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LEGISLATIVE ASSEMBLY.
Tuesday, 19th December, 1933.

The Assembly met in the Assembly Chamber of the Council House at
Eleven of the Clock, Mr. President (The Honourable Sir Shanmukham
Chetty) in the Chair.

MEMBER SWORN. *
Mr. John Bartley, M.L.A,

THE RESERVE BANK OF INDIA BILL.

Mr. President (The Honourable Sir Shanmukham Chetty): The Houss
‘will now resume consideration of clauses 40 and 41 of the Reserve Bank of
India Bill and the amendments moved thereon.

Dr. Ziauddin Ahmad (United Provinoces Southern Divisions: Muham-
madan Bural): Bir, I do not want to take more than ten minutes of the time .
of the House (Hear, hear), though I intended to speak originally for
:about three houts. 8ir, I have taken your advice and would not like to
refer to the discussion that took place either in London or in the Select
Committee here. I know there has been some heated discussion on the
floor of the House on that subject, although I am in a fortunate position
ior possessing summsries of remarks made by individual Members on the
verious topics in the London Committee. I was a silent spectator and 1
took detailed notes. I think this is not the place to refer to those things -
or make any reference to the discussions of the London Conference and
the advice that you hawe given, 8if, is an advice, which is not only desir-
able, but also wery necessary, becsuse, sometimes people speak, not be.
cause they hold a certain opinion, but because they just want to initiate a
certain discussion. I hope other Members will follow the advice given by
you, - : : ’ )

_ Bir, the objeet of the two clauses, 40 and 41, is really to fix very defi-
nitely the ratio at 1s. 8d. The Government ask us to legislate in favour
of 1a. 6d. These two oclauses:go beyond the Currency Act, bacause -that
Act fixes only the lower limit; but, in these two clauses, we are asked to
legislate both for the upper and the lower limits. Now, in this particular
~case, we know that the opinion of the whole country is decidedly in favour
of the view that the present ratio is rather too high snd ought to be re-
duced. The amendment brought:forward by my Honourable friend, Mr.’
Barma, does not meet my point of view. I am very strongly in favour of
an immediate reduction, but his.amendment is much better than the pro-
“visions of the Bill. Those provisions legislate that now and in future, until

( 3457 ) A
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"“YDr. Zisuddin Ahmad.] | o o

is -Act is sltered—arnd there the permission of the Governor General  im»
g:ncil and later of the Governor General at his discretion will be neces-
sary,—that ratio will remain. Under Mr. Sarms’s amendment, the discus-
gion of this point will be postponed to a later -date. gince, as he sa;d, the -
legislation on the ratio question should not ‘be mixed up with the legislation.
concerning the Reserve Bank. But the amendment moved by Mr. Sadiq.
Hasan is very definite. He says-the country cannot aﬁorgl to wait even
for & day and that the reduction should take place‘m;me_dlately; and my
own opinion is very definitely for immediate legislation in favour of 1s. 4d.,
but if this is ‘not achievable, then I would like to support Mr. SBarma to,
postpone the discussion to a later date. I oppose very strongly - sny
attempt to legislate for 1s. 6d. straight off as it goes further than the
Currency Act. I should now like to develop my arguments as to why I
want to lowes the ratio to 18. 4d. :

Sir, this ratio is acting very prejudicially against our interests. We-
have already tried two shillings and we have also tried the 1s. 6d. ratio,
and this has resulted in a loss of 113 crores to the Exchequer, not to speak
of the loss to individual members who really entered into transactions. I
shall mention three arguments and I hope the Finance Member will meet
them. In the first place, our balance of trade, which used to be in the
neighbourhood of 83 crores during the quinquennium ending 1929-80 dwin-
dled last year to three crores, though the prospects are better this ‘year,
but it ‘will fall very much short of our normal bslance of trade. If that.
is 8o, how are we going to meet our external obligations ?  These obliga-
tions are of two classes. The first are the obligations of the Government,
and the second are the obligations on dccount of ‘individuals wanting ' to
send their money to England. Suppose Mr. James—I ‘mention. his name
because he is so popular on the Opposition side—wants to'send Rs. 1,800
to England; then the Indian Exchequer will have to find £100 for ‘him-
in London. That can be done, (1) by borrowing, (2) by the sale of gold,
or (3) the shipping ‘of goods. 8o, apainst remittances sent to England, °
it is necessary. -that we should have to provide sterling and these sterling -
obligations .amount to ‘Rs. 70 ‘crores. How are these obligations to be :
met? Everybody will admit that payment by loans is very unhealthy and™
cannob go on indefinitely. If we decide to pay them by drawing on our-
reserves, then it is very necessary that we shouid keep the ratio st 1s. 6d.,
so that the rupee in our reserves ghould fetch 1s. 8d. instead of 1s. 4d.,
but if we decide to pay our obligations out of our goods which we: pro-
duce by our own labour. then it is very necessary that our exports should
increase and that can only take place if our ratio is reduced. This has ™
actually been tried in several countries, for example, in Australia and New -
Zealand, and I think we ought to try that, as, without it, it is impossible
tor us to increase the volume of our export trade. I would ask my Hon-
ourable friend, if he does nob agree with our opinion, to suggest sométhing,
better by means lof which the export trade could be increased. The.’
second argument against the reduction of the ratio which .is constantly
urged is about the rise of internal prices. ~Now, if we read the discussions '
of 1027, when the ratio at 1s. 64. was fixed, we find that the main argu-
ment used then was that if the ratio wag reduced to 1s. 4d., prices would.
rise. This is what Bir Basil Blackett said in his speech: ' B

“There would: be ‘a sharp rise of vri - .
per ceat.”. b prices allrmd,oma,mmmymg,_j
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This u-gument had some force because, at the tlme (1917# our ‘index
rnoo ‘was 148.. At that time, therefore, it had some meaning to-legislate
in favour of ls. 6d., so that a further rise might be checked. : But now
the problem is not the same as in 1927. Then, the problem wag how to
reduce the price level. Now, the problem is how to raise it. Therefore,
if the argument of having a ratio of 1s. 6d. in order not to lower prices was
true in 1927, then the same theory ought to apply today,—and then, the
Government, during their discussions, practically admitted the principle
that by lowering the ratio, the price level would rise. At that time we
did not have a rise and, therefore, 1s. 6d. might have had soms meaning.
But today Government themselves want that the price level should rise.
Therefore, according to the argument which the Government used in 1927,
they have no other alternative but to draw the inference that the ratin
should be reduced from its present level of 1s. 6d. My last argument
is this that, if you link the rupee with sterling, then it is very desirable
that we should be tied together at a price so that the wholesale prices
may rise or fall harmoniously. Here we find that up to 1926-27 ihe
price index was almost the same in England as it was in India, but now
the fall has been much lower in India than it has been in the United
Kingdom. This shows that the rupee has not been hnked with gold at
its true economic value.

Mr. Muhammad Yamin Khan (Agra Division: Muhammadan Rural): Sir,
there are two kinds of amendments which I characterise as male and
female. There is a bold, definite and straightforward amendment standing
in the name of S8haikh Sadlq Hasan which suggests the ratio to be at 1s. 4d.
That is a brave, bold and male amendment. Then, there ig the hashful
and shy-like-a-maiden smendment of my friend, Mr. Barma . . : "

Mr. N. M. Joshi (Nominated Non-Official): Sir, I strongly protest against
the description of the modern manhood of this country.

Mr. Muhammad Yamin Khan: Sir, when I read the amendment of Mr.
Sarma, I just remembered an Urdu verse which runs thus:

“Khub parda hai ki chilman se lage baithe hain,

Saf chipte bhi nakin, samne ate bhi nahin.”

“What & kind of pardah is this that the besutiful lady is nttmg Jnst behind the
chicks: ahe is neither fully observing the purdah nor is she coming out of it.”

This description exactly applies to the smendment of Mr. Sarma who
is not at all definite in his amendment. In other words, Mr. Sarma is
sharmoing. His amendment does not say 1s. 8d. He does not say that
he is in favour of 1s. 4. He leaves it to the Government to make any
arrangement they like in the future.

Mr. R. S. S8arma (Nominated Non-Official) : May I interrupt tne Honour-
able Member, Sir. Are we not asked not to discuss the ratio'at all in
these amendments ? That is the reason why I have not said anything in
my amendment.

Mr. Muhammad Yamin Khan: Unfortunately, my friend, Bir Cowasji
Jehangir; did not move his amendment, but he asked one of lns lieutenants,
Mr. 8. C. Mitra, to move that amendment.

A2
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"Mz, B. 0. Mitra (Chittagong and Bajshahi Divisions: Non-Muhammedan
Bural): gf[q‘.'dd'a( ,x,l,ot(aoo,ept my smendment: I stand for myself: ‘

' Mr. Muhammad Yamin Khan: Now, Sir, may I ask what is the effect
of thesp amendments ?

Sir Qowasjl Jehangir (Bombay City: Non-Muhammadan Urban): About
what clause are you talking? Is it 40 or 41?7

" Mi. Muhammad Yamin Khan: If the Honourable Member listens to
ipe in patience, he will know what I am talking about. Mr. Sarma does
not say that the ratio should be fixed now; it may be fixed after a few
months. Whatever may be the de jure ratio may be put down then. It
means that they want to postpone the fixing of the ratio for a few months
more. The same thing happened with the Bill now but a few months before.
What is the object? Just to have the satisfaction that the Member con-
cerned did not vote for 1s. 6d. People may say that Government have
fixed that ratio at 1s. 6d. but I did not vote for it. 8ir, this kind of thing
may give satisfaction to some shy people who cannot face the world boldly,
but let me tell the House that T am not one of those persons. I want to
face facts boldly, I must say frankly whether I am for 1s. 4d. or for 1ls.
6d. or for nothing. I may be wrong, but this is my view. It doos not
matter to me if 1 hold a different view from other Honourable Members.
Tt is the boldness which is required and not the shyness that is cancealed
behind the amendment of Mr. S8arma. Sir, I must at the very outset say
this that I am not satisfied with the ratio of 18, 6d. I would have liked it
it it was l1s. 4d. and preferably even lower than 1s. 4d. That would have
solved the whole difficulty. But 1 agree at the present moment with my
three Honourable friends, Sir Cowasji Jehangir, Diwan Bahadur Rama-
swami Mudsliar and Mr. Mody, who are conveérsant with thege business
mabters, that at the present time we cannot definitely say that 1s. 4d. is
the best ratio. Under the present circumstances, having regard to the
economic condition of the world, it is not safe to say what should be the
ratio: which will be beneficial for India. >

Mr. Lalchand Navalral (Sind: Non-Muhammadan Rural): What is it
safe to say then ? .

Mr. Muhammsd Yamin Khan: Bir, it is futile to say, to borrow the
langun‘ge used by Sir Cowasji Jehangir and Diwan Bahadur Rameswami
Mudsliar, that at the present moment the ratio should be 1s. 4d.

Mr. 8. O. Mitra: Is not the 1s. 4d. ratio better than the vresent ratio?

Mr. Muhammad Yamin Khan: It may do good to Indis, it may not. The
only question now before us is whether we can fix in the Bil] the ratio
at 1s. 4d. But it is futile to put it down at 1s. 4d. We might be obliged
to have resort to 1s. 2d. Wo might be forced to have the ratip at one
shilling. At the present moment. the whole economic world is disturbed and
the only safe thing to do is to link the rupee with the sterling. It doas
not matter what the ratio is, but it must be linked with the sterling. We
can make any u-It_eratl.on in the ratio at present, but the present condition
is such that although, it may be advantageoys for the exporters to o certain
extent, yet, may I ask, is that the only remedy?. How ruch of our
exportg are affected by 1s. 4d. or 1. 6d. at the present momaént? . I
not talking what will be the condition when we come back to the. gold
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standard. As long as we do not have the gold standard, up, to, that period
the question is absolutely different. “Take, for instance, odttan, ‘jute and
wheat with which the agriculturists are chiefly concerned. In Southern
India, there are some groundnuts and cocosnuts which are .exported.

Mr, M. Maswood Ahmad (Patna and Chota Nagpur cum Otigsa : Muham
madan): What about rice which forms 51 per cent. of our exports?

Mr. Muhammad Yamin Khan: If my Honoursble friend should see the:
statistics of the Commerce Department, he will find that he is not correct.

Mr. Lalchand Navalrai: What about Sind rice? Sind exports large
quantities.

Mr. Muhammad Yamin Khan: As far as wheat is concerned, we debated
8 lot during the discussion on the Ottawa Agreement and we came to know
that we exported something like three lakhs of tons of wheat in the best
year, which is a very big quantity, As far as cotton is concerned, what is
its fate? When yen depreciated snd when Japan boycotted our cotton, all
the cotton was left in our own country. That has got nothing to do with
1s. 4d. or 1s. 6d. or 1s. 8d. Whatever ratio you may put down, it is
not going to affect our cotton. The cotton question greatly depends upon
the results of the negotiations we are having with Japan. After yen depre-
ciated, we found that all our markets were dumped with Japanese goods.
Japan is selling goods at prices which neither the English manufacturer
nor the Indian manufacturer could sell. We are getting from Japan things
80 cheap that it is impossible for anybody to compete with Japan as long as
the present condition lasts. While we are getting all' the things from
Japan very cheap, Japan is not taking any goods from us in return. So
the Indian agriculturists do not get anything for their cotton, no mautter
what the ratio is. It does not affect the cotton growers at all.

M:. H. P. Mody (Bombay Millowners’ Association: Indian Commerce):
Does the Honourable Member think that this state .of affairs will continue
permanently ?

.

Mr. Muhammad Yamin Khan: The other thing is about jute and this
may be affected to some extent by the ratio of 1s. 4d. or 1s. 6d. I think
most of our jute goes to Dundee, and if the ratio is changed, it might
bring some money to the pockets of the agriculturists who grow jute. But
if it is realised that jute trade is mostly carried on by middlemen and not
by jute growers direct, then we must say that a major portion of the profit
by the lowering of the ratio will go to the middlemen. These middlemen
are now talking in the guise of greatly interested persons for agriculturists.
But these middlemen have got their own interest to look to.  When my
Honoursble friend, Mr. Mody, was spesking on behalf of the agriculturists
yesterday, I was reminded of a Jat proverb which my Honourable friend,
Chaudhri Lalchand, recited one day in the House that ‘‘if any womau says
that she loves other people’s children more than her own, then she must bp
8 witch’’. I find thst when persons who really want to exploit the agri-
culturists speak in favour of agriculturists, there must be something behind
#t. My Honoursble friend, Mr. Medy, is interested in seeing that cotton is
not exported. He wants that cotton should be cheap in India so that I:ge
may get it for the Bombay mills and hig interest lies in ﬁxm? the ratio
@ ls. 4d. In that case, the things which come from outside will be raised
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by two annas in every rupee and the Bombay millowners will he able to
gell their goods at two annas more. They will buy the raw materials cheap
and sell the munvfactured goods st a higher price. "That is the motto of
my Honourable friend, Mr. Mody. The Bombay millowners should be the

last persons to spesk on behalf of the agriculturits. -Their interestslie in
other directions. ‘ :

tMr, Muhammad Yamin Khan.] L

Mr. H. P. Mody: Are lawyers any better? s

Mr. President (The Honourscble Sir Shanmukham Chetty): The Chair
would appeal to the Honourable Member who is spesking- and to' other
Honourable Members to be as brief as possible today.

~ Mr, Muhammad Yamin Khan: Sir, there are four classes of people living
in India. Firstly those who are actually engaged in agriculture, the
peasantry; secondly, the samindars who collect rent, i.e., the well-to-do
people; thirdly, the wage earners in towns, the artisans and the salaried
officials; and, fourthly, the people belonging to higher circle, big millpwners,
money-lenders, bankers, and so on. As far as the poorest class is concerned,
about 75 per cent. of them are small zamindars and peasants and it does
not matter to them what the ratic is, because they are the last people to
be benefited by this fluctuation in ratio. What will be the effect on the
wage earners ? If we raise the price of goods coming into this country, siuch
a8 cloth, ete., these people, who are wage earners, will have to pay more
for their goods, and the result will be that they will demand more wages and
they will never be content to live on the wages they get. As far as the
richer class is concerned, these are the people who are mostly connected with
trade with America, Japun, Italy and France and Germany. My Honour-
able friends, who are importing motor cars, are sending out their money
to foreign countries. Instead of making attempts to manufacture cars in
Indie, they are importing American cars, and so on. That is draining the
money from India and, as long as the dollar is depreciated, this is going to
remain and we are not going to be affected in any way by our trade at
all. As far as Italy and France are concerned, their cloth imports combined
are more than English cloth imports and they are not going to be affected
by our sterling ratio in any way. As regards the rich people who get
cutlery, biscuits, ete.. it does not at all matter what they pay. They cem
afford to pay anything and they will continue to pay. As for Mr. Sarma’s
amendment, it will do this harm that the whole commercial world outside
will know that the ratio is going to be changed and it will be less than 1s. 6d.-
8o all people, who placed orders for goods outside, will cancel their
orders, because unless they are sure of the ratio, they are not going to
buy. And if you do not get things from England, then Japan will dump
her goods. And as long as the money does not remain in India, it does
not much matter whether Japan or England or any other country gets .it;
But all orders will be cancelled, because people will know that for one
shilling, instead of ten annas and a half, they will have to pay twelve
ennas, and many people will become bankrupt, becsuse a loss of two annas
in a rupee is quite sufficient to make s man bankrupt. Big and amall
traders will be ruined and the market will be dislocated and business will
be at a stand-still. Therefore, this amendment has no legs. to stand upon
and it cannot be supported. A S L

‘Mr, Sarme mentioned one point -that tﬁe_.HonoursBle -;tﬁo mea
Member smuggled in. the upper:paint,:and. he is.niot right. - The upper poins.
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has not been smuggled in. It was discussed in full, it is in the London
-Committee’s Report, everybody knew that it was coming and it wag agreed
to by everybody even in 1927. So everybody agreed that this upper point
was esgential in the Reserve Bank Bill. My Honourable friend, Dr.
.Ziguddin, thinks it is going beyond the existing law. In that case, he is
quite entitled to oppose it when we come to clause 41. Because clause 46
relates to the lower point and clause 41 relates to the upper point. He
osn vote against this upper point if he can prove that it is injurious to the
country and should not be brought in; but I think no one can say that it
should not be decided by the Legislature, but should be left free to the
Bank or the Governmeni to decide lster on.. So this upper point must
-come. in now.

I will now refer to a controversy to which I was 'a party and on which
there might be some. misunderstanding, I mean the controversy between
the Finance Member and Diwan Bahadur Mudaliar. I think neither of
them remember the facts properly.. The controversy was about this sentence
in the London Committee’s Report:

.

“In their view, it ial for the Govormnent of India and .the Legistature to exaraine
there and all other relevant caonsiderations with a view to ensuring that the minimum
possible strain is placed on the currency system Qf India.”’

-This i8 only one senténce. but none of them read the whole clsuse which
follows the other clauses. and this is what precedes it: ' o

‘‘A considerable majority of the Indian Delegates feel it their duty to record theiwr
view that a suitable exchange ratio is ome of the essential factors for the successful
working of the Reserve Bank. - They point out that cousiderable c ea have occurred
in the currency bases and policies of almost all the countries of the world in the
‘Inst fow years.” - - ' .- - - ‘

.. And. then, comes the sentence whieh I read before. Before this we
“find:

. ‘“The ratio provisions in the Bill are designed to make it clear that there will
not be any change in the de facto situation by the mere coming into operation
-of the Reserve Bank Act.”

There it is said that the existing ratio must be put down at the time
when the Bill is introduced: My friend, Mr. Mudaliar, contended that the
Government had given this undertaking that they and the Legislature will
-examine - this question -before the Bill is introduced. The Honourable the
Finsnce Member répudiated this. and he gave it out that what happened
‘st the time tvas that he asked what should be the procedure, and, from
what happened, an inference might be drawn that he had no time and
.the Government could have no time for making that investigation. But.
1 say, this is only & helf-explanation. The real truth is that after great
‘deliberation we agreed:that the ratio must bé put down as at the time the
'Bill is introduced, because we did not know what would happen at the
4ime the Bill was introduced. ‘There was the Economic Conference sitting
‘in-London when this-question -was being discusséd, and nobody was certain
what positien wonld be teken-up by various othier ¢ountries, and, therefore,
At was decided that.. this ehouli) ‘be dotie. Some did want an inquiry, but
‘the Committee refused to undertake it: that is why it is said here that the
*Comumittee said that they ‘wers not going to -go’ into’ this busiriess—it was
-po-business. of theirss hub-it, wes the.businegs: of the. Government of Indis
-and the Legislature to make s further inquiry later on when they so liked:



3484 LBGISLABIVE 48 SEMELY. : [19 T8 DEecr. 1933_

. [Mr. Muhammed Ysmin Ehen. | h o to unl
it is no questibn that the Government gave any undertaking to make uny
gmquiry geforé' or that the Legislature should go inmto this mgtﬁer; the-
Gommittee in London was not a Committee of the Legislature; it was not
s Committee: of the Government. It was & Committee composed of certain
experts, some Members of the Legislature, some people who were connected
with this matter in India, and one member coming from the British Trea-
sury. Bo they refused to go into this big question and left it to be investi-.
gated by the Government of India and the Legislature when the time came,

a8 it was not for them to go into it thoroughly. So whether the Bill came-
in before or later, the matter was left undiscussed and unconsidered there:

they only said, they felt that a certain ratio must be put down and that.
ratio must be the ratio which existed on the date the Bill was introduced.

That was the final decision. Therefore, the Honourable the Finance:
Member was perfectly entitled to say that what was put down was in

accordance with what had been decided and what he had been instructed

by the Committee to do. There is notbing wrong in this: the ratio must.
be the same ratio. I am afraid I have not got the time to develop my

points and show the greater fallacies in the umendments moved. 1 will,

therefore, merely submit that I cannot agree with those amendments. I

said of Mr. Sarma’s amendment that it was a bashful and shy maiden like.
amendment and that it did not say boldly what it meant. Unfortunately

I cannot accept Shaikh S8adiq Hasan’s amendment, because even the three-
other members of the London Committee are not ready to acoept his amend-

ment: they say it is futile to say that we must have 16d. at the presen$

time: otherwise, it would have been & better amendment. Therefore, 1

oppose these amendments.

Raja Babhadur G. Krishnamachariar (Tanjore cum Trichinopoly: Non-
Muhammaden Rural): Sir, the great Bhishmacharya said in the Shanti
Parva: ‘‘Never bé at the tail of an army, that is to say, at the back of
the army; nor in the front. If you are in the front, you get killed. If
you are in the back, you are neglected; therefore, always try to be in the
middle . 1 always preach that, but in my own case, I forgot it for the
Yeason that I wanted to hear my friends, Sir Cowasji Jehangir and Diwan
Bahadur Ramaswami Mudaliar, before I said anything, with the result.
that today I am pressed for time. I do not make any complaint: I can.
quite understand your feeling, Sir, and if I was in your place—as I
hope I shall never be,—hearing these arguments from morning till evening,
wise and otherwise, will really make me mad and I would fully justity the
letters M. L. A. as the late Pandit Motilal Nehru interpreted them. I
will, therefore, try to be as brief as possible, and I shall proceed imme-
diately to say what little I have got to observe within the short space of
time at my disposal without amny flourishes.

_ The question of the ratio at one time loomed 8o big that I thought it
was & bugbear which it would not be possible to get over, After having
heard all the discussions these two or three days, I find there is very little-
and there was absolutely no use wasting the time of the House by going
itibo matters which really do not come within the purview of thess smend-
ments. As far as I understand, the question of ratio arises in these dis-
cussions in two ways: first, regarding the exchange obligwtion of the-
_vaemment. and next, as to the actual exchange value of tha:rupee, that.
B 1o say, whether it should be 18d. or 18d. or.14d. or whatever it 'tnav be.

As regards the-latter question, I sgres .entirely with those ‘gentlémen ‘why
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said that it would be absolutely no use discussing it. My Hanourable
friend, Mr. Raju, hae so deeply.immersed himself in the researches.of .old
political institutiens to find: out how. we can get over the machinations ef
the London people and have our own: independent sovereign Legislatuse
here that he did -not seriously take this amendment, and, therefore, in &
few sentences moved it. I believe my Honourable friend, Sir Cowaaji
Jehangir, said that you can understand this from the half-hearted way in
which he moved it that he did not lay stress upon it. But I do not put
it upon that( ground. If Honoursble Members would kindly refer to the
dissenting minutes to the report of the Select Committee, excepting nine
gentlemen, both from this House and the other, all of them, although they
declaim a great deal against the present ratio of 18d., say tha¢ it must be
oonsidered hereafter either by an expert Committee ar by somebody and
somebody, and then a conclusion arrived at as to what the actual ratio-
should be. Consequently, so far as the question whether the ratio should.
be 18d. or 18d. is concerned, there ir no necessity to go into its merits,
I do not agree that the question can be so easily settled, simply because.
there was a larger number of men who say 18d. is bad and 16d. is good.
There is another set of opinion in the country which, with facts and’
figures, say that the lower rate is good. Consequently, I quite agree with
those members of the Select Committee who said that this matter must
be inquired into and there was no good rushing the question here in this
Bill which admittedly had not got anything to do with the determination
of the question of ratio. In this connection, I will only makée one or two-
observations. In the first instance, I desire to congratulate, 'if I may,
my Honourable friend, Mr. Ramsay Scott, on the feeling speech which he
delivered regarding this ratio question; I felt that no Indian could have
put better or more touchingly the position that he took up. Another point.
which arose from the same speech as well as from the speeches of other
Honourable Members was that when this rate of 18d. was settled in the
year 1927, they said it was only a temporary measure and although it
was said so and &gix years have passed, it still remains a temporary
measure without any attempt being made to make it permanent. Bus;
8ir, whose is the fault? Sir Basil Blackett, who got the Currency Act
amended, said in his speech when introducing the Currency Act Amending:
Bill that it was only a temporary measure and that as soon as the Reserve
Bank came into existence that Bank would take .charge of adjusting the
question of currency and ratio and all that. Sir, the Reserve Bank did
not come into cxistence, whose fault is that? My friend, Mr. B. Das,
said the other day that they were sorry that they wrecked that Reserve
Bank Bill, and consequently if the ratio did not come permanently into
the Statute-book, I am afraid we are at fault and nobody else. Eternal
vigilance, they said, is the price of democracy, and when we wrecked the
Reserve Bank Bill, we forgot all about the currency ratio remaining a
temporary measure, with the result that it remains temporary today.
One important feature of the debates is, and I am glad of it, that my
friend, Mr. Mody, has become a friend of the agriculturist, but, Sir,
happen to have an inconvenient memory. It was last year, I think, on
the question of imposing a duty on Kenya cotton, on the Gujarat growers.
and Ugandn people, my friend and those who agreed with him having had
some interest or other in Uganda and Kenya, jumped at the idea of this
tax being introduced, the fact being that it did mnot help the Gujarat
agriculturist, but that it. did help the Uganda people who grow the long
staple. - However, we ate thatkful to him for small mescies, and I hope
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when the Finance Member will introdmI:e tis Budget, he will ﬂ!lloltut;y ;ndshift
the b the agriculturists. I, however, agree wi regard gard
B D o and that is L friend in his request that a Committee

one thing, and that is, I join m ' ) ( mit}
ol g dgr- to Zxa.mine the economic situation in the

t can be improved. I do mot want to go into
s and how it could be raised. My Honour-
alt exhaustively with this question and I
d. I was glad that Sir Basil Blackett,
complained exactly as we do, so that
what really happens is that, when we are in office, we are not .able to do
fmuch or we could not do anything, but when we come out of office, we
all complain against the Government as to what they should or should
1ot do.

" Now, Sir, that brings me to the real question about which I have been
in doubt from the beginning. You muy call me a doubting Thomas or
whatever it is, but from the time I read Mr. Sarma’s amendment in type
when it was communicated to me, there was & little doubt in my mind.
8o far as I have been able to read the London Report,—and I am sorry to
gay I have got to go upon the language of it, and in accordance with
gour ruling, Sir, which I may respectfully say was the only correct ruling
$hat could be given under the circumstances,—we have got to rely regard-
ing what actually happened upon the terms of the agreement which have
been printed and circulated. Sir, with the knowledge of English that 1
possess, I tried to read clauses 19 and 20 as carefully as I possibly could.
The ﬁrst_clause, that is, clause 19 says that the position regarding the
currency is very difficult. that it is not possible to do anything now under
any circumstances and that, therefore, the exchange obligation rate, that
is to say, the rate for buying and selling sterling should be the one that
was existing at the time when the Bill was introduced. Then, Sir, they
gre careful enough to add that this does not mean that they either agree
1o this ratio or do not agree, but that they desire that the de facto position
must continue. Having said that, they proceed to another paragraph,
tegarding which my friend, Diwan Bahadur Ramaswami Mudaliar, rightly
Yook credit, for having entered that paragraph. But, Bir, I am sorry to
say that it only recites what the Indian Members said, and it does not
say ag to what the opinion of the Committee itself was. Consequently
8o far as that paragraph is concerned, it is just the same as it was not
¢here, and if my friend, the Diwan Bahadur, had said here that he did
::ﬂ esr(;x :&d so in the London Committece, nobody would have questioned his

°  Then, Sir, clause 20 is the most important clause. Af ferring i
ﬁ‘ small paragraph to the position of thle) currency and thetesirziteig;n%h:
something should be stated in the Preamble as to what eventually should
bé done when the monetary standard should be settled once for all, they
%}:i on '.the‘a paragraph 20, and this paragraph is the relevant- paragraph in
th s discussion, Tbey say that it is necessary to fix the upper and the
ower poin. I will only read just one sentéence,—I shall not waste your
ime by resding the whole of it,—but there are one or two matters which
T must bring to_the mnotice of the House. This is what the paragraph

#hould be sppointed in or
‘oountry and suggest how i
the question of the level of price
gble friend from the Punjab de
fieed not - cover the same groun
‘speaking in Malava the other day,

#ay8

+ Tt will- b medeasary B the Biu‘umvii:é.*ﬁm' “of the range at which the ook
. \ it "of which the -
will be required to sell on demand sterling for imme:i‘rte deliv::y. Xee:r!:]ping to
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the practice now prevailing upper and lower points have “in fact been retained as
though the rupee was linked with gold. We recommend unanimously—‘unanimously’
is-my word—We recommend that this practice to which the public have become. scuus-
tamed should be conmtinued.’’

., Sir, apart from the quibble whethéer the law provides for the upper or
the lower point, 1 have got my complaint regarding this. =My friend, the
Finance Member, wanted me to read through the Act. I did go through
it, I mean to say the Currency Act, I did take my friend, the Finance
Member’'s advice and read it. The result was that there was no upper
point mentioned there, and consequently I found that the present law has
not provided for the upper point. There is no doubt that he was literally
incorrect, but that is not relevant to the present discussion, because the
Bill has got to be framed according to the directions of the London Com-
mittee. The London Committee, after stating that exchange obligations
incorporated in the Bill must necessarily be in accord with the rupee
sterhing ratio existing at the time when the Bill is introduced, goes on to
ssy that, so far as the upper and the lower points are concerned, the
practice now existing being the one that people are accustomed to, they
should not be disturbed. 8o far as the lower point is concerned, we all
agree that it is in the Currency Act, it is only the upper point which has
0ot been fixed, but I want to know whether, as a matter of practices
Government have not been buying gold all these days.- It may be for
remittance to England or for any other purpose, but they have been
buying gold all these days. and they must have been buying gold at some
ratio point or other, and I' take it that the apirit, as my friend, B8ir
Cowasji Jehangir, always used to say about this agreement, that the spirit
of the agreement is—you have been buying and selling gold and sterling—
keep up that practice until the time comes as stated in the Preamble, when,
of course, the whole thing could be adjusted. That is the position. I
respectfully submit, Sir, in speaking on this question, the existence or non-
existence of a certain point in the Act is absolutely side-tracking the issue,
and, without wasting.much time of the House, I will just read a few
sentences from this morning’s Hindustan Times. which exactly represents
my view : : . ‘ o ‘

. “The main contention is that the ratio imeuoc .is not raised by this Bill which only
states the law as it is at present. Both Mr. Sarma who moved the amendrient and
Mr. Ramsay Scott who supported him have shown that these two clauses go further
than the Currency Aet of 1927. That Act. it may be remembered. fixed no upper
point, hut omly the lower point at which -the Government may sell gold or sterling,
at their option. With the suspension of the gold' standard by Britain. India fonnd

berself automatically linked to sterling. .. .The Reserve Bank Bill, by fixing the
upper point, in addition to the lower point, does go beyond the present law.” o

That literally it does, there is mo doubt sbout it, .but the point which
caused me doubt all these days, and I am sorry to say thet my doubts have
not been dispelled after all that I have heard from those who.lay too much
emphasis on this argument, is about the amendment and its' object. '

The paper adds: o L ‘

“But those who lay too much emphasis on this argument should heware of ths.:
Government taking them at their word and leaving the lacuna in the law as it 1s. |
To do so will be of no advantage to the country which -demaunds- develuation of the
Tupee, not a rupee pegged to sterling at a rate below which it cannot fall, bat:
above which it will be free to rise. L o R

Some of the amendments proposed in the Assembly want to postpome the decision -
on the issue for the present. Such amendment will be a triumph only if, after -
“’80, -:-.t:; '2'22‘3"‘""" ‘$heir supporters. could induce  the Goverament: 4o ‘repasl the

’
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Supposing this. amendment is carried and Government say, *‘All right,
We wipe out clause 41, because it is not provided for in the
12 Noox. Currency Act’’, it is impossible for any of us to cqmpel the
Government to come to the Assembly to get this upper point decided, and,
if yon ‘want' legislative sanction, they might issue an Ordinance. If yeu
want legislative sanction, an Ordinance will come into being the day previous
to the coming into operation of the Reserve Bank Act, and then the whole
thing will be put on a legal basis. As a matter of fact, if Government
wanted to do that, they might do it, but there is a very sensible suggestion
in this newspaper, and that is this. If you pass this amendment, you are
neither here nor there, but what we would suggest is that the Government
should be induced ‘to repeal the Currency Act immediately in order to allow
the rupee to find its level, whatever it may be, on the date when the Act
would come into force and then declare that to be the ratio. My Honour-
hble friends know that it is not possible for us to move the Government %o
take that step, and consequently, according to the view of this paper, with
which I agree, it is not at all right that we should disturb the position
s framed in the Bill. That, Sir, is my doubt. I say, I keep an open
mind; T said that when I first saw the amendment, and I have been sfsying
so. I have been trying to clear my doubt from every individual who coul
throw some light upon it, and although I said let there be light, there
wag no light.

Some Honourable Members: Let the question be now put.

Mr. President (The Honourable 8ir 8hanmukham Chetty): The question
is that the question be now put.

The motion was adopted.

The ‘Honourable Sir George Schuster (Finance Member): 1 think thst
no one in this House will deny that this is an exceedingly difficult debate
for me to reply to it. I wonder if Honoursble Members realise how
irksome it is to have to sit here and hear various arguments being raised
and not to be able to reply to them when they are put forward. Some-
times, my gelf-restraint burst ite bounds and I had to get up and interrupt
Honourable Members. (4n Honourable Member: “‘Very cleverly.’’) I#

[ :ave done 8o and inconvenienced them at all, I hope they will excise
me.

Now, Bir, L think my first task is to recall to the House exactly what
the issues are befor? it. I should be glad to do so, but I am afraid that
1 myself am not quite olear about it. We have three amendments before
us,” but ‘some of them have been moved in such a half-hearted fashiot
that, according to the advice of my Honourable friend, the Leader of the
Independent Party, I am supposed to understand that they have not
really been moved at all and are not before the House.

Mr. 8. 0. Mitra: I do not accept that interpretation.
The Honourable 8ir George Schuster: I do not accept it either.
8ir Cowasji Jehangir: I have hever said that they were riever moved.
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8ir George Schuster: Never mind . .. . .7 e e
" 8ir' Oowasjl Jehangir: If I may make myself . . .. :

Mr. President (The Honourable Sir Shanmukham Chetﬁ-y)'{. The Honour-
able Member cannot speak unless the other Honourable Member gives way,

The Honourable Sir George Schuster: I have my Honourable friend’s
speech before me and what my Honourable friend said was that I might
ather, from the half-hearted way in which the 1s. 4d. amendment had
been moved, certain conclusions. I do not propose to accept my Honour-
able friend's advice and I propose to treat the matter as one which has
to be regulated by you, Bir, rather than him, and to take account of the
three amendments which are before the House. First of all, there is
the amendment moved. by my Honourable {riend, Mr. Mitra, to the effect
that the words ‘“to be announced by the Governor General in Council
after consultation with expert opinion in the country. at the time of bring-
ing this Act into operation and that question shall be placed subsequently
before the Central Legislature for its confirmation'’ be substituted in
clause 40. My Honourable friend who moved that made one of the
speeches in the whole of this debate with which I feel myself in sympathy.
If T understood my Honourable friend aright, he does not want to play into
the hands of speculators, he does not feel that he is abla to pronounce
judgment on this issue as to which course is right or wrong, he feels that
there is a good deal to be said on both sides, and he wishes to ensure
that somehow or other the best advice should be taken and & rate which
really suits India shall be adopted. I wish I could meet my Honourable
friend, but this sort of resolution would inevitably have the same -effect
on which I shall have to dwell at some considerable length as regards
one of the others—this sort of amendment would inevitably have the
effect of opening the door to speculators, and our position is that we must
stand on clear ground until the conditions contemplated in the Preamble
arige -and the whole sifuation has to be reviewed in_ the light of a different
international exchange situation. That, Sir, is all I need say on that
particular amendment, though there are some suggestions that my Honour-
able friend made to which I shall return later. cEw
. Then, I come next to the amendment recommending a reduction to
Je, 4d. That is a simple issué. I agree with what my Honoprable friend,
Mr. Yamin Khan, said that that is a straightforward and manly amend-
ment which I welcome. I welcome a straishb fight. I should like to
have a straight fight on this issue. Then I should haye time to develop
our cagse more fully than I am afraid would be possible: today. I can
only say that at present the linc I shall have to take up is that that amend-
.ment is quife unacceptable. It would mean making this Bill an occusion
for altering the present currency position, and that, we have: always made
clear, is something that we cannot accept. But I want to say something
-on this particular amendment before I come to the merits of the whole
case ag regards exchange policy. I want to make Honourable Members
realise what the position really is. An amendment of this kind would, in
iact, satisfy nobody. , Now, let me tell the House of one simple fact.
‘We have had recently in the Finance Department 59 representations from
-Chambera of Commerce on this subject. Out of those 59, only 2 recom-
anend the devaluation of the rupee to 1s. 4d.; one recommended & dévalua-
tion to a shilling, and 56 recommended letting the present rate go and
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' i imi i i bmit, is the
. devaluati ithout putting any limit to it. That, Sir, I submit, is

ff;‘?"é’:ﬁﬁﬁawif the I:ievalustionists in the country today, and. vet that
is not s demand which is supported by many of those who have taken

their stand under the flag of devalustion in the present debate. It is

0 rted by them. Why? Because they realise that to take that
ﬁﬁg si:pgooing to gpen the flood gates to a rush of troubles and difficulties,
doubts and uncertainties which they dare not face. And yet they take
their stand on the side of the devaluationist and are prepared apparentl
to support this amendment of 1s. 4d., which would satisfy nobody an
which, if devaluation is the sort of policy that this country wants, would
obviously be quite inadequate to meet the situation.

Now, Sir, I come lastly in my review of the issues to that amendment
moved by my Honourable friend, Mr. Sarma,—a curious product, if I
may say so, the product of an apparently new firm composed of two
partners, one ‘‘n noble-hearted Englishman’’ if I may adopt my Honourable
friend, Mr. Ranga Iyer’s phrase, and the other a nominated Member who
can command the applause of the Opposition Benches,—almost self-
contradictory terms! (Laughter.) Both those Honourable gentlemen are
Members of this House for whom I cherish feelings of respect and friend-
ship; but if I thought that they had really meant the things which they
#eid, I am afraid feelings under both those heads in my mind would have
suffered a very serious decline. But I do not think that I need take all
that they said very seriously, because, on internal evidence, I have gathered
the conviction that the product which has been put before us—this amend-
ment and their speeches—were not actually the manufacture of that parti-
cular firm. I think my Honourable friends were performing the functions
of middlemen in this business. (Laughter.) What they have put before
us are goods supplied by a well known wholesale house in Calcutta which
has been doing & very active business during the last few weeks and I
am not quite sure if my Honourable friends quite understood the quality
of those goods or the meaning of all the words which they used. (Laughter.)

‘Mr. R. 8. 8arma: A wholesale firm to whom the Honourable the Finance
Member has very often in the past looked for inspiration.

-'The Honourable Sir George Schuster: But enough of that. I want
the House to ask itself what this amendment means and what is the motive
or justification of those who have supported it. It seems to me that the
one thing which has emerged with absolute certainty from this debate is
that the answers to my questions are matters of extreme and insoluble
doubt. It is, Sir, a very remarkable fact that all the main protagonists
have supported this amendment or justified their position on entirely differ-
ent grounds. My Honourable friends, Messrs. Sarma and BScott, sup-
ported it on the ground of my misrepresentation, brought it forward in
order to prevent my smuggling through the Legislature a legislative
provision which would fill up an existing lacuna in our exchange position
and said that their motive was to force us to come before this House and
ask for further legislation in order to fill up that lacuna and thus throw
the whole ratio issue into the arena of controversy again. They accused
me of having misled the House. Now, 8ir, I do not believe that that is a
charge which will be supported by any single one of those who have
followed my proceedings in this matter. I think my Honourable friends,
who have sat with me on the Belect Committee, will acknowledge that
on every point that had arisen I have been perfectly frank, I have been
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perfectly consistent and I have deliberately faced the issues, brushed-aside
all those considerations which I.once. deseribad to them as hopdwinking
considerations. I have told them what my position was, what we can do,
what we mean to do.and exactly what it means. . That, Sir, I intend o
continue. -Now, the essential purpose of what I said fo the House was-this.:
[ said that we were not asking the Assembly to give any fresh confirmation;
of the existing position. Under the existing position, we have Statutory
suthority and Statutory obligation to support exchange on a ls. 6d.. basis.
That is the position which we intend to continue and I want.to make.
it clear to the Assembly that, if we succeed in passing this measure, we.
shall not claim that we have received any fresh confirmation from the.
Assembly of this position, nor say to them ‘‘Well, in 1988, you again con-
firmed the ratio and, therefore, it does not lie in your mouths to criticise.
it or -ask us to change it'’. That, Sir, is, I think, the sort of position,
which some Honourable Members are afraid of being put into by this.
measure. I want to make it absolutely clear that we have no sort of inten~

tion of taking up that stand.

Having made that clear, I was going to show up the absurdity of that
quibble of my Honourable friends that, in seeking to put in provisions
which included the upper point, we were trying to smuggle something’
through the Legislature inconsistent with the attitude that I had taken.
My Honourable friend, the Raja Bahadur, has already quoted from the
leader of the Hindustan Times of this morning which I myself had aiso
brought down to quote. Therefore, I need not repeat that, but I will.
only say that I hope that some of my Honourable friends who proposed:
to support this amendment, when they appreciate the real position, may:
«Mer their action when it comes to voting. :

Now, I come to the three main speakers in the Independent Party
all of whom were members of the London Committee. Now ag to these,.
8 question has been raised as to whether they have -gone back on,t.he‘
London Committee’s Report which they themselves signed. I think @
good deal of unhappy atmosphere has been introduced into this debate
in connection with that subject, and I want to make it perfeetly clear ‘that
I charge no one with dishonesty. I want to make it perfectly clesr thad:
I have always felt and said, and that I still feel and will repeat again,
that the members of the London Committee have rendered their country
most valusble service, have undertaken a very difficult role, and have'
shown great courage in doing so. I want to make it absolutely clear. thay’
I fully appreciate their own difficulties and indeed the difficulties of the
Assembly in connection with these particular clauses. I want to make
1t absolutely clear lastly that I consider that it woud be quite legitimate
for any member of the London Committee on his return to Indis, if after
discussion with his Party he found there was difficulty in getting supporb
for the measure in that particular form, to come to us and say: ‘‘You
must appreciate that if you put the matter forward in this {orm, we shal}.
find it very difficult to get support. Is it not possible to devise some
other form which will serve your purpose and get over our difficulties’”.
If any member of that Committee had approached me on thcse lines, I
should have given very serious consideration to the matter. And indeed
éven without being approached I have been giving very serious considera-
tion to it; but we have found that it is impossible to select any of these:
amendments that have been put forward,—and they are very numerous,—
and we have found it impossible ourselves io devise any formmle whick



39 LEGISLAEIVE ASSBMBLY. [19tE DECr. 1933.

.~'[Bir George Sohuster.] . .
would earry out the intention of the London Committee,"exoept in 'the
form which we have chosen, without misleading the public as to ous:
intentions and without creating what we consider to be a vague situa-
tion which might be extremely dangerous and extremely adverse to the
interests of the country. BSir, I said I could have understood it if my-
Honoursble friends had teken that sort of line, but they have not taken
their stand on that ground. My Honourable friend, Mr. Mody, in his
characteristically broad-minded way, brushing aside all deteils, took, I
think, the wisest line, because, as far as I could understand him, he made
po attempt to meet this charge of inconsistency at gll. But I think he
did make it clear from his speech that he does mean something very
gubstantial by this amendment. He wants to force the Government to
come before the Legislature again. He has thought very hard on’ this
matter. He thinks that if he supports this measure, the position will be
.closed, bolted and barred once for all. He wants by some sort of loophole
to force us to come before the Legislature again before the Bank is set
up. Well, my Honourable friend is always frank and I am glad that he
has made his position clear. It will help the House to appreciate what
our attitude to that position must be. Then, my Honourable friend, Mr,
Mudaliar, did, if I understand him aright, take something like the line
which I have indicated. He asked us to appreciate the difficulties and
he maintained that what he was proposing now was not inconsistent with
the London Committee’s recommendation, relying very much on one
sbntence and, I must say, ignoring what I myself consider to be the vital
sentence. Lastly, my Honourable friend, the Leader of ihe Independent
Party, took an entirely different.line. He frankly admitted, the proposal
«did vary the method which had been recommended in London, though
he maintained that it was consistent with the spirit of the London
proposals, and, finally, with a frankness which I greatly appreciated
::fisuse that was the part of his speech that I liked best, he said at the
“Frankly, I must admit that this amcndment practically means nothing at all.’’

(baughter. )

' Now, how many Honourable Members in the House are prepared fo’
sfand up and say that they are supporting this amendment, because it
means practically nothing at all? Sir, if every Honourable Member
would get up and say that, our position would be entirely different . . .

. -Bir Gowag}l Jehangir: My Honoursble friend has got my speech before
bim. He can quote it. '

~ The Honourable Sir George Scﬁmr: I have not got that part of
Hbrourable friend’s speech before me. = B P my

- @ir Gowasji Jehangir: I will give it to him if he wishes.

- The Honourable Sir George Schuster: Does mv Honou - frd

- T ) : ] vy Honourable - friend
dispute that he did say at the end,—‘‘frankly, one must' admit that $his
amendment means very little ab all”, or words to that effect? -

¢ 8lr Gowssjl Jehanglr: Yes.
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‘The Honoursble Sir Geetge- Bohuster: 1 do not' wanb e~ mistepresent’
my Honoursble friend, but I think that is more or less what be said: -

Mr. B, R. Purl (West Punjsh: Non-Muhsmmadan): ‘I think we hed’
better know what the exact words were. Lo

The Honourable Sir George Schuster: I think I am supported goneral-
ly when I say that that was the impression created by my Honouratls
friend. Sir, that is the position; but before I get on to my main argu-
ment, I want to finish off what I have to say about this London agreemecnt.
I must tell my three Honourable friends, to whom I have already refer-
red, that although I have not the elightest doubt that they have satisfied
themselves in their own minds that the position that they have taken up
is perfectly consistent and absolutely straightforward, I must tell them
that so far as I am concerned, I am quite unable to accept their position
that the views which they have advanced and the amendments which
they have proposed or supported are mnot inconsistent with the recom-
mendation contsined in the London Committee’s Report. 1 am quite
prepared to admit that that is a personal opinion and that it js & difference of
opinion, but I must make my opinion clear and I must also make it clear
that it will be so regarded in London. Now, I do nof think that that is
an unreasonable- position and I also challenge anybody, including my three
Honourable friends, to say that we could have embodied the recommenda-
tions of the Landon Committee more sccurately and mors précisely thad
we have actuslly done in clauses 40 and 41 of the Bill. ' ’

Mr H. P. Mody: Will my Honourable friend tell us what mesning he
attaches to the words, ‘‘that it is for the Government and the Legislature
to examine these and all other relevamt considerations with &. view to
ensure a minimum of avoidable strain on the Currency Authority. in
India’’? At what stage is such examinstion contemplated ?

The Honourable Sir George Schuster: That represents the view of a
considerable majority of the Indian delegates . . . . . ‘

Mr. H. P, Mody: That is ourselves.

The Honourable Sir George Schuster: I do not dispute that, but what
I have always asked my Honourible friend to explain, and what he hes
never explained, is how he deals with the sentence to which he himseff
bas appended his gignature: o b :

. “'On this basis the exchange obligations incorporated in the Bill must :
30 n; accord with the rupee-sterling ratio existing at the time when the Bill is intrd-
‘duced,”’ '

8ir Cowasji Jehangir: May I ask my Honourable friend one question?
In it open to my Honourable friend, with the sanction of the India Office,
0 vary that agreement as he clicoses while it is not open to us to vary
it in a way that does not go ageinst the spirit of the agreement? H
can vary it ge he chooses with the sanction of the India Office, but we
aennot vary it even if we observe the spirit of the agreement? .Is that
what he means to say?

B
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. who Hopourable Sir George Schuster: My Honourable, irignd s .question
is obviously - eampletely absurd. _The position I am teking up 18
that we have never claimed and never suggested that .t]:ue Legis-
lature ' is in bny way bound by what was -settled. in ~ London.
Nor have I ever suggested that it is Dot open to .any member.
of that London Committee to change his position if he chooses
to do so. But the position .which I myself take snd haye always
taken is that this represents a position which, so far as the Becretary
of State is.concerned, is regarded as an sgreement to which he i bound.
I explained to the House the other day that he regards himself as ‘boung
to put forward these proposals with the same authority as His Majesty’s
Government's proposals in the White Paper. Now, if that is the position
which he has frankly taken up, my ‘position is that, if this Legislature
departs from any substantial terms in the scheme recommended in thut
report, then obviously the Secretary of State is no longer bound, as p
have pointed out that he regards himself to be. MJ Honourable friend
has asked, what is the position as regards the modifications that Bave
been made? But those are all modifications which have been made with
the approval of the Secretary of State. If, in order to meet wichéd
expressed by the representatives of the Indian Legislature, he likes to
depart from ‘conditions which the London Committee has laid down,
obviously he can do so. My Honourable friend has not been asked t6
depart from his position in any way which he resents. He has agreed to
and indeed advocated all these changes which ‘we have recommended.
Bo, I repeat that my Honourable friend’s question’ was entirely absurd.
Now, Sir, that is the position as regards this agreement. This Legislature
is not bound and no Member who signed that report is irrevocably bound,
but if this Assembly does not pass a Bill which embodiés the main festure
of that scheme, then the whole of the results of our London discussi¢ns
are liable to go by the board. That would be a serious result” which I
consider would be very adverse to the interests of India, because, I repeat,
that the Indian delegates in London did succeed in obtaining a great’ many
concessions of substance from the British side and served their country
very well in that-result. o A

Now, Bir, T want to come back to the main question of this amendment:

What I want to ask Honourable Members is that, after they have heard
all the speeches and heard the various differing groun¥s:;om - which:- this
amendment has been supported, does any of them know precisely what it
means, what'exg'ctl,y the result is.that.it, is jntended.to-produce.and. what
exactly our position would be if we were to accept it? Now, let me try
% indjcate o the House exactly what would be the effect of the amend-
ment. .In the ﬁrst.place, it will not force' the Government to come beft_)?p
the Legislature again. On the contrary, it will tend to keep the Legisla-
ure out. Let -me ask the House to comsider what. might. happen?
Eupt;;]oamg in the period before the inauguration of the Bank things go on

8 they are, we need do nothing; we need not come before the House
galn; we oan carry on perfectly well without an upper point. That
Fosition has already been made cledr. But supposing, on this cthier Kand,
main countries c:tsabcitl)il;e mplated in the Preamble arise; supposing sll: thie
lated io the Prosable :vi?xll[:l on a gold basis, then the situation contensp-

.  rreal arise. We have slways contemplated that
when that situation arose, the whole matter would 'be ‘reviewed. ' Now,
these things bappen endieul. M Fonouwable bgend, the Laaser of o

lependen arty, has often pointed out how suddenly ‘the exdoutive hus
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to take action in the firet place. Well, we might hdve to -issue an
Ordinance. Supposing we were going to put the rupee on™.a' gold 'basis
again. at o new parity, we should undoubtedly, in the first place: linve to
achieve that by the issue of an Ordinance. If that happens at any time
within six months from the setting up of the Bank and if my :Honocurable
triend's amendment is passed, our legislation by Ordinance, which ought
to be in force only for six months before we have come to the Legislature
for confirmation, would in effect be picked up by the provision which my
Honourable friend seeks to insert into the Bill, thus making it the
permanent law of the country. My Honourable friend says'the rate pre-
vwailing according to the law in force on the day before the Bank is set up,
“‘Law in force’’ covers an Ordinance. The Legislature would be' completely
side-tracked. Is that the intention of the Honourable Mamb’erh whc have
supported this amendment? On the other hand, if you leave the position
as we have put it, then if India comes back to & gold basis oh & mew parity,
we have got to come forward for amending legislation. We are putting
it into a Statute which has gov to be amended. Whether it is the existin
Currency Aect or the new Reserve Bank Bill, it is a Statute and it woulg
have to be amended in those circumstances. My Honourable friend’s
proposal, as I said, creates the definite possibility -of side-tracking the
Legislature and allowing the (Government to continue without ever consult-
ing thiec House again. Then, 8ir, what is the second result? Obviously,.
an amendment of this kind must create uncertainty. After this debate,
can we on this side possibly take our stand on the position that oy
Honourable friend. the Leader of the Independent Party, has taken up
that this amendment practically means nothing?. The Assembly can claim
that it means something quite different and the public will believe that it
means something quite different. How many Honourable Members—I
repeat that question—will support it if they are told and believe that it
means absolutely nothing? Will every Honourable Member get up and
testify publicly when he goes back to his constituency that he has passed
this wonderful amendment which means nothing? If I can get a written
assurance from every Honourable Member of this House ‘that that is their
position, then I might regard this amendment quite differently. '
Now, I.want to say sometbing on this question of speculation snd the

results of an amendment of this kind. In the first place, let. me.just read
to the House s report which has sppeared in & London paper; the Mozuing
Post. us to the significance of this amendment. The Morning Post has. n
very acute Indian correspondent and they have dealt with this. matter
rather fully. They say: o o . L

_ “Devaluationists have hit on new method for, attacking the -rupee ratio under
cover of the Reserve Bank Bill. Tt s en:bodied in an smepdment that for require:
ments that Bank should on ‘demand buy 'sterling at 1s.'6d. should' be ' substitui
provision requiring. aterling to bs bought at rate at which -on day - béfore  provined
comres into force Governyment are Statutorily obliged to buy- it. : Devaluatiqnista azgue
that while Currency Act prescribes selling and bnyln%‘.mteu.jor gald "there has ﬁ
Been sirice departure from 'gold standard 's -correspondifig specific ‘stht; "'oblighktia
to ‘buy sterting at fixed' ratio.. By deleting such provision from Bill but & ing 'pro-
~isign that . Bank 'shall buy-at statutory rate already applying to (Government. they
would co::pgl Government, to introduce legislation to place themselves under such staty
tory obligation. ' Hence it _is contended, that amendment if adopted wonld force ‘Govedr&
m: to throw whole ratio question into melting pot again’ befors Bank ' comes "i

" Now.. 8ir. thist.shows. the sort of impression which is crested. Again,
JX.want to say something sbout the.speculators. My Hapgurable,. ena
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[Sir ,Gearge Sohuster.] . )
Bir Cowasji Jehangir, has told me that I am raising & bugbear which bas
no real existence. Sir, I do not believe that there aure many Members
in this House who know what dirty methods these speculators adopt or
how they .are certain to take advantage of any rumour or any suggestion
of a change and exploit it for their own profit. Now, Sir, I want to tell
the House & little story. (Cheers from a Non-Official Member.) My
Honourable friend’s applause is premature; it is not a funny story.

Op the 2nd of December, when I was busily engaged in this debate,

8. certsin incident happened. The Additional Secretary in the Finance
Department was sitting in the official box in this Chamber when a repre-
gentative of the Associated Press called to see him and said: ‘‘Ob, with
reference to this letter of yours, which I have just received, I have already
put it on the wires to go off to Calcutta and Bombay, but 1 want to ask
you whether you have got any further information to give me’’. And hg
put forward a letter with the heading ‘‘Finance Department’ signed
apparently—a well forged signature—by Mr. J. B. Taylor. This is supposed
to be a letter from Mr. Taylor to Mr. Sen of the Associated Press. .The
letter runs as follows:

* “Dear 8ir, we understand President Roosevelt has been persuaded by his Aqvm’ri
to follow the slippery path of unchecked inflation which will mean an entire eollapse.
of other currencies to start with. Currency authorities are -adopting measures .im
all countries to-prevent American action from reacting too violently on.them, but i, is
certain that in the early stages there will be almost complete dislocation. 1t  seema
mmportant to warn the Indian market at once of the violent fluctuations that are xire
to occur in the next few days although in India nothing more than a fall of a penny

in the rupee .exchsn_se may result. Will you issue the necessary statement, beginning
“realiable private advices show, ctc., etc.”

Yours Sincevely.

1. B. TAYLOR."

As voon us Mr. Taylor saw this letter, he said: ‘‘This is a wicked forge
which will lead to the most disastrous consequences, you must stop this
at once’’. The Associated Press reprisentative said: ‘‘I will do my best,
but I have alreéady sent telegrams down to the Post Office’’. As a matter
of fact, -however, he was able to save these telegrams going off by thirty
seconds thanks to his promptness, a serious disaster wag averted. If

the telegrams had gone off, there would at once have been panic in Calcutta
and Bombay. '

- Now, Bir, that happened just after T had made a very definite state-
ment in this Houge as regards our exchange policy, and the Secretary of
Btate had made a similor statement in london. Those people who had
been gambling on creating unoertainty during the discussions on the
Reserve Bank Bill had realised that we had spoiled their game and they
thop had resort to this kind of move in order to enable them to cover up
their. purchases in one day’s panic. -That, Bir, is the class of persons with
whom one has to deal, thesc are the sort of vultures which are hanging
aver the,,p?mtlon- . And if we allow any uncertainty to be created by any-
‘thapj_z that is .done: in this-Hous-, it ia absolutely certain that there are 'peol;le
w]::!fmihabout wnth.pcisitions ulrendy created to take advantage of thas,
whila the poor aericulturist, whom some Honoursble Mem ve in
mind, will sit %}}‘gbis B'g"&g_.c and syffer f.?‘? worse in.ﬁcla’ loggq?nﬁr;b:; it we
kept the pqs'fé on stable fo that he knew where he was.- A very similar
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result was nearly created last week when another rumoudr was published
to the effect that Governiment intended to compromise on this ratio issue.
As a matter of fact, of course, we arranged for the contradiction of that at
once. In Calcutta, owing to the fact that we had made a very strong
statement a week before, the rumour was nct believed and it had no parti-
cular effect. In Bombay, I am afraid, there were more credulous people,
and the rumour had an effect, an immediate effect, both on existing prices
and on the prices of Government securities. Fortunately our contradiotion
came after about half an hour and the effect was stopped. That shows the
atmosphere in which we are discussing this legislation and I do not believe
that five per cent. of the Members of this House realise what are the rigks
against which we have to guard and why it is nccessary for us to take up
the very strong attitude that I bave had to take up in connection with this
matter. That being the position, T must make it clear that we intend to
mdintain the presént position, thut we cannot allow the Il to pass into
law if it contains auy amendments, such as the present amendment which,
scdcording to Honourable Member’s own representations, will leave the
position vague and uncertain. That is cur position and there must be
no misunderstanding about that. I ask, what would be the position of
Honourable Members if this amendment is passed. They will, ar T have
already pointed out, achieve sbsalutely nothing, they arc not goiag to put
this matter any more in tbeir power, 1 fact legs; they are going to create
uhcertainty in-the country ir which the speculators will. thrive and the
people who are trying to do genuine busincss would. suffer, and they .are
going back to their constituencies wo tcll people, what?  They will: may>.
"‘This wicked Government which we cannot remove is maintaining its
position-in spite of all we say’’,—(Loud applause from their audiance). ‘‘We
took a strong line in the Assembly, we brought them to book’’,—(Loud
and prolonged applause, and a Voice: ‘‘How did you do it?’’) And what
will: be their answer? ‘‘We gave them a blank cheque’’. That is the
répult. This amendment gives ue a blank cheque. To us, the Govern-
ment, that you cannot trust to do what you want, the Gowernment that
you want to bring to bhook, you give us a completely free: hand to. do
exactly what we want. I submit that it is a misconceived amendment,
it will not fulfil the purpose of any one who has supported it, but. it will
pflahy into the hands of speculators and do this country a.very great deal
of harm. A

. Now, let me turn to the merits of the case. Had time been available,
I should be prepared to talk for three hcurs on this question, because, I
have had no time at all in past debates tc deel with the miérits" of this
case- This case has heen argued before us mainly as part of an attack on
our currency policy and it has been argucd very largely on the ground of
the miserable condition of the poor agriciilturists and based off ‘the desire
lo help them. Now, Sir, there is no time for me to go into the whole quesl
tion of currency policy and effects of devaluation. T pointed vut the
other day that devaiuation of currency caunot incresse the wealth of the
country, it can merely alter its distribution. Tt serves some people’s pur-
Poses, 't makes the porition of others wotse. Ohviously if a currency awtho-
rity says: ‘“We are gofiig to tdke every rupee in thie ‘pockets of the pedpld
two-thirds of what it is at present’’—and, Bir, it is very surprising that a
tourse of that kind should have aclicved the amaging popuiarity whiskr it
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= {8ir" George Sohuster.] . pi D I R T
46ems to have—if the curreficy arithority’ takes that line, then clearly they
are. going to make the position worse for those ‘who hold money, theyare
going to make the position worse for these who have fixed claims in money
and they will make the poeition bettst for those who owe money and for
those who have goods to sell. ' There"is one very important elass of people
who have fixed claims in money and these are the labouring classes, working
for a fixed money wage. I must confess, I wae extremely surprised to
hear my Hoppwable friecnd, Mr. Joski, comnc out and support shis amend-
ment. But I must also congratulate. my Hunourable friend on the general
tenor of his speech. He did make, if T may say so, a very comprehensive
review of the situation and he pointed cut that mere currency depreciation
must, of course, adversely affect the wage-earncr. But-he said: *‘If you
safeguard me against that and do not take any other steps, I nay be worse
off even then if you depreciate your currency’’. That, I think, is roughly
what my Honourable friend said. Hé is perfectly right and I'want to say
something on the other steps afterwards. But thers cannot be any: doubt
that if you cdn isolata the effects of devaluing your currency; it does amount
to a cut in' wages and that is why 1t i3 rupported by- my Honourable friend,
Mr. Mody. ‘There, Sir," you have the first clear igsue, undoubtedly. cur-
rency devaluation for thé time'béing helps the industrinliet. It reduces
the teal burden of all his fixed charges ineluding, first and foremost, his
wages bill. Tt is' a secret cut in wagés which does not hkave to be ‘made
good so quick!ly'as 8 direct cut made have to be. Now, T cannot attémpt
to @eal with all the facts, but I do wish to say something sbout the ease of
the actual agriculturist. There was u goud' denl of talk goihg on on the
Benches opposite when:an Honourable Member sitting behind me was
making a speech yesterday and the Deputy President ocoupying your Chair
cilled him to order for spesking on irrelevant matters. Now, Sir, if his
i8'a debnte on -measures to help the positinn of ‘the actual ‘agriculturist in
the dountry, I maintain that my Honourable friend’s specch was the only

felevant speéch that hay bee “in : '
(Hear, hear) - s been made in  the course of the whole debate.

Sir Oowasji Jehangir: Including the repudiaticn of debts?

Mr. K. O, Neogy (Dacca Division: Non-Mubammadan Rurqi): Includ-
ing the suggestion that debts borrowed by the cultivator should be dis-
owned and never re-paid. ' - ' o

« 'The Honourable Sir Gearge Schuster: He did endeavour to make the
House realise what the position of the cullivator agtually is; and I am
quite. certain that if T could. get a c'ass of Honourahle Mem! ers opposite to

- gib with me and go carefully througn a list of the typical cultivators of this
eountry and consider their position. ss it is today. they would come to the
eonclusion which I have done that anything like devaluing the rupee to
1s. 4d. or whatever level you like is not going to do any good in the present
::"]muastaﬁceq t;) t(lile orioor Jgt’i(:{lltgl’iﬂt% Sir, we are always. accused on
e Government side of not stadyiug these matterg and sikting idly ~ with
folded hands watching Rome burn, absolutely m;:,raless ‘ofl%vgﬁit) Z!i"e the
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real facts of the dituation. I must ask the House:to helieve that I have
heen trying to study th> situation ever since ! have been in. India, and I
have tried to examine the position of the actual cultivator to see.whether
I could support any proposals for devaluing the rupee on the basis of the
benefit that that would give to him. And, Sir, I have come to th":.v eoncly-
sion that it would fail entirely to benefit the ordinary average cultivator in
this country. I have got a lot of typical Lbudgcte here and T wish I had the
time .to take the Housa rhrough them. But I will take only one just to
try and make the Houxe face realities in this matter, hecause all our talk
goes on on the basis of old cliches, talk about the wicked Govemme:}fs
policy, organised robbery, and 8o on, and I have never heard a speech in
any debate on this subject in this House which has' tried to get down ‘to
realities and work out how it really would affect the actusl peoplé in this
country, the biggest class of the people in this country, the actual agricul-
tural producers working on the land. Now, Sir, take the case of oné of
the budgets of the ordinory small cultivator in the Punjab, pnd ‘the Punjab
Government has made some very careful inquiries into family budgets.
Here you have a man,—I will put two parts of the vear together.—both
the rabi and kharif crops, who produces gram, wheat, bhusa (fodder),
jowar, bajra, dal, dhan (paddy), mung (pulses) and ‘gur." His total pro-
duction of these crops for the year is worth Rs. 160-8-t.. 1p addition to
that, from his buffaloes he produces ghee worth Rs. 70.. . 8q, his_fotal
produce is Rs, 280-8-0 and that is all produce *or Jocsl eale. - Now, the
price of none of those. articles is go'ng to rise if you deva'ue the rupee, for
they. are sll.products for which there is onlv env internal market, except
only the wheat and that. will not rise, for the price of whrut in India is,
owing to our import, duty, well above world parity. The price of cotton
or jute which is fixed secording to internatioral rrices might, of course,
rise—I mean it would be able: to' rise.—but for all these. articles,—and
over 75 per cent. »f thc production of the ordinary agriculturist in India
doer consist of articles which. are. sold locally,—for these . articles. the prices
would -not rise immediatelv .on the devaluation cf the rupee. .Now, here is
the case of an individua! .whose income is Rs. 280.8-0, and -how does he
spend that? -As regards his food, flour and ghee, he exchanges some of his
products for flour and uses some of his own ghee.

_ Mr. Muhammad Yamin Khan: Muy 1 ask the Honoutable Member a
Question ? When the Honourable Meihber said’ that the price of cotton
may rise, did he menn long staple or khort staple cottan ? ' b

-+ The Honourgble Sir George Schuster: What. '] meant was that, with
regard to an article liky cotton, the price of which depends” oni‘the interna-
tional mg.rket, if you reduce the value of the rupee, the price. of that,—
because it is an international quotation.—wou'd rise.:' And -that ‘must be
8o whether it is long or short staple cotton, because there is: an international
price of both. R G :

... Diwan Bahadur A. Ramaswami Madaliar (Madras' City: Non-Mubam.
madan Urban): And it will have no effect on tﬁ(ypﬁce of btaler' artitlz\ﬁ;:la?m
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.The ‘Honoursbie Sir George Bchuster: I have not finished my state-
ment of the case yes. I am taking the case of this particular small cultivator
and I say his.food which represents his vwn. produce or what he gets locally
4n.exchange for his own produce, costs him Rs. 60. His cultivation ex-
penses, i.c., seeds and smaller tools, cost him Rs.. 12-}2--0‘; snd payment
to kamins, that is, to the village blacksmith, et cetra, in kind, Rs. 58-0;
and the maintenance of cattle, Rs. 70—that is, taking the value of his
own produce. . The total of that is Rs. 148. That represents about 63
per cent. of his total expenditure which he reslly meets in kind. There-
fore, the price of the produce does not affect him at all &s regards that
63 per cent. ,Then, he has cash purchares like salt, sugar, oil, tobaceo,
¢lothes, ete., the total of which is Rs. 86-12-0—that is about 15 per cent.
of hig total expenditure. Then he has certain rupee payments as on cere-
monies—and it is an extraordinary thing that, even in these bad times,
in every one of these small budgets, you find that something like 10 per
dent of the expenditure of the year goes on ceremonies. This comes to
Rs. 19. Then,. ‘bribe to petty official”’ (Laughter),—that is also a umiversal
item,—Rs. 4. '

Sir Oowasil Jeliangir: Will that go up too?

. .'The Homourable Bir George Schuster: That remains the same. The
‘tatal of these two cash items—ceremonies and bribes—is Re. 28; and
then land revenue and water rate come to Rs. 29-8-0. .The total of the
itetns of expenditure which I have given comes to Rs. 237-4-0 against the
value of praduce Rs. 230-8-0. The balange in this case was covered: by
presents and a small loan. Now, Sir, there are in that budget items
amounting to about Rs. 36 representing expenditure on articles that have
to be purchased for money, the price of which undoubtedly will rise if the
value of the rupée is reduced. The cost 0f his oil will certainly go up, the
‘cost of his cloth will go up, the cost of his refined sugar will go up; and
what T.am trying to point out to the House is that on the one side' this
particulsr culfivator is producing nothing the value of which will go up if
the value of the rapee goes down, but he is spending more than a seventh
part of his income on buying goods the priee of whieh will go- up. ‘And I
maintain that, in that particular case, the particular. cultivator will be
actually damaged by develuing the rupee. Now, my Honourable friend,
Mr. Neogy, asked. ‘“What about his debts?'’ Well, this particular indi-
vidyal bas debts of aver Rs. 800 on which; at 20 per ceat.- interest, he
qugﬁ_t\ to be:paying Re. 120 a year. At present he is paying absolutely
nothing; the money-lender is not collecting his interest. On the other
hand, he is still allowing that man to spend Rs. 86 a year on necessary
purchases and Rs. 19 on ceremonies. That really is the key to the position.
At present in India, and India is still on a primitive basis with its primitive
money-dending system, the main burden of the present depression is being
taken aot-by the .agriculturist but by the money-lender; and my Honourable
friend behind me, who spoke yesterday, was, I am certain, right when he
said that in good. times the money-lender gets a bit more out. of the oulti-
valar, in bad times he is elastic in his demands and he goes short. And,
in times of prosperity, what happens to the cultivator is that his credit
becomes better and he gets more deeply into debt. He borrows as much as
he can borrow and the money-lender is the shock absorber in this whole
economy. It is he who is bearing the main burden at present gnd not the
agriculturist. Now, Bir, I fretly admit that it the present level of prices
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continues, and if wa are to go on for long in thid atate &f nffairs where the
ordinary -cultivator is not.able to meet any. of the interest due on his debts;
8 very serious situation may arise in India-und that will have to be tackled.
"And I freely admit that out of this situation there are arising problems which
Government ought to be.considering. Honourable Members are quite justi-
1e fied in putting this point to-us. Therefore, I very much welcome
1 ®M the suggestions made by my Honourable friend, Mr. Mody, by
my Honourable friend, Mr. Joshi, by Mr. Mitra and by Mr. James that
Government ought to do something to consider what the effect of the
present economic crisis with its quite unexampled depression is on the
country, what it is leading us to and what steps must be taken. But that
is in the line of direet action, and when I say direct action, I mean action
which is directed at a particular evil which has been revealed as a result
of scientific and careful inquiry. That is something quite different to
shooting of a bolt into the blue in the way that thuse who ask for devalua-
tion of the currency would have us do and trusting that some benefits from
that will somehow come to the cultivater. As I have said, I am perfectly
certain that none of the benefits in present circumstances will come to the
cultivator, and that the whole of the profit will go in the first place some to
the manufacturers, but mostly to the speculators and those who are degling
in export and import trade in India. fw‘ish there was time to dwell more
thoroughly on that subject, because I am convinced that Honourable
Members who really have the interests of the agriculturists at heart would
not support this kind of measure at present if they studied the situstion.
But they would come back from that study reinforced ‘lfob',gbly in their
demand that we should do something on other lines to deal with the present
situation.
A good deal has been said about the position in other countries. Again
I wish I had time to deal with that fully. But a reflection which I want
to put before the House is this: if one looks round the world todsy, one
could find examples of countries which have tried practically every kind
of policy and every variation 6f policy. You carn point.t6 the “‘old guard”
like Holland and Switzerlaind which still remain on their pre-war- gold
standard. You ‘edn take the countries like France, Italy and Germany who
have devaluated their currency and have now come back to the gold standard
and are sticking to it like grim death: they have been through devaluation,
and the one thing they are sure of is that they are not.going through it
again if they can help it. You can look at the whole sterling area which
keeps a sort of middle course and I think the sanest coursé in the world
today, where in terms of gold the currency hus been depreciated by 30 to
40 per cent.” Then you can turn and look at the extreme cases, and the
most interesting case of all is undoubtedly the United States' where this
great experiment is being made by President Roosevelt today. I1n all
those countries, I maintain, the position;, is very much the same. You
cannot point to any one country and eay ‘‘they have tried a particular
experiment and they have prosperity: we have not and, therefore, we are
in migery’’. It is not true.. Holl&ng,v where, I said, they bad stuck to their
old pre-war gold standard snd-ave, therefore, at their pre-war parity—Hon-
ourable Members are quite wrong in saying that India-is above its pre-war
parity in relation to all qther countries—we are far below .those countries
whuch are still ot the old gold perity—Holland has a large foreiyn empire
ta deal with very like India in some respects: -yet they Have stouk to their
oyiﬂnal gold standard and I do mot believe their position is any better or
wotse: -ﬁgaﬁ most other countties. - Yor find différences,’ of course; and there.
 otie country, Jupan, whici may be quoted as having achieved success
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4y 'means of currency depreciation. - But tHat i8 just -oné of the exceptions
tehich proves the rule, and a study of the case of .'} apan will bé very instrug-
4ive ‘to sll' Honourable Members who are interested in this subject. It
‘reveals the differences of the effects of that sort of policy on a country like
Japan and 3 country like India. ~Japan went through a terrible. struggle
keeping on the gold standérd several months after we went off. During the
time of that struggle, they worked up the efficiency of their industries to
something which the world has never seen in any other country before:
then ‘they let their exchange go and immediately gave all their manufactur-
ers s considerable advantage; and having worked up their efficiency,. as
T say, to something far higher than we have in ‘this cpuntry, with the
‘advantage’of exchange depreciation, they were able to capture thie expart
‘markéts of manufactured goods from other countries. In India we have
no parallel to that at all. What sre we suffering from? Take juté which
used to be our biggest export: our juté exports used to be over 80 crores—
they are now down to something like 17 crores. We are not siffering from
‘the fact that our prices are too high, we are suffering from complete absence
‘of demand; and if we depreciate our curreney’ and pu{ up rupee prices
‘of jute, we shall not improve our position in the very slightest. In'fact
we may make it, worse, because, if we put up the local internal ‘prides, we
will very probably encourage people to go back again to cultivate jute; we
shall over-produce and the last state of the producer will 'be worse than
the first. These things ought to be studied in relation to the meeds of

Dkt

each country and the position of each country. ™

Now, before I leave the cuase of other countries, I just want'to si¥
something  about the United Stuwtes.. My Honourable friend, Mr. Mody,
seems to regard my predecessor, Sir Basil -Blackett, very much like the
curate of the story regarded his egg. He is ‘‘good in parts’’ and it suits
my Honourable friend to quote him in parts; but if my Honourable friend
had gone on to fell us what Sir Basil Blackett said about the United
Btates in that gpeech from which -he quoted,. I think. it ‘would have been
very instructive. . I just want to read two. passages; towards the end he
Bays: . ' :

“But, the ‘interesting thing is that onc after the other all Fresident Hoosevelt's
devices have suocceeded only to a very limited extent in raiging; prices; and undeuhtedly
the industrial codes have raiscd costs aut, least ns much as they hn.verra.med prices
1w most cases,” o o T

P B BER] .
;'And then, again,  he says:
 ““The chief effact of the raising . of rim.y in Amers -been ‘
tendency of world prices to rise and uf threaten a eiTl,l. “:o g?l:i h}?:ioen. ’l?l:s:tﬁ,: :::
ultimately for the good of the world. The chief effect has been to initiate one ma
.;:}I)egltneq‘t'cdm ;‘ﬁhe'pompetltive depregu_ltion of currenciéa throughiont the world, :{;
"lik:.uc'o-:;e r&vgﬁ;;my lfrcs;\ o::npetﬁave’ depreciation of currencies and get something
thet ia,undoubted ly du;,tp u:" womsmngtorewh tho‘tmu of pmt?em

1

_ Now, the Honourable Member, the Leader of the Tndependent Part
has said ﬁhﬁt.ciﬁqmﬁtmcés"};gvé{ changed since he dmmus;sp:é1 this mz?tye;
in London, and he hsd particularly in mind : the state, of sffairs in the
United States.. If that has eny effect on our, position,.I should. say ib is
o “quite. contrary . to, that, which .my Honoyrable friend would hava.us

© into account. It seems to me that what is happening in America
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is_showing up the dangers and difficulties of these attempts to create
presperity artificially -by monkeying. ahout with: ‘your; currengy and mone-
tary policy. 1If ever o determined effort,.was made by a.. Government. or
vdther by a single man Who had the power to carry it-out, .that. effort. is
being made in' the United Btates today. . But experience shows us.that,
ag each step is taken, it produces reactions which were not thought about
betore. ' And then some néw step bas to be taken to corrcet those
reactions. That, - again, seté up further reactions, and the result 1s. that
President Roosevelt has been continuously, one week after ancther,
forced to devise some new expediemt to ‘correct the undesirable. eflects of
the last one he has undertaken.:: He "has been' led - deeper-and deeper
into a morass of difficulties, snd the result is a thing .on: whith we .ought
to reflect very carefuly. -Amerien i8 8 very powerful coumtry. It hes,
by virtue of an elected President who has enormous powers,:s very effective
executive. The President, as.I say._is in a 'position to.carry out' things
which practically no other Government in the world is in & positicn to do
today. America in those circumstances can perhaps afford to take risks.
Bhe is very self-sufficient, she has no foreign obligations, she-is not
dependent on others; she: depémds on .her own oredit, ‘and.she can experi-
ment with her internal economy, and what is happening to her credit or
trade outside is to her a matter of minor importance. Now, in India, we
are in a very different position. Unfortunately, we.are a_ debtor:country,
end we are dependent on .our foreign trade for all that margin of cash
purchases to keep the country’s standard.of life and the economic
machinery going. For:us to.take the riek of being led further and further,
ag President Roosevelt has done, is a course. which, 1 submit, n» Govern-
ment, with a full sense of its responsibility, could possibly undertake,
And I wish to ask the House particularly to realise this. Any  step of
devaluation will be only the first ‘step in the general demand. It is the
most insidious drug that can possibly be administered to s patient. T
admit, it may be a stimulus to a certain portion of the sconomic body,
bu#.ib is. & most dangerous drug, a most damngerous stimulant, the use of
which encourages the demand. It can at best, as a friend of mine who
wag Finance Minister in New Zepland said, it can.at best be described as
& ‘‘cocktail bounty’’.. It gives. an immediate fillip possibly to certain
industries, but as soon as.the effect of that ig worn off, .things are as
before except that a demand for more will have been created and, if we
were to start upon this course, no one can say what would be the end.
The final end is..always @ :day of reckoning which brings. upop countries
results which were never .contemplated. One of the most interesting
things in all the discussions I had in London this year was to see how
the Freneh, who had. been through this process of devaluation, regarded
the pospibility of further devaluation. They simply dared pot face it;
their small monied classes have seen their fortunes diminish to one-fifth of
what they were before. They dare not put the country -thropgh that
again. Sir, these are the sort of lessons that we ought to learn, and before
Honourable Members ask .us to. emhark .on eourses of +this kind, thes
ought to reckon out very carefully the effects on India, on India's public
finances on the one side and the benefits on the other, and. they will find
that the benefits, such as there are, would go to persons that they would
not wigh to.benefit, and’ that the adverse effects may jeopardise India’s
future for & long time, But, Sir, that is all rather outside the present idsue.
The present issud’is merely this smendment which is' meaningless, but
which yet will have the serious practical effect of leaving the position
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vague and opening the door fo speculation. In that period of specula-
tion; - ell those interests that really need the bensfit will suffer, and mo one,
neither this Legislature nor any other interest ini the country, will derive
any good at all. . There is one sound course for this Houge to adopt, “imd
that is to get this Reserve Bank seb up as soon @s possible. -Then ..they
will have the control of currency taken out of ‘the -hands of this ‘‘wicked
and unsympathetic’’ Government, they will then be able to influence the
course of affairs much more effectively tham they ¢an at preseni. Thap
is my real answer to all that my friend, Mr. Mody, has said. Help ua
in our honest endeavour to help you and get this Reserve Bank set up,
Woe. are taking greab risks. If we really wanted to retain control and s
rigid official system which disregards public opinion, then we would be
making delays as regards this legislation. Honourable Mcmbcers have-not
realised what courage we are showing in asking them to adopt this course.
That, from their point of view at least, is the right course, and, on thess
grounds, I stringly advide every one in this House not to vot¢ for this
amendment, but to let us proceed with this Bill and get the Reserve
Bank set up as quickly as possible. (Loud and Prolonged Applause.) -

_ Mr. B. Sitaramaraju (Ganjsm cum Vigagapatam: Non-Muhammadms
Rural): Sir, as the Mover of the amendment for 1s. 4d., T owe it to the
House a personnal explanation. Somé Honourible Members in thin House
have suggested that I was not seribus in moving that amendment. ¥t is
certainly not correct to suggest that. Not only now, Lut even on the
occasion where the remark was made, I said it was not true. The reason
why my seriousness in moving this amendment is questioned is, it is sugh
iested, 1. did not make a long speech. I made it very clear in that speed:

hat as I had taken a very lorg time on this very guestion on the fAres
day of the debate, I would not be justified in repeating the remarks whish

I had made ion. this question. We have been heating very stradé
ecoiomic theorles and reasonings of late; to that may be added this theory
that, in order to prove that a man is reslly sarious, he should make a long
speech. Sir, T was never more serious in my life than on this amendmenty
tor do I ever move any amendment without being' setrious. ' '

Mi, Pregidont (The Honoursble Sit  Shanmtlkhani Chetty): M.
Barmsa's amendment will be put to the vote first. 1f {hdt is adopbed b
f.h'e House, then fhe other ameéndménts fail. T MY, Sé.r'rWﬂ’s’!M"enM
iy hegatived, then Mt, Mitra’s ameéndrment Will Be put to thé vots: and i
that is négatived, then Mr. Raju’s ameh@ment will be put to the vote.

[ Tp—

“That for clanee 40 of the Bill; the following Be shbstiatad —

. ‘40. The Bank shall sell to any petson -tho makes & deiiarid inl the§ beRALf dndt péyd
the purchase ptice in legal tender eurrency at its office in Bombday, ‘Calcatts; Deltel,
Madras or Raugoon, gold. for delivery at the Bombay Mint dt the rate which raay be
fixed by the law which is in force on the day prior to the coming into force of thm
section or, at the option of the Bauk, sterling for immediate delivery in London at thd
rate and sibject to the conditions under ng'c:, on thé aforesaid aby, thé Goveriod
General i Couneil is, by ldw, dnder obdigation f& sel steriing’.”
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The Assembly divided :

AYES—45. -

Abdu.l Mstul Chmd'l:l\:ry»
1]
la, Lala' Rameshwar Pmad
Bﬁa at Sing, Mr.
andl Mal Gols, Bh
Chinoy, Mr. Rahimtoola M
Dumasia, Mr, N. M.
Dutt, Mr. Amar Nath.
Hari Raj Swarup, Lala.
Hoon, Mr. A.
Isra, Chaudhri.
Jadhav, Mr. B.
Jehxmgu' Sir Cowa.sp.
Jog, Mr
Joshi, Mr, N M
Lalchand Nnvdux, Mr.
Liladhar Chaudhury, Seth.
Mahapatra, Mr. Sitakanta
Maswood Ahmad, Mr. M.
Mitra, Mr. 8. C.
Mody, Mr. H. P.
llndnhsr, Diwan Bahedur A. Rama-

swami.

NOES—63.

Abdul Aziz, Khan Babadur Mian.

.Abmad Nawaz Khan, Major Nawab.

Allah  Baksh Khan Tiwana, Khan
Bahadur Mrlik,

Anwu--ul-Amm Mr. Muhammad.
Ayangar, Mr. V. K. A. Aravamudha.
Bajpai, Mr, G. 8.

Bartley, Mr. J.

Bhore, The Honourable Sir Joseph.
Bower, Mr. E. H M.

Chatarji, Mr. J. M,

Clow, Mr. A. @,

Dr'B.%J

D.sw,., Dr. F. X.
Dillon, Mr. W,

Fual 'Haq l'xgu:@u, Khan Sghib
Grahun, S}{‘quglg

Soantham, bla i B
g e Hononn lﬂ']
Harbaas Smgh Brar, 'Bicgar.

Hezlett, Mr. J.

Hudson, Sir %al:o

Ibrn.hm: Ali n, Lieut. Nawab
thammad.

Ishwarsingji, Nawab. Nabprs

Tsmail Ah "Khin anwar Ha;

Ismail ]i @mﬂwry
amm

James, Mr. ¥

Jawshar Su;gh, Bardar Bahadur
Bardar,

Lal Chand, Hmy Osptain .4
Bah

Lee, Mr: .'!’ ‘
The motion was hegaﬂved'.'

Murtnza Saheb Bphndnr,‘ Mvt

ngy' K, C.
;mgxt l%z B%haaurss R.
D! ya., A
Parma Nand, Bh‘?‘{. e
Patil, Rao Bahadur B, L.
Phookun, Mr T. R.
Puri, Mr, B. R
Ranga Iyer, Mr. C. 8.
Reddx Mr. P. G.

Kumu G R~
Sa 1q_ Hasan, Shaikh., . . .
Sarda, Diwan Ba.hndur Hsrbllu
Sarma, Mr. R. 8.
Scott, Mr, J.. Bnnuy, "
Sen, "Mr. 8. C.
g;:’f Pandit dSa.t“ndlru Nath

ee Daoodi aulvi Muhammad.
Singh, Mr. Gayn Prassd: = = -
Sitaramaraju, Mr. B,
Thampan, Mr. K. P..
Uppi Saheb Bahadur, Mr.
Ziauddin Ahmad, Dr

N

Mackenzie, Mr. R. T. H

Macmillan, Mz A M5

tcalle, Mr. H. A.F.
Millar, Mr E. 8.
Milligan, Mr. J. A,
Mitter, The Honourable Sir

Brojendra,
Morgm, Mr. G.

ui dar, Sardar G. N,
Mukherjee, Rai Bahadur 8. C.
Nihal Singh, Sardar,
Noyce, The Honourable Sir Fr?nk
Rafiuddin Ahmad, Khan

Raistnan, Mr. A,
Rajsh, Rao .gmgayv;fng ©

Rau, R.
Schust.or Tho Honoursble Sir George.
Sher Mvihamu;u! Khu: M’r

v d

Captain,
Bingh, Kumar Gu; teshwar P,
gingh’ n,; Pradyn mxa-d
in a, Rai Baha . '
Bt pon ptadur Majen Molian
Sohan 8 L

Btudd, Mr. E.
Bnhu!ludy, ‘Bir _Abdulla-al-Méshfin.
T;lxli“l?{ehdl Khu, Nawab’ Msjor

Tottenham, Mz, G. R. F.
Trivedi, Mr O, M
Wajihnddin: Khan .Babadoe Ha,
thnhllqh. Khan Bshadur
Yakub, Bir Muhammad: : ;
Yamio' Khan, Mr. Mubammad, -

‘.
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Mr, Preaident (The Honoumble Su.' Shanmukhafm - Chetty): The
question is:, PR

"‘That, in clause 40 of the Bill, “for the words not below one shillm and five
pence and forty-nine sixty- -fourths of a penny for a.rupee’ the following Ve .substituted :
‘to be annaunced by the Governor General in Council after consuitation with expert
opinion in.the country at the .time of bringing this Act .into .opération and thht
question shall’ be phf:ed lublequoutly before the Central Legiglature for its conhrmn

DD

tion’. FURRRTI

¢

The motion was negatived.

Mr. President (The Honourable Sir Shanmukh.am Cbptty) ’,[‘he
questlon is: -
*That in clause ﬁo of the Bill, for the words ‘one shilling“and five pence and
8’

forty-nine sixty-fourtha’ the words ‘one shilling three pence and forty-nine sixty fourtha’
be substituted.”

zuld.dh lh.mld Sir, I move:

“’I‘hat for the words ‘forty-mne sixty fourths™ the  words ‘twenty-nine thirty-
seconds’’ be m“bahtuted *” ’

~

The motion was adopted

Mr. Preddmt (The Honourable 8ir Bhanmukhmn Chetty) The
question is:

*That in clause 40 of the Blll, for the words ‘one shilling and five pence and
forty-nine sixt, -fourths’ the words ‘one |hlll.mg ‘three pemce and twenty-nine thirty-
seconds’ be substituted.

Thg Assembly.divided 1

1

AYES—47.

Abdnl M:_ttm Chuldhury Mr, Mitra, Mr. 8, C. .
o ‘?‘.i.“:i.mﬂ‘i“ Pd‘ ., Morivea one PB-.bad Mag!
agla, war Pras urtuza Saheb ur, -Maglvi
Bhuput Sing, Mr. . Bayyid. T
Chandi Mal Gols, Bhaga$, . . - Neogy, Mr. K. C..
Chinoy, Mr.’ Rahxmtools M. . * Pandit, Rao Bshadur § R. : -
Dnmuna 3 .N. M.'- Pandya, Mr, Vidya Sagar.:. ~
Msr Nath. . Parma Na.nd, ‘Bhai. - v
B;q Pn'achn, ,xlu.n Bahib Patil, Rao ‘Bahadur: B L.
rﬂhukh _ Phookun; Mr, T. B. -
H.u‘bm Bmgh Brar, Bu‘dsr. o Puri, Mr,-B 'R.
. BﬁrSwmp, In.ls i Redch ‘Mr.
Hoon, Kuma.r G R:
. Tbrahim Ali Khan, Lwn N.vsb - Baiq :
Muhammad. Sarda, 1wa.n ahnaur Hnbﬁu
I ail . m H‘l‘ OI dhury &l:ms, Mr.- R. 8.- .
271" Mak , Scott, Mr, J.-Rumq;w -
Iors, Chsndhri T | pem, M. 8. O S
J adhav. Mr. B V. ! g;l:,f Pu]a)dxt gntyendr. Nath,
h’nﬁ:" Sir. 0"“]‘ - ) Bmgl:e M:w G: aM’-lvi .Muhunmad.
Lee Lif &tan.mara]u 13} :
cﬁmd lvdnl ll:r Sohan, Singh, &,d.,. . .
’ " “Thampan Mr; K.- P.
lhhtpd, ﬁf ?uhm Tppi Sal,
'ppi Saheb Bahadur, -m--‘ i
Z;qudghn Ahma& "
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NOES—b6T7. T
Abdul  Aziz, Khan Bahadur Mian. ) Millar, Mr E. 8.
Ahmad Nawaz Khan, Major Nawab. |~ Milligan, Mr. J. A.
. Allsh ‘Baksh ‘Khan lem, Khan - Mitter, - The - Honomble « Bir
Bahadur Mahk, : Bro]endn, :
Anklesaria, Mr. N. _ Morgan, Mr. Q.
Anwar-ul-Azim, Mr Muhaminad, : ujumdar, Sardar G. N,
Ayangar, Mr. V. K. A, Aravamudha. - ' herjee, Rai Bahadur 8, C,
Bajpai, Mr, G. 8. . Nxha.l Bingh, Sardar,
Bartley, Mr. J, : ce, The Honourable S8ir Frank. -
Bhore, The Honourable Su- Joseph. ' R:gnddm Ahmad, Khan Bahsdur .
Bower, Mr. E. ' H M. : Maulvi. ‘
Chatar)l, Mr. J. M, Raisman, Mr. A,
Clow, Mr, A, G. ‘Rajah, Rao Bahadur M. C.
Cox, Mr. A. R Ramakrishria, Mr, V.
Dalal, Dr. R. D. Rau, Mr. P, R.
Dernza., Dr F. X. . Schuster, The Honourable Bir George.
" Dillon, Mr, W, - Bher Muhammiad Khan akhar,
' Grahem, Sir Lancelot. ' Captain,
Grantha.m, Mr. 8. G, Singh, Kumar Gupteshwar Prasad.
Haig, The Honourable Sir Harry. Singh, Mr. Pradyumna Prashad.
Hezlett, Mr. J. Binha, Rai Bahadur Madan Mohm
Hudson, ‘'8ir Leslie. i Smith, Mr. R.
Tshwarsingji, Nawab Na.harsingjl Studd‘ “Mr.
James, Mr, F, Suhrawatdy, er Abdulla-al-Mémén.
Jawaéhar Slngh Snrdar Bahadur | '.'l‘nhliJ ¥£hd1 Khan,- Nawab Ma]or
ard ali
Lal Chand, Hony Captain Rao Tottenham, Mr. G. R. F.
Bahadur Chaudhri. * Trivedi, Mr.. C, M. .
Lee, Mr. D. J. N, Wajihuddin, Khan :Bebadur: Hafi, -
Mackenz:e, Mr. R. T. H, ] Wilayatullah, Khan Bahadur H. M.
Macmillan, Mr, A. M »' Yakub, Bir Muhammad., . ‘
Metoalfe, Mr. H. A. Yamin_ Khan, Mr. Muhammad.

The motion was negatived.
Clause 40 was added to the Bill,
The Asaembly' then adjourned for Lunch till Half Past Two of the Clock.

The Assembly re-assembled after Lunch at Half Past l‘wo of tho Clock
Mr, President (The Honourable Su' Shanmukﬁam Chetty) in tho (‘han'

X e

Mr. President (The Honourable Sir Shanmukham Chetty) Does any
Honourable Member degire any. one of his amendments to clause 41 to be
put to the vote?'

‘Beveral Eonomble ‘Members: No, Su-

Clause 41 was_added to the Blll "

Mr. Prosident (The H onourable Su‘ Shanmukham Ohetty)
questxon is: -

“‘That clmne 43 - nt,and pu'b of the . Bdl wo A»
Amendments are printed in the oomsolidated list, Par(s III .
| M. Thampan, amendment No. 205. AU

. M K. P, Mp&n (West Cosst and ~Nalgiris : 'Non;Miﬂ:almﬁsdah
Rural) : 8ir, I beg to move:
_“That to sub-clause (7) of clause 43of the Bﬂl the fo!ibwmg provmo be edded 3!

“Provided that the afabunt so deposited by ‘a scheduled bank msy be drawn’ upon
‘by. the. heuk oéncerned-for meeting its lisbilities' subject fosuch :rules and regu
as may be framed by the Central Board in that behalf’.”

'r"’

'
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Sir, the object of my amendment is.to enable the scheduled banks to
-draw for temporary purposes upon the deposits made with the Cehtral
Bank. It may happen that, to meet an emergency, the ‘banks-partieularly
those banks that have not very much above the minimum capital of five
lakhs, might want. cash, and in such a.esse they mey be allowed to draw
upon the Central Bank subject to certain conditions.  These conditions
may be prescribed by the Central Board. Bimilar provisions are not rare
elsewhere, for, in the constitution of the South ican Bank which is
quoted here very often, we find article 80 reads thus:

“No bank ‘may make new loans or pay dividend until required reserve balance
is restored.”’ : )

They are given the right to draw upon it, but until the prescribed
minimum is restored, the Bank is not permitted to advance logns, In
the United States of America, in the Federal Reserve Bank also, there
is an analogous provision. Article 19 says:

‘‘Prescribed balance may, nnder rules and penalties laid down by Kederal Reserve

Board, be drawn upon by member bank for mecting existing liabilities, provided no
new losns are made or dividends are paid until Statutory balance is restored.””

No dividend can be given and no new loans advanced by the Bank
until the statutory mmimum is restored. ‘That is all they require. Here
there is no provision for anything of that kind. Even with regard to the
return of depesité wHen these Banks go into liguidation, the provisions
are not satisfactory. I am .ome of those who believe that $he compulsory
deposit which is adopted in this Bill is not of any material ‘advantage to
many indigenous banks. Now that the House has given its decision
sbout that, I do not want to interfere with it.” I only want that in the
case of those banks who wish to draw upon their resources to meet a
centingency, they must be permitéed to do so. Of course, very rigofous
conditions to ensure that the privilege is not abused may be laid down
by the Central Board.

8ir, I move my amendment,

Mr, President (The Honoursble Sir Shanmukham Chetty): Amend-
kent. maved: |

“That to sub-clause (1) of clause 42 of the Bill, the following proviso be.added:
‘Provided that the amount so deposited by a scheduled bank may ‘be drawn upoh

by the bank concerned for meeting its lia) 1es. .uliect  #0 | gnd: ions
a8 may be framed by the Centrag Boai-dbinmtfhimrl"w Frise wnd: reanint

Dr. Ziauddin Ahmad: Sir, I would have very much liked i thi tion
of compulsory deposit was not provided for it?;he smtuti%iif’%:ag'&ugm to
the regulations, and the regulations might have been framed #i fhe gkt
of the experience gained. This is & #hovel scheme. We buve taken it
from the United States of Amprion and alwo fram those eountries which
ocopied out the United States mode}. .I,#hink it js not 5 desi le. thing.
At present we sre in great financial difficulties, and it will be s great
handicep if we ask the Bank &b this sbage to have comptlsory deposits.
Their dividends would diminish and it will adversely affect 'the prosperily
of the Bank: What my friend really wants is shat the scheduled banks
should be permitted to draw the money on the seourities of the deposits.
That is a very reasonable demand, but the better thing ‘would have' besh
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not to have asked for the deposit at all: - That is really:the ixight wdy of
doing things and we ought ta.give them loans on other securities. .I beg
-to gupport the amendment, ' "

.The Honourable Sir George Schuster: I would like to clear up the
position. ‘The provision for compulsory deposits was introduced aiter very
careful discussion and, as my Honourable friend is probably aware, we niey
the banks end reduced the amount so that we are now starting off with a
yery much lower figure for minimum deposits than is provided for in the
Bouth African Act. That in itself makes a considerable difference. But
the real point is this that, iz a acheduled bank requires cash to Help itself,
then the course for { is to apply to ‘be Leserve Bank for an, advance,
and the function of the Reserve Bank will be to help the scheduled :banks:
when they deserve help. So, it really comes to the same thing from the
poaint of view of practical effect. If the bank lias five lakhs as its
.minimum deposit with the Reserve Bask and it is in need of funds for
iiself, it can go to the Reserve Bank and ask for o loan from that Bank.
1t has very much the effect as if it goes to the Reserve Bank and savs:
“‘Mav T withdiaw part of m; five Inkhs and pay ¢ ten per cent. penalty.
cn it?”’ ‘

Mr. K. P. Thampan: Suprosing the Reserve Bank refuses to pay?

The Honourable Sir George Schuster: You have got to trust ths Reserve
Bank to exercige a proper control over the banking system:of. the country
and that is really why, although the practical effect may be the same,:
‘we prefer to leave it on the lines that we have laid down, namely, that
compulsory deposits must be maintained, and when the Bank wants:
accommodation, it has got to take that in the form of a lean:from the
Reserve Bank. Of course, if you do not trust the Reserve Bank and y.u
think that the Reserve Bank is going to exercise its discretion unwisely or
unfairly, then you ought not to have the Bank at all. But we think that
it is the proper function of the Reserve Bank to control the credis positiom
of the country, and, in order to enable it to exercise that function, one'
of the most important provisions we have got is this provision, for .com-
pulsory minimum deposits. My Honourable friend, Dr. Ziauddin Ahmad,
objected to the whole principle. I have not got the time %o deal:in great
detail with hig points, but T would inform him that we did satisfy all the:
‘bank representatives who came before us that if the minimum provision
was reduced to this figure of five por vent. and two per cent, it would not
‘be unreasonable and that, if facilities could be given for movement of
funds from one branch to another, the practical effect would. not be to
force the ordinary commercial banks in the country to keep more monoy
tied up in reserves than they do at present, except in cases where they
are really working on too fine a margin for the position to be sound. I
can recommend this clause with confidence for approval by tha -House after'
full discussion on this subject. Sir, I must oppose the amendment. ~ °

.Dr. Zianddin Ahmad: Did you ask the representatives of the banks
‘Whether they would prefer no deposit at all? o

The Honourable Bir George Schuster: There is no question about that..
‘They would all haye preferred that from their point of view. T am not.
saying that they asked for this provision. ’ ' ,

Mr K, P, Thampen: Whero is the provision for the banks to withdraw.
théir deposits if they go into liquidation? s - ° ‘
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. The Honourable Sie Gisorgs ‘Schuster: I.am afraid I did mot-hear wimt
my Honourable friend said. But.if imy Honourable friend . woyld. ask: mis-
a question outside, I will answer him. I suggesb. it. wilk be . diffiquis;, for
me to denl with these questions now, I canpot stand. cross-e amination

in the course of the debate, but I should be gléd to give my Honourable
friend all the info'rg;gt’iqg ou'tsi‘de.. o ‘ T

M K. P, Thampan ; I am not cross-examining my nggqrable_friggd.
1 only want to know whether, in the case of a ‘schieduled 'bénk, gqing_into

liguidation, there is any provision for withdrawing the deposit.

The Honourable Sir George Schuster; After going into liquidation, there
is no lénger an obligation on the part of a scheduled bank to maintain

any minimum deposit, for it ceases to exist as a scheduled bank at oil,

‘The Honourable Sir Brojendra Mitter (Law Member): The liquidator-
will take the money out. " '

Mr. X, P. Thampan: Sir, I beg leave of the House to withdraw my
amendment.

The amendment was, by leave of the Assembly, wigl'_ndrawn.

-Dr. Zisuddin Ahmad: Sir. [ beg to move:

“That aftar the Ezplanction to sub-clauge (I) of clause 42 of the Bil ,i the follow-
ing furthte zpianation be inserted : | 0 °.42.0f the, Bill, the, follen

““Ezplanation.—Demand Tiabilities means lisbilities payable within thirty days ot
suhject to less than thirty days' notice before payment: B

Time liabilities means linbilities payable after thirty days or subject to not Tess:
than thirty days” notice. before payment’.”’ : ' R

Sir, in this particular clause, two expressions arg used ‘‘demand lia-
1-lities”, and “‘time labilitiee ", but these exprossions are not defined. I
do not know what is the unit of time which.my Honourahle friend contem-
plates. Is it the gealogical unit.of time which is really about one million
years, orjs it the astromomica: unit of time which may extend. to- billions
of years or is it the terrestrial unit of time that we all know? I think we-
should. define the word ‘‘timely’’ mere . rately. Thex, will be .mis-
undergtood by persons whohave: not got ,aﬁqtailed knowledge of banking
opet_er\; ;. We haye said .repeatedly on the flagr: of the Hauss that the:
South Afrigan, ~cons’c-l;t..utlfm,ix=.t‘he Inst word.on the subject. I find ini.the
S?.utb African, constitution, the. same .expresgions, which are used heve. I
also ﬁ.qd ‘that, _._tbg same_expressiong ara used in the. United States. constitus
tion, Sir Cecil Kisch says in his book on Central Banks on page 486.that.:

“Derpand |deﬁosiu comprise deposita b Sy gy . e
all depdsits payable after pﬁm tty d&"‘n payable within thirty days, and .time depopits

Tt is really necessary to clgrify this particular clause and, if we follew
the South African and the United States model,” we ‘Vmu‘st"ihl';réﬂu‘t}e.:%

proviso at the end. Sir, I move.

Mr. President (The Honourable Si pan am Chebts): ont
moyeds 5 ip ISh.anmukl.mm..(/hett;)..}?ana-m et

“That after the Explanction to sub 2V of tlemee 4% of S
ing Toriber Beplocatinr e theerted 4Ta4 (2’ of clause 4Z of ‘the Bl ks follie-

B R R
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‘Bxplanation.—Demand . ‘liabilities means-. liabilities payable - within thirty ddys or
subject .to less tham thirty days’ notice before payment; :

Time liabilithew' meang- liwbikithes ~paiyably’ after - thirty days: or subjéet to not less
than thirty days’ notice before payment’.”’ - .

The Honourable Sir George Schuster: I do not think that the amend-
ment of my Honourable friend will do much towards clarifying the situation,
but it will certainly make a scbstantial change. \We discussed this provi-
sion in the Select Committee with the representatives of bankers on the
understanding that demand liabilities and the time liabilities did not mean
what they mean in the South African Act or what they mean in the United
States. If you extend the meaning of the term ‘‘demand liabilities’’ as
wide as to cover everything which is repayable within thirty days, obviously
you bring in a much larger proportion of the liabilities, and in our provision
it is five per cent demand liabilities and two per cent time liabilities, so
that my Honourable friend’s amendment would increase the amount that
the banks have to keep as compulsory deposits very substantially. T am
rather surprised to find my Honourable friend proposing that, considering
that he is against the &ystemn altogether. As regards clarification, that is
not really necessary. It is quite clearly understood that demand liabili-
ties mean current account liabilities and time liabilities would mean money
held on deposit accounts. There is no difficulty in understanding these
phrases. I understood my Honourslle friend 1o eay that there may be
a difficulty in understanding what these exyrressions mean by people who
are not acquainted with banking practice and who are ignorant of banking
terms. But I trust that nobody who is concerned with the interpretation
of this clause will be a person who is ignorant of banking conditions and
banking terms. This is the concern of the scheduled banks and the
Reserve Bank, and it is not 'a matter in which a layman would be con-
cerned at all. In any case, I must oppose the amendment, because, as
1 pointed out, it would alter very substantially’ the provision for reserves
which we have after full considération inserted in this Bill. ‘

Dr. Zisuddih Ahméd: How will the savings bank be affected ?

Thée Honoursble Sir George Bchuster: We did consider the question of
savings bank account, and some bankers put the view to us that the
money held in savings bank account represented much less vulnerable
liabilities' than the liabilities on ordinary accounts, but we were unable to
recommend any speciil provision on that account.

Di.” Zidud®tn Ahi&d: Accounts kept in the savings bank, where will
they come? '

MY Pregident (The Honoursble Sir Shanmukham Chetty): They will
cortie’ under demand liabilitics.

Thé ‘Honéurabls Si 'George Schuster:’ It depends upon the terms on
which ‘money is held. There are all sorts of conditions and difterént banks
run these accounts differently. The matter will have to be dealt with
according to the terms of each particular arrangement.

Dr. Ziauddin Ahmad: I do not want to have a discuasion on this topie.
I.find these. expressions: sre-taken -from:the: United Biates, where English
18 understood. The interpretation of time liabilities is dillréiie’from “the

L]
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[Dr. Zisuddin Ahmed.] :
interpretation of demand liabilities. Cases may be brought. in lu}v courts and
Bkeant. Dictionary may be consulted whether the word is used in American
pense or in Schuster’s sense.

The Honourable Sir Gorge Schuster: I quite acknowledge that we pro-
pose to adopt quite a different definition to what is adopted in the United
States. As regards the position of the savings bank accounts, I would
refer my Honourable friend to the report of the Select Committee al the
.top of page 8, column 2. We have dealt with the subject there.

Mr. President (The Honourable Sir Shanmukham Chetty): The ques-
tion is:

“That, after the Ezplanation to sub-clause (I) of clause 42 of the Bill, the follow-
ing further Ezplanation be Inserted : .

‘Bxplangtion.—Demand liabilities means liabilities payable within thirty days or
subject to less than thirty days' notice before payment:
. Time liabilities means liabilities payable after thirty days or subject to not less
than thirty days’ notice before payment’.”

The motion was negatived.

Dr. Ziauddin Ahmad: Sir, I moye:’
~ “That in sub-clause (2) of clause 42 of the Bill, for the words ‘each Friday, or
if Friday' the words ‘on the last working day of each month and if the last working
day’ be substituted.’’

Bir, I will again quote the constitution of South Africa which, as we
have repeatedly said, is really the last word on the subject. On page 14
of the constitution, it is provided that these demands are to be made up to
the day of the close of business of every month and signed by the General
Manager. That is. they demand these returns not every week, but every
month. The other difficulty is that, in the same clause, we have provided
later on that some of the banks, which lie at great distances, will be per-
mitted to supply monthly returns. So some banks will supply monthly
returns and some will supply weekly returns, and how are you going to
bring them all together in a common {ahle? Unfortunately a month is
not an exact multiple of a week, A month is equal to 4} weeks and it will
be very hard to bring them all together in a common table, Therefore, it
is better to demand these rcturns not every week, but every month,
specially when we have agreed that some of the banks will be asked to send
their accounts not every Friday, but at the end of each month. Besides, it
-will be giving too much trouble to the banks to ask them to prepare accounts
every Friday. It will involve unnecessary labour and W'Sl not do much
good. 8o, in order to bring uniformity in the whole proceeding, so that
all the banks may send their reports at the same time, and in order that
‘we 10ay be in a position to compare the statistics, I request the Honour-
able the Finance Member to accept this amendment of mine Otherwise,
if some banks send weekly returns and some send monthly returns, it

will be very difficult to prepare a common table that may be of practical
use. Sir, I move. v e

_Mx. Prosident (Tho Honourable Sir Shanmukhbem Chetty): Amendment

ved:

2i%hyg o' ‘Gub.clame (2) of olswe 42 of the Bill, for the wordi ‘each Frid

mm’ s B R A he Bill, for the words ucﬁ Friday, or

ity ech oﬁ:ll’ vwhngﬂaydmhmthmd.n@owyormg
Qo
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The Honourable Sir George Schuster: Sir, this again is a matter on
which, I submit, that those, who have & praotical knowledge:of banking and
the practice of banks, are the best judges, and this clause was worked
out with the banking representatives as likely to he 1nost eonyenient to
the bankers. I do not know where my Honoursable friend gets his informea-
tion from, but both from the point of view of the Reserve Bark which
requires to get these returns and from the point of view of the banks which
have to submit them, the weekly return made up to Friday is much the
most convenient arrangement. Sir, I must oppose the amendment.

Dr. Ziauddin Ahmad: May I ask a question? Is it'not a fact that
some banks will be permitted to send monthly returns? And how will
you prepare a common table ? IR

The Honourable Sir George 8chuster: I find it difficult to follow ‘these
questions, but what I would point out to my Honourable friend is that sll
these provisions were worked out very carefully after long thought. They
are all of them no doubt capable of improvement, but I suggest that we
have reached a stage when we may very well give a trial to the provie
sions of the Bill. ' B

Mr. President (The Honourable Sir Shanmukham Chetty): The ques-
tion is: : e e
“That in sub-clause (2) of clause 42 of the Bill, for the words “each Friday, or

if Friday’ the words ‘on the last working day of each month and if -the last working
day’ be substituted.’’

The motion was negatived.

Mr. V. K. Aravamudha Ayangar (Government of India: Nominated
Official): 8ir, I beg to move:
“That in sub-clause (2) of clause 42 of the Bill, for the words ‘next working day’

the words ‘preceding working day’, and for the words ‘three days’ the words ‘two
working days’ be substituted.” ’ )

The object of this amendment is to make the working of this sub-clause
quite simple for the banks, specially the second suggestion that for ‘‘three
days’’ the words ‘‘two working days’’ be substituted. This is proposed
8o that the bank employees may not be overworked or have to work on
holidays. 8ir, I move.

Mr. President (The Honourable Sir Shanmukham Chetty): The ques-
tion is: )

“That in sub-clause (2) of clause 42 of the Bill, for the words ‘next w;:rki;:g day’
the words ‘preceding wor ing day’, and for the words ‘three days’ the words ‘two
working days’ be substituted.’’

The motion was adopted.’

Dr. Ziauddin Ahmad: Sir, I beg to move: e

. "That in ‘snb-clauu (8) of clause 42 of the Bill, for the word ‘three’, in the sixth
line," the werd ‘one’ be substituted, and after the words ‘bank rate’, in the seventh
liné, the'words ‘with-s minimom of sx per ‘cent. per annum’ be inserted.” '
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+ ¢ [Dr: Zisyddin Ahmad.] e

My object in moving this amendment is that the provision of this clause
may be the same as in clause 37(2). The Honourable the Finance Mem-
ber has really got one reply and that is that these provisions have beer
carefully thought out and there is no room for changing a comma or a
full-stop now, and he is supported by the votes of the House. 8ir, on the
floor of the House we have been rdvancing arguments, but I have not
‘heard a reply to a single argument exeept that he is opposed. The"only
argument that I have so far heard is that the whole matter was carefully
thought out and, therefore, it ought to be accepted. If that is so, why
wasto the time- of the House at all? The Government could have moved
that the Select Committee’s report might be accepted and then votes might
-be taken and then there would have been no need to discuss it clause by
clause. Therefore, in future, I think we should change the constitution
and- take votes once for-all instead of-dividing the discussion intc three
stages.

Mr. E. 8tudd (Bengal: Furopeanj: Sir, may I point out to the Hon-
ourable Member that all thege provisions have been discussed with the
representatives of the banks and accepted by them as well as by the Joint
Belect Committee? That seems to me a much stronger argument for
our acceptance.

Dr. Ziauddin Ahmad: That is just the point I was coming to. If these
have been thought out by the Select Committee and .accepted by
the banks, it is useless for us to discuss the Bill here, and T suggest that
the better mathod would have been to adopt the Seiect Committee's re-
port by a simple motion and th~1e weuld have been then no need te discuss
all the clauses. We sre here to give our votes not blindfolded, but in full
verse, and we bring forward arguments to support our amendments and
the only reply that we get is that these have been carefully thought out
and there is no need to discuss them Arguments are to be met by argu-
ments and not by general remarks or by votes, as my Honourable friend,
Mr. Gaya Prasad Singh, says. My request is that already we have made a
certain provision in clause 87(2) and, as this is exactly of the same type
as that, we should bring it in the seme form and there is no need to have
any new formula. This is about the penalty. The penalty proposed is
about three pér cent. higher than *he haok rate, ard I suggest that instead
of three per eent. which is too high, we should have only one per cent.
higher which itself is very high. Then I suggest that the minimum should
be six per cent per annum. That is my suggestion and we have provided
the same figures in clause 87(2). There I suggest that the figure adopted
in clause 87(2) should be adopted here also. 8ir, I move. - o

Mr. President (The Honourable Sir Shanmukham Chetty): Amendment

.. “That in.sub-clause (3) of clause 42 of the Bil, for the word ‘three’, in the sixth
line, the word ‘one’ be substituted, and after the wards ‘bank_ rate’, in the seventh
line, the words ‘with a minimum of six per cent. per annum’ be idserted.”

The Honourable Bir George Schuster: Sir, 1 should like fo suggest to
you, in order to lengthen the proceedings of this House which seems to be
Pgb.l{ desirable fram every point of ‘view, thst.jin Anture legislation p
ourth stage be intraduced; that is 40 say, after fhe Bpless. Commitiee has
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rted, the Select Committee ought to appear before my Honoturable
friend, the learned Doctor, and spend five or six weeks with him discussing
every clause, and only then should we come befare the Legislature, - That,
T submit, would suit everybody very well.

Dr. Ziauddin Ahmad: Will you explain how the Committee will appear
before me if I happen to be a member myself ?

The Honourable 8ir George Schuster: I need not answer that. But I
think that my Honourable friend is extremely unfair to me. I consider
that I have given a very good answer to every point that he has put up.
1 have not contented myself with that easy excuse of saying that this has
been considered and, therefore, we cannot consider it again, but, on some
-of these minor technical questions, I do submit to my Honourable ftiend
that, while he may be perfectly right or we may be right, nevertheless we
‘have reached a stage now at which it is important to get the
Bill into force. And as our provisiong represent the resalt of
.careful discussion round the table occupying many days and discussions
:also with the banking represcutatives, I sibmit that at least the pre-
sumption is that our proposals are reasonably sensible and satisfactory.
My Honourable friend’s proposal in these amendments seem to me to
be 'quite unsuitable. ]':I‘he whole objeot of this clause is to
have a high penalty rate: the bankers themselves do not objest to it, and
I see no reason at all why we should reduce it. That refers to the first
amendment. L

My Honourable friend’s second amendment seems to me to be quite

5P % inconsistent with the whole plan. Here - we are attempting

E M to provide a penal rate of interest: my Honourable friend says,
‘there must be & maximum of six per cent. L.ut six per cent. is a rate which
is, 1 am afraid, not infrequently exceeded in India. Therefore, in times of
high money rates, it would even pay the banks to get into this position.
‘Thev would not meraly avoid having to pay a penal rate of int:ress, but
‘would in fact get a concessional rate of interest when they abuse their
privileges under this particular clause. I submit, the proposal is quite an
illogical one and inconsistent with the whole idea on which this provision
has been framed. On these grounds, I oppose the amendment. '

‘Mr, President (The Honourable Bir 8hanmukham Chetty): The ques-
Tion is:
*‘That in sub-clause (3) of clause 42 of the Bill, for the word ‘three’, in the sixth

'lihe, the word ‘one’ be substituted, and after the words ‘bank rate’, in the seventh
line, the words ‘with a minmum of six per cent. per annum’ be inserted. "’

The motion was negatived.

Dr. Ziauddin Ahmad: Sir, I would like to move Nos. 304 and 30§ to-
gether as they relate to the same subject, like the two previous amend-
ments. I move:

“That in sub-clause (3) of clau'ae 42 of the Bill, for the word ‘five’, ‘in the
twelfth line, the word ‘two’ bp substituted, and that after the words ‘bank rate’,
_:‘h ti";sd thittherith life, the words ‘with a ‘minimum of nite per cent per annum' be
‘nse LY

‘My- argimetits ‘are the séme a8 in the prévious case: I think wé are
<harging high rates of interest and it amounts to usury: it is a very h.lﬁh
rate of interest and, from the banks’ point of view, it will ‘prejuditially

affect their interests. Sir, I move.
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The Honourable Sir George Schuster: Sir. I must appose both these
amendments on the same grounds on which I dealt with the two preceding
ones, e ' s .

Mr. President (The Honourable Sir Shanmukham Chetty): The ques-
tion is:

“That in sub-clause (3) of clause 42 of the Bill, for the word ‘five’, in the
twelfth line, the word ‘two' be eubstituted, and that after the words ‘bank rate’,

in the thirteenth line, the words ‘with a minimum of nine per cent. per annum’ be
inserted.”’

The motion was negatived.

Dr. Siauddin Ahmad: Sir, T beg to move:

“That for part (a) of sub-clause (6) of clause 42 of ke Bill, the following be
substituted : e

«

d((1) has a deposit of an aggregate amount of not less than ten lakhs of rupees
and’.”

In the original clause, it was provided that it should have a paid up
capital and reserve of so much. I maintain that the amount to be fixed
shculd not be 8o much on the share capital or on the reserve, but on the
deposits. There are certain banks which have got very small capital, but
have very large deposits with them, and they will be better off than the
banks which have got large sharc capital but smaller deposits: a provision
of this kind should be introduced more mn the interests of depositors than
of shareholders and, therefore, we ought to safeguard the interests of
depositors more than the shareholders. Whatever proportion we fix should
be not on the share capital, but on the deposits in that Bank. I'or these
reasons, 1 move.

Mr. President (The Honourable Sir Shanmukham Chetty): Amendmend
moved: ‘

“That for part (a) of sub-clanse () of clause 42 of the Will, the (ollbwing be
substituted : )

d"("z') has a deposit of an aggregate amount of uot less than ten lakhs of rupecs,
and . . -

The Honourable Sir George Schuster: Sir, this again is'a matter ‘that
was considered in the Select Committee. I would refer my Honourable
friend to the second paragraph in the first column on page 8. We did
consider this. My Honourable friend will on a moment’s thought himself
realise that the amount of the deposits is such a variable criterion that it
is impossible to say from day to day what the deposits are, and it would
not provide any sort of standard test: we shall have banks coming in

and going out in & manner which it would be quite impogsible. to: control.
On these grounds, I oppose, ' ' T

y Mr. President (The Honourable Sir Shanmukham Chetfy): Thé'queg‘.
ion is: ' S . » g2 i
““That for part f sub-olause lause. L e Lo
sabotiy Jfor part (a) of sub-olause (6) of clause 43 of the Bill, the foliqwing be
aq ) 188 deposit of an_ aggrogate: smonut of ot Jess ihan en Makhe of supoos,

.".'The motion was. .-negaﬁ;eti;.». .. it
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Mr. V. K. Aravamudha Ayangar: Sir, I rise to mdves: %

“That in sub-clause a& ) (b) of clanse 42 of the Bili, for the word 'bank' the wad.
‘company’ be substituted.’’.

The word originally used in sub-clause (8) was the word “company’’,
but, owing to some oversight, the word ‘‘bank’’ has been substituted.
“Bank’’ ‘is not defined in sub-section (2) of section 2 of the Indian Com-
panies Act. Therefore, I move. ' '

v

Mr. President (The Honourable Sir Shanmukham Chetty): The-

question is: o
“That in sub-clause 36) (b) of clause 42 of the Bill, for the word ‘bank’ the word.
‘company’ be substituted ”. ' Cl HIDTEETS

The motion was adopted.

Mr. President (The Honourable Sir Shanmukham Chetty): The
question is:
““That clause 42, as amended, stand part of the Bill."”

The motion was adopted.
Clausé 42, as amended, was added to the Bill, -: " o i
Clause 43 was added to the Bill. ‘
Clause 44 was added to the Bill. . ., e

The

. . X o pelpnie Jd
Mr. President (The Honourable Sir Shanmukham Chetty):
question is: ' SO b

‘“That - clause 45 .stand part of the Bill.”

Dr. Ziauddin Ahmad: Sir, I beg to move:
“That after clause 44 of the Bill; the following new clause he inserted and
aubsequent clauses be re-numbered accordingly:

_'45. The Bank shall not purchase shares of any bank outside the V)nited Kingdom.
without the permission of the Governor General wmn Council’.”

Mr. President (The Honourable Sir Shanmukham Chetty): Order,
order. The Chair proposes to take up this amendment 'after all the
clauses are finished. If the Honourable Member wants to move it, be
can do so after all the clauses are finished, '

Dr. Ziauddin Ahmad: T would like to do so.

Mr. President (The Homoursble Sir Shanmukham Chetty): The
question is: ‘ - aa

“That clause 45 stand pert of the Hill.”

Dr. Ziauddin Ahmad: Sir, I beg to move:
“That clause 45 of the Bill: bs omitted.™ - LR e B
,.This clause relates to our relations with thé Imperial Bank. I main--
tain very strongly that when the Reserve Bank has been dstablished, it is-
not necessary for us to have any special relations with the Imperial Bank.
Al the scheduled banks should be treated alike, and the Tmperial Banlk
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v - : T -
should be considered as one of the scheduled banks, and it is not necessary
that we should give the Imperial Bank any special 'privileges. We will
«discuss this in detail when the Imperial Bank (Amendment) Bill comes
up for consideration, and I shall then move that all the clauses of that
Bill be deleted and only one clause be added, that it should be left to the
Governor ‘General in Council to take necessary steps in order to remove
the assets from the Imperial Bank to the Reserve Bank when the latter
is established: but this is not the occasion to move those amendments.
What I insist now is that, when the Reserve Bank is being established,
it is quite unnecessary to have any special relations with the Imperial Bank.
‘The Imperinl Bank should be treated in the same manner as the other
Banks. Sir, in this connection I should like to bring to the notice of
Honourable Members the recommendation of the Banking Inquiry Com-
mittee. T find, on page 181, they say this. (At this stage the Honourable
Member was looking through the pages.)

The Honourable Sir George Schuster: What page? Will the Honour-
able Member tell me again what is the page?
)
Dr. Ziauddin Ahmad: It is in the Banking Inquiry Committee Report,
and they recommend . . . .

The Honou;able 8ir George Schuster: What page?

Dr. Ziauddin Ahmad: I will tell you the page later on. .What they
recommend ie that the special privileges which now exist should not be
extended to the Imperial Bank when the Reserve Bank comes into
existence. Sir, on account of the past record of the Imperial Bank, it is
not necessary for us to give them any special privileges. What is their
past record” Their past record is that they always give special privileges
to those who are rich and "they give no facilities whatsoever to the agri-
culturigts, landlord classes and others; they flatly refuse to give any kind
-of assistance to co-operative banks. In this particular case, I should like
to quote from the Report on the Reserve Bank, at page 181,—I am
-quotlngd from the Banking Inquiry Committee’s Report. In Madras they
demanded some kind of assistance for their co-operative banks, but the
Imperial Bank flatly refused to lend any kind of help. They also mention
that, on account of a certain rule, they cannot at all advance money on
the security of landed propertics. They don't help either the agriculturists
or the landlords. They merely help those who are engaged in industries.
Bir, it is & well known fact that in India the number of people engaged in
agriculture far exceeds the number that is engaged in industries, . é.nd,
therefore, the Imperial Bank is of no use or assistance to those who are
engaged in agriculture, and I say that, any bank, which refuses in Indin to
consider the requirements of the agricultural classes, does not deserve
speocial privileges. India is preponderatingly an agrionitdrat ountry, And,
therefore, no assistance of any kind miswid 4e'®iven to any bank which
refuses - to :come to the nssistance of the agricultural classes and zamin-
dars. -We are not here siumi:-to #ill vhe pockets of the millicnaires, we
are ot here to help & bank to provide-gll possible credit facilities for their
W%ade and commerce overlooking entirely the 'needs apd claims of the
agricultural classes. Therefore; Sir, -I.very strongly maintain- that m'ioné
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a8 this Bank does not change its rule and so long as it continues'its pre-
sent policy, it should be given no special facilities, and, therefore, I move
that the Imperial Bank should be treated just like the other scheduled
banks in’ this country and that this clause should be deleted.

‘Mr, ‘President (The Honoursble Sir Shanmukham Chetty): Amend-
ment moved ;

“That clause 45 of the Bill be omitted.”

Baja Bahadur G, Krishnamachgriar: Sir, I support this amendment.
I have got & .very great grievance against the Imperial Bank people, and
the grounds are exactly the same as those stated by my friend who preceded
me. You go to them for any facility, you ask them for money; they flatly
decline to help you; if.the men in charge of the branch is courteous,
sometimes he will tell you in an apologetic way: ‘‘very sorry, we are held
up by the terms of our Act.and the terms of our Charter’, and what not.
If the Charter is so worded that they coennot come to our rescue, why
‘ghould they be given any special indulgence? You have got a Reserve
Bapk which is aheve all political influence, and you say .it is gaing to be
& Bankers' Bank. DPut-the Imperial Bank on the top if.you like; but -why
'should you give it any gpeeial treatment? I submit, it is .all bunkum to
:gay that they have done a good deal for us in the past. Possibly they have
taken a great deal of dividends. I know, Sir, that their.ghens .of .the
nominal value of Rs. 500 are today quoted at anything between Rs. 1,200
-and Rs. 1,800, and they do pay immense interim dividends.of 10 per cent.
and anpual dividends of 15 per cent.,—all upon what? Upon my money,
upon the money. that I contribute which they keep in their possession.
‘They lend money and they do business and distribute the dividend amongst
‘themselves and go on merrily; but when T want money, they put forward
the excuse of their Charter and rules, snd decline to help me. In order
that they may come along with the other scheduled banks, they will have
to amend their Charter, otherwise why should we show.any special considera-
tion to them when the new Reserve Bank comes into existence? We shall
‘then have cur own national Bank, and even removing the exchange banks
which, as the Banking Inquiry Committee Report says, will not ordingrily
deal with agriculturists, why should we, out of the 42 and odd banks, give
‘special patronage, or special privileges to the Imperial Bank? There is
absolutely no reason for it. If the argument is that in the past they have
‘done & great deal of work for us, I say they have also earned a good deal
‘of dividends and profits. They have taken our money and they have earned
nplendid dividends and they have been able to build magnificént houses
wherever they have opened branches. I, therefore, submit that we need
not continue our patronage to the Imperial Bank, and T think it is time
that we should withdraw everything from them. A

'Mr. Bhepwt ®ing (Bihat and Orissa: Landholders): . Sir, I thave $0

‘oppose .the amendment moved by my esteemed 4fiend, Dr. Zisuddin

Abmad . . . . ’
“W m A . AfsyouaDmeeta ?‘

. A G e e ‘
' &.wm: No, . 8ig, ¥ am siot: 4 Divdotar- . . 0 - 0 L
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~.Dr:-Zisuddin .Ahmad: You are a shareholder like myyself, B

Mr. Bhuput-Smg: For the purpose cf proper functioning of the Reserv

Bank, it i8 absolutely necessary that some solvent agency must be found,
whether it .is the Imperial Bank or any other scheduled bank. The ques-
tion arises to which of the bank or banke such agency should be given.
In the Joint Committee, the representatives of Banks who gave evidence
said that the Treasury work was of a very technical character and that it
would not be an easy thing for them to take that up. Further, the
Imperial Bank is performing such duties since 1921, and they are perform-
ing it efficiently and well too. The principal qualification for such work
should be that the Bank must be solvent and the solvency must be above
suspicion -and it must work efficiently. Besides, they have got nearly 175
branches, T speak subject to correction, which no other Bank possesses.
There is no provision in the Bill which prevents the Reserve Bank fromr
giving the agency to any other scheduled bank where there is no branch
of the Imperial Bank. If the agreement is not made with the Imperial
Bank, the Imperial Bank may close their branches in places where there
is no other bank, and it will not help the banking facilities of the people
of those places. As regards the agréement and compensation, T do nof
think that the provision in the Bill is sound, and, on that, T have some-
thing to say which I shall do when the' amendments relating to sucH
matters are reached. Sir, T oppose this amendment. .

J

Mr. Muhammad Athar All (Lucknew and Fyzabad Divisions: Muham-
madan Rural): Sir, having had some experience of these co-operative
banks and having had worked them, I also got some experience in asking
for loans on behalf of these co-operative institutions from the Allahabad
Bank and the Imperial Bank of India. I can say that the societies’
notes used to be placed with the Imperial Bank or the Allahabad Bank,
and on the strength of these pronotes monev was being advenced formerly.
Sir, now, to our great surprise, we find that the Imperial Bank, all of &
sudden, and, after that, the Allahabad Bank, refused to advance any money
to co-operative societies.

1

Mr, B. V. V‘h-dhav (Bombay <Central Division: Non-Muhammadan
']%uml): Is there a Provincial Co-operative Rnnk ir. the United Provinces?

Mr, Muhammad Azhar Ali: I presume by that interruption that my
Honourab.le_fnend means that if there is no Provincial Co-operative Bank,
these societies’ pronotes should not be honoured by sny Bank, whether it
be the Imperial Bank or the Allahabad Bank, or any other Bank . . . ..

. Mr. B. V. Jadhav: That is not my suggestion. My suggestion was
that it would be much better for the Imrerial Bank and the Allahabad

Bank to deal with the Provincial Co-operative Bank: than to deal with
an individual society, directly, .

My, Iu.hanu!nd Ashar Ali: Over and above these co-operative gocieties,
we have ot unions, and above some of these unhions ‘e have gob: Central

Banks. These Cantral Banks. are .Shareholders Banks. and th just
88 good banks as any scheduled bank. The yeport of ﬂe@n!;zlmns
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Inquiry Committee also supports what I said. In pavegraph:181 of ‘their
report, page 143, they say: ‘

“‘The policy of the Imperial Bank in regard io the grant of  finencialassistance
to some of the provincial and central co-operative banks (here the phrase is central
«co-operative banks) seems of late to have undergone a definite change, and it is stated
that it shows a much smaller measure of readiness to help them than 1t used to do
in the past.” . . .

This agreement with the Imperial Bank does not improve the position.
If these central co-operative banks are not assisted with money, I do not
kpow then where to go and where to find money for these co-operative
institutions. The Department of Co-operation was established¢ by ' the
Government of India, and though it has become a provincial subject, the
Provincial Governments do not fully realise their responsibility in the
matter. Th: Provincial Governments do not care so muth for the Co-
operative Department as they used to do before. It was said that ‘the
money should come from the people. The whole of India, including Burms,
did its level best to provide money for each'and every Co-operative Society
of cultivators. To a certain extent, each and évery zamindar, and the
public generally came forward to put their money as shareholders in the
Central Banks. - But still, what do we find? These Joint Stock Banks
failed in their duty. I have read out to the House the conclusion which
the Banking Inquiry Committee have arrived at on this point. At one time
the Government were supporting the movement. It was said that these
co-operative banks should stand on their own legs and that the money
should not be Government money, but that it should be the money of the
people. The people of India have come forward and. estsblished*co-opera-
tive banks everywhere,—societies, unions, and, above them, Central BanEKs,
and then Provincial Banks. And still no help from the -Imperial Bank
was given. Although there is some provision made now that in case of
need the Reserve Bank should help the Provincial Banks and the Central
Banks to a certain extent, my submission is that the Imperial Bank
has done absolutely nothing to help these co-operative societies. For these
reasons, I support the amendment of Dr. Ziauddin Ahmad,

Mr. B. V. Jadhav: [ also support the amendment. The charges brought
against the Imperial Bank by my Honourable friend, who spoke last, are
really true. In all the district towns and in most of the taluka towns.
co-operative banks have been established, and they are doing a lot of good
to the cultivator and small trader. They have to send money from place
to place, and formerly they used to get, what are called remittance orders,
from the Government treasury. But, in the big towns, where the Imperial
Bank has established branches, the treasury work is done through the
branches of the Imperial Bank, and the agents of the Imperial Bank look
upon the co- Eemtive banks as their rivals and, therefore, they do not give
them as much facility for transmitting money from one place to another
a8 the co-operative banks used to get when the branch of the Imperiul
Bank was not established. The Imperial Bank is a profiteers’ bank, and
they want to have the whole of the profits to themselves. " They ilo not
look upon the co-operative movement with a friendly eye, ahd they have
mot done much to encourage it. Therefore, Government o'ugh‘t to be careful
in helping the Imperial Bank any further. Government are notv goirg to
establish a Reserve Bank and there is no reason why preference should
be given to one bank and not given to other'banks: which: sre also weund.
1, therefore, support this amendment. ‘
©7 My, 8, 0. Mttra: T can’ understand Fonoursble Members voicing their
doiiiplaints against’the Impetial Bank on- sniy particular issue, bt T cannot
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r.nderstand how they can propose the deletion of the whole clause. THis
clause authoriges the Reserve Bank of India to come to an agreement witlr
the Imperial Bank and, according to the constitution of the Reserve Bank,
it will not be-in a position, at least, during the first few years, to start
hundreds of branches all over India. If we want the Reserve Bank to
function as the Bankers’ Bank, it should offer facilities' to the banks and
the general public in as many places as possible and, for that purpose, it
is in the scheme of the Reserve Bank that, where it is not in a position
to start a branch of its own, it will function through the Imperial Bank,
bacause the Imperial Bank in a way was largely performing the functions
of the Reserve Bank for the last several years. I do not think it stands to
any reason that the whole clause should be deleted. It is in our interests:
that this clause should be mmaintained. As regards the period, I know there:
are several amendments limiting it to 15 years, making ten years certain
and the subsequent notice for five years. There may be other amendments,
but deleting the whole clause seems to me unreasonable. In the Select
Committee, it was said -that, in accepting clause 45, we also accepted
Schedule III where there is a detailed conditionr about the remuneratior
to. be paid: to the Imperial Bank. I hope the Honourable the Finance
Member will assure the House. as he assured the Select Committee, that
thare will be .a scrutiny into these details, if possible, by the Auditor
General.: . :

- The Hunourable Sir George Schuster: That has been done already.

Mr. 8. 0. Mitra: May we take it that the Finance Member has satisfied
himsel¢ that the figures arrived. at are approximately correect? We may
have other amendments to suggest later on, but I cannot support the dele-
tion of the whole clause.

Khan Bahadur H. M. WHayatullah (Central Provinces: Muhammadan):
Sir, T oppose the amendment. The only argument which has been advanced
by my Honourable friend. Dr. Ziauddin Ahmad, for having no conneetion
with the Imperial Bank of India is that the Imperial Bank does mot 'give
sufficient help. to ‘agriculture: and -does  not -finance. the ce.operative banks
and societies. Bir, the co-operative banks arelooked hfter-by the Govern-
ment and they also receive some help from Governtent, If & huge banking
concern like the Imperial Bank were closed dowm;: it::will be -a great
catastrophe to India. We must look 40 some.bank tofirizhoe -trade, com-
merce and industry.  The co-operative banlw Jook eféeragriculture. They
do notb. look -after commerce: and. industry.: Untess-amdi-urddl-we turm our
atbention to.industrialization of the-country, there wilh/be:ne-improvement
in our financial -candition. The country is suffering fromiaele of industries
and consequential.unemployment.. I dd not!'think:itiwill-bea good- step
to stap all connection with the . Imperial Bank. In: my  opinion, it i
verv necessary that, for purposca et trado-and comimeree, s well-established
and- efficient bank like the Iraperial- Bank showld:have: dealimgs with the
Reserve Bank. The Imperial Bamk has got s largs-nwmmber of: branches
and agenocies all over India ‘whieh- look after - Goverhment: treasury work.
Sir. the amendmens proposed-is not a sound ‘ome; andid oppose:it.:

. The Honourahle Siz George Sohuster: I.am, ratabhrtorthe Howour-
able Mambers who hava:opposed. ane Affﬁf crua %’ﬂ M
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T must confess that I find the task of dealing- simyghe: htnded with him-
somewhat of a strain. -I'alse mwst oppese. the.amendment and, Iamisure,
that. every one- who read. the memorandum that we put before the Salect
Committee explaining the work that the Imperial Bank has got to do.fax
Government- at present, and that will have to be, dong. for, the Reserve
Bank in future, will realise. that some agreement with the Imperial Bank
on fair terms is absolutely necessary. My Honaurable. friend.. who spoke
just now, referred to the undertaking we gave. that we would ask the
Auditor General to make a scrutiny. of the, position. If it is convenient
to my Honourable friend, I can read the Auditor General’s report. It is.
quite short. He says: o

1 have, of course, not audited the accourts of the Imperial Bank of India
for the year ending 30th Junme, 1933, nor have I in the precise sense audited the
figures. presented by the Imporial k. of India to (Government -and ‘those presented’
by Government ta the Joint Select Committee. I understand that it was not in-
tended that I should do so’’ (/7 think Honaourable Members will appreciate that we
‘did not expeot him within the ahort period %> earry out anythéng like an wgudit) “‘T
have, however, made a critical examination of -the figures in: question and in the
light »f that examination and the further explanations. furnished, io me ] am satis-
fied that the calculation of the cost of managing. the Goyernment account has teen
made on correct principles, that where distribution of charges ms had to be made the
basis of distribution adopted has been one conducive to .accuraey:and not- unfavourable
to Government and that in the result.the fizure of.cost. reported to. the committee
Rs. 15.62,748 may be taken as sufficient]v reliable., I presugie that there will be some

P

definite arrangement under which the Impexrial Bink of India will be precluded from

the use of any (lovernment balances at any time as an addition to the remuneration
in the formi of commiesion. I have examined similarly the caleulaion. of the. . loss
incurred in the maintenance of hundred new . branches. and, have.:satisfied myself in
this case also that the figure of Rs. 10,05.00% reperted, by, Gavarnment to the .loint
Select Committee may safely be accepted for the, purpese in.hand.”

That, Sir, I submit, is a satisfactory report. I had along talk with the-
Auditor General about it and he did assure me he has gone very carefully into
this and he considers that the calculations have been made very fairly by
the Tmperial Bank. Tf they have erred at all. it' is not unfavourahle to
Govetrnment. T think that is all I should say in support of my opposition to
this amendment. AR

Mr President (The Honoursble Sir Shanmukham Chetty): The ques-
tion is; i

“That clausa. 45. of the Bill be, omitted,’
The motion was negatived.

Mr. B, Sitaramassin: 8ir, I beg to move:

“That in sub;clanse (7). of clause.45 of.the Bill. for the worda. ‘fiffjeen years’ the-
words. ‘ten years! be, substituted.’ o

[At this stage, Mr: Président (The: Honoursble Sir Shanmukhaim Cheftyy
vacated the Chair,. which was then occupied by Mr. Deputy. President
(Mr. Abdul Mstin Chaudhury):} o

toll You will be pleased to: seé; .Sir, that sub-clause :(1).of clayse 45.reads as
ollows: ' . ’ : : ’

"The Bank shall -entér into an: agreemant with. the Imperial Bank: of. India.-which
shall be subject to the approval of the Governor General in Council, and shall be-
expressed to come into force on the date on which this Chapter comes into fotce and
to. remain in: Torce: for fifbéen. yeiits and thersafter.tmtil terminsted: after. five,:years”
notice on either side.” e o ’ : [
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The House will be pleased to note these words:
‘for fifteen years and thereafter until terminated after five years' notice on either

Thus it will be seen that the agreement is to be not only for fifteen
years, but also for a further period of five years in any case. That would
make altogether 20 years certain. It may be more. My amendment
seeks to reduce that period to 15 years. In moving my amendment, it is
not necessary for me to speak at any great length, not because I am not
serious, but because that is not necessary. The point at issue here is not
whether the Imperial Bank should have this subsidy or not; that 'is not
the point at issue; the point at issue is whether the subsidy to be given to
the Imperial Bank of free money should be for a very great period and
whether that period is justified, and whether, in giving that period, we
would be acting fairly to other banks in the country. That is the point
at issue. 8ir, when we start the Reserve Bank, we have got to note the
fact that we are today in circumstances different from those of 1928. The
agreement between the Government of India and the Imperial Bank was
still in force at that time. Therefore, the justification for any generous
terms the Government might have been called upon to give to the Imperial
Bank in those days do not hold good now. 8ir, we should remember that,
by the creation of this Reserve Bank, the limitations imposed  upon the
Imperial Bank have been now withdrawn under the provisions of this
Bill, that it has a formidable number of branches all over the country and
that it is going to be a very formidable competitor against all other banks
in the country. Such being the case, is it just, is it fair that you should
give a long lease of this monopoly to the Imperial Bank, to the detriment
of the interests of other banks in the country? That is the point. It must
be remembered again that the position today is that just as the Imperial
Bank’s claim for consideration has gone down by the completiorr of the
agreement, so the claim of the scheduled banks has gone up higher and
higher, because, under the provisions of this Bill, the scheduled banks are
asked to make certain deposits of their reserves. The only justification
which the Government of India had in refusing to have anything to do
with indigenous banks before now do not hold good today, because, in the
oast, it could be said that the Government of India had no hold -upon
the scheduled banks. Todav you cannot say that, because the Reserve
Bank will have a hold on other deposits. With what fairness, with what
justice, can you say ‘‘Let us have another agreement with the Imperial
Bank with all these advantages in their favour’”’? When you ccme to
calculate the advantages that the Imperial Bank would receive, you w'll
find, according to a rough calculation T have made, that it would be making
about Rs. 80 lakhs a year. 8ir, I think it is not fair; the period is quite
long. T do not for a moment ignore the importance of the Imperial Bank.
With its large number of branches throughout the country, it occupies a
formidable and dominant positicn in the country, and its position, in fact,
is unique. Therefore, I do not for a moment say that it should not have
some claim for being selected as an agent of the Reserve Bank. All that
T do admit. But give a chance to other banks also to come up, and see
that banking in this country does grow up and prosper. S8ir, I move,

I(xl. Deputy President (Mr. Abdul Matin Chaudbhury): Amendment
moved: .

*That in sub-clwase () of clause 45 of the Bill, for *Sfteen years’
words ‘ten years' be substituted.” Bl for the words the
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De. B. D, Dilil (Nominsted Won-Offtetul): Yir; -§-H88 t6 opposs ‘the
umendmentd mOveg by mg Honoursble. friend, Mr. Sitaramaraju, which
seeks to reduce the period. of the agreement hetween the. nk
and the Imperia} ‘Bark to bén yé‘ar't.? T mdy temind Ml:%\ rable
House that the Majorfty Reporp of the Joint' Helest Cpmmittee lags down
that the agreément bétwegn the Réserve Rank and the fmperidl Bank
should run for Afteen yeats ubjeet to termination on five yeafs’ pofice gjven
st any fime after that peried, and that fhe apency téris sh_orﬁg be revised
et the end of tén yeark and thereafter ai five-yeatly intervals. "Sir, 1
consider that that is ar eqyjbable ‘mangeméut. Tn fny opinih, it would
be'a great mistuke ts reliee the peyiod of the rﬁheﬁi ntin any way,
and I enter & most emphatic pritest agwinés any refipttion., o

Now, 8ir, 1 ehall pronesd 1o give ressons . very' briefly -far the view .I
strongly hold that the period. of the agredmiant betwaen the Restrve Bank
and the Imperinl Bank ehould not be reducad in any way. “On she 8th
weptember, 1980; iIn moving the . thind .repding. of .4he. Intiperitl Bank of
India . Bill ot the Bimla .Bession; she -Honoursble Mr.. Maléblth 1Hailey,
the then Finance Memaber (now His Excsllemey. Bir Malbolan Halley,
Govertipr of -the United Provinees) roferred $o -the smalgamation: of the
three -Premidency Banks of Bemgal, Madras, and Bombsy as likely to
provide s sebtral banking inetitution for Indin; and bhe saiflt

“ (4 r pf the c ;. e thre regidency .. Banks  js o e
closegfie l.i&ﬂ?&ir%mﬂhbpb:g :::g;eaﬁifa%f ptﬁ&ev&iﬁ,;;‘t‘%’éwﬁghw m@fr a gﬁ’ ‘ “Z;’ii.{tﬁik‘:,
a Bank which wiMl' partalie of & wiler outlabk ‘and a' larger and moré bereficial sphete
ar & Wational Baxk :for' Indias” ' : Gt .

Now, Sir, what is the implication. My yeading—iny intefpretation of
Sir Maleolm Hailey’s eelﬁlp w_}_ljfchpé.g{aye Jjust uc’?tzd ;,ll}s _thig—that it
mnst hgve been the intention of the Gavernment o.qf India to extend, and
to expand, and o eonstibute g\e Impertal ﬁnk of Tndig Into a Central
Bunk—a full-ledged Resetve Bank 'dg) ndia. Bir, there cati bé nao, daubt
that by the setting up of an independent Centrgl Bark, the Ttipetial
Bank will suffer in prestige to a considerable extent, and that by the altera-
tion in the position of the Pank, jts sphere of business Wilf be cofiside¥nbly
curtailed; and having regard to the past pervlees of Tmpetidl Bunk
of India and havipg regard to the risks the Imperia] Burk of Tndia hod
undertaken in Brgnch Banking in order to discharge the Btatutory obligu-
tion imposed upon it at the time of it creation, and having regard to what
has been done by the Imperial Bank of India by way of Banking Education,
[ submit that every sympathy, every ‘considetation, every judtibe should
be shown to the itr.i gridl'fBaﬁk of Tindis. Fven after the éstublishment of
the Begerve Bank, the Fmperial Bank will have to handle latge summ of
Gavernment mongy; and the safety of these bulances is & matter af tital
importance. Further, the Inrperial Bank will have to eatry ot sh- duties
a8 agents of the Heserve Bank. 8o, the Itperiat Bank will higve toiemploy

« Targe staff—an adequate, eompétens, tiistworthy staft, 'to build that staff

up on g permanent bisis, to give that stuff a sense of security and to
provide building and bousing accommdd@ation. ¥t the poritef of thé agree-
ment be reduced in' any way, I have serious apprehensions that it will he

fraught with very seroud smi unsxtisiesteRy semaite. 1t will e Mrm!ta'

to the interests of development of banking, because the Imperial Bank
will -net ;he able. toimdyce: the right.type of b ta qupfa%in B8 A
career if po sepurity as to permemenay of employfient and’ profjeets. cen
he offered tﬂﬂl‘M R SIS S S : o 5 SRS

; ;,'ﬁ}'
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. Mr. B. V. Jadhav: Will the Imperial Bank crumble  dawn affer 20
years? S '

Dr. BR. D. Dalal: I can't hear the Honourable Member. , The Imperial
Bank must have some unremunerative branches, and I think it will be a
retrograde step to the development of banking to close any of the estab-
lished branches, because it will have & most undesirable repercussion on the
banking habit. The minimum period of agreement should be 15 years,
because, by then, the existing staff will be more or legs due to retire, and
any staff that may be recruited thereafter will be recruited on such terms
as are justified by the new arrangements. But, Sir, the period of ten
years is & most unreasonable period—it is neither. here nor there; and it
is impossible for a large business organisation to accept such a short
period as ten years. But it may be asked—how is it that the Imperial
Bank of India accepted s period of ten years in 19217 Well, Sir, that
was accepted on trust, which is now looked at from & strictly legal point
of view. B8ir, it is certain and it cannot be disputed that the Reserve
Bank ‘of India cannot possibly carry on and transact: business of different
kinds efficiently .and satisfactorily, and cannot possibly spread the advan-
tages and benefits of finance and currency without an institution like the
Imperial Bank of India, which alone of all banks in India has the experi-
ence and machinery to do this agency work; and if it cannot, I respectfully
ask, why the Imperial Bank should be replaced at the end of ten years,
especislly when we remember that, in every walk of life, continuity of
service is an incentive to good, honest, efficient work. In all these cir-
cumstances, and in the interests of both parties, and in the interests of
development of banking in the country generally, and, above all, in con-
sideration of the fact that the Imperial Bank of India has already
relinquished a claim for a period of ten years, I am strongly of the opinion
that the security of an agreement for a period not less than that recom-
mended in the Majority Report of the Joint Select Committee should be
embodied in the Act. '

1

Mr. B. R. Puri: Sir, I would not have intervened in this debate at
oll but for an observation which fell from the lips of my Honourable
friend, Mr. Raju. He evidently reads this clause as if it means that
after a period of 20 years this agency agreement will come to an end.
(Mr. B. Sitaramgraju:.‘‘No, no: I never said that. I said at least 20
years.”) I should like to know if my interpretation of this clause is
correct that this agreement is to remain good for 15 years in any case.
Up to that period, no notice .on either side would be permissible and this
sgreement will then continue even after 15 years subject to this condition
that if either party were to choose to give notice, it would be liable to
terminate after the period of that, five years’ notice. That means that if
after 15 years for another space of 20 years neither party were to give
notice to each other, then the life of this agreement would be extended
to 85 vears plus 5 years, that is, altogether 40 years. I would like to
know if this interpretation is correst. '

The Honourable Bir George Schuiter: Certainly it is correot.

Mr. B. B. Purl: If fhat i correot, then I would ask the House'to
realise that if it leads to such an interminable’ period, are we reslly taking
a wise step in making a provision of such a sweeping sharnoter.
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Mr. Bhuput 8ing: Sir, I rise to:support the amendment of ity Honour-
able friend; Mr. Raju. Dr. Dalal just now said: ‘‘The amendment proposes
to restrict the term of agreement to a period of ten years which is neither
here nor there’’. But may I point out to him that the amendment does not
do anything of the kind? It only makes the agreement terriinal:le alter 16
years and not aftér 10 years as'was said by him. It gives thé agreement for
ten years, and then five years’ notice. e o

Dr. B. D. Dalal: We want 80-yedfe/ut.os: > 0 oo

. Mr. Bhuput 8ing: That is what the Government also want, and I did
not know that Government’s interest was his interest as well being &’ nomi-
nated Member. Tf Dr. Dalal wante the agreement to last for 20 years and
thereafter five - years’ notice, he should have'given: a’ sepsrite notice -of
amendment. Sir, Mr. Raju’s amendment only says that:Government should
make the agreement for ten years so that, together with the period of
notice for five years, the total term: of agreement would dome to 15 years
for certain. ' In this connection, Sir, T would like to read &' certain passage
from the report of the London Committee. ' In paragraph 29, page 7, they
suy: ' "

‘“We recommend that the Reserve Bank should be required to enter into an agree-
ment with the Pmperial Bank on the general lines of clause' 46 -of ‘the 1928 Bill, but
we ‘consider that’ the period of 35 years prescribed in that clause .is too long, and. we
suggest that this point should be further comsidered by the; Government of India.
The initial period, however, should be of substantial durativn, with’ provision thercafter
or termination on several years’ notice, etc., étc.” : o '

I think the period of 15 years, as suggested in the amendment, is very
reasonable and not small as suggested by Dr. Dalal. Why should we bind
the future Central Board to continue to work with the agreement that is
now being made ? 'We must make them free to renew if and when necessary
the terms of the agreement on more favourable terms whenaver the condi-
tions of Indian banking makes a progress. By giving them a long lease of
life, there will be some handicap for the other scheduled Indian banks to
mske any sagreement with the Reserve Bank for doing the treasury work
even if they are in'a position to do so. During the period of 15 years, they
may show their efficiency by doing the treasury work in some places where
there is no branch of the Reserve Bank and the Imperial Bank. I do not
grudge to renew the agreement with the Imperial Bank as long as the
Imperial Bank work efficiently; but, at the same time, I do not see any
reason why others should be precluded for a very long period from having
the advantage of competing with the Imperial Bank by giving more favour-
able terms to the Reserve Bank. With these few words, I support the
amendment.

Diwan Bahadur A. Ramaswami Mudallar: Sir, I rise to support the
4p amendment. I must congratulate the Honourable the Finance
S PM- Member for getting support so ably and so eloguently from my
Horpourable friend, Dr. Dalal. I thought 1 was hearing to an elegy on
the Imperial Bank when I listened to the very characteristic speech of my
Honoyrsble friend. Sir, my Honourable friend, Mr. Bhuput Sing, drew
the attention of the House to the recommendations of the London Com-
mittee. I do not want to deal with this London Committee more than I
could ‘help, but on this occasion, I am perfeotly certain, that the London
‘Committee members would have been shocked if they had been told that
25 ‘years was too long, but that 20.years was a fairly substantial period.
ST - pg.
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Whet they mean' by too lang is not merely o five year perigd over and

o R Ja): May I poipt. out thet the Imperial Bagk bas alrendy
relir‘?q‘ufg'\’ég ’ancﬁi?n for a pgr":})’ii' gf ten&ye»r@ Lm ? B hos plrendy

Diwan Bahadur A. Ramaswami Jydaliar; My Hondupelle friend-is an
authority on public heslth, but he is a very poor authority on arithmetic.
Let me shaw to this Housp and partieulpsly to my Homourshie:feend-how
the Imperial Bauk is better off:under the provisions of the Bill then. jt
would have been if a similar provision of the 127 Bill had bepn sccuyted
and that Bill had heen. passed intq law. In the 1927 Bill, the Imperisl
Bank was given a perind of 25 years angd, at. that tigne; the - Imperiel Bapk
had not merely a monil olaim whick Dr. Dalal has trotted out, but glpe
a legal claim. The Charter of the Imperigi Bank extended up te fhe epd
of 1880 or the beginning of 1931. The {Jovernment coudd mot oyp in snd
take back the powers which they had given to the Imperial Bsnk under
the Tmperial Bank Act of 1921, and yet Sir Basil Blackett, when he infeg-
duged the Reserve Banic Bill, tried to take away these powers; those were
the conditions under which the provisions of the Reserve Henk Bl of 1927
were put forward before the Legislature. The Imperial Bawk, having =
logal claim ta ‘eoptipue #ll the beginnjig of 1981, and the Government
having decided to cut short that periad by, fowr years, fw'hq,t' did Sir Bx;%n‘ﬂ
Blackett do? He said that there should be an agreement for 25 vears with
the Tmperial Bank and if the Bill had been passed into law, then the
Imperial Bank would have emjoyed that puivilege up to the year 1952
Now, in the year of grace 1988, we come to these ppovisions. What is the
position? PThe Impsrial Bank Gharter has expired. Jt is todey cerryiug
on st the pleasure of the Governor General in Gquneit. There 18 no leggl
obligation to muintain the present position of the Government gf India with
the lmperial Bank.” 1t is purely, as & matter of geace, that this aprange-
mient 13 continuing. - I leave aside the question of moral ojajms which hyye
been trotted out more than once and if that is serioyaly pressed, then clope
1 should like to refer to thut moral elpim, hut the pogition todsy js thab
legally there is no wbligation on the part of the Goyarnment of Indig at al]
to continue their present relations with the [maperigl Bank aud without a
week’s notice, without a day’s notice, tomorrow the Hogeurable, the Finupce
Member could send down his uksse and say that the whole sgreement js
terminated with the Imperial Bank aud that the Imperisl B?pl\ ahould
restore the (fovernment balanees to such other Banks as the Gpvernment
may fix. Today the Honourable the Finance Member und the mgjarity of
the Seleet Committee come forwurd and sny: ““we shall give this fitmk 20
‘years certain again, because this I yewrss eartsin gnd five ycws gytion
merely means 20 vears certain”. This carries ue, if the Reserve Bunk comes
into existence next year, to the year 1934. Therefore, while under the 1927
Bill when there was a legal obligation townrds the Tmperigl Bgnk, the period
provided took us to 1952 or 1058 ta be wmgre exaet, nnder, the proyisions
of this Bill' when therc is no legal abligstion wlistsoeyer we are asked
to give this Charter to the Imperial Bank up to the yeur 1954. . My Hongm-
‘able friend, Dr. Dalal, by some mystesious process of m'iﬂf;mgﬁc; says that
it i not so favourable as if was under the Bill of 1937. Now. my, Hopgur-
pble friend hes already pointed out thes ik is npt fair thut thi %}3&3 jeri
should be given to the Imperial Bagk.. 'Bha.(ilmtg% of the Beserye .

is olly for 25 years. After that, it inay be extended, it may not he extended.
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It may be repealed or it may be ¢nded; we will éormhe tb-thet wheh! the
clause is considered by this House. Out of that 35 yesrs period. the Imperial
Bank is going to hisve 2A¥ yeard certain period. f ask whether thet is &
veaonable position at all. My Honourable friend, Dr. Dalal, said that
after 10 yeurs, the terms of the agency may be reconsidéred. Nothing of
the sort.. U my Hohourable friend will more carefully read the '?‘flil‘d
Schedule with referende to thé' provision that is contained therein, he will
see that therd i fiothing about the terms of the agency there. What is
provided is that the amowrit of compensation éh’d\ﬁ%\be calculated on a
certain -hasil: 8t the end of tén' yedrs, that the basis. now vrovided need
not be @ontinued, but that, at the end of ten years, the basis. that is
provided wder the Séhedule shout be taketi into account in taleulating the
dmount to be paid ‘to the Imperial Béink. That is all that is provided foe
in thie Third Schedule. For the benefit of my . ¥lonourable friend, who
seems t& ba' vety netvous of the position of the Imperis] Bank, let me
read to lifm the provisions!

“In censietationt of the pefforimaice at the gl::eﬁ referred to in clause, I by the
Imperial Bank of Indig on helalf of the Reserve Buntt of Iiéa of the functions which
theth’_:faprigd B:xnk of Indis was perforfning on behd#if of thke Gavernor Getibral in
Counci * before the coming into force of the Reserve Hank of .india Act,
1633, the Reserve Bank of India shall pay to the Imperial Bank: of Impdia- as remu-
rerhtion & win which akall be for the first tén t%pa'rx dufing which this agreement
is i foree w commiksion calculated at one-sizfeenth of one pégr cénit. oh the firat 250
crores .and omg thirty-second of one per cenf. on the remainder of the total of the
receipts and :iubmemanu dealt with. annually on aceeunt of . Goverhmeént by the
Impetial Bank of India on behalf of the Reserve Bank of India.” oo

Then cowmes this question of how, after the end of ten years, this new
arrangement i8 to be arrived at: ,

“At the close of the said ten ea,u,f. the remmineration te be paid by the Reserve
B'al;}( bof Ind'ia,dto the ,,Iinperiﬁl Iﬁﬁk of India for the performance of these functions
shall be revised,” he

—mark that the remuneration should bé revised and not thé teérms of the
agenoy— '

“‘4nd, the remuneration for the enmsuing fise years shdll be detdrmined on the
basis of the aetual cost to the Imperial Bank of lundia, as ascertainad by expert
accotnting investigation of performing the said functiens.’

That is to say, if an accouriting officer will merely go into the question as
the Auditor General has just now dotie &8 to what it will éost to the Imperial
Bunk to carry out these functions, the amount will be arrived at. But
the Reserve Bank is tied down to the use of these 150 branches of the
Imperial Bank even after the period of ten years. In fact it is tied down
for the next 20 years and it is tied down as long as the Reserve Bank uses
the Tmperisl Bank. For 20 years certain it is tied down to the use of these
branches of the Imperial Bank which are existing at the date of the passing
of this Bill and it can only go into the question of what remuneration it
should pay and that will be settled by accountants and not by the Reserve
Bank. There is no question of leaving it open for the Reserve Bank at
the end’ of the ten year period’ to arrange different terms of the agency.
The Reserve Bank' cannot say: ‘“We do not want these 15 branches which
you have at such and such places, we propose to transfer our custom to
the Bank of India or to the Bank of Bombay or some other Bank which has
established branches in these places’’. It will not be opeén for 'the Reserve
Bink'to'ds that. It istied down to these 147 or 150 branches of the Imterial
Battk for' tHe' certaiti’ peNbd’ of 20° ydtrs iextrivably withoht any hops of
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escaping from that. Now, 8ir, not merely is it bad from the point of view
of the Reserve Bank, but it is worse from the point of view of other. banks,.
the indigenous banks, and that is an aspect which I should very strongly
place before the House. We are all very anxious ta develop the hanki
system in this country. My Honourable friend, Dr. Dalal, almost sh
tears over the idea that any deduction from the privileges conferred on the
Imperisl Bank by this Bill would mean a closing of the branches of the
Tmperial Bank and, therefore, very great hardship to many people. But we
have also to remember that, according to this Bill, if indigenous banks,
which are fairly well established, open branches in these places, then & pro-
vision like this will be a great hardship to them. At the time when the
1927 Bill was under consideration, that Bill was circulated all over the
country, and the various banks had an opportunity of expressing their
ofinions on the subject. On the present occasion, the motion for circula-
tion was never made, because we thought that there was no need for a
motion to that effect and, therefore, the various banks have had no eppor-
tunity of expressing their opinions on this. I know that a few banking
experts or representatives of certain banks were invited to appear before the
Select Committee and their evidence was taken. I do not know what the;
gaid nnd what their views were on the subject. That i: & mystery vhic
is within the confidence of the members of the Select Committee. But,
on the last occasion, when the Bill was circulated, both the indigenous
banks and the foreign exchange banks were distinctly against this period

of 25 years which was then fixed by the Bill. TLet me read only one short
extract:

**We consider that a period of 25 years to which the clause is to extend is excessive
and any arrengement between the rve Bank and the Imperial Bank should not
have a statutory life of more than ten years in the first instance.”

That bears the signature of Mr. J. A. Bruce, the Manager of the
Chartered Bank of India, of the Managers of the National Bank of India,
the Mercantile Bank of India, the Eastern Bank, Limited, and of the P.
and O. Banking Corporation. And if you go to the Bank of India, the Bank
of Baroda and . other indigenous banks, they express an identical opinion
on the subject that 25 years is too long, that it is unfsir to them and that
a period of ten years is sufficient. I ask, when the original Charter at the
time of amalgamation was only for ten years and the Imperial Bank authori-
ties were then sstisfied with this period of ten years, how can they claim
this extraordinary period of 20 years at the present moment? I venture
to think that it is not a fair arrangement,—I would go so far as that,—not
fair to the Reserve Bank, not fair to the indigenous and other banks exist-
ing in the country and not fair to this House. I do not know whether the
srrangement has gone to the extent of its being a concluded agreement in-
capable of being revised by this House. I am very glad to find that my
Honourable friend, the Finance Member, says it has not gone to that stage.
I was at one stage afraid that it might be so and all my talk would be
useless. But if it is not so, I venture to press very seriously for the con-
sideration of this House that we shall not be doing justice to all these
people and all these institutions if we have this period of 20 years and the
conditions so rigidly laid down, as I have tried to explain to the House.

Dr. R. D. Dalal: If the agreement is for ten years only, how can a
trustworthy steff be employed ? We want a trustworthy staff. The Imperial

Bank will have to. handle large sums of Government money; and the :afety:
of these balances is a matter of vital importance.
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Diwan Bahadur A. Ramaswami Mudallar: That very great difficulty
which is oppressing my friend, Dr. Dalal, would continue in any circum-
stances. Does my Honourable friend suggest that a number of staff engaged
in the yesr of grace 1984 will continue right through till the year of grace
1954 on 20 years’' contract, and that there will he no intermediate staff
-engaged during these 20 years ? :

Mr. B. R. Puri: May I know what is going to happsn to the Imperial
Bank if tomorrow, .as you suggest, the Finance Member were to cease
dealing with the Imperial Bank, sccording to my Honourable friend over
there ?

Diwan Bahadur A. Ramaswami Mudaliar: What has happened to every
bank and commercial concern during the last few years? -Hus not the
Imperial Bank retrenched its staff? Can my Honourable friend suggest
that today the Imperial Bank has on its register the same number of staff
as it hud two years ago? It is a matter of notorious knowledge nnd xaus¢
have reached even my friend, Dr. Dalal, that commercial concerns and
banking institutions have, during this period of depression, had to retrench
their staff. I should be extremely surprised if the Imperial Bank of India
is the only institution which, through this period of depression, has not in
any way retrenched its staff. Every commercial concern has done that,
every banking institution has done that, and I am perfectly certain that the
Imperial Bank has also done that. Then, why this extreme anxiety for
the staff which may go out of existence in the year 1954 -or in the year
19492 And, sfter all, what do we say? We have not suggested that it
chall be only for a period of 15 years. Some latitude still exists; the agree-
ment can be continued. All that I plead for, all that we on this side
urge is that there must be freedom for this Reserve Bank. For the sake
of the Reserve Bank which you are establishing with so much concern,
please give it some little latitude to come to its own agreement. Do not
tie it down hand and foot for 20 years out of its possible existence of 25
yea:s ‘to deal only with the Imperial Bank aod tc deal with
it only in a particular manner. And I venture to suggest that
there i8 mno injustice at ull involved so far as the linperial Bank
is concerned. My Honourable friend talked of moral obligations. I know
that on another occasion and in another place this question of moral obli-
gation was trotted out. Does my Honourable friend suggest that the amal-
gamation of the three Presidency Banks was o matier of grace which the
authorities of these three Presidency Banks undertook on that occasion
simply out of patriotic scntiments and out of a sense of duty of what they
owed to the public?  Does my Honourable friend suggest that the Presi-
dency Banks of Madras, Bombay and Calcutta would have had a hundredth
of the position which the Imperial Bank of India occupies today if they
had not cunsented tc that amaigsmaticn? What is this moral obligation
that is being trotted out time after time ? They got an advantage far above
anything that they dreamt of in the year 1920. They were amalgamited
into one big concern, the Imperial Bank; privileges were given to them
fur in excess of what they had ever dreamt of in the days when they started
and did business as Presidency Banks. They have got on very well. We
have not complained of that; we have no feeling of jealousy with reference
to the way in which the Imperial Bank has got on. They undertook some
obligations, they received some benefits; what is this moral obligation 't_»hat
my friend is talking of ? It seems to me that if there is any moral obliga-
tion, it is from the Imperial Bank towards the Government of India and
not from the Government of India to the Imperial Bank. I, therefore,
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venture very humbly to suggest,—1 do not think there is amy unnecéssary
heat requirZ& over y&his ugm'endmonh,—-—l respectfully recommend to th'ie
House that, in the interest of all concerned, a period of ten years certain
and five years option will achieve the purpose and this amendmgnt should
be accepted. ' B

Dr. Zisuddin Ahmad: Sir, my poet friend, Khan Buhadur ‘Witayat-
ullah, is not here. Hie came and spoke on one occasion and @id not wait
for the reply. I should very much like to point out that this Imperial
Bank,—of which I do not know whether he is engaged as its advocate,~-
does not really give the facilities which he has claimed on the floor of
this House. He probably had no kmowledge of ‘the: Imperidl Bank besides
drawing a cheque, and, as my friend said on a previoug océasion, ﬁ:rba’ps
overdraw his acoount. But had he gone into details about the Impetial

Bank, probably he would not have come forward to support the claim
of this benk. '

[At this stage, Mr. President (The Honourable S8ir Shanmukham
Chetty) resumed the Chair.]

In the first place, this Imperial Bank, as we all know, does not lend
any money 6n the security of land. If any bank does not advance money
on the security of landed property and does not finance any undertaking
in connection with agriculture, that bank is not a bank which should
receive any differential treatment or any favourable treatment from the
Legislature or from the taxpayers in this country. Sir, the Imperial
Bank sometimes gives some help to industria] firms, but if you go through
the list’ of the firme to which this help is given, you will find a large
number of European firms and very few Indian firms to which money
is given. So are we going really to favour this Imperial Bank ang ghow

ecial favour in order that it may give special privileges and special
afsistande to o choséh few? The other thing is that I would, recommend
miy' friend’ to read & paper called ‘“Bank Workers'’, and there he will find
mn certain articles that there is a differential treatment meted out by
thig Bamlg to Indians. Now, when this differential treatment (xiets in
that particular Bank, is it desirable that we should give specisal facilitios
to thi« Bank? My friend ssid that the Imperial Bank proviled bunking
facilities to this tountry. But I request him to consider this: if you
take a cheque of anfy Imperial Bank branch, even of Rs. 10, you have
te pay a discount of eight annas if you cash it at any other branch of
the Imperial Bank. Ts this a facility or is it cheating? In European
countries, you ﬁnd' that if you take a cheque of auy bank to sny of its.
b;anches. it ‘s paid immediately without discount. Bup here, even . in
: e case of cashing a cheque in the Imperial Bank at New Delhi, belonging
0 some other agency, I have to go through great formalities, even if I
am personally known to the staff. This is in. addition to unreasonably big
discount. Do you call it facility or do you call it cheating? . . . .

Khan Bahadur H. M. Wilayatullah: But they still pay you: T thought
from what you were saying that they had dishonoursd the cheque.

Dl‘. m“dd!n M: Thev cheat ﬂ" l’ight, buﬁ they aré nct gueh mgue&

and I do not say so, Is this a facility or is. it chesting? . 1f they: cash.
these cheques at pa;' at any pldce and not only c],;ﬁ; ba_loli:gn: to.
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their Bank, but cheques belonginge to tgtherchBanka,. then t . cotild hav;e
copsidered that a facility; but when they charge a very big discount,
sametimes it f,‘.tremenﬁgus, then I cannot call it fggility, bt cheating . . .

Mr. E. Stud: Can the Honourable Member tell me of any Bank in
India that does mot do the same with branches in'other places?

ﬁfﬁ‘uﬁhw f: This is just the point T was coming to. Ts
there any b,aﬂ: in India to whom we show thess spdcisl treatmest? Is
there any bank which ig supported so much by the taxpayets of Indiu?
1s theze ‘any bank which has become very fat at the expense of the poor
peopla of Es‘{u'g country? lLook intd the value 6f the shares: shates of
the value of Re. 500 at oiie time were gioted at Rs. 1,500 and Rs. 1,800,
and T think today it is about Rs. 1,850. They give a dividend of 18
er cent. and mote: it is now 12 pet ceint: is there ahy bank which has
Eeen able to pay so much dividend? 8o, if the Bank comes to the tax-
payets and asks for differential treatment, is it or is it not right for
us to demand that they should give special facilities to the people of
this country? If this Imperial Bank professes to place itsélf in the same
position as other banks, then the onlv conclusion from that is that the
Bank should ‘not dxpect ahy diferential tteatment from us as well. If it
aomes forwhrd and wishes to be supported specially -at the expense of
the Indian' taxpayets,' if it' demands a special’ loan witliout interest from
thé Imdiin exchequer, then is it of is it not ¢orrect on our paré to démeand
that theéy should provide special bdnking facilities to the pedple: of this
country and not chest under the false plea of giving banking facilities?
I refer to the report of the Indian @ehtral Banking Inquiry Committee.
Was this report written in order to be forgotten? as mondy spent on
this enquiry simply ‘to put its report into the waste paper basket? T
wonder if the Flonourable the Finance Member ever’' had before him
the recommendations of this' Committee when this Bill was drafted. We
have got & number of vdluable recomimendations in the report which will
be discussed in cennection: with rural credit societies : but. F-ealt attention
to one particular recommendsation: it is at page §13-~vedommendation
No. 140. I think the Honourable the Finance Member's knowledge of
thig report has become hazy: once when I was _quoting page 181, he
was entirely lost. until T corrected myself and said 1t was parsgraph 181
and not page 181. Tn No. 140, it says: '

“On the establighiment of the Reserve Bank and the simulftangout withdrawsl of
the restrictionds now imposed on the trarsactions of foreign e:xahgé businesr of
the Imperiat Bank of India, the latber should be imduced to teke an active share
in the financing of India’s foreign trade. For this purpose a definite armaugenterit
between the Reserve Bank and the Tmperial Bank for a period of five years’’—(and
not ten or twenty)—‘‘or anch other period as the Reserve Bank may consider’’—(and
not the Logislature)— ‘‘desitable for utilising the Imperial nk ‘o8- agets of the
Reserve Bank on terms to be settled between the two banks is recommended.”

This is the recommendation of the Banking Inquity Commiittee. They
recommended » period of five years. and now the period which we are
fixing for these swindlers, for these cheats . .

The Homourable Sir - George Sohustar: I really must protest against
that expression. My Honmourable friend has no right to talk about the
Imperial Bank as swindlers. t

Bz Zianddin Abmad: The Honourable gentleman may not, but my
own gxperience is that when I have to cash a cheque I don’t get full
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of my money, but monéy is deducted, aid I call it legalised
e‘;sl!;c‘iling: zhe' Hongurable gentleman may not. This period is too long
a period and it is not very desirable that we should extend this. abnormal
privilege. If he desires to legislate special provisions for the Imperial
Bank and put them in special privileged positions, is it or is it not the
duty of the Honourable the Finance Member to show why this particular
privilege ought to be extended, and for what reasons we should put the
erial Bank in a very privileged position? This point has never been
brought out.on the floor of the House. We extended the special privileges
at a time when the Reserve Bank was not there; but when the Reserve
Bank ‘is now coming into existence, then to place any special bank in e
privileged position is to say the least unfair to the other banks in this
country. If we support this Bank at the expense of the taxpayers, then
is it or is it not right for us to demand that they should also treat us in a
special manner and provide real banking facilities and not charge us
discount right and left and very high rates of interest? With these words,
I strongly support this particular amendment.

8ir Oowasjl Jehangir: Sir, I rise to support the amendment. I had no
intention of speaking after the speeches made by my Honourable friend,
Diwan Bahadur Mudaliar, and my friend, Mr. Raju; but the strong remarks
that have fallen from the lips of my Honourable friend, Dr. Zianddin,
forces me to say a word or two. He has made a statement lhat the
Imperial Bank shows greater favour to its European clientele than it
does to its- Indian oclientele. I think that is an absolutely incorrect
statement and should not go uncontradicted. It is a reflectton not only
on the management of the Bank—it is a greater reflection on the Local
Boaris on which there are many eminent Indians. I have nothing tc do
with the Imperial Bank directly: as & matter of fact, I am connected
with an indigenous bank; but, in justice to this Bank, I think a statement
of this sort should never have been made in this House and, as it has
beén made, it deserves categorical contradiction . . . . .

Dr. Ziauddin Ahmad: May I ask whether the Honoursble Member
speaks on behalf of Bombay alone or for Madras, Calcutta and other places?

. Bir Oowasji Jehangir: If ry Honourable friend means to contend that
in Calcutte the European clientele are given greater facilities, than Indians,

I am not in & position to give & categorical denial—I do not come from
Caloutta . . . . .

Mr. E. Studd: I come from Calcutts and I can confirm that denial.

ﬂr‘ Oowasji Jehangir: All I can say is that if they confine their business
to their European clientele, then they would very soon have to shut up
shop at Calcutta: after all, they must rely upon their Indian clientele
if they are to exist: their very existence depends upon Indian clientele:
and more 80 in Madras. I do deprecate, a8 my Honourable friend, the
Finance Member, pointed out, calling anybody swindlers in this Honourable
House, and this sort of thing should really be put down.

Now, as to the merits of the question, I agree that the proposals in
the Select Committee’s report are a little in excess of what they should
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really be. The Committee in England considered 25 years too long,—a
definite expression of opinion. The Select Committee have given the
Bank & 20 years agreement.: the amendments that stand in several of our
aames give them 15 years certain. Now, it is mot cn:x].lx,]vJ 15 years certain,
but every possibility of many years more than 15. If this agreement is to
terminate in 15 years, according to our proposals, a notice will have to be
served on the Bank after ten years. If the Reserve Bank do not serve
any notice after ten years, then for so long as they do not serve that
notice after the expiration of ten years, by that period will the agreement
be lengthened over and . above 15 years: and, therefore, I think it is a
very reasonable. proposal indeed, fair to all sides and carrying out to a
great extent the recommendation of the London Committee. 1 beg to
support the amendment.

ot

Khan Bahadur H. M, Wilayatullah: Sir, I had no intention to take
part in the debate on this amendment, but as certain remarks have been
made by my Honourable friend, Dr. Ziauddin Ahmad, with special reference
to me, pointing out. certain inaccuracies in my speech which I made &
short time ago, I wish to say a few words. He said that if there is &
cheque issued on the Imperial Bank in Delhi and if it has to be cashed
at Nagpur, some commission has to. be paid for it. He ocalls this. com-
mission cheating. ‘I think it is a very strong expression. . .8ir, he is s
great mathematician and an educstionist. He ought to be very accurate.
T will ask him a question. If a boy is handed over to him for education,
he charges the parents of the -boy the usual fees which is a considerable
amount, and, at the time of the boy’s examination, a further fee of, say,
Rs. 80 or Rs. 40 is charged. If the boy fails in the end, will it be cheat-
ing? If charging the commission ocan be called cheating this, I am afraid,
will be called down right cheating. I think, Sir, we ought to be very
careful in our remarks and we should not indulge in language like that
and without any seruple., There is a system of charging commission on
cheques which is in vogue in every bank. If this House has any objection
to it, it can pass a Resolution or make a representation to have it rectified.
To oppose & provision in the Reserve Bank Bill, because the Imperial
Bank charges a certain commission for cashing cheques, is, to say the
least, wholly irvelevent and it shows & lack of sense of proportion in
offering our criticism on the Bill. Sir, I oppose this motion.

The Honourable Sir George Schuster: Sir, I am in a somewhat difficult
position in dealing with this particular amendment, because I have
throughout all these discussions been very careful not to take upon mysclf
the role of an advocate of the Imperial Bank's interests. We have had
to deal with the Imperial Bank as one party with another, and it 1as
never heen my lot to look at things from the point of view of representing
the Imperial Bank's side. On the other hand, there is nobodv in this
Assembly today who can speak as an advocate from the side of tle
Impenial Bank, and it has been an unfortunate feature in all our discus-
Slons in connection with this Reserve Bank Bill,—and there have heen
times when the Imperial Bank has figured very largely,—it has been an
unfortunate feature that there has been nobody who could get up and
put as the representative of one party against another the case from the
side of the Imperial Bank. Now, Sir, I have looked at all these matters
Dot as a question of privileges to be given to the Imperial Bank, not as a
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naestioty of ‘giving ' suppert to the IrApeérial Batle of the: enpeise of the
g;r-puy‘er 48 gﬁ'fey.‘td Dt. Ziavddin, ssld, buf raabor 4 & qWestiow of
whiit sér¥ites the Fnperisl Bank is going 0 remder. The' BMpsrinl Bwmk
is. aftet alf, performihy very iiportatit services awd urdeds there is iv the
coutitry an orgtimizution witieh can perfortn thesd sotvides; bosh $he Govem-
ment and' the Reserve Bank are going to be’lglﬁ o very grest embatrass-
ment. I do hot'know whether any of the Fonourabld Mehibers whe have
fpokén have realifed quite’ the importance of the work which we ;ﬁﬁw
frotn the Imperial Batki 1 confess thet it caudes rie a gréad of
tioritern ‘wheh ohe lnoks to the futute and ebhsiters’ that V' setne
nther agencies may have to be eniploved. T sdy thit fop thid readbr,
because the Imperinl Bank has to some extent beer fauittivning as’ a paBlic
authority or carrying out Government work and has come to look upon
some of these questions from the point of view of an organisation which
is doneefhed with public interefts.” The GoWernkhiené - hee tor Xeep
séattered aboik over the whole of Lidis #fi- enormbus: qusmtisy of curremey
in currency chests;—not euntetivy 'in oiroblation, but ewreney ready aveil-
ghle 46 mheet aiy demitmds,—Govermment have actudlly iw the currency
chests sedttered about India cufrency notes of something like ninety crorcs
of rupees. I think that is about the coitect figuré. At a bramch of th:
Tinpertal Bank,. for instance, at Amritsar, where a currensy ehest .is kept,
¥ think the average aimeunt of currency kept is about two croves of rupses.
Now, it is & very heavy responsibility that is placed upon the agetey which
has to look: aftur these enofmows sumig of monsy., That iv nok. rHemey
in circtlation,—they are simply paper notes, but they can be. put into
circulation. The control of those is a very imiportant matter. Now, the
Reséfve Barili cannot stat organivatioiis all over the dounery, and tlie
Imperial Bank’ hag séb up braniches, built strong rooms, provided all' the
facilities for lookmg after that currency, adid has for a long perivd of yetms
been acting as agent for the Government and sequired s stafi on which
we feel that we' can' absolutelv rely. That is not only & very valusble
service, but it is & vital service.

Now, the question is what sort of agiteement is peasomable with the
Impertal Bunk. My friend, Diwsn Bahadur Mudaliar, said that the
Lionden Committee thought that 25 years was too long- and that if they
had been told that aftet consideration here the period wae onty going to be
reduced by five years, to 20 years, that would have scemed to them &
travesty ulmost of what that they had in mind. Now, Sir, of course it is
very difficult to say exactly what every orte Had in tfind, afid ¥ ce#tuinly
do not want 'to start all these discussions about the Londbti conversations
over again ou this particular matter. T think we rathef shirlied' the issue
there und shifted the matter to India, but T will concede this to miy friend,
that I quite agree with him that. a mere redietion of five yeats is somethng
riither less than what T myself would have thought to be whet thé getitral
members of the Committee hnd in mind. But what they had i mind
chiefly in cousidering the length of the period when' we 'discusdeéd’ it in
London was not so much that it was undesittible to tie the Resérve Bank
up to the Imperial Bank for a long pefiod as that it w8 undesiriblg to
fix financial terms. Tt might be fait now, but it might not be fair in'the
future. I must certainly make it clear that iu my own mind i thinking
of limiting thie péetiod; I was iiote influsheed by this quEsHOH’ of what the
financinl reiritingfation was goihg to be, and T do conisider that this proposs?
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which we have evolved now is s very important modification of an agree-
ment which hus to run with all its terms unch -far » definite paniod.
It represenis again a sort of compromise arrived at after & good deal of
i icn. Oa the ome hamd, 6homs, who were againet having tou long
sm sgreement, felt that, as.i say, the tetns which wepe tixed now might
prove & be quite out of selation 40 what was required in ten
years’' time, Gm the other side, the lmporisl Bauk representatives put
1t before “ys wery etsongly that in meking the srrangements with their
staff, in-vecruiting their ‘stafl; they did require u long period to look forward
to. And 1 am by them—I1 Hope Honourable Members will not.take
it as an advocate’s point—I1 am told by them that while im fact they have
no difhodiéy in rewuiting: Buropean. officisls on short term contracts, they
do find ditficulty with ‘their lndian staff—that ¢he Indian steff wumt o
longer period ‘of cextainty. Of course, it is obviously :desired by everybody
hene that the propowtion of :indians in the staff should be increased as
rupidly a5 possible, and, a8 .u master of fact, the Munaging (overuor of
the lmperial Bank who came before us' pointed out shat since; -1'think,
19449, only one Europeun had aetually been recruited and appointed to the
Imperial Bank. ®o, they ure proceeding as rapidly as they van in the
direction of increasing the proportion of Indians. It helps this proocess
if they can look forward to a long period. Again, 1 do not want to ovee:
stress the peint, ane fully wecogiises shat a great pwrt of their business
must go on regardless of the work which they do for the (Foverntnent mow
or for the Restrve Bank in the future.. But they do require a'special kind
of staff for the partioilar work that they liave to do for overnment, thilt
is, for looling "afber the curremcy chests, and 80 on, they must have &
special kind of staff' for that work,. and ‘we were convinced, at any rate
the tnajority of the Belect Committee werve convinced, that their demand
for a 20-year period was fiot an unreasonable one. On.the other hand, we
witid we "could not possibly agree to fixing the commission for a period as
lorig as that. and, therefore, we proposed that the terms of the commission
should be subject to review at the end of ten vears and then, at the end
of every subsequent five years, for as long us the agreement goes on. My
Honourable friend, Mr. %Iuda‘liar, “hpy' représ ~that ‘that ddes not
amount to very much. He has referred to the fact that the commiksion
is to be fixed almost automatically by ascertaining from the accountant’s
oexpmingtion what the oost of rumming the Governmenb gocowns:is. -But
we thought that that wag the farthest we could heut them down to —we
looked upan that from the point of view of getting them dawn to the lowest
possible terms that aeuld be offered. 1f the servicss are reguired by
(fovernment. if it is very difficult to contemnplate hauding aver work amd
responsibility of that kind ta anything exoept n very speois} orgnnisstion.
if the wark has got to be done on u commission which simply covers the
out of packet expenses of the Bank, surely no one ean say.that that is
tving the bands of the Reserve Bank te an unfair arrangemens. 1 -think
that wé have protected the position in every way, and I.-would again
emphasise this, that there is no Indian bank at the mament, or at any
rate, very few who have that staff, thas organisation, the kind of personnel
which is. required for carrving out this verw respomsible work, mor is it
likely that they wil want %o equip themselves for taking on this kind
of work. T feel, Sir, that we have to ‘look to a: verv long comnestion
between the Fmperial Bank and the Reserve Bank, and T csnnot see
why any onme should ebject to that. The Imperial Bank is 0
great institution. Tt has achieved a very high ﬁpuhtiqn_ in - India, sad
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whatever may be said as to its unwillingness .to .enter into certain forms.of
business,— perhaps, it may be open to criticism on those counts, I cannot
say,—but any way no ome can question the fact that it has established
8 high tradition of banking methods in:India.end is praviding an extremely
valuable exsmple in India. Looking to the future, one of the great diffi-
culties in the Indian situation is for ‘the Beserve Bank to estsblish its
position as:the dominating factor in: the Indian money market. 1t is being
born. under rather diffioult circumstences. 1t has got to be born under the
shadow of. » very powerful institution like the Imperial Bank which has been
functioning ,as. the Government Bank hitherto, performing one. part -of the
functions of .a Central Bank, namely, the function of the control of credit.
There are examples in other countries, recent examples, where attempts
have been made to set up a Central Bank under the shadow of an existing
institution which has performed the funections.of a national bank, and in
one case at least that I have in mind it has been a failure, I want. the
House to look at the thing from that point of view, because, looking at it
from a practical point of view, one consideration that has always been very
present in my mind is this, that unless you can start the Reserve Bank and
the Imperial Bank working together on the most friendly terms in a spirit
of mutual co-operation, then I personally think that there is very little
ehance of the Reserve Bank establishing iteelf properly in this country.
We must have the goodwill of the Imperial Bank. Hitherto. we have had
it in every sort of way. There has never been a suggestion on their side
that they would make use of their undoubtedly strong position to exact
anything that is unfair. I do want to pay a tribute to them for that.
They are in a strong position. But they have helped us in every way in
connection with our discussions and preparations for this Reserve Bank Bill,
and they have never suggested that they would make use of their position
to exact anything like profiteering terms.

Raja Bahadur G. Krishnamachariar: Will the Honourable , Member
kindly ask them to give us some help?

The Honourable Sir George Schuster: T will come to that. The
examination that the Auditor General has made—and we had already
gone into the whole matter very carefully in-the Finande Department—
has established 'the fact that what they claim represents a very fair
estimate of their actual out of pocket expenses. They have behaved
tairly and I think that we ought to treat them fairly. I do not mean to
say that Honourable Members in proposing to reduce this agreement by
five years wish to treat them unfairly. I only. want to ask the House
to look at this matter in the sort of spirit which I consider to be in the
public interest, and on the whole,—although I must: confess I had at one
time my own doubts about it—on the whole I feel very certain in my
own mind now, that 20 years, provided we have this term that the actual
remuneration is liable to review after 10. years and every subsequent five
years——the penod‘o_f 20 years is the right thing. After all, it does not
make very much difference from our point of view. Even 15 years is a
very long period from our point of view. It does not.msake very much
difference from our point of view whether it is 15 years ar 20 years, but
from - their . point of view, so they tell us, from the point of view of
arrangement of their staff it does make a very considerable difference, and
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I think on every ground this proposal ought to be supported; we ought
to stick to 20 years and not try to cut it down. My Honourable friend,
the Raja Bahadur, has asked what we can do to ensure special facilities
for credit to landowners, and so on. I would ask my Honourable friend
to regard that as a separate problem. The Imperial Bank is perform-
ing certain functions very largely in connection with industrial centres.
It is not a land mortgage bank; it cannot perform those services.

Raja Bahadur G. Krishnamachariar: But what about short term
credits?

The Honourable 8ir George Schuster: It may be that in the branch,
to which my Honourable friend has to go sometimes, he may not receive
all the courtesy that he deserves. I shall take an early opportunity of
enquiring into that particular matter. We have, sitting behind, one of
the high authorities of the Imperial Bank, and although I cannot address
him, I hope he will personally look into that particular matter. But, on
the zlvider issue, I must adhere to my position that 20 years is a fair
period.

Mr. President (The Honourable Sir Shanmukham Chetty): The ques-
tion is:

*That in sub-clause (I) of clanse 45 of the Bill, for the words ‘fifteen years’' the
words ‘ten years’ be substituted.’’

Mr B, Sitaramaraju: On a point of order, Sir. May I ask whether
any shareholder of the Imperial Bank is entitled to vote?

Mr. President (The Honourable Sir Shanmukham Chetty): Perfectly
entitled to vote.

The question is:

“‘That in sub-clause (I) of clause 46 of the Bill, for the words ‘fifteen ycars’ the
words ‘ten years' be substituted.’”’ B

The motion was negatived.

The Assembly then adjourned till Eleven of the Clock on Wednesday,
the 20th December, 1988.
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