5th March 1943

THE LEGISLATIVE ASSEMBLY DEBATSS
Official Report

Volumes 1 to 1], 1943

(10th February to 2nd April, 1943)

SEVENTEENTH SESSION

OF THE

FIFTH LEGISLATIVE ASSEMBLY,

PusLisspp »r THE ﬁmmm or Posucations, Dauar
PRINTED BY THN MaNaGkm, Govllgz‘gnm’ or Tapma Passs. Nsw Dmkr

Price Rs. 2 As. 2 or 3s. 63



LEGISLATIVE ASSEMBLY.

. President :
The Honourable Sir Aspur Ramim, K.C.8.1.
]

. o  Deputy Presideny:
Mr. AgHIiL CHANDRA DatTa, M.L.A. .
Pancl of Chairmen:
Syed GruLaM BHIX Nairang, M.L.A.
Mr. Jannapas M. MenTa, M.L.A.
Sir HeNrY RicHARDSON, M.L.A. .
Sir Cowassee JEAANGIR, BART, K.C.I.E., O.B.E., M.L.A.

Secrejary:
Mr. M. N. Kauvr, Barrister-at-Law.
Assistants of the Secreiary:
Khan Bahadur S. G. HasNaIN.
Mr. M. V. H. CoLLiNs, M.B.E.
Marshal:
Captain Haji Sardar Nvr ABMAD Kmax, M.C., .O.M,, LA.

Commiltee on Petitions:
Mr. AxBiL CuaNxprRa DarTa, M.L.A., Chairman.
Syed GrvramM Burk Nairang, M.L.A.
Mr. Govisp V. DEsumvkn, M.L.A.
Sir AspoL HaLiv GHuzNAvi, M.L.A.
Mr. N. M. JosHi, M.L.A.



L

CONTENTS. ’

Vorums L.—10th February to 10th March, 1943.

PaoEs, ol . ¢ 'B.ail PaoEs.
ARY, 1043— Remov. rrumsnurveeo
WBDNBSDAY, 10TH FEBRUAR . Dt.hc Di el 5
Members Sworn . ? ot moved 167—88
uestions and Answers 1—21 N ries of Lil‘e—l\ot .
e T K D= o bt r
me! on the e
Deathe of Sir Muhammad Yakub and Nr. e ar M«”m'mm“’.’.‘g e
“gm&‘;.g:‘f m‘ ment re— 30132 Assembly—Rauled out of order. ' 168
Fallure (o devise dultable system of “W&Eﬁ;ﬁ'&“‘cﬁ‘ tnsdoquate
TFod—. P
Rale of GD“mm”“tl |°r| ;Gm"msnmm “tm Mon ofv:d Member to the (}om-:um:eu' 161—202
FPood and Standard Cioth position and mgpiation s Combives o Eauuiy n
lack of Alebrin and Sul - — Discussion not concladed. 169—91
Not moved . 34 * :
Shortage of amall OoinsﬂNeptivad 35, 52—68 llomn'r 15th FEERUARY, 1943—
Nomination of the Panel ol‘chairmn 35 Member 8worn . . 203
Committee on petitions . 35, Questions and Answers . . 203—12
Pablicity of the prooeedlnp of t.he Moet- Motion for Adjournment re—
insu of the Select Committee 35 ugar Problem—Not 212
H, E. The Governor General's Assent to Provision of Rupee Finance for the
Bills 35—36 Government of the United Nations—
Amendment to the Insurance Rales 38 Ruled out of order . 8y
Amendments to certain Motor Vehicle Fast by Mahatma Gsnclhi in Jaﬂ—
The Tatian Eailways (Amendment) B  © Talked out - e
n 'ﬂ. '8 me] Lo} —
Presentation gl‘ the Report of the Meseages from H. E. the Governor Genaral 21.
Helect Commitiee | 45 Presentation of t.he Railway Buadget l‘or
Papera connected with the Oeylon Gov- 1943-44 214—23
ornment's request for Additional Indisn Motion re The situation as wpnh
labour for Ceylon 4b—46 and other newsmm-—-l)mcuss]on nm
Blection of & ember to l.he Committee concluded 29347
mt;n Pubﬂog Aeeﬁl; 1o . 46 | TUEBSDAY, anginn::hnr, 1943—
ction 8 Membe Btanding Starred ons Answers . —86
Gom-nltm for the Posts sml Alr De- Motion for Adjournme 207
ment . 46—a7 Maltreatment to Slkh llllital'y Prisoners
'l.‘he Crlrnlnal Procedure Amendment Bill in Indore Jail—Not moved . 288
—Introdu 47 | Inability of a Member of the Legislative
The Mtor Vehicles I.llnendmt) Bill— Assembly to atéend its Session due to
otroduced © detention in Jall—Ruled ouwk of onder 286
The Goverament Savlm B;nh(.!mend- Maltreatment to Mr. C. B, Johri in
meat) Bill—Introduced w Jail—Rauled out of order 288—87
‘R.a'pon. of the Pohlic Acconnts Cone Failure to terminate Martinl Law and
mittes 47—49 restore normal cooditions in S8ind— .
Demand for Excess Grants for 1940-41 951 Ruled out of ?h?il ) 287
ﬁm 117H FEBERUARY, zm—-‘ o W. A ““M.I !ﬂ-“ re
%wred %uaum and l&niwm . Gandhi's fast—Negatived 28788,
nstarred Questions a nswers . 93100 =
Death of Professor C. B, Johri Bloction of Members to the suna:ng
Ir.stinnll‘ar &éljgnml::eatn;—f ] 100 Committes ‘Egr the Department of In-
and distributio ‘oodstuffe— formation . . 28880
Rt moved . " ; 1 Tog fodian Penal Code  (Amendment)
Th:h;i::p‘; Control Drdebr;j—Adnm . mlo_mk Thgmc ﬂmt‘m"dmr Jare “ , . 289
u Marriage Disabilities Removal —Circulated 289—00
Bill—Motfon to continae adopted 101 | The Motor Vehicles (Amendment) Bl—
The Code of Criminal Procedure (Amend- Passed 201
m’mmu‘i {(Amendment) of Sections 163, 4 The %ﬁr&m“ Savings Banks (Amend
a y—Refe Select Com- - —Passed . 292—95
The Deibi Munlj we:- Bill—Prosents. 00 1 Hmhﬂf‘;"gl Frmaay, 1
m e - -
tation of the Report of the Jolnt-com-“ %*;md%l Hﬁmmﬂm . 303—21
The Abolition of Whipping nm—-cu m Statements Jaid on the T T-ble %
lated 111, 113—21 Dizxminl with H.'% estion Hour on ﬂn
nlaut.m of a Member to the Sta ntation Day 324
commihwe for the Posts md Mr Do- Motion re the Situation as m '
partment . 112 and other not
Statement of Business 112 conchided 82464
‘fhe Indian Penal Codé (Amendment) Biil THUREDAY, 18TH m:un‘r 1843—" .
Amendment of section 209, ete.)—In- - Members Sworn . . 365
roduced 121 Btarred Questions and Answers | 265—720
Th:m l‘;‘.tO«)ieBclg {Gﬁriminﬁ Procedure (Amend- gmoﬁ mdf QAmdj jone nnthnswm 870—73
menedment of sacti 3 on for ournm: Necessi
"T h:nlli ‘iclﬁg)—iem;i omie ° ona 378 128 releasing the e "vevon;i v o.r
ndian Merchant Bhippir - . rs—Not moved
The Bargah Khas 3?'13::“ (Amend 122 | T n.emﬂpu?ﬁ:sne&? entation of the o
i % -
ment) Bl —T eb (Amend 120 n?h “?am’_m N mittee . -, 37
mmitter nquiry into t.heam
?"0::1&1- H F:Bntrm'r. 1043—— 135 Hiu:‘“ and Police Excesses— -
. 8 . 87877
: 31"35:13333-?2 mm : 135—64 Im rnt.i&ts the Federation of India— s
Wnﬁ,f};' Ajournmentre " LR p@ﬁm%?  of Export of Téxtile Goods 1
a‘n({gfﬂ‘#a?a%?““"m 108 Grievances of Officialx and Secretariat
I.Plrl;ht.mn by, Ordinances—Ruled onf . %“m'““ employed in R““""ﬁ" 2012
of oi-e
High domanded by the Tonga- 100 | P area o FamRiRy 1005
estions and A 1
wallas o?briht-—nulad out of order . 166—67 General discussion oftbcnsl::lr:uv Budget :20—3_3




s . - .
. u I
PAGES. PaGes.
MoNDAY, 228D FEBRUARY, 1043— The Indian Army and Air Force (
Members Sworn . 456 Prisions and Detention Barracks) Bill— )
. Btarred Questibns and Answers 155—66 T . . . . . 809
Motion for Adjaamgent. re Failure to Demands for Supplementary Grants—
M dition- Railways . . . . . . 600—156
ally—Rauled out of order . 466 The Indian Railways (Amendment) Bill—
Correspondence between the Governfnent Passed 615—20
of India and the Ceylon Governmelit . 466—74 The Aligarh "Muslim Unhemlty (Amend
Election of the Sqmﬂu Finance @om- ) ment) Bill—Passed 620—22
mittee 474—76 The Code of Civil Procedure (Amend- :
The Code of Civil Procedure (Amendmt) mnent) Bill—Passed 622—28
Bill —Introduced 476 | BATURDAY, 27TH FEBRUARY, 1948—
The Aligarh Muslim Unlwnity (Amend— Momber Sworn 626
ment) Bill-Iatroduced 476 Presentation of the General Budm-t for
Motion re the Situation as remds 1943-44 . -625—49
and other necessarics—Talked out 476—503 The Inditn Finance Bill— Introduced 649
TURSDAY, 238D FEBRUARY, 1943— The Tobacco (Excise Duty) Bill—Intro:
gemper 3"“'1 n a A 505 T Vegotabie Product (Exche Duby) Bnl %0
red Questions and Answers — .
Notton for Afi B e Pubticationof 0 1 By 00
otlon for onmmen re on of MONDAY, 15T H’.mun 1948*
a Beview of Congrass respnsibility for Death of Dr. F. X. DeSouza . 661—52
disturbances—Ruled out of order 512—18 | TUESDAY, 2HD MARCH, 1043—
Election of Members to the Standing Com- Starred Questions and Answers . 853—64
mittze fir the D:pirtment of [nforma- Tmn.eferred Starred Quesﬁons and
" htio]li :ﬁ'ld BmdB d;:sttin fDe 'nd&—- 513 884—73
8 way Bu — of Dema Tunsrerred Unstnrred ueetiom aad
Damand No. 1—Rallway Board— 518—51 Answera . Q 878—77
Policy of Wagon allotment and Din— Motion for Adjournment re—
tribation . 514—20 Alleged insult by Soldiers to m:r
Reduction in Rates and Fares . 520—28 . 8. Aney at Nagpur Rallway
Curtailment of Passenger Trains 528—32 Station—Not moved 877—78
Post-War Reconstruction _ 53248 Latest restﬁcl;lons on supply of News-
Grievances of Rallwaymen re comii- print—Ruled out orxtr 878—79
tions of Bervice . 548—51 Election of n;?bem to the Standing o1
WEDNESDAY, 24TH FEBRUARY, Imﬂ nance Committec
tar Starred Qaestions and Answers 553—50 Ti;: Hmdltl Code, Parl; I (Int.esta.w Sucoes- 619
The Railway Budget—List of Demands— on) —Introduce:
ontd, Lis The Hindu Gode pari IT (Marriags)—
Demand No. I--Railway Board— 560—800 [atrodue 679
Grievances of Rallwaymen re condi- Election of the Stnnding Committee on
tions of Service 550—85 Emigration . 670—80
Inad~quate and illusory mns for Resolution re Revision of the Convention
Appeals from Rallway Employees 565—73 in respect of Contribution frotn Railway
Recoguition of Railway Muslim Em- to General Revenue—Adopted 680—716
ployzes Unions and Assoclations 573—88 The Indian Panal Code (Amendmant)
Extensions ‘given to employees in Bill—Passed . 716—17
BRallway Services . 588 —04 The Coffce Market Exp.lnalon {A.mend— -
‘Need for fixing quota for Muslims and : ment) Bill—Passed 717—18
Other Minorities in the Selection The Indian Army and Air Foree (lﬂllt.ary
grades in Railway Services 594—08 Prisons and Detention Barracks) Bill—
Im tive need of Allotment of Discussion on the motion to consjder
agons for trans of Rice to not concluded . 718—21
deﬂc Areas of Pmai- WEDNESDAY, 3RD MARCH, 1943 —
g{ . . 598—800 Member Sworn . . . 723
Demnud 0. 2—Andit . 600 Starred Questions and Answers . T23—26
D:mnd No. 3—Miscellaneous Expen- 00 'I.'he Delhi Muslim Wakfs Bill—Passed a8 72 L
Demand No. 5—Payments to Indian | Tne R&clproc]t Bill—Passed 88 amended  741—62
States and Companies 600 The Code of cnmjml Procedure (Amend-
Demand No. 6- A—Wnrking Expenses— ment) Bill (Amendment of Sections 268,
Miintenance of Stractural Works 600 272, etc.)—Discussion on the motion to
Demand No. 8:B—Working Ex; se8— refer to Select Committee not oon-
Maintenance and Supply of mo- cluded . . 752—64
Domand No. 6-C—W rking B 000 e mber 8y oF 1085~ 765
TOA D! ) O xpa ber Sworn 1)
Milatenance of Carriage and Wagon Starred Questions and Answers . 766—70
Stock 600 Unst.amd.@u.estion and A.nnwer‘ . . 770
Demand No. 6-D —Working Expenses— General of the Budget  770—809
Maintenance and Working of Ferry MONDAY, BTH MARCH, 1943—
Steamers and Harbours . 600 Members Sworn B B11
¢ Demand No. 6-E —Working Expenm— . Starred Questions and Answers . Bl11—17
Bxpeum of Traffic Department . 600—01. Motion for Adjournment re Fallure to
Demand No. 6-F—Working Expenses— msgcutat.he uropean passenger resist-
Expeuaes of General D pntment. . 601 ? tion of trhe reserved seat by
mand No. 63 —Working Expenses— Dswan hadur A. Lakshmanaswami
Miscellaneous Expenses 601 Mudaliyar—Ruled out of order . 817
Demand No. 6-H—Working Expenses— Amendment of the Coorg Motor Vehieles .
Exp2nses of Electrical Department . a1 Rules . 817—18
+  Demand Mo. 7—Working Expbnses— ® The General Budser.—mstof Demands— -
Appropriation to Depreciation Pund. 601 Demand No. 12—Executive Council 819. 842—58
Demand No. 8—Interest Charges 601 Grievances of the Personnel and Studen
Darmnd No. 10—Appropriation of the 1. M. D, T s2—as
‘Demand No. 11-—New Constructi g?ﬁ Government nt.'t.llimiek ?om}d;rt‘lylsi MCe in
—New Construction nd the wor nso nnor
Demand No. 12—Open Line Works 601 il 1
" THURSDAY, 25TH FEBRUGARY, 1943— .| Dearness Allowance . —58
Starred Questions and Answers . 603—05 | Demand No. 16—Home Department— 81932
of Exemption under thg Repressive Policy of the Government - 819—32
‘Registration of Foreigners Act . 606—08 Demand No. 21—Finance Department— 832—43
s Utilisation of the Sterling nces - 832—42
Summaries of the Proceedings of t.he TUBSDAY, OTH MARCH, 1043—
Fourth Labour Conference and of Member Swo 859
Meetings of the S‘andlng Labour Com- N Starred Quesflons and 'Answers . 850—66
mittee 409 Nominations to the House Committee . ¢ 887
‘The Coffee Ms,rket. E:pnnsion (Amend- Election of Members to the Bt.nndlns Gon'.gf
ment) Bill—Introduced 609 mittee on Emigration . 867




- m .
Pagms. PAGHS.
The General Budget—List of Demands-— 867—81 Demand No, 25—-—War Trntsport De-
. - partment 963
Dermnd No. 12—Executive Conneil-—
x'e.m '%em by mmh ;lnay f;:-& Demand No. 26—FM mmmﬁl“ . 983
r Op y ace ir —
iaws bels Yo Corirnnens R S
ar - No
tion of the Country and of the Decomﬁofe ,Indh Oﬁmg
future needs for the Prmperlt! of . Charges :l . i o
the Country . 38781 Demand No. 29—Payments w other
Demand No. 14— uve Ammbly Governments, Departments, etc.,on
and Lecie]ntive ly Depart- account of the of
881—89 Agemy Subjects and l!nmement of
’Weeesuit.y of huld.ing more Sessions of 963
. he Legislatures in view of the War Demand No. 30—Audit 963
mdi‘hi{:m W;le“oln of the cm D’:“.:ﬁge No. 31—Administration of 063
try in great developments that .
* are taking place in tolgz World at Demand No. 32—Jails and convlct.
881—89 Bettlements . . 963
Demnﬁe No. 22—Commerce Dapmt. Demand No. 33—Police . 963
880—91 Demand No. 34—Ports and Pllotage 964
E-x rbs ‘from India and’ deg ula- Demand o 35—Lighthouses and
tionship with other Countr 890—91 Lightshi . 964
Demand No. 23—Depa.rl.ment of Demand No. 36—Burvey of India - 064
Labour— 892—03 d No. 37—Botanical Survey 964
Position or labour” inctndjng Indian . Demand No. 38—Zoologigal Survey 964
Seame! . 892—03 Demand No. 39—Geological Survey 964
Demand ‘Io 56—Bmdcasung— 808—910 Demand No. 40—Mines . . 264
Grievames of Muslims with No. 41—Arohxology 964
Ser\rie:; - and Demand No. 42—Meteorology 964
grammes roadcn.mn De i -
Partment . 8 894—010 Demand No. 43—Other Scientific De- oot
WEDNESDAY, 10TH mm, 1943—-— - Demand Eu. *ﬁd&ﬁ%ﬂ . %
Starred stione and Answers . | Demand No. 46— rvices
Unstarred Questions and. & powers s Denand No. 46—Public Health . 985
Motion for Adjonrament 917 Demand No. 47—Agricalture . 965
The General Budget—List of Demands—  917—09 Demand No. 48—Imperial Counell of
Demand No. 12—Executive Council— Agricu 965
contd, 917—80 Del?;nd No. 49»—-.Ag'riw.ltural Market- 965
Administration of Martial Lew in Demaad No. 50—Tmperial Tnstitute of oo
Gricvances of Muslims in ugar lechnology . ’
Oft’hctljl mg.;nl share in mmg De d No. 51—Civil Yeten,pnry Ser» 065
e Supply Department and in ’
the Contracts Demand No. 52—Industries 966
m: t . Riven by the Depart- 930—38 Demand No. W—Sdentlﬂc and Indm-
Means whereby the present prosper- trial Research 965
ous Agricultural conditions might Demand No. 54—Aviation . 966
N ll::biﬁwd for the permanent re- Deélillﬂ Noti W—Captt.:lo ﬂnlsaoﬂ 966
tation of Agri vil Aviation Clm‘ﬂﬂ vemn
Demand No. 1 Customy e 0 Todis 93660 Demand No. 56—Broadcasting 966
Demand No. 2—Central Excise Duties 260 Demand No. 57—Capital Out-bs' ‘on -
Demand No. 3—Taxes on Incorne in- Broadcasting Charged to Revenue . 966
cluding Corparation Tax . 960 Demand No. 58—Emigration—Internal 966
Demand No. 4—Salu . . . 960 Demand No. §9—Emigration—External 066
Demand No. 5—Qpium 961 Demand No. 60—Commercial Imall.l
Demand No. 6—Provincial Excim 261 gence and Statistics . 266
Demand No. 7—Stamps 961 Demand No, 61—Census 966
Demand No. 8—Forest, . 261 Demand No., 62—Joint Stock Com- .
Demand No. 9—Irrigation (mclud.in.g panies 966
Working Expenses), Nmnuon, Demand No. 6i—Imperial Dairy De-
bankment and Drainage W . 961 partment 966
Demund 1;1;30 10—Indian pmu Demantg No. 84—Miscellareous Depart- 067
) p. Departanent includjng men . - . .
Wor inﬁ Expenses). ( 961 Demand No. 65—Curren; ney . . 987
Demand No. 11—Interest on Debt and Demand No. 66—Mint . . ‘, 2987
Other Obiligations and Reduction or Demand No. 67—Civil W, 987 -
Avoldance of Debt . * 961 Demand No. 88—Central Fund . 9674
Demand No. 12—Executive Council . 96) Demand No., _69—Superannunation
Demand No. ld—~00uncil of State 981 Allowances and Pensions 967
Demnc ive Assembly . D 1 No. 70—Stationery and Print-
and we mbly Depart- . . . . . 967
l; 962 Demand Neo. 71—Miscellaneous 267
Demand No. 16—Civil Defence Depart Demand No. 72— Adjust-
962 ments between the Central and Pro-
Demand No. 17—De ent of In- . vinelal Governments 967
PR and 962 Demand No. 73—Civil Defence 967
Demand No, la—laeghlauve Depm Demand No, 74—Delhi . . 988
ment g6z P Demand No. 75—Ajmer-Merwara . 968
Demand No. m--nemrnt of Edu- Demand No. 76—Panth Piploda . . 968
cation, Health and * 962 Demand &lo 77—Indian Posté and
Demand No, anartment of mdim Te . 968
Overseas 962 Dg}l:land Ho. g&;md{snn Posta tsm-l v
- egraphs— 8 Suspense
Demand No. 21 mmnce Dgpmmm 962 charged to Revenue) 968
Dernnﬁ No. 22—-Gommemg Depart- Demand No. 79—Delhi Capital Outlay. 968
962 Demand No. 80—Cornmnt.ed Value orr
Demana X6, 5-De ment of Labour ez Detmand No. 81 Intorest-froe Ad: %
nd No. 81— -free Advances
De.:mnzngirNo 24—Department of Posts - - Demand No. 82—Loans and Advaneee
L T bearing interests . 968




LEGISLATIVE ASSEMBLY
Friday, 5th March, 1943.

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

‘ MEMBER SWORN: )
Mr. Nivarty Bundaresan, M.L.A. (Government of India: Nominated
Otficial).

STARRED QUESTIONS AND ANSWERS.
(a) ORAL ANSWERS.
CONTRAOTOR8S FOR AERATED WATER AND ICE ON NORTH WESTERN RAILwWAY.

242. *Mr. Muhammad Nauman: (a) Will the Honourable Member for
Railways please give the names of contractors for mrated water and ice on the
North Western Railway? :

(b) Ts it a fact that the present contractor is considered unfit and a great
deal of complaints are being sent by the public ugaimst him?

(lc) What change do Government propose so as to give satisfaction to the
putlic? ’

The Honourable Sir Edward Benthall: (a) Messrs. A. & M. Wazir Ali;
Messrs. Bliss & Co.; Messrs. Bihari Lall, and Messrs, Teplitz.

(b) The Honourable Member has not said to which of the four contractors
he refers. Government, however, have no information that any of thesc four
are considered unfit, or of any large number of compluaints against any cne of
them

{¢) Government do not propose to tuke any action as the matter is within
the competence of the North Western Railway Administration.

Mr. Muhammad Nauman: With reference to part (b), I refer to Bihari Lall.
T have been told by certain people that lot of complaints have been sent.to the
General Manager and other authorities regarding him?

+ JThe Honourable Sir Edward Benthall: I am not aware of thut.

Mr. Muhammad Nauman: Is Government prepared to make inquiries on that
point?

The Honourable Sir Edward Benthall: I have made inquiries. We have not
heard of uny special complaints.

Mr. Lalchand Navalrai: Are the General Manager und the Headquarters
staff watching the working of these contractors? '
The Honourable Sir Edward Benthall: I presume so. That is his duty.

Dr. 8ir Zia Uddin Ahmad: As o definite charge has been made, will the
Honourable Member send u copy of this question und answer to the General
Manager ? .

The Honourable Sir Edward Benthall: I will certainly do so.

UNSATISFACTORY CATERING ARRANGEMENT ON THE OUDH AND Tmuur RArLway.
243. *Mr. Muhammad Nauman: Is the Honourable Member for Railways
aware that on tl}e Oudh and Tirhut Railway, there is no proper arrangement at
al} for the catering of European or Indian style food ? e
The Honourable Sir Edward Benthall: No. .
Mr. Muhammad Nauman: May I ask what is the catering arran 'nt
the O and T. Railway? ¢ gement o
The Honoursble Sir Edward Benthall: The list of refreshment rooms is set
out in the Railway Time Table,
Mr. Muhammad Nauman: T want to know t} le w i
this matetinny 1e people who are in charge of
The Honourable 8ir Edward Benthall: I should require notice of thgt
( '88 ) LI A
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Dr. Sir Zia Uddin Ahmad: The Honourable Member's reply was ‘No'.
Does that mean that he is not aware or that the arrangements are proper?

The Honourable Sir Edward Benthall: 1 am not aware that the arrungemants
are unsatisfactory. ) .

PERCENTAGE OF DIRKECT RECRUITMENT TO CERTAIN GRADER ON RAILwAYS.

244. *Mr. H. M, Abdullah: Will the Honourable Member for Railways
please state: /

(a) if it is a fact that the Home Department admitted in their letter
No. 8131/40-Ests.(s), dated the 10th July, 1941, that the per-
centage for direct recruitment of the following staff had d:creased
after the issue of the Home Department Resolution, dated the 4th
July, 1934: .

(i) Office clerk grade 1T reduced from 30 per cent. to 20 per cent.;

(i) Guards grade J11 reduced from 66} per cent. to 20 per cent.; and

{iii) Ticket Collectors to 20 per cent.; and

(b) if he proposes to reconsider this question and have the sta'us quo
re-established as regards direct recruitment to higher grades which
were in existence before the issue of the Government of India’s
Resolution, dated the 4th July, 1934?

The Honourable Sir Edward Benthall: (a) Yes, but as was explained in the
letter quoted by the Honourable Member, these reservations had not in fuct
been worked to for some time prior to 1934. '

(b) No, as I am satisfied that no injury has been done to Muslim
interests. .
PavciTy oF MusLiM OrFICERS IN KaracHI DivisioN oF NorTH WESTERN RaILway.

1245, *Seth Yusuf Abdoola Haroon: Will the Honourable the Railway Mem-
ber please state:

(a) the number of officers employed in the Karachi Division of the
No(;’th Western Railway, and the proportion of Muslims thereof;
an

(b) the steps that Government propose to take to increase the number of
Muslims in that Division?

" 'l'lhe Honourable Sir Edward Benthall: (a) Thirty-two, of whom two are
uslims.

(h) Government propose to take no steps, since postings of officers to parti-
cular divisions are not- made on communal considerations.

MusLim ReprESENTATION IN ESTABLISHMENT SECTION, KARACHI DivisioN, NorTH
WESTERN RATLWAY. ’ '

1246. *Seth Yusuf Abdoola Haroon: (n) Will the Honourable the Railway
Member please state if there are any instructions which were issued by the
General Manager, North Western Railway, Lahore, to the Karachi Division
authorities in connection with the Muslim representation in the Establishment
Section? TIf so, what action has been taken by the Karachi Division thereon?

(b) Ts it a fact that Muslim clerks in the Establishment Section Karachi
Division of the North Western Railway, are put on the work of isxm;inf_v passes
t;nd (;)repamtion of bil:’s instead of dealing with staft matters? Tf 80, what steps
do Government conteimplate taking to put more -Musli i i
Seetion to deal with staff mattersg P ’ fim in the Establishmeat

The Honourable Sir Edward Bgnthall: (a) The answer to the first part is in
t!rml uﬁ‘i:.mutlvo. As regards the second part, the instructions issued were car-
ried out. ¢

' (b) The answer to the first part is in the negative: the sceond part does not
arige.

PromoTioN OF JUNIOR G0oODS CLERKS IN KaARACHI DIVISIONATL SUPERINTENDENT 'S
OFFICR.

+247. *Seth Yusuf Abdoola Haroon: (a) Will the Honourable the Railway
Mem.er be nlensed to state whather there are anv orders for promoting the

tAnswer to this question laid on the table, the questioner being absent.
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grade 1 Goods Clerks to the next higher grade irrespective of seniority? If uoue,
what are the reasons which led to the promotion of junior Goods Clerks to work
as Rate Clerks in higher grades in the Commercial Section of the Divisional
Buperintendent’s Office, Karachi Division?

(b) Do Government propose to confirm such persous in their present grades
«or to make proper selection before their confirmation to give a chunce to semior
and efficient persons?

The Honourable Sir Edward Benthall: I have called for information and u
reply will be laid on the table of the House in due course.

RELATIVE SENIORITY OF PROMOTED GRADE 11 GUARDS oN NokTh WESTERN RAILway.

248. *Mr. Lalchand Navalrai: Will the Honourable Member for Railways be
pleased to state: ’ .

(a) whether it is a fact that 50 per cent. of grade 11 Guards appoint-
ments on the North Western Railway are filled by direct recruit-
ment and 50 per cent. by transfer from other branches of service,
such as Train Clerks, Ticket Collectors, ete.;

(b) if it is a fact that the employees taken from other branches and
drawing more pay are placed junior to directly recruited persons
drawing much less pay than their colleagues taken from other
.branches: if so, why

(c) if it is a fact that the general rules for reckoning relative seniority of
employees provide that the persons transferred from one branch to
another should count towards seniority the numher of incremental
steps by which their pay exceeds the minimum scale of the posts;
if so, why Guards are given digscriminatory treatment; and

(d) if it is proposed to have uniform practice in the application of
seniority rules; if not, why not?

The Honourable Sir Edward Benthall: (a) Yes.

(b) Such instances do occur, for the reason that as 50 per cent, of posts are
reserved for outside recruitment, appointments are made alternately from per-
-gons in the service and from outside recruits and it is only equitable that the

_order in which the men are appointed as Guards should normally deterpine thair
: seniorily.

(c) The rule quoted by the Honourabhle Member does riot apply to these pro-
: motions to Guards posts vide note 4 to Rule 25 General Manager's Circular
:No. 1 of 1927; the second part does not, therefore, arise.

(d) No, as circumstances differ and a simple ryle cannot be framed to cover
- all of themn. ' ,

] Mr, Muhammad Nauman: With reference to part (a), as 50 per cent. is

recruited directly and 50 per cent. indirectly, how is the quota of Muslims and

. other niinorities maintained?

. The Honourable Sir Edward Benthall: That docs not arise out of this
\question. '
Mr. Muhammad Nauman: Tt does arise out of part (a).

The Honourable Sir Edward Benthall: This is a question about the recruit-
ment of Guards, not about communal composition.

Mr. Lalchand Navalrai: May I know ‘rom the Honourable Member whether
¢ §t is just and proper that the seniority of those people taken from outside should
! be considered over and above that of people drawn from other branches who are
{ drawing more pay. What is the justification? , o

The Honourable Sir Edward Benthall: The position is that two lists are pre-
pared. One of these is of ticket collectors and others who pass through the
Walton Training School and the other is the list of people recrnited directly
from outside and appointments are made alternatively from the top of the
respective lists. - . -

‘, Mr, Lalchand Navalral: Are the qualifications of both sets of people. the
. ‘same or not? S '

. ) B
| . . A2

o




768 LEGISLATIVE ASSEMBLY [t Marce 1948

The Honourable Sir Edward Benthall: The qualifications are different but
they are both valuable from the point of view of the Railways.

Mr. Laichand Navalrai; How do the qualifications differ? May I ask the
Honourable Member to go into this question and see that justice is done to both
sets of people, because they are doing the same work? :

i The Honourable Sir Edward Benthall: I think substantial justice is being
one. .
APrPLICATION OF THE ESSENTIAL SERVICES (MAINTENANCE) ORDINANCE TO
UNCONFIRMED RAILWAY EMPLOYRES.

249. *Mr. Lalchand Navalrai: (a) Will the Honourable Member for Railways
be pleased to state whether it is a fact that the Railway Board have issued
orders on the 10th May, 1942, stopping all confirmation of staff to which direct
recruitment is made? If so, are unconfirmed employees free to resign their
service? 1f not, why not?

(b) .Does the Essential Services (Maintenance) Ordinance of 1941, apply
to sich unconfirmed employees as well ? : )

(c) Have the Railway Board issued any instructions to the effect that
employees who remain unconfirmed in compliance with their orders referred to
in (a) may be considered to have reasonable excuse for resigning and therefore
must not be proceeded with under the provisions of the Ordinance? If not, why
not?

Tne Honourable Sir Edward Benthall: (a) As regards the first part, the
orders referred to were issued on the 25rd May, 1942, As regards the second
part, such persons can resign from the service with the consent of the Ruilway;
as regards the third part, the restriction that this imposes is necessary in the
interests of the war effort. ! '

(b) Yes.

(¢) No, as such instructions are not considered necessary.

Mr. Lalchand Navalrai: Is there any freedom or is the consent being given
generally to resign or are there any restrictions being put on them? '

The Honourable Sir Edward Benthall: That depends upon the interests of
the scrvice. , .

Mr, Lalchand Navalrai: Have there been any cases where consent has been
refused ?

The Honourable Sir Edward Benthall: Yes, Sir; I understand so.

Mr. Lalchand Navalrai: Does the Honourable Mcember know that many
cases of that nature have happened or it is only in exceptional cases that con-
sent is not. given? :

The Honourable Sir Edward Benthall: No, Sir. I have not been able to
review all the cases on all the Railways. -

: "CHEAP SHops FORr RarLway EMPLOYEES. .

250. *Mr. Lalchand Navalrai: (a) Will the Honourpble Member for Railways
be pleased to state what commodities will be supplied to the railway employees
by the cheap shops that the Railway Board propose to open? )

(b) What arrangements have been made to distribute the necessaries to all
employees even those in gang huts between stations, and what agency will be
employed for distribution? .

(¢) What steps have been taken by the Railway Board to ensure that these
shops have sufficient stock to meet the employees’ requirements?

(d) What quantity of each commodity will be supplied, and will ration cards
be issued for that supply? '

(e) Will the prices of such articles be fixed monthly, quarterly or annually,
_and will those rates be uniform all over India or vary according to localities?

(f) By what percentage will the railway rates be cheaper than bazar rates?

(2) Will the representatives of Unions he associated with the supply of neces-
garies of life by the Railway Authorities? If not, why not? .

" (h) When are the supply arrangements expected to be in full swing? De
Governfnent propose to expedite these arrangements?
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The Honourable Sir Edward Benthall: (a) At present the shops supply some
or all of the principal food gramns; some also sell salt, sugar, spices and other
commodities. It is the policy to expand the range of commodities dealt with in
these ‘shops where there is & local demand for such expansion. Arrangements
for the sule of cloth are under examination.

(b) Some Railways are running mobile units; others are not at present
supplying grain except at principal centres. More staff are being brought within
the range of these shops, the number at present being in the neighbourhood of
500,000. The distribution 15~ genernlly undertaken depnrtmentai}_y. Where
mobile vans arc in operation arrangements are heing made for supplies to gang
huts.

(¢) The Railwuy Board have done all in their power to ensure priority for
such supplies, but as will be recognised, the general food situation in the
country has only lately shown signs of improvement.

(d) The quantity of exch commodity supplied will depend mainly upon avail-
ability of supplies, the habits and requirements of the employees in the various
localities and the rationing policy of the Provineia! Governments. It is .un-
likely that there will be a demand for uniformity in all places. Ration cards are
employed by most Railways.

(¢) Tt is not intended to fix prices for any specified period. The rates at
which the commodities will be sold will not be yniform throughout Tndia.

(f) T am unable to say, because bazar prices vary widely.

(g) 1 underatand that on Railways where local committees have beep
established in connection with gran shops, workers are represcnted on these
committees.  Whether Unions as such should be associnted with the conduct of
these shops, is & matter for the General Manager to decide.

" (h) The Food Purchasing Organization set up by Government is already
functioning and the policy of the Railway Board is as described in my answer
to (1). The answer to the second part of the question is in the affirmative,

Mr. Muhammad Nauman: With reference to the answer to purt (e) of the
question, will the prices be on the same basis as the controlled rates of the
Government or will the Railwayvs fix their own prices comparable to the black
market and not the controlled rates?

The Honourable Sir Edward Benthall: They will fix their own prices.

Mr. Muhammad Nauman: They will compure tht black market snd
controlled rates and will not take cognizance of the controlled rates?:

The Honourable Sir Edward Benthall: They will take cognizance of the
controlled rates.

Mr. Lalchand Navalrai: Muy I ask how the foodstuff is carried to seattered
stations and scattered huts in different parts of the Railwayvs? o

The Honourable Sir Edward Benthall: That, Sir, will be a matter for organi-
sation- by the different Railway Administrations, but it will be done through
mobile vans,

Mr. Lalchand Navalrai: Did the Divisional Superintendents or the General
Managers consult the local Railway Advisory Committees on these points?

The Homourable Sir Xdward Benthall: I am unable to answer that question
but I will find out.

Mr. Lalchand Navalrai: Will the Honourable Member, therefore, issue
instructions to these officers to consult these Advisory Committees because it
will be an easier and better arrangement? Will the Honournble Member write
to these officers that these Advisory Committees should be consulted ?

The Honourable Sir Edward Benthall: T will forward the suggestion to the
Railway Administrations.

ny « K1 '
FrLLiNG UP oF VACANCY OF PROGRESS AND PLANNING 'SUPERINTENDENT,
MEecHANICAL DEPARTMENT, EAST INDIAN RAILWAY, ALAMBAGH,

t251. *Mr. Amarendra Nath OChattopadhyaya: (a) Will the Honourable the
Railway Member please state if it is a fact that no basic principle is adopted

tAnswer to this question lasid on the table, the guestioner being absent.
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regarding promotions to the selection grades, in the Mechanical Department,
East Indian Railway? ’ _

(b) 1s it a fact that a vacancy in the grade of Progress and Planning Super-
intendent occurred in the Mechanical Department, East Indian Railway, Char-
bagh, in 1941?

(¢) Is it a fact that u senior Assistant Foreman of the Production Section
of the Kust lndian Railway Workshop, Jamalpore, was promoted to the post
referred to in (b) above, where he officiated for over a year and was subsequently
transferred te the East Indian Railway Workshop, Alambagh, in the same
capacity and after a few months he was reverted to his substantive post?

(d) Have Government acted in accordance with the procedure laid down by
the General Manager, East Indian Railway, for filling the gelection post of
Progress and Planning Superintendent in the Mechanical Doépartment, East
Indian Railway, Alambagh? ‘ ,

(e) Is it a fact that a junior Chargeman in the grade of Rs. 110/150—20—250:
has been allowed to officiate in the post of Progress and Planning Superintendent
for over 6 months in the Mechanical Department, East Indian TRailway,
Alambugh, superseding the claims of the seniors of his grade and higher grade?
If 8o, are they prepared to take immediate steps in the matter? 1f not, why
not?

() Is it a fact that arrangements have been made to promote an Anglo-Indian
to officiate in the post of Progress and Planning Superintendent, in the Mecha-
mical Department, East Indian Railway, Alambagh, whose name does not appear
in the combined Seniority List of the Production group as compiled under the
Chief Mechanical Engineer’'s Minute Sheet No. ME 86/87, dated the 1st Nov-
ember, 19377 1f so, are they prepared to take necessary steps to stop such
practice and issue necessary orders to the General Manager, East Indian Railway,
to promote seniors from the same group? TIf not, why not? '

The Honourable Sir Edward Benthall: (n) I have no reason to believe that
the facts are as stated by the Honourable Member.

(b) to (f). T have called for information and repls will be laid on the table
of the House in due course.

UNSTARRED QUESTION AND ANSWER
INcrREASED RaTES 10 Raimnway Lasour CoONTRACTORS.

45. Mr. Lalchand Navalrai: (a) Will the Honourable Member for Railways
be pleased to state whether any increase has been allowed over the tendered and
accepted rates to railway labour contractors in goods sheds, locomotive sheds
etc., to compensate them for the increased cost of living? If so, what the
percentage of such increase is?

(b) How does the increase allowed to railway contractors compare with the
dearness allowance paid to railway workers? » ,

(¢) If the railwaymen are paid lesser compensation for the rise in the cost of
living as compared with the compensation allowed to the railway contractors,
is it proposed to give further relief to railway workers? If not, why not?

The Honourable Sir Edward Benthall: If the Honourasble Member will
specifv the Railway about which he desires to have the iuformation, endeavours
will be made to secure it. '

THE GENERAT, BUDGET—GENERAL DISCUSSION.
FIRST STAGE.

Mr. President (The Honourable Sir Abdur Rahim): The House will now
proceed with the general discussion of the General Budget. With reference to
the time-limit which is ordinarily fixed, T fix 20 minutes for the speeches of the
Honourable Members generally, 80 minutes for the Party Leaders or those who
speak on behalf of the Party and for the Government Member one hour or more.

I may now just as well draw the attention of the House to Rule 46 regard-
ing the general discussion of the Budget because T find that in some cases the

)
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scope of this discussion is not properly understood. Rule 46 lays down tha
“the Assembly shall be at liberty to aiscuss the Budget as & whole or any ques-
tion of principle involved therein’'.

Sir Henry Richardson (Numinated Non-Official): Sir, at the outset, I would
like on behalf of my Group, to express to the Honourable the Finance Member
our appreciation of the very fine speech which he mude lust Saturday evening
when presenting the Budget and to congratulute him on his effort. Whatever
views we may hold on the various proposals, no one can complain of any lack of
detail in the picture which was shown to us. We much appreciate the very
clear and able summing up which we have come to expect from him. Not only
did he touch on practically all those subjects which we hoped to hear about but
he also gave us valuable opinions on several important aspects of India’s future
finaneial situation.

Before I turn to other subjects, 1 feel I must tuke this opportunity of
joining the sincere sympathy of this Group to that expressed by the Honourable
the Finance Member in his Budget speech regarding the sudden death of Sir
James Taylor. Not only will his loss be felt by the Government of India, but
also by each one of us who had the honour and privilege of his personal friend-
ship; we mourn the passing of so vuluable a public servunt and friend.

Sir, in considering this Budget, we in this Group have once again asked our-
selves the question ‘‘Does it help the War’’? TIs it a measure of which India
will be proud when the time comes for history to pronounce judgment on the
efforts of all those nations which are today striving for o common object? 1
must confess we cannot find complete satinfaction in the answers to these ques-
tions. For whilst it may be claimed that this Budget does meet India's war
requirements, it cannot be said to be in any sé€nse compurable to war-time
budgets which have had to be shouldered by the people of other belligerent
countries. It may be urged that this is as much us India can afford, but I
should hesitate to agree with such an opinion. I do not deny that conditions
differ in this country from those which obtain in other countries to which I have
referred, and this may be advanced as an argument against a more ruthless type
of war budget, but on the other hand even if this is granted I would direct
Honourable Members’ attention to the enormous profits to some in which war
production has resulted. If this point is exnmined, 1 venture to assert that
there is ample justification for a larger mensure of sucrifice by all those to whom
the war has brought almost unparallelled benefits.

Bearing in mind these qualifying remarks thercfore, this Group, Sir, gives
ite full support to the budget proposals in which we are glad to note that for the
first time after a long while the volume of the vield from the indirect taxation
proposals is now more than that expected from the proposals for direct taxation
even though the incidence of the lntter i still by far the heavier. We therefore
consider it satisfactory that out of a total estimated new yield of Rs. 20.10
crores, the proposals for indirect taxation are expected to produce as much as
Rs. 13:10 crores. Not only was a tax on tcbacco overdue in the circumstances
but the high yield, which is cvidently only u sturt, makes it particularly suitable
for nssisting in making up the large war time expenditure. .

Before passing on, Sir, [ wish to make o brief reference to the Honourable
the Finance Member's remarks concerning dearness allowance. He admitted
that Government fully realised the defects and dangers which were inherent in
the increased purchasing power created by enhanced dearness allowance and
that these facts afforded an added incentive to the efforts of Government in
dealing with the major question of food supply. Bir, we have hnd a long debate
on food supply and the House was kind enough to give suppost to the strong
views I then felt compelled to voice. But now, Sir, the budget brings up
another important aspect of this problem and it is one which greatly concerns the
Finance Member's Department. -As a business man, 1 know what the cost of
these dearness allowances must mean especially whén we add the ecost of
.providing foodstuffs to’labour below the purchase price. Also owing to the
inefficient Provincial control such supplies have, more often than not, to be
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purchased in a more or loss black market. The amounts involved are growing
greater und greater and the total of all this expenditure amongst commerce and
industry in the country as n whole must by now be enormous. The Finance
Member knows very well, that this expenditure is a revenue charge in Company
Balance Sheets and consequently in the cuse of ull those companies which are
linble to pay Excess Profits Tax the actual result is that Government itself is
paying the greater portion of these dearness allowances and cost of _foodgt,uﬁa
and the revenue of the country is suffering to the same extent. This, Sir, s
the other side of the picture and we say that it is not only the risk of inlation
which should afford Government an added incentive but also the faet that much
of the money is coming out of their own pockets. From all points of view,
therefore, we hope that this problem of food supply-is being taskled with all the
firmness and energy which the situation calls for. '

I have referred slready to the dangers inherent in increased purchasing
power and it seems to us that one of the wmost important problems today
is how to reduce the total volume of purchases for civil consumption. In so
far as. perhaps 90 per cent. of civilian purchasing power is expended on the
necesrities of life, the solution of this problem mainly depends on effective
price coutrol by the Governments concerned. Up to now such control has not
been adequate and we earnestly hope that the Central Government will bring
every possible pressure to bear upon Provinciasl Governments to tighten up
control in this matter. Jven when this has been done, there still remains a
margin of expenditure by the well-to-do on luxuries and the time has come
when it is necessary for everyone of us to cut down unnecessary expenditure.
I trust that before long we shall see the starting of an austerity campaign
which, would not only serve this economic purpose but would also have great
_prychological value in keeping in our minds the realities of war.

There is one other remark which the Iinance Member made to which 1
wst refer. He mentioned the reduction in the real burden of agricultural
indebteduvess effected by the rise in agricultural prices. Whatever may be our
feeliugs over price control, we cannot but wholeheurtedly agree with and share
in his hope that at long last this burden, which he correctly described us one
of the sources to which so muny of the major cvils besetting the Indian culti-
vator bud been traced, may be induced to disappear. But, Sir, whilst much
impending legislation is on the anvil to improve the lot of the industrial
worker, whilst much time is spent on Tripartite Conferences between Govern-
ment, Employers and Labour, what is being done for the purmanent benefit
of the Indian cultivators who form by far the largest portion of the population
of this subcontinent and on whose efforts at this time the success or failure
of the “‘grow more food”' campaign so much depends? There i no sickness
insurance scheme for them, no holidays with pay, no dearness allowances and
more often than not, no medical facilities. We know full well that the applica-
tion of all these amenities to the masses of cultivators would be impracticable
and impossible to achieve for a long time to come. But there are other ways
and mesns whereby Government can and rhould endeavour to improve the lot
of these people who work and live on the land of the country: and it seems
to us that within all the various measures for the control, supply and dis-
tribution of foodstuffs there lies the opportunity not only to diminich this
burden of agricultural indebtedness but to do much else besides. We believe
Government has now the chance to sow the seeds of future benefit by forming
a comprehenrive policy of co-ordination in such matters as crop planning,
crop prices, co-operative societies and the many other interconnected aegricul-
tural problems. * We believe that all this is possible if a start iz made now.
and if Government will guide and direct Provincial Governments. without
whose co-operation success ia impossible. This Group have attached so much
importance to this matter that it has been made the subject of a cut
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motion and I hope that Government, having heard from me this preliminary
warning, will be ready with a statement. We redlise that we are dealing with
a subject which comes within the provincial sphere, but the recommendations
of more than one advisory body have lately pointed clearly in the direction of
‘Central co-ordination and control. With this mandate from advisory bodies
some stutement from Government is not only justified but necessary.

Sir, the House will undoubtedly welcome the news which the Finance
Member had to give us on the subject of the financial settleent as between
Britain and India. To this extent, I think, Honourable Members must agree
tkat his visit to England last summer has been amply justified, and none of
the gloomy forebodings of which we heard at that time have come to pass.
Rather should we express to him our grateful thanks for the exceedingly able
manner in which he must have handled India’s case in his negotiations to
have succeeded in obtaining from His Majesty’s Government a continuance of
the very favourable terms on which military expenditure is apportioned

‘between the two countries.
I pow turn to those remarks, in which, 1 am sure the House was greatly

interested, which the Honourable the Finance Member made on the subject
of the further utilisution of Indis's sterling balances. 1 have wused the
expression ‘'further utilisation’’, because some scctions of the public are
«conccivably not aware of the silent financial revolution which has been going
on in our mudst in tne past two or three yeurs. At one point- in his speech
the Honourable the Finance Member apprised us that some £300 millions of
Tndia s external debt had been repatmated since the bheginning of the war
-with little or no disturbance to the money inarket, and he said that this was a
vonsummation for which the country might well feel gratified. I think, 8ir,
that this is a senfiment to which no section of the House can take exception.
Tt i u matter for congratulation for it clearly demonstrates the good use to
which India’s creditor status vis-a-vig Britain has been put, But as we see
it, Sir, it represents only the first of several beneficent uses to which these
sterling assets can be employed. It is a big step, but, as I have said, we
regard it as only the first of a series of operations which are now within the
finarcial capacity of the Government of India, and the Finance Member on
‘Saturday gave us an indication of what the next two are to be. - ,

ln the firsy pluce he proposed un arrungement whereby provision for the
future pension and kindred obligations of the Government of India towards
its servants can be ussured through an investment which, he pomnts out,
would oifer much more favourable terms than at present attach to investments
in sterhng 'lressury Bills. This is u sound economical measure which will
appeal to any busmess mind. It is an insurance against a future liability
which present financial conditions make it possible for us to cover. When
the war is over, we must anticipute periods of financial stringency, when
revenues may be stretched to the uttermost to meet obligations already
incired.  1f we can discount these burdens by present action, we make a con-
tribution to the future without in any way dumaging the present. The second
proposal for the utilisation of sterling balances to which the Budget invites
our sttention concerns the creation of a Heconstruction Fund. We are now
happily at a stage of the wur when it is possible to glimpse the peace, and 1
make bold to say that the problems with which India and the world will be
confronted after the war will be no whit less complicated than those which
we have had to face and surmount during the last 8§ years. Anything that
can be d_ope now to ease the impact of those problems und t¢ make smooth
the transition from war to peace should be undertaken expeditiously and in s
true spirit of realism. It is for this reason that I and my colleagues of the
European Group wholeheartedly support the suggestion to set up a Reconstrue-
tion Fund in order that the heavy demands for imported machinerv and plant
and for replacement and new equipment purposes may be eatisfied as moon
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as circumstances permit. It would be idle to suppose that this part of the
Finance Member’s proposals will not be strenuously opposed 1n certain
quarters, but 1 am not going to attempt to traverse all the ground the critics.
will nvite us to survey, and in any case they do not need me to state their
case for them. |But 1 would just like to underline the point that the Finance
Member himself made, namely, that, if a predetermined programme of re-
quircments is backed with the power to purchase, which the Reconstruction
Fund iteelf would constitute, India will stand a favourable chance of the
early fulfilment of her post-war needs. For bear in mind the extent to which
Indian industry has been expanded during the war, and ulso bear in mind
that the mere advent of peace does not necessarily mean ‘shat there will
suddenly be an abundance of the type of equipment Indian Industry will
need fer replacement or expansion. 1t is obv.ously imporiant that early con-
sideration be given to a survey of this matter, so that the principal post-war
needs of lndia may be ascertained. Like myself, I have no doubt that
Honourable Members were iinpressed with the figures the Finance Member
gave of expenditure on industrial expansion during the current year, and salso
that which is contemplated for next year. In all, these amount to Rs. 16
crores, and I would usk the House to bear in mind that this represents only
half of the totsl outlay under this head, ‘the otner half being borne by His
Majesty's Government. 'Therefore, altogether outlay on industrial expansion
will have been in the neighbourhood of Rs. 82 crores durmg the two years.
endiug next February. This is a very substantial sum of money and Honour-
able Members will not fail to note that no less than half of it represents
something in the nature of a gift trom His Majesty s Government. Nor does
it represent anything hike the whole of our war-time industrial expansion, a
lurge part of which is due to the initiative of individual businessmen and
business concerns. And that is where I want briefly to return to the post-war
situution, in which a Reconstruction Fund could play such a valuable and
important role. ''o my mind, it is clear beyond doubt that we must expect
many of the restrictions and controls which now govern trade between nations
to persist into the peace. 1t is also certain that quite apart from the controls,
the shortages of capital goods and heavy equipment will continue for a good.
long time atter the war, for we cannot expect years of devastation and destruc-
tiun to be repaired overnight. Other countries, which have been far more
seriously affected by the war thun India, will have stronger claims than our-
selves to the limited supplies that will be available. It is surely then the
merest commonsense and prudonce that we should begin to organise against
the day when it is possible to stake our claim. And what more practical step
can be taken to this end than to earmark finance which can readily be made
availuble for the purpose. This is what the Finance Member proposes at this
stage to do, and though there are some people who profess that India’s sterling
balances are something of a liability, I believe that if they examine the Re-
construction Fund on its merits, and with a fair and open mind, they must
come tn the conclusion that they are in a very real sense assets that are
steadily increasing in value as the end of hostilities draws nearer. There are
others who take the line that. they would prefer their assets in some other
form than sterling. I do not propose to deal with an argument on which the
Hononrable the Finance Member ean speak with much greater authority than
myvself. I will merely say to those who hold this view, that there are many
people and many countries in the world today who would count themselves
verv lucky if they were fortunate to hold their external assets in sterling
whose sound virtues hold good in spite of the passing and vicissitudes of time.
Sir. we in this Group support the Budget proposals and if we have any
general criticism of them at all, it is that the country might reasonably have
been cnlled on to make even greater -sacrifices. Come what may, we are
determined to do everything in our power. . . . . .
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Pandit Lakshm{ Kanta Maitra (Presidency Division: Non-Muhammadan
Hural). I'hat we know.

Sir Henry Richardson: . . . . .to bring about victory at the earliest

possible date and whatever sacritice that determination may involve, we are
prepared to make it.
. Dr. P. N, Banerjea (Culcutta Suburbs. Non-Muhammadan Urban): Sir, this
is t.he fourth war budget of the Government of India aud it tells the tale with
which we have already become familiat, namely, vastly increased expenditure
and greatly enhanced taxation.

Sir,' taking recurring expenditure first, I should like to point out that the-
expenditurc for the current year is nearly double the expenditure which was.
incurred last year, and if we take the expenditure for the years 1939-40 to 1948-44
that is to say including the expenditurc budgetted for the ensuing year, what do.
we find? We find that the excess provided over the normal expenditure amounts
tc not less thun 450 crores of rupees. Is this not a huge amount of expenditure for
@ poor people like the people of India? Besides this recurring expenditure, a
!arge amount of non-recurring expenditure has been incurred and is going to be-
incurred in the coming year. The bulk of this expenditure -is no doubt due-
to the war, but a considerable portion has been incurred also in civil depart-
ments of administration. And how has this expenditure been met and pro-
posed to be met? The whole of the non-recurring expenditure has been' met
and is proposed to be met by mneans of borrowing and about 150 crores of rupees
of recurring expenditure is also proposed to be met out of borrowing. The
remainder,—that is to say, 800 crores of rupees—will be found by means of
additional taxation. '

Now, Sir, let us consider the advisability or otherwise of levying such & huge
amount of additional taxation on the shoulders of the poor people of India—
300 crores to be raised by additional taxation. . '

The Honourable Sir Jeremy Raisman (Finunce Member): Not additional taxa-
tion. 1 think the Honourable Member is taking other items into account.

Dr. P. N. Banerfea: No. Over and above the normal revenue, that is to.
say, the cxcess of 800 croves; and this 800 crores will have to be found by
means of additional taxation. ‘ ] ,

Coming to the incidence of this tuxation we all know that the taxation so far
levied has taken various formns und shapes—direct taxation, indirect
taxation, revenue from railways . . . . .

Maulana Zafar Ali Khan (East Central Punjub: Muhammadan): Excuse
me, Bir; but will the Honourable the Finance Member point out whether the-

300 crores referred to by Dr. Banerjea is correet?
Mr. President (The Honourable Sir Abdur Rahim): The Honourable Mem-

ber had better wait till the reply is given.

Dr. P. N, Banerjea: When he will reply, he will point it out : increased postage
rates and various other mesasures. In the ensuing year, the Honourable the-
Finance Member expects that there will be a deficit of a litlle over 60 crores,
and he intends to meet this deficit by means of taxation amounting to 20 crores,
and borrowing amounting to a little over 40 crores. Now, what are his pro-
posals for fresh tuxation? He proposes, in the first place, certain additions
to the direct taxes. The enhuanced rates of income-tax in its lower ranges will
affect the middle class people of the country; and we should remember that
this class has already been hit very hard by the phenomenal rise.in prices. The
enhanced rates in the other ranges will affect very seriously the industry and’
trade of the country; and similarly the enhanced rates in ®corporation tax
und the excess profits tax will affect the industry and trade of the country.

_ Coming to the excise duty on tobacco, I find that the Honourable the Fin.nce
Member is jubilant over it. He says it has unique eligibility and it commands
universal acknowledgment and things like that. I believe my Honourable:
friend has read the financial statemenis of his predecessors. If he has read’
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them, he will find in them strong condemnation of this tax. On several occa-
tions the tobacco tux was considered and the subject was thoroughly investigat-
-ed, but the proposal was abandoned because it was held that although it was
‘not a tax on an absolute necessity, it was a tax on what is known as a con-
ventional necessity, One of thc earlier Finance Members said that he would
‘be very loth to tax a commodity which by long habit had become a conven-
~tional necessity for the poor people of India. If iy Honourablé friend will
read the speeches of Samuel Laing, the second Finance Member of India, and
of Sir Charles Trevelyan and several other Finance Members, he will find strong
-condemnation of this tax. 1 do admit that the Taxation Inquiry Committee has
‘blessed this tax. But that committee did not investigate all the aspects of the
-question. It should be remembered that the poor artisan, the poor cultivator
and the poor-industrial worker requires some sort of drug which will soothe
their nerves after their hard work und which will act as a stimulus to further
work. I may tell my Honourable friends here that 1 am not u smoker myself,
-and for intelligent people engaged in intellectual work, tobaceo is a poison,—
-tobacco is a poison of the worst sort. But for hard-working people it is some-
thing like & medicine. Therefore, I object o this item of taxation in the
Finance Member’s budget.

Next comes the excise duty on vegetable ghee. This is a tax on food. Vege-
table ghee is used by the poorer sections of the middle cldss and the poorest
-classes of the population who cannot afford to obtuin pure ghee, which has now
‘become practically unobtainable except at very high prices. To tax food is
‘wrong and therefore I object to this item of taxation.

Then come the increases in postal and telegraph rates. 1 find o curious
-change in the attitude of Government. At one tige the Government used to
88y that the Posts and Telegraphs Department is a commercial department.
When it was working at o loss, the postal, telegraph and telephone rates were
increased because it was said that a commercial department must make the
two ends meet. Now that it is a paying department and it is yiclding large
revenues to the Government, they want further revenues and they have given
‘up tho idea of the commercial department. As it is yielding a large sum of
48 Noow.  Profit to the Government, u part at least of these profits should go
back to the people of India in the shape of reduced rates; in no
-case should the rates be enhanced.

The total yield of the tuxes proposed by the Honourable the Iinance Mem-
ber is 20 crores of rupees. Could not these 20 crores be obtained by any
-other means? Time and aguin, have 1 suggested in this House the adoption
-of meunsures of cconomy. 1 have appeuled, but 1 huve always appealed in vain,
—my appeal has always fallen on desf ears. Wherever we go we find that
there is wasteful expenditure. This wasteful expenditure must be kept down,
but that has not yet been done. That is not the policy of the Governinent. Then
-also there is another policy that I have urged and many friends of mine have
urged in this House that is Indianisation. But what have Government done?
Since the commencement of the war, instead of Indianisation: therc has been
- steady and progressive Europeunisution. Necessarily, the consequence has
teen that there has been a great increase in administrative cost. In every
.department we find that Europeans have been placed in key posts and Indians
have always been placed at the end. If these two steps had been taken, a
large portion of the deficit might have been met. But there is 'a third step
which the Government ought to have taken and which would have solved the
problem in full, namely, an equitable financial settlement hetween WBritain
and India regarding war expenditure. The Honourable the Finance. Member
told us the other day that the settlement which was arrived at in November
1939 has not been varied. But he also told us that considerable expansion has
‘tnken place in various directions and in interpreting the details of the settle-
iment new factors have come into prominence. He spoke of joint war measures
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and so forth and we do not know what these phrases meant. We do not know
to what extent expenditure was placed on the shoulders of India which ought
to have been placed on the shoulders of the British Government. If we come-
to. 1igures we find that 20 crores is nothing ‘to the British exchequer, but it
is a great deal to the Indian exchequer. This ought to have been known to the
British Government and to the Honourable the Finance Member of the Gov-.
ernment of Indin who carried on the megotiations on behalf of the Government.
of India. Of course, .the Legislature hud no hand in this settlement, and if,
the Legislature had a hund in the settlement things would have been very
different. There is one point of view in regard to this settlement with regard,
to war effort which I should like to place before the- House, and that is that.
India has been considered us i buse for the war effort of the United Nations,
as a base for all the war efforts in the East. That being so, the bulk of the
expenditure, whether it is incurred in India or outside, should fall on the:
shoulders of Britain and her allies and not on India. India is merely a base
and you cannot interpret the settlement in such a way as to say whatever:
is spent in India is to be borne by India. That would be a wrong interpreta--
tion of the financial settlement.

Before I conclude, I should like to say a word about sterling balances.
My Honourable friend, the Leader of the European Group, waxed eloguent.
over what has been done or said by the Honourable the Finance Member on:
this question. What has been -done I will not question now, but I will say a
few words about what the Honourable the Finance Member has said. The’
Honourable the Finance Member has two proposgls in view. In the first place,.
he wants to provide for future payments of sterling pensions, family pensions and
provident funds. I do not know what his real object is. But it seems.
that he wishes to safeguard these pensions in order that a future Indian
Government, perhaps a free and responsible Government, may not be able to-
do away with these things. Well, it is not the intention of anybody, of at
least anybody sitting on this side of the House to do away with all obligations.
which have been properly undertaken. But we should like to examine very
carefully whether it is desirable to spend this amount properly now or to set.
it aside as an investment for the future. The next proposal is the formation
of a reconstruction fund. Reconstruction fund sounds very nice, but who will;
be in charze of this reconstruction?

Pandit Lakshmi Kanta Maitra: They, the Government.

Dr. P. N. Banerjea: Will the future responsible Government of India be
in charge of reconstruction, or will the present Government of India and the.
British Government be in charge of it? Then again, who will control this.
fund? Wil] this be under the control of the British Government, or will it be-
under the control of the future responsible Government of India?

Pandit Lakshmi Kanta Maitra: The European Group.

Dr. P. N. Banerjea: If these reconstruction schemes are to be prepared by
the present Government with the help of my Honourable friend, the Leader
of the European Group and his colleagues and also their countrymen in England,
you cannot expect that the people will feel enthusiasm for the proposition.
T have no objection to what the Honourable the Finance Member says about
rehabilitation and equipment of industries. Yes, we want re-equipment of the-
industries of the country but what type of industries will have to be rehabilitated
and with what type of re-equipment? Where shall we buy the machines and in-
what way? Shall we be allowed to purchase them at the cheapest rate wher-
ever they ere available or shall we be compelled to buy the machinery in England
where the money will lie? These are questions which will have to be very
carefully considered when the reconstruction fund is utilised.

Sir, mv Honourable friend the Finance Member in concluding his speech
observed that his proposals will meet ‘‘with extreme satisfaction’’; of course,
there will be extreme satisfaction in some quarters but not extreme satisfnc-
tion among the people of India. My Honourable friend has warkgd here for-
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25 or 30 yeurs und he must have worked hurd; otherwise he would not have
risen to the position he now occupies. But he has worked mainly in his room
in the Secreturiat and he has had no time to go out and see the facts of
Indian life. He has not seen the half-naked and half-starved population of the
~country. He has not seen to what an appalling extent poverty exists in India.
Nor has he had time to study the psychology of the people of the country.
If he had had the tiine und the opportunity for that purpose, he would not
have used the phrase '‘extreme satisfaction'’ because he ought to have known
that the huge “expenditure now incurred is not in the hands of the people.
Taxation is not in the hands of their representatives in the Legislature. These
_are in the hands of persons who have very little to do with the people of the
country. In such circumstances to say that these proposals will meet with
- extreme satisfaction is to overlook the facts. I hope and trust that before
he leaves the shores of this country he will find opportunity and time to study
these questions at greater length and he will be able to say that the time has
now come when both the expenditure and the taxation will have to be vested

in the representatives of the people of the country, because it is they who
know what is best for India.

Dr. Sir Zia Uddin Ahmad (United Provinces Southern Divisions: Muham-
madan Rural): Sir, aithough we may not agree. . .

Mr. President (The Honourable Sir Abdur Rahim): Is the Honourable
Member speaking on behalf of his Party or on his own behaif?

Dr. Sir Zia Uddin Ahmad: I am speaking on my own behalf. Although we
may not agree with all the arguments of the Finance Member, we should
admit in fairness to him that he has given an accurate picture of our finances

-and that he put up a heroic fight both in India and outside India in support:
of our finances.

I shall first examine the argumnents advanced, by some economiists that the
rise in prices is due to inflation. It is a fact that the price index has gone
up during the war from .100 to 254, or the prices have gone up 2} times or,
in other words, the purchasing power of the rupee is reduced to 64 annas. It
is ulso correct that we had inflation in currency. The notes in circulation in
1989 were only 130.29 crores and now they are 560-17 crores and the argument
which is advanced is that whenever you have got any article in oxcess, then
the price is lowered, because the demand is less. Because of the inflation
the value of the notes is -reduced. This price index and the inflation of
currenc, have not the relation of cause and effect, but they have remote correla-
tion. The fucts cannot be marshalled to fall in with the economie theories
but theories should ke formulated to explain the facts. Do not attempt to
gidetrack commonsense by using technical teris like inflation and deflation
of currency. We will take the facts as they are and discuss this question of
‘inflation. The first point is that there is n tendency to hoard {he metallic
coins for two reasons. One is economic and the other is po'itical. The eco-
nomic reason is that the people have greater faith in the silver rupee and they
would like to keep in preference to any other form of investment. The « cond
“in thnt there is a tendency amongst some people to paralyse the administra-
tion and thev hoard the eoins in order to paralvse the administration. This
fact was realised by the Honourable the Finance Member, so much so {hat
the metallic currency was reduced from 74-31 in 1989 to only 14.16 in Decem-
ber 1942. We Bhould also consider this fact—and the Honourable the Leador
of the Nationalist Party also pointed this out—that our expenditure in the
Generai Budget hag increased to 259-59 crores, which ~ is more than dcuble.
The Finance Member has explained that the Supply Department purchase
about Rs. 18 crores worth per month. That is. it comes to 218 crores.
Therefore, considering the enormous expansion in the business of India due to
the expenditure all round. T would like to know what would be ‘he correet
“figure of the currency notes which would be necessary to meet this require-
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ment. Tc¢ say simply that the currency has inflated has got no meaning. We
must have some mathematical or economic calculation to find out what is the
.exact amount of currency notes which we require and what is the exact
amiount of smali cons that we require for our daily transactions. We should
not forget the fact that the moment there is a shortage of these currency
notes or the shortaze of sma:l coins, there comes dislocation of business which
upsets the daily transactions especially among the poorer people. Unless
somebody wili give the exact figure that so much currency notes are sufficient
for our daily transactions and anything above that is inflation, I am not over
awed by the technical words ‘‘inflation and deflation’’. '

Pandit Laksami Kanta Maitra: They have already controlled 90 per cent.

-of the paper in the country and they can easily print any number of notes if
there is any shortage of money.

Dr. 8ir Zia Uddin Ahmad: My friend says that they have got the power
to print as many notes as they like. He does not know that if a Finance
Member adopts this particular practice, he will cease to be a Finance Member
before he adopts it. The printing of notes is regulated by a number of rules
.and regu'ations and there is a regular check on their printing. Lven if the

Finance Member tried to have any number of notes printed, he would not be
permitted to do so.

Dr. P. N. Banerjea: Who will check him? Will the Superintendent of
the Printing Press check him? :

Dr. Bir Zia Uddin Ahmad: My friend probably knows that these currency
notes are issued by the Reserve Bank of India and not by the Finunce Member
and in that I3ank we had a famous expert, Sir James Taylor, who is unfortu-
nately no more ~ith us. The Governor along with the other Directors of the
Reserve Bank determune the quantity of currency notes.

As regards the rise in prices, it is really due to the mistakes of the Gov-
.ernment of India. I do not want to enlarge this point as we have discussed
it on previous occasions and we will have more opportunity to discuss it later
on, but there is one point to which I wouid like to draw the attention of

" the House, a point to which attention was not explicitly drawn. We, find from
; this Explanatory Memorandum that the price index as compared with August
{1989 has increased from 100 to 415 with regard to piecegoods. 'That is to
sav, the price of cotton piecegoods has risen more than four times, while the
price of cotton has increased from 100 to 193-8 only. 8o, the price Jlg cotton
has increased by 'sss than 100 per cent but the price of piecegoods Nas in-
_.creased by more than 800 per cent. This clearly shows that there is ¢normous
| profiteering going on in the textile industry and I am sorry to say that the
Commerce Member or the Supply Member of the Government of India never
- took this point into their consideration.
i Dr. P. N, Banerjea: They are all gone. .
Dr. Sir Zia Uddin Ahmad: Never mind: I am not concerned with the
v personnel: I am concerned with the department. Nobody has considared
this enormous rise in the price of the piecegoods and this is a mutter which
' ought to be gone into. Now, the question of wages has been gone into- very
- oareful'v and they have not been increased by 50 to 75 per cent., nor have
the prices of other articles been substantially increaked. In spite of a!l that,
' the price of the manufactured piecegoods and manufactured cloth has been
increased to more than four times. There is no justification to nllow these
prices. The real facte are that there are two industries in thisecountry which
no Finance Member or Commerce Member can dare touch—one is tha industry
of piecegoods and ths other is the industry of sugar. The predecessor of the
Commerce Member said in my presence to a persan who came out  from
England to inquire into the piecegoods industry of Bombay, ‘‘Though you are
goin~ there to inanire, remember the Rolls Rovce cars, the varions entertain.
mentg and other things and he careful not to he daz-led bv all these glittenng
things.”” T have nov seen a single Commerce Member during the, last 14
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years that I have been in this Assembly who had the courage to deal with
this particular probler: of the textile and sugar industries because of the
enormous sums that they can affortl to spend on their propaganda.

Then, Bir, I come to the question of the accumulation of sterling credit.
In this connection, I would like to draw the attention of the House to three
points which have arisen on account of the accumulation o1 our credit.  The
first thing .that I wish to say is that because of our credit this is the time
when we ought to consider very seriously whether the time has not come
when we should enter into a direct agreement with America anu not through
the United Kingdoin about lease-lend and reciproca! lease-lend arrangements.
I understand—I am speaking subject to correction—that all our lecase-lend
arrangements are done through the British Government and not directly by
the Indian Government. I think the time has some when we should bhave
direct arrangements with the United States of America on this point. Here
1 may also mention that while discussing lease-lend arrangements, we should
rot only consider the requirements of the war hut .we should nlso consider
the requirements of the industries and various institutions. That is, we
should try to get from them the costly apparatus which it is impossible to pur-
chase except by meane of lease-Tend arrnngements,

The second question which arises and which will have to be tuken up
sooner or later 18 this. We have linked up the currencies of the various
countries forming part of the British Empire with sterling. We have great
apprehensions that when the war is over, there will be abnormal changes in
the values of the currencies of different countries which now form purt of the
United Nations. In order to have stability of these currencies, it seems very
desirable that at this particular moment the currencies of all those countries
which forin cf”t of the United Nations should be linked up together by certain
formula, and this is just the time when this question should be t:ken up.
So, I request the Finance Member as representing India to take the lcad in
this matter. We shou:d not only link our rupee with the ster.ing vut also
link it with the dollar. We will find that after the war the dollar vill lead
the currency of the United Nations and, to my inind, it will lead the currency
of the entire world. This is the proper time for us to make an atterupt in
_this direction. The third point that arises in this connection is about the
disposal of our accumulated balances. Now, a suggestion was made bLy the
Honourable the Finance Member on page 20 of his speech to buy like life
annuities the pensions and other liabilities which India has to pay. This parti-
cular proposal presupposes that England is going to quit India and will hand
over the Government of India to 'a particular class which cannot be trusted.
I ‘think this proposul is not sound. It is not necessary to safeguard the
future liabilities which India should pay. I assure the Honourable the 1inance
Member that this is not in onr minds. Therefore, for the time being the pro-
posal is not financially sound. These balances have been accumulated on
account of enormons sufferineg and privations that we have undercnmo,  Took
at myself, I could no! afford to buy my normal requirements. It is not fair
to ask us to pay the liabilities of the future generations. T can quite acree
when we pay for the liabilities which may benefit us and the future goﬁem'
tions as well. T do not really understand, why should T be askad to suffer
and give up eyerything which I have in order to meet the future linbilities
of our future generations. We cannot buy entire liabilities. Pensions will
alwavs increase hecause persoms would retire. Therefore. we do not know how
much it would he. Looking at it from a statistical point of view it would
be a difficult problem. I, therefore, beseech the Honourable the Tinance
Member to give up this idea of utilising balances for the purchase of f ture
ligbilities with regard to pensions, provident funds and bonuses. As regands
pension immediately the question will arise: vou are purchasing pensions
payable in England, why not ;.mrchase also pensions of Tndiana as well. What
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is the guarantee that the future Government will be entrusted with this?
According to the theory that is underlying this proposal, which is not based
on facts, what guaraniee is given to pensioners living in India? Why don't
vou provide annuities for their pensions as well? Provide also for the pen-
sions of Indians. Therefore, [ think this proposal will be exceedingly urpopu-
lar and 1 thiok it should not be entertained. .

The next question is sbout the future expansion. There I think we sbould
keep this money in floating account, so that we may fall back upon it and
in any way we like we may invest it. [t shou.d be kept in a floating reserve
and should be available to us. Therefore, I would rather like to keep our
balances in a floating account which may be easily available to us for iuvest-
ment in annuities or any other form of payment of liabilities.

The next thing I would like to mention 1is the dearness allowance. On
page 36 of the Memorandum it is stated:

“It may, however, be pointed out that the cost of living index numbers for different

centres are not strictly comparable and that definite formulae have been devisod in all these
centres for adjusting dearness allowances with the changes iu the cost of living."
I should like to have these formulae before us. I request the Honourable the
Finance Member to ask the Department of Economic Advisers to the Ciov-
ernment of India to supply the Memhers a copy of the statistics prepured by
them—it is an expensive department—and they give ue the figures and leave
us to draw our own inferences. - '

The next thing about the dearness allowance which I sghould like 1o men-
tion is this: the Government have taken the responsibility to pay dearnesse
allowance to all servants employed by them. 1 request that at this moment
they “thould also consider the fact that on account of payment of dearness
allowance to their employeer, the educationa] institutions, which are partially
maintained by the Government of Indir in that thev are supported by them hy
way of granté—are very much handicapped on account of ‘this extra resporsi-
bilitv they incur in payving dearness allowance to the servants. 1 partieularly
mention those edueational institutions which are reallv supported by the
Government of India, the employees of these institutions deserve dearness
nllowance just ns much as the servants who are appointed and paid by the
Government of India. ,

- Mr, President (The Honourable B8ir Abdur Rahim): The Honourable
i Member's time is up. .

! Df. Sir Zia Udd'n Ahmad: Let my speech be taken as read. I lav the
"rest of it on the table of the House. _

' Mr. President (Tho Honourable Sir Abdur Rahim): I cannot allow that.

. Mr. Jamnadas M. Mehta (Bombay Central Division: Non-Muhammadan
i Rural): Evervbody admired the very exhaustive effort whioh the Honourable
the Finance Member made on the 27th February last when he took at least
two hours and ten minutes and was visibly exhausted. ILet me submit at the
oulset that so far as the conduct of the war is concerned, T have not the least
wlifferonce with him. In fact, a vigorous and energetic prosecution of the war
or the security of this countrr and for a willing participation in the restoru-
ion of international equity and goodwill he can depend upon my humble gnp-
it without anv stint. The question of difference arises when he pursues the
methods of -taxation which are embodied in his budget. On that issue I funda-
; reentally differ from him.  First of all T say that this is a rich man’s budget
T am sorry to say that the Honourable the Finance Member has some natural
antipathy towards the poor.

The Honourable Sir Jeremy Raisman: No. N
. Mr. Jamnadas M. Mehta: He considers the poor as the real target and
quarry. Tn fact. he goes for the poor ar a terrier goes for the mouse and ample
' evidance of this is to be found in his budget. I he can at the poor he will
readily snatch the opportunity. Just think of his new taxation proposals. 8o
far as the. taxatimn on those who smoke cigar and cigarettes is concerned T
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um at one with lim. 1 do not agree with my erstwhile leader Dr. Banerjes
that people who smoke do not get any pleasure out of it. 1 do get the greatest
pleasure out of a cigar and 1 am willing to pay for that luxury. But wnen
the Honourable the Finance Member goes and taxes the poor man on the sole
authority of the Taxation Knquiry Committee and disregurds the actual facts
of the situation, let me warn him that he-is actually trenching on resources
of the poor in an umenity which brings some solace, some little cheer and
some little comfort. Let him tax any big cigarwalla or any big cigarettewalla
and leave alone the poor man’s bidi. I know the poor man after a day’s
labou- gets a great pleasure and comfort out of his bidi. He has not got the
means tc enjoy luxuries. Ghee and sugar and all these aré denied to him.
I think the Honourable Member should not have shown a green eye with the
httle comfort of the poor man. .. This part of the tobacco tux is therefore objec-
tionable. I want to tell the Finance Member that the tobucco is not immune
from taxation even today. In the city of Bombay, the Government of Bombay
has since 1982 increased the taxation on tobacco to 400 per cent.—wheve it
wus one rupee it is four rupees. Therefore to create the impression that
sinee . .
8ir Oowasjee Jehangir (Bombay City : Non-Muhammadan Urban): Does that
include bidis?
Mr, Jamnadag M. Mehta: Yes. Therefore I say it is bad enough ulready.
What 1 am saying is, let him not be under the impression that because the
Taxuation Enquiry Committee reported in 1925 and action has not been taken
so fur by the Government of India, therefore action is mot taken by the Pro-
vineiul (Governments or even the Local Authorities.” He is greatly mistaken. .
And let me see what he is doing. The salt is taxed; the poor man’s matches
are taxed; the poor-man’s tobacco is now being taxed; the poor man’s sugar
i8 tuved—everything that the poor man needs in life, he. has included in his
long sweep of comprehensive taxation: Postage, Salt, Matches, Tobacco,
Vanuspoati, Sugar. '
Pandit Lakshmi Kanta Maitra: Next year it will be potatoes.

Mr. Jamnadas M. Mehta: The Finance Member has a very watchful eye
and when it comes to the turn of the giving dearness allowance, what thousands
of difticulties he experiences. In the Budget speech at least in three places
you will find—on the first page and later pages—that wherever the question
of a little increase of the workmen’s wages comes along, the Finance Member
aunply looks upon any proposal for dearness allowance with a scowl. He has
somchow or other persuaded himself that even if 10 per cent. dearness allow-
ance is given where 50 per cent. or 100 per cent. is the rise of the cost of
living, some kind of calamity will happen. The Honourable the Finance
Member has brought more distress on the poorer people of this country by his>
constant desire to give them additional taxation and less bread. What is the
dearness allowance, Sir, at which the Finance Member looks with increasing
disapproval ?  His iden seems to be that the higher nominal value of the wages
means higher purchasing power for the poor. This is a real fallacy and he
knows it to be so. What with the dearness allowance policy of the Govern-
ment on the one hand and their failure to feed the millions of people of this
country on the other; the poor are certainly at their wits-end. Compliment
is paid by the Railway Member to the railway workers. Compliment ig paid
to labour generally . . . .

Pandit Lakshmi Ka.nta Maitra: But not seriously.

Mr. Jamnadas M. Mehta: . . . . but the earnings of labour are thrown
into the war pool without regard to the fact” whether labour is.starving or
otherwise. With a rise in the cost of living of not less than 150 per cent.,—
because even the Bombay Labour Gasette figures are now silent on the cost of
vice and wheat since July last and two Judicial pronouncements have been
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aunde that the Bombay Labour Office figures are below the mark, 1 take it that
uot lesy than 150 per cent. is the rise in the cost of living—what is the rise
in the dearness allowance which Government have given? For the Railways,
it varies from 10 per cent. or even less than 10 per cent. to perhaps 160 per
.cont. tor the poorest, for the postal and other employees it is even less. You
find gushing admiration shown for their good work and loyal conduct; but
there the matter ends. Virtue is admired and left to starve. 1 must protest
aguinst this policy; the men who are today working for the war effort, second
only to the soldier, are being treated in the most unsympathetic manner, and
the starving of their children.and their wives is u matter of no concern to
Government. Kven ordinary gratitude for the workers is not shown in the
policy of the Government; on the contrary they have shown absolute dis-
regard to their harrowing conditions today. The number of telegrams which
1 have received from the working clusses about their starving and their families
will make the heart of a stone really to bleed, but the Government of India
in gll the various departments under the lead of the Finance Member have
shown u stony heart impervious to the needs, impervious to the justice and
I have nothing but absolute condemnation for the policy of starving the ‘poor
which is now ruling in the Government of India. Is this the gratitude to the
poor who have worked for you during four years under every condition of
distrens and hardship? The soldier gets ten tiines more ghee than the worker
«an ges ghee today. The food of the soldier costs to the Government, I think,
today Rs. 38. Are théy giving to the workers who are ag important as the
goldiers even Rs. 18 for their food as against Rs. 33 which one soldier costs
for his ration, and, if not, why not? That point I want to be elucidated
before 1 can feel satisfied with the Honourable the Finance Mewmber's budget
Jpropokuls. 4 )

Now, Sir, coming to the ‘‘joint war measures’’ which in & new phrase which
we find invented in this budget although we are told that the Finance Com-
unittee is familiar with it. We are being congratulated that the settlement
is not being unsettled; but so far as that settlement is coneered, there is
nowhere any phrase in it called ‘‘the joint war measures’’, and yet toduy the
joint war measures are going to cost us many crores outside the settlement
-of 1930-40. 1 do not mind paying proyided it is based on our capacity ag the
American President himself has said—I ask the Honourable the Finance Mem-
‘ber to remember that in the Lease and Lend Report, the American President
has suid that the payment by each of the partner should be according to his
.capacity. Here is the sentence which I would like to read:

*“The last Lease and Lend Report of course set forth a principle for distributing the

financial burden of the war among the United Nations in accordance with their ability to
-contribute to the common pool."”

This-is the Report—called the 6th Report—which the President has made
to the Congress, that the contribution of the United Nations to the 'common
pool will be based on their capacity and their ability to contribute. I want
'my Honourable friend constantly to keep this in mind. Subject to that, I am
willing tc bear my part of the burden of the war, i.c., subject to my ability
to contribute. Has the Honourable the Finance Member taken the House into
confidence ‘in this matier? He has been doing evervthing behind our backs.
All these joint measures which were never subjected to our deliberation or
scrutiny although we had pressed for information, now they are forced on us
without even so much as our pe'mission and we are gimply asked to record
and rezister them as a fact. Let me tell, him that he will get more out of nus
by gesting our co-operation at the right time if he takes us‘into confidence
than by saying that the Government of Tndin is nleased to do this, that «nd
the other. It may bt pleased because it is pleased at its own action. But let
us be pleased by the Government of India’s action. Then it will be a real
pleasure to the people of this country.
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I have two more points to make regarding this Budget. The Honourable
the Finance Member has rather too cavalierly condemned and pooh-poohed the
danger of inflation. 1 beg of him to remember that his critics are not irres-
ponsible people. 1 do not want to give any names, but I assure him that
among his critics are people who have alwayg taken a scientific view of economie
problemns: who are not swept off their feet by any political motives but who
study the question purely in a cold-blooded and cool-headed manner. They
have brought to the notice of the public the serious danger of the inflation
that existe at present. When prices go up four times, when the pre-war prices
of wheat at Rs. 2-10-0 is quoted today at Rs. 10 or 12 it shows that there is
something wrong. The ‘production of wheat has not dwindled. The production
remaing practically at the same level and still the price has gone up four times.
Can you explain this phenomenon? 1 ask him not to be dogmatic.:

Thi: same thing I want to tell him about the use of the sterling balance.
What happens is that we give the goods but the goods remnin there and the
money- also remains there. Have you ever heard in any country in the world
that when people send you their goods you keep their goods and their money
a8 well? If any explanation is given, it should not be in the spivit that the
critics are confused or that there is loose thinking. There is no loose think-
ing. There is furious thinking. There is careful thinking. All that I wish
to tell the Honourable the Finance Member is that he should be a little more
charitable or a little more responsive to the people who have to foot the bill.
He must not consider them as if they were mere outsiders und on whose part
it is impertinence to criticise him. People who criticise him are well informed
and l'esponaible citizens of this country and they are entitled to get informa-
tion from him.

My last point refers to our sterling balances. It seems to me that having
accunivlated these reserves the Honourable Member somehow or other wants
slowly to dissipate them in the manner in which he thinks best. Already 30
millions of annuities are paid in advance.

Mr. President (The Honourable Sir Abdur Rahim): The Honourable Mem-
ber hag two minutes more.

Mr. Jamnadas M. Mehta: All right, Sir, I shall finish. Thirty 1nillions
of annuities are paid in advance. Now a sum of 5 million or 6 million pensions
is to be paid annually; the whole of it is. to be capitalised and paid in advance,
and what remaing is to be put into a Reconstruction Fund, of which we hear
for the first time. The European Benches are there to support it whole-
heartedly. I have never heard Sir Hen*y Richardson so eloquent and so warm
and almost vehement. What the Finance Member has suggested is
immcdiately accepted by him without examination, and that crores and crores
of rupees belonging to this country should be immediately put into some
Reconstruction Fund. God alone knows what it is] We know the activities
of the last post-war period. The Government of Bombay and several other
local authorities then indulged in developmental activities, the results of
which we are bearing today in paying 27 lakhs of rupees ag interest charges.
All those things turned out to be failures. Therefore. we are in no hurry to
have this Reconstruction Fund. We are in no hurry to dissipate any of the
millions that we have accumulated. I beg the Honourable Member to put all
hiz proposals before this House or before a small committee of the House and
take its opinion. Otherwise it will be a repetition of 1920 when our gold
_pesources were dissipated. Our sterling resources are now in daneer of being
dissipated. I conclude by saying that the Budget ig 2 rich man’s budget.
The poor man has suffered and is suffeting more. In England no man gets
more than £6,000 a year. Here in Bombay alone, I am sure, there must be
ten thousand people who will be earning a lakh of rupees a vear.
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Mr. Pregident (The Honourable Sir Abdur Rahim): The Honourable Mem-
ber’s time is up.

Mr, Jamnadas M. Mehta: Without taxing the poor, let him tax the rich
us in United Kingdom and his deficit will not be worth listening to. There
will be no deficit. ' :

Rai Bahadur Seth Bhagchand Soni (Ajmer-Merwara: General): I congratu-
late the Honourable the Finance Member for the -Budget presented by him,
which, considering that more than 8§ years of war have passed, is very sound
indeed. 1t is also gratifying that the allied armies are now in a very strong
position, the initiative being in their hands, and as the Honourable Member
emphasizes, final victory is in sight. This should not, however, make us slacken
our war efforts and all our energies should be concentrated in the furtherance
of achieving decisive victory. Government have learnt their lesson from the
last war and this is clearly visible in the present Budget.

The fact that our country has repaid all its foreign debts amounting to abous
Rs. 450 crores is a historical event. We are proud not to be a debtor nation
any more and to have entered the list of creditor countries. ,

Coming to the question of the cost of war, I am afraid, I cannot share the
opinion expressed by the Honourable the Finance Member in his Budget speech.
8ir Jeremy said: ‘‘Security in these disturbed time is. only to be purchased at a
- very heavy price and the House will no doubt be prepared for a hill of unusual
magnitude’’. Sir, T am sure that the Honourable the Finance Member is rather
pessimistic and I shall be able to prove beyond doubt that India has purchased
its security in this war at a very low price.

Now, just consider that the provision for the Defence Services for the ear

1943-44 has been placed at Rs. 188 crores or about £187 millions for one year.
Now, everybody knows that the United Kingdom is spending about £14 -millions
per day in the conduct of the war. If we compare £14 millions spent daily
by the United Kingdom with £137 millions to be spent by us in one year, it
becomes apparent that India, in spite of its vastness, is spending in u year on
the war what Britain is spending in less than ten days. 1 hope 1 have been
able to make out, Sir, that the Honourable the Finance Member made an
exaggerated statement and that we are extremely lucky to have purchased cur
security at such a low price. ‘
. A year ago the Japanese menace was finding its way nearer and nearer to
India and our defences were certainly not strong enough to withstand u major
attack. Later on, the then advancing German armies were threatening the
Caucasus, almost the gateway to India. Today the Germuns ure retreating and
on the eastern side our country is well armed against any onslaught as we heard
in the Budget speech. All this was achieved by spending lexs than a fortnight's
: expenditure by the United Kingdom on the war. It appears chat-
perhaps it is not o bad proposition for Indin to be within the orbit of
the British Empire. ' '

Coming to the important point of the position of currency and prices, T must
point out that Government’s monetary policy has been much eriticised Yocently.
Mainly, two lines of reasoning have been put forward.

In the course of this war Government hus accepted stefling from the Allied
nations in payment for purchases from India and private oxporters have .lso
sold their goods against sterling. Consequently very large umounts of sterling
have aecumulated in the Reserve Bank. Part of this sterling has been utilised
in the repayment of our sterling indebtedness. On this point there is unanimous
agreement that the repatriation of our foreign debts is a permanent advantage
to India. Acainst the balance ef sterling worth about 875 crores, rupee notes
were issued bv the Reserve Bank to pay for the purchase of the goods exportcd
and also for the expenditure incurred for war purposes in India. According to
one school of thought this expansion of the rupee note issue has caused inflation,

1ru,
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and this inflation is the cause of the rise in prices. They emphatically propose,
therefore, deflationary measures to be taken.

The other school of thought maintains. that there is no inflation and the
new currency issued since 1939, i.e., about 400 crores are necessarily absorbed
by demands of internal finance of & war time economic structure. The advocates.
of these urguments come to.the conclusion that India in a war needs an expansion
of currency for the smooth running of its business machinery, and explaing tive
hlgh price level by the scarcity of certain cominodities. The onclusion drawmn
is a demand for more production.

It is, Sir, somcwhat difficult to come to u balanced conclusion amongst these
conflicting theories. I am neither an economist nor a statistician, but beiag
accustomed to denl with large scale industrial and business matters it appears to
me that there is a more practical approach possible. In fact, there are two
reusons. why prices are rising. ‘

First of all, there are matter of fact reasons for the rise. Large purchises.
by Allied nations, large exports on private accounts, scarcity of imports and more
money in the pockets of the people by a necessary and unavoidable expansion of
currency. The Honourable the Finance Member has pointed out these factors in
the first purt of his Budget speech.

On the other hand, the excessive rise in prices is mainly due to hoarding
and speculation.  There is no doubt in my mind that, as in every war, to a

certain extent the present rise in prices is unavoidable, but I am sure that the -

sudden and abnormal recent increases ure caused by an unreasonable prcpaginda
about inflation. In thig connection, T am astonished to read the presidential
address of Sir Tracy Gavin Jones at the annual general meeting of the Nor-

thern India Chamber of Commerce. Sir Tracy is speaking about a curren:y

inflation which 1s, according to him, developing alarmingly. Now, Sir, anybody
who studies our budgetary and monetary position carefully is bound to irel
that there is no reason for such an alarm. Tt seems also that Sir Tracy forgets
that a very great deal of silver rupees have been hoarded which formed in
previous years o large part of currency in India, where the bank note and cheque
hubit is still in its infancy. The velocity of cash and notes is also bound to be
slower under the peculiar ‘Tndian war circumstances, and special'y in remote
places. Notes and small coins have been hoarded too in considerable quantities.
Large amounts, possibly up to 100 crores, are also being held liquid and idle
now by taxpayers for payment of income and excess profit taxex, as well as
excise duties.

All these facts prove conclusively that the monetary situation is sound at
«present. As regards the immedinte future, however, I also believe that with
all foreign debts repaid, if further sterling accumulates, as it will certainly
happen, some safeguards against inflation will become imperative. The United
States of America, for instance, could surely send a fraction of its immense geld
and silver reserves against their. purchases made in India. Some action might
also be taken agninst excessive hoarding and speculation. A somewhat lower
price level would induce hoarders to release some of the uccumulated goods.
The food rituation would improve thereby, the cost of war would decreare and
50 the lot of the masses would be bettered.

1 turn now® to the measures dealing with the gap caused by the forecastad
budgetary deficit of about 60 crores which T may say is not much in the fourth
and fifth \ears of the war. The introduction of un exeise duty on tobacco is a
right atep Smoking is certainly a loxury, and it is just to tax a commodity
which is not an essential necessity and wblch is, in fact, heavily taxed in mnst
countries. In fact it was long overdue. The balance of the deficit is proposed
to he covered by borrowing, and it is indeed very satisfactorv dge two reasons.

e

.

.
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Firstly, it is just to spread the burden over a larger period, and secondly borrow-
ing is a deflationary measure. .

The very sound budgetary position, the present level of Government securi-
ties, and the victories of the Allied nations are bound to encourage investments
by the public in Defence Loans and thus help the Government in miintaining
good ways and means position. Fresh investments must come from savings
and they can only come if unnecessary expenditure by the public is deferred.
As more money is put in Defence Loans, the victory comes nearer.

Concluding, Sir, I maintain that victory is the primary consderation. It is

unnecessary to explain what defeat would mean to our country>» No war can bhe
fought without some disadvantages. India has suffered less than many other
countries and gained great economic advantages already. It would be fatal if
alarmist views find currency. I hope better counsel will prevail. .
. Mr, Muhammad Nauman (Patna and Chota Nagpur cum Orissa: Muham-
madan) - Mr. President, Sir, as I rise to discuss the general finances, I frankly
confess to a feeling of frustration and even futility. In matters that matter most
decisions have already been taken and for all our pains the chances of influencing
‘these decisions are practically negligible. However, I will try my best to give
the point of view which is being shared by the majority of people in this
courtry. ’

From the purely financial point of view, four or five issues dominate all the
rest, and yet the irony of fate of the nationuls of this country is that it is practi-
cally on those issues that we can influence the Government the least.

Take for instance the financial settlement between His Majesty’s Govern-
ment, and the Govermment of Indin. Is it open to us to make any useful sugges-
titos? We are presented with a fait accompli and all we can do is to spend
our fire and heat on a dead issue. In any country but India, a settlement "of
such dimensions involving hundreds of millions of sterlings or, in other words,
hundreds of crores of rupees could not have been negotiated und settled behind
the back of any legislature. The Honourable the Finance Member made a trip
to Englund and came back with a document saddling the present generation
and posterity with a burden well nigh beyond the strength of our poor backs to
bear. I do not want to enter into a discussion as to the per cepita wealth of
Indiu or the financial stability of England, but T think the Honourable the
Finance Member himself knows how hard it is for & poor country like Indin at
the present moment to bear that burden with which he has consented to saddle
us with. Apart from the original settlement n revisioh was secured under most
unsavoeury circumstauces. Looking to the apportioning of the Indian share, I
doubt whether the principle that we can pay only for our own soldiers, reguired
for our own defences, was kept in mind. This House has been denouncing the
maintenance of “the British and white soldiers in India and my Leader, Mer.
Jinnah, made a very strong protest on many occasions on this issue. T would
like to refer to one of his speeches delivered in 1924 on the oceasion of  the
General Discussion of the Budget in this House. He quoted from Mr. Bonar
Law the then Prime Minister of England who also agreed prima facic that the
maintenance of the white soldiers in Indin was more for Imperial purposes than
Indian and, therefore, India could not be saddled with expenses on this account.
This ix what Mr, Jinnah said :

“Proposition No. 3 is one which I will read to this House and is in the words of 2
great authority who now happens to he the Prime Minister of England .at -the present
moment. And this is what he says: '

‘A large part of the Armv in India, certainly one half, is an Imperial ®Army, which we
require for other than purely Indian purposes and its cost therefore should he met from
Imperial and not Indian funds. A self-coverning India would .no doubt insist upon bearing
some definite share in defence, but like the Dominions it would settle how much it ought to
bear. It wonld adjust the cost to its means and it would decide in what form it was to make
its contribntions—nerhanps an Indian recrnited Army. In any event, the plan by which
India vavs for an Tmperial Army stationed there without in any way determining its policy
is as had ar it ran be. Tf the existine system of Imperial Defence is to last. the whole
cost of the British army stationed in India shonld he harne hyv the Imnerial exchequer’.”

[ ]
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Mr. President (The Honourable 8ir Abdur Rahim): ' The Honourable Mem-
ber should not rcally read that speech in extenso. The speech was deliverea
In th: Legislative Assembly and it is in the Debates.

Mr. Mubammad Nauman: It is a quotation.

Mr. Presudent (Lhe Honoursble 8ir Abdur Rahim): The Honourable Mem-
ber should advahce his own arguments, .

Mr, Muhammad Nauman: Thus, 8ir, it is clear that even the Prime Minister
of Lingland did feel thut India could only be saddled up to its capacity and up
to its means. 1 wunt to know whether the Honourable the Finunce Meuaber had
this i1 mwind in wpportioning our quota or was it only 8 command from His
Majesty s Government. 1 feel, Sir, that a proposal from His Majesty's Govern-
men. in England to the Government of India is in reality a command. The
Government of India constituted as it is today is hardly an independent agent or
even o disinterested agent. Well, the settlement was revised. The Govern-
caent of India may be relieved that the Sirkar's firman was not more exorbitant
thun it could have been, but when they expect us to share their relief or even
Jjubilation, they are certainly meking wus realise our own helplessness more
intensely than on any other occasion. To us it is an imposition, not so much
because it may have been very much different if we had a real wvoice in this
matter, but becnuse we are utterly voiceless and helpless in these matters, to
negotiate ag a responsible Government with another responsible Government.
Any burden put under these circumstances is an imposition pure and simple.
Settlement without the consent of the people of the country ean never be
termed os settlement as the bargaining capacities were .nade important by
.making this country voiceless.

Now, 8ir, 1 come to the other point. Hurdly less sordid is the story of the
sterling balances. While the Government of the United States of America and
other South American republics insisted and secured better terms from the Gov-
ernment of England, while even the subordinate und insignificant Government
of the Dominions and Colonies like those of Canada, Australia, South Africa and
Kengn secured better terms and refused to trade but on gold or liquidation of
investment basis, the supine Government of India accepted evén without a prick
of consgience payments in sterling and feels eatisfied with the discriminating
treatment meted out to this country in comparison to Dominions and Colonies
w0 far ag payment and method of payment is concerned. As was natural but
unforeseen, at any rate in the matter of its volume, the balance multiplied and
it was only when this had nssumed alarming proportiong and public opinion had
‘become insistent that measures began to be taken that should have been taken
as a matter of course, which were being tuken by other Governments from the
very beginning or at least much earlier than the Government of India made any
weeture in this matter.

Very important consequences flow from the supine policy followed by the
Government of India:

dl. An invaluable opportunity was all but lost to deinvest foreign interests in
{udia,

2. A flow of precious metal, gold and silver, so much hankered after by our
nationals was deliberately stopped by accepting payment in “‘sterling” in
England.

8. Inflation in currency came into effect, an avalanche of ‘inflation was let
locse here. '

4. An immense balance in an unstable form has piled up.

5. A fair chance of having a surplus balance in countries other than Engalnd
to help the post-war reconstruction in India was sacrificed for nothihg.

India is being placed in a position where she will lose her bargaining capacity
with the other countries, she will probably have no choice but to buy from
Fngland to liquidate her sterling balances in England and then she will once
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again become the dumping ground for British goods in liquidation of the sterling
balances invested in His Majesty's securities. India will have no choice in
selecting her markets but she will have to purchase only from England whether
it suits her or not. Fortunately there is yet time to mitigate these evils but
unfortunately our destiny is not in our own hands. Is the Government of India
conscious of the responsibility it has in this matter? 1 do not know whether the
Government of India would be prepared to look into these things with a due
sense of responsibility. Unfortunately we babes and imbeciles must suffer from
the decision of our socalled guardians und custodians who are unfortunately not
even independent Agents at all and who cunnot even force their own conscious
arguments on issues so vital as these.

Admirable studies have been made in the ways of utilising the sterling
balances. I have received pamphlets containing opinions of different commer-
cinl bodies which 1 hope are certainly in the hands of the Honourable the
Finance Member as well. Warnings have been issued that sterling is no longer
a [ree currency and nobody can forecast the position of sterling in post-war times
probably it may even be beyond the control of the Government of England to
actually control the -position of sterling. Xven under the controlled conditions
ay present the sterling has alregdy depreciated in value. That it might depre-
ciate further, nobody can forecast. Then there are dangers in piling up our
balunces in an unstable form. But to ull these, the Honourahle the Finunce
Member turns a stiff neck and says ‘‘I cannot share the anxiety of those who
appear to regard the surplus balances as almost in the nature of useless usscts”.
Thank you, my friend for pointing out that our balunces are not useless. Thank
You for removing the scales of ignorance from our eyes and making us sec that
what we hold is a sterling security and not just a waste paper. You are right in

not sharing the anxiety of those who regard that very valuable sterling usset as

useless. I certainly am ulive to the fact that it would be not correct to say that
it would be uselese asset, but does the Honourable the Finance Member realise
or share the anxiety of those who would not put all their eggs into one hasket.
Does he share the anxiety of those who do not remain unperturbed like him on
secing the bullion or gold reserve of the Reserve Bank sinking to nothing—n
reserve of about 44 crores worth of gold to bauck up the huge currency of this
country. You can calculate for yourself what propertion it has got. Do you
share the anxiety of thcse who would rather hoard grains, coins, anything
tangible rather than this invisible sterling balance in England to back the cur-
rency in this country. You do not share the -anxiety qf those who regard sterling
as useless, but do you not share the anxiety of those who want that our invest-
ments should have been in other parts of the world as well by which our buying
capacity should have remained in a far better position than what it would be if
the investments are only to be in one and only place, that is, England. 8o far T
have dealt with the important financial questions in the Budget.

Now coming to the budgetary proposals, although T do not want to indulge
in any sort of congratulations, yet, I do feel that so far as the main policy is con-
cerned, it is quite satisfactory. With a deficit of 60 crores, there was no possi-
bility of doing anything but to apportion the burden between the present genera-
tion and posterity, so that posterity will bear 2/8 of it by way of loan and the
present generation bear the rest by way of taxation. T certainly aporeciate the
choice which the Honourable the Finance Member hag made. He has made a
good selection in the matter of imposing taxes. He has taxed tobacco, and
vegetable ghee. 1 submit these commodities should have beefl selected even
earlier. T have been stressing that tobacco shnuld be taxed probnbly for the past
four years. T did make that sugeestion in 1989, 1940 and probahly in 1941 also.
T arn elad_that the Honourable the Finance Member has nfter all come out with
taxation on them. Of course, some of my Honourab'e friends have enmmentad
against it. Unfortunately all the proposala of taxation are such ss would rome-
how or other create some resentment in some quarter or other. Although T have

L]
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spoken very much against some of the principles involved in the financial issues.
which have been settled against the interest of India, yet I cannot but say that
the choice of taxation and taxes is quite satisfactory. With these few remarks:
T tnke my seat. .

The Assembly then adjourned for Lunch till Three of the Clock.

The Assembly re-assembled after Lunch at Three of the Clock, ‘Sir Cowasjee
Jehangir (one of the Panel of Chairmen) in the Chair.

Hajee Chowdhury Muhammad Ismail Khan (Burdwan and  Presidency
Divisions: Muhammadan Rural): Mr. Chairman, I rise to offer a few remarks
on the Budget which was presented to this House the other dav by the Honour-
able the Finance Member. This is the fourth war Budget which has been
presented to this Honourable House and in spite of its shortcomings which I
shall deal with later, I must express my appreciation of the way the Honourable
Sir Jeremy Raisman has managed the financial affairs of this great country.

Sir, according to the Honourable the Finance Member, India is confronted
with a deficit of Rs. 60°29 crores durne the pext vear, which he pronnzes to
make up partly by fresh taxation and partly by borrowing. Taxation is always an
unpopular feature of a budget. This is a very poor country and it has already
been burdened with such high taxation that I doubt very much if the people of
this country can bear fresh taxation'any more. What is really needed is not
adding fresh taxes on the already over-burdened people, but a policy of curtail-

ment of expenses ac far as it is conveniently possible without detriment to
India’s war effort.

Sir, the Honourable the Finance Member proposes to levy excise duties on
tobacco and vegetable products. He may thiuk that tobacco is a luxury to the
poor people of this country, but T must tell him that to them, and specially to
the working classes, it is not a luxury hut a necessity, as after the day’s hard
toil they find a soothing effect to their aching bodies and minds bhv a emnke
of hukka. If he considers it at all a luxury, it ie the only luxury that India’s
poor enjoy. The tax on tobacco is really a tax on the poor. This excise duty
on tobacco will also be a great hit to the tobacco growers. I must emphatically
protest against the imposition of this tax, which will add a great burden on the
already burdened people of India. 'T hope that the Honourable the Finance

Member will drop this dnfy and will seek another avenue to make up the amount
thus lost. .

Next, I come to the excise duty on vegetable products, which necessarily
include Vanaapati ghee. It ie a common knowledge that owing to high prices
and unavailability of ghee, the poorer sections of the community have to depend
on Vanaspati ghee. This again is a tax on the poor who are already eroaning
under heavy taxation. The prices of ghee, owing to the imposition of this
excise duty, are bound to go up and so the Honourable the Finance Member
will be depriving the people of the only nutritive thing which they take.

8ir, the most common tax to which the Honourable the Finance Member turns
his attention every year is the tax on incomes. Although there is no change
in regard to incomes up to Rs. 5,000, I do not think that there was any justifica-
tion for the increase of surcharge on incomes over Rs. 5,000.

Sir, T now furn to the incrense in postage rates. The increase in the rates
of parcels: will again hit hard the people at large, as only ordinary and common
persons send parcels of lesser weight. The increase of two pice on a tola or
fraction thereof exceeding one tolu in case of letters will generally hfidet the
business community and this coupled with the increase in the surcharge on
income-tax and super-tax is bound to be greatly resented by them. I may add
here that this has verv little justification as the department is a department of
public utilitv and has nlready been making enormous profits. :
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Let me say n few words about defence expenditure, and especially the
financial settlement with which the Honourable the Finance Member dealt in
his Budget speech at great length.- While the original terms of the settlement
entered into in November, 1939, were not very unfavourable to the Indian tax-
payer, the way in which, ns a result of expansion of the armed forces of the-
country and the complicated situation arising out of the presence of U. 8. Army
and other troops in this. country, it is soughi to apportion the expenditure on thé
basic of joint war measures and so on, may result in saddling India with a far
heavier expenditure thar would legitimately be debitable to her. I earnestly
hope that, the Honourable Member would keep the, interests of Indin and her:
capacity to pay in the forefront before he finully ugrees to any such apportion-
ment. In any case, 1 am Bure the House should mske it clear that it has had
no hand in the commitment which the Honourable the Finance Member may
enter into. - .

As regards the large accumulations of sterling to India’s credit, warnings
have been issued both from the-press und the platform and by previous speakers.
in this House, that they should not be frittered away by being kept in England
without any conditions as to the terms of their ropayment, but every effort
should be made in order that, in the immediate post-war period, we may not
be handicapped in making our purchases of muchinery and other heavy articles
which will surely be needed to rehabilitate industry, in the cheapest market,
without being tied down to the apron strings of Englund.

Sir, before I sit down, I appeal to the Honourable the Finance Member to
show at least some sympathy to the poor pcople of this unfortunate country .-
by revising his policy of placing high burdens of tuxation on their shoulders,
and, if, in spite of the unanimous demands of the representatives of the country,
he persists in' doing®so, the responsibility for the consequences will be his and
his alone. Tn his enthusiasm to raise money to make up the deficit in the
Budget, he must see that the poor and ill-fed people of this country are not
deprived of their daily bread and other bare necessities of life. With these-
words, I conclude my speech. ' v

Khan Bahadur Mian Ghulam Kadir Muhammad Shahban (Sind Jagirdurs
and Zamindars: kandholders): Sir, the Budget on which the present discussion:
iz taking place coincides with a unique period in the history of this country.
This Budget will constitute a landmark in the financial history of India for two-
reasons.

" The first is that, after being a debtor country for over a century and a half
India is starting on a new career as a creditor country. Without war's inter-
vention it is doubtful whether such a phenomenal change in the financial status
of this country would bave been possible within a century. India’s transition
fvt;)m a-debtor to a creditor country has been indeed a sublime spectacle of the

ar.

_ The other reason for.my regarding the Budget as a memorable event is, that
in spite of a budget deficit exceeding the total budget of a pre-war year, and in
spite of heavy tuxation and unprécedented war expenditure, the country has
stood the strain of war well.

We can, I believe, afford to look back upon the three ind half years of war-
finance with a feeling of relief and satisfaction. But during the year that is
now ending certain fortes have been at work inspiring fear, causing grave doubts
and creating gloom in the minds of the people. Tt is felt, I think quite rightly,
that the difficult tasks of war-finance have only*just begun. 8q that our expe-
rience of the immediate past should not mis'ead us into taking n course of smooth
sailing in the coming year for granted. Dark clouds have been gathering on-
Irdia’s economic horizon for some time. While the Honourable Member has
deprecated loose talk and wild exaggeration, he has not succeeded in inspiring
confidence. Nor has he sucgeeded in proving that loose talk and wild exaggera-
tion are baseless. And as such he has not come forward with any proposals for

dealing with the emergency which the public thinke is imminent.
[ ]
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‘Ihis, Bir, ig extremely untortunate. 'I'he people are.guided by the hard
realitieg of life and no Government can afford to ignore the reactions of the
people to these rcalities by explainng them away. We are today in the midsv
of a coutroversy which I remember raged during and after the last War too.
1 am not fond of controversy for its own sake but, Sir, I believe with Coleridge
that **Never doth an important truth spread its roots so wide, or clasp the soil

..o stubbornly, as when it has braved the winds of controversy.”. Permit me to
say, Sir, that the Honourable the Finance Member has shirked to face the prob-
lem of monetary inflation squarely. 1 am not surprised because Gayernments
all over the world have u tendency to look upon inflation as a charge against
their conscience. And no Government would plead guilty to a charge of

".deliberate inflation. But to my mind, Sir, inflation is an economic phenomenor,
which may happen in spite of Government’s best igtentions. It is not“a moral
issue—at any rate, not in this country at present. 1t is no consolation to be
4old that ‘‘there is not the remotest risk of inflation of the nature and on the
scale ‘which occurred in some of the countries—which suffered utter defeat n
the last war.”” That, Sir, was both an inflation and a deluge. Must we then
pernit the tide of inflation to risc so long as we run no risk of suffering a deluge?
Anl yel we are told not to aullow ourselves to, take too pessimistic. & view of the
currency expansion that has taken place so fur and that may be expected in the
future. In 1989-40, the note circulation in India increased by 47 crores. In
1940-41 by 15 crores. In 1941-42 by 142 crores. In 1942-43 it has already in-

-creased by 230 crores. 1f this rate of expansion is maintained may we expect
the note issue tp expand by another 400 crores in the coming year und exceed
the 1,000 crore mark. . And all this expansion is exclusive of the addition of
rupee coin, rupee notes and subsidiary coin. 1 do not say that the expansion
of currency is per se objectionuble. I agree with the Honourable the Xinance
Member that ‘‘all the expansion and intensification of Government’s War activi-
ties involves cash payments to un everwidening circle of recipients in return for
lakour umd raw taterial or services.” I also know that our note issue is well
~covered by assets-in accordance with the law and that no part of its expansion
has been necessitated by Government’s budgetary needs. I can assure the
Honourablé Member that he can have a clear conscience on that score. But the -
Honourable Member has been, I fear, sadly off the mark in observing that the
impact of an increasing volume of purchasing power ou a stationary or diminish-
J1:g volume of consumable goods is a temporary situation. But, Sir, 1 ask can
-8 situation be described as temporary in which business has been revelling 'n
prosperity in a bloated and diseased prosperity—at the very time when people
have been suffering the greatest privations and want of food.

In war time the renl test of inflution is to determine whether purchasing
power in the hatds of the public has increased simultaneously with the increase
-of wir expenditure. 8uch expenditure should include the expenditure within .
the country not only of its own Government but also that of the Allied Govern-
ments. 1t is the aggregate of war expenditure incurred which ig the proper
moaasure of the extent to which goods and services are requisitioned for purposes
of war und denied to consumers. So far as the expenditure of the Government
«of India is concerned, nearly all of it comes from the pockets of the people by
way of taxes and loans. As the Govermment spends more and acquires a greater
slice of the national production, less is left for the people to consume and also
‘less purchasing power is left in their hands-to spend. )

But in the base of expenditure on behalf of Allied Governments, the reverss’
is.the case. Greater the purchases, greater the amount of money left in the
‘hands of the people—money created agsinst sterling received in payment of
supplies. As these purchases intensify the shorlage of goods on the one hand,
thev inflate the volume of purchasing power on the other.. There is in this case
a hesd-on struggle between diminishing quantity 6f goods and services and an
increasing n flow of purchasing power. This is monetary inflation as clear as

¢
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day light in spite of Government’s clear conscience, in spite of Government’s
sound finances and in spite of the strength of our currency reserves,

Sir, sn embarrassing volume of free purchasing power has accumulated in the:
country. It is gratifymng to learn that the Honourable Member has recognised
in this, the crux .of the matter. We are experiencing daily the impact of this
free purchasing power on our standards of living. Such increase of money in-
comes, I must point out, is" a universal phenomenon. But it is fundamental
principal of war finance to adopt measures for draining it away. That is a
primary obligation of Government. To the extent that people neutralise their:
purchasing power by hoarding cash, this anti-influtionary-action is a compliment
to the people and not to the Government. It slows down the tempo of inflation.
It cannot check it effectively. But the potential danger of inflation becomes cumu-.
lative. The menace of inflation is not confined to what it is. Account must be-
taken also of its potential. Informed opinion in the country considers the present
price situation to be one of the galloping inflation. I am, Sir, inclined to agres
with this view. It is no consolation to be told that in the rise of prices we must
allow for the slack that it was necessary to take up. The initial rise of prices may
legitimately be accepted as healthy. But that does not make the subsequent
and continuous increase a matter for satisfaction, '

Sir, no Government can solve the problem of scarcity in war time. But every
Government has the moral obligation to prevent an undue expansion of purchs-
ing power in the midst of growing scarcity. The discharge of this obligation with
beldness becomes a mark of political sagacity, economic wisdom, social justice:
and inoral duty. I regret to observe that the Government of India have not
borne this task with boldness. So that, they have failed to maintain social
justice and confidence in the efficacy of their economiic policy. Inflation, Sir,
is the most insidious form of disguised and extremely regressive taxation,.
making the poor poorer, the rich richer and creating an illusion of prosperity.
Loose talk and wild exaggeration, hoarding and speculation are a product of
nsing prices and are in their turn fed by rising prices. It is a vicious circlo.
1f the Government possesses a sense of reality they ought to ponder deeply on:
what is and not what, in their opinion, ought to be. Land values have rocketed
sky high. Free purchasing power is secking outlet into a durable usset. Com-
modities all over are rising. The poor have begun to compare money with
dust. I um, Sir, a humble representative of people and in close touch with
thewr both in the urban and rural areas. I know what they are thinking and
feeling. The Honourable the Finance Member has, moreover, without perhaps
knowing it himself, prepared us for a further rise of prices. = A Government
whicls is serious about its anti-inflationary policy is guilty of inconsistency if it.
expects a higher yield from the excess. profits tax. The excess profits tax is ad-
mittcdly an anti-inflationary measure. How then can Government anticipate ».
higher yield in the coming year and yet succeed in holding inflation at bay?
The yield from the excess profits tax in the current year is 26 crores as against
an estimated yield of 19 crores. In the coming year it is expected o be 40
-crores. Kxcess profits are largely ua function of prices. Should the country
then cxpect the rise of prices to continue unchecked?

The source of the trouble lies in the arrangements in force, for making
rupze disbursements on behalf of His Majesty’'s Government and Allied Gov-
crnments. The Honourable Member has attempted to explain away theao
srrangements. He hag not denied that these arrangements have been responsi-
ble for the creation of a large volume of free purchasing power. To the extent
that our sterling balances have. been the basis of currency expansion, I fail to
understand the Honourable. Member’s observation that ‘‘ they have no bearing
on the internal problem’’. T have faith in our ultimate victory. But my faith
does not justify me in ignoring the present, in the hope that after victory the
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Governmnent of India will be in n position to pursue sound finuncial policies.

Mauy 1 remind the Honourable Member that no country, belligerent or neutral,
has pursued a currency policy similar to our own. No country dare'do it or’
tolerate o Government that dareg it. And yet we are asked not to take too

pessiluistic a view of the situation. 1 agree with the Honourable Member that

““in g common war effort the usual methods of settling international indebted-

ness in goods and services are not available’’. But surcly there are alternative

methods of doing so. Why have they not been explored more fully? The

repatriation of sterling debt has been employed in settling international indebt-

edness, we are grateful for it. But the end of repatriation should not mark

the end of our efforts. The country was expecting a bold pronouricement of

policy. It has been disappointed.  Government'’s silence itself ig likely ‘o

aggravat~ the inflationary forces at work. Co

Serious situations require drastic and bold remedies. The threat of inflation
dunrg war time must be taken with the same degree of seriousness as the
threat of war itself during peace time. And yet we have been served only with
pious hopes that the public would subscribe to the defence loans and abstain
‘from cousumption.

Mr. Chairman (Sir Cowasjee Jehangir): Honourable Member has only two
nanutes more, _

Khan Bahadur Mian Ghulam Kadir Muhammad ‘S8hahban: Inflationary
forees cunnot be held in check by such hopes. We need some action now and
immediately, to Lult the inflationary tide by preventing a further expansion of
-eurrency. 1f 1 were the Finance Member, 1 would, as emergency meusures, do
thres things. One to revalue the gold stock of the Reserve Bank of India. This
House will remember that the Reserve Bunk of India is the only central Bank
in-the world which still continues to va'ue its gold at the old rate of just over
Rs. 21 per tola. At that old rate the Reserve daunk is holding gold worth about
Rs. 45 crores. But to-day the market value of the Bank's gold is about Rs. 140
-erores.  Kven if this gold i8 valued at the rate at which the Bank of England's
gold i< valued, rumely, Rs. 42 per tola, its total value in rppees will be about
Rs. 90 crores,

Now, suppose we revalue our gold at the official price of gold in England.
Not that there is anything sacred sbout this price. - But 1 have no mind to
hurt the Honourable the Finance Member by suggesting anything un-English!
Well, we then nurk up the value of Reserve Bank gold at Rs. 90 crores. But
the Ileserve Bank could still pull on with gold nominally worth Rs. 45 erores
and th. rest worth about Rs. G5 crores at the present market price, the Bank
could dispose of in the market nnd cancel currency of equivalent amount against
it.  The disposal of this gold- would absorb Rs. 65 crores of purchasing power.
Tie sale will have an anti-inflationary effect. 1 can well imagine what the
.Honoviable the Finance Member will think of my idea. He will probably say
that no Government in its senses would agree to fritter away national gold
reserver like that at n time when a'l countries are conserving their gold stocks.’
‘T grant, Sir, that gold reserves are to be used in meeting emergencies only bus
T mainiain that an impending inflation is one such emergency. But it should
‘be remembered that gold sold will remain within the country. My proposal
has, thorefore. she sanction of the.requirements of the present time. Not only
that. It has got the merit of being an attractive business proposition which
should appeal tb any Government with a businesslike Finance Member like
my Hanourable friend at the he'm of affairs. The Government is required 1o
se'l haif {he Reserve Bank gold at thrice the price at which that gold was
ncquired.  After the war when it mav be expected the price of gold will fall,
the Bank, if it xo desires, would be able to buy back cheaper the gold sold now.

Mr. Ohalmml (Bir Cowasjee Jehangir): Honourable Member’s time is up.
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Khan Bzhadur Mian Ghulam Kadir Muhammad Shahban: Only one second,
Sir. 1 confzss, Sir, my remedy is most unorthodox. Had it come from an
suihority on finance it might have been regarded as extremely original,

Mr. Lalchand Navalrai (S8ind: Non-Muhammadan Rural): Sir, I really rise
with a beavy heart. The Honourable the Finance Member may be feeling
himnself very happy becausc-he has brought about a Budget which must have
troubled him very much. I think he must have spent several sleepless nights
t» extricate himself from the difticuit position in which he was,  I[ he asks
that I should sympathise with him because he went to England and there had
consultations with the British Government—in whose interests, I do not know—
and then came back, 1 will sympathise with him. But I cannot congratulate
Lim. There is no doubt that he took much trouble in going there, but he did
not take any of us into his confidence nor did he consider the whole situation
siong with some other responsible non-officials. He ought to have tuken into
his confidence at least those commercial members who are going to be hit or
affected by a Budget like this.

Now, Sir, the Honourable the Finance Member has brought about a Budget
with a deficit of 60°29 crores and he is asking us to consider it and to say how
it enould be valued. Of course, he has suggested his own ways and means by
which he wents to. balance it But I can sav this that we find oursclvas
helplers to extend to him any help to balance the Budget because at this moment
there are very important questions to be considered which had never frisen
‘before.

The first and the foremost is the question of repatriation. Then the second
guestion is with regard to the sterling #ccumulations and how to dispose them
-of: whether they should remain in England or not. Then there is a question
of lease and lend arrangements for India. This is also a very important ques-
tion. Tken we have local questions also, such as dearness allowances to be
given and production and supply of food. These are all questions which cannot
be 8ecided by merely bringing in budget and saying, ‘‘well, we have decided
thie way, and you must seccept it'’. I submit that is a wrong way of doing
these things. It is not a right thing to say, because war is gbing on, therefore,
Goverminent think that they will decide for themselves -and make us to agree
to what they decided. T am afraid, that is not the proper way. We should
not do that and vote in dark. The Honourable the Finance Member wants
that this deficit should be met by taxation. He knows it fully well that taxa-
tion ip this country has reached an extent heyond which it is not possible for
the piblic to bear. He knows it well, still the Finance Member comes and
says that Governinent require this money owing to the exigencies of Lhe war,
I should like to ask him, why tax people at this time when they are suffering
under several disadvantages on account of the war. Formerly, when there
was any deficit in GGovernment budget, people were asked to give monetury help
and taxation was resorted to very rarely. At present when the people "have
not got sufficient food to eat—there is 80 much scarcity of food and prices have
gone up—it will prove ypur shortsightedness if you resort to taxation. Tour
kinds of taxation have been proposed. So far as income-tax is concerned, I do
not think that income-tax should be inerensed ut all.  Tncome-tax is a dircet
taxation and it is already very high: it should not be increased, because it has
been inereased from time to time.  Frash proposals are bound to place heavy
burden npon the people. Tt may be aruged that income-tax rate has been
inereased on incomee of five thousand and above, and it would nnt affect the poor
people.  The point is this: there are other persons also of whotn the Honour-
able the Finance Member should think. There is a middle class and an
industrial class. They will be hard hit by this increase when vou alsno want
money from them on account of war. You are getting apathy with them
rather then svmpathy by this taxation. FExemption limit of five thoysand is
not going to be of much benefit to the middle class and the industrisl class.
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Conditions today are not certainly the same as were in August, 1989. In August,
1089, the index number of the wholesale prices in Calcutta for all commodities
was 100. In January, 1943, the index number stood at 254.  The reul income
i¢ less than half. Under these conditions the imposition of 8 new tuxation is
nothing short of adding insult to injury.  Govermment has got a great credit,
it is no use raising 20 crores by taxation. They can print any number of
currency nctes.

The Honourable Sir Jeremy Raismen: I an going to pocket all this insult.

Mr. Lalchand Navalrai: You have got to do, because you have not taken us
into confidence, otherwise we should have congratulated you. It ig a deficit of
20 erores which you intend to make up by taxation. You are going to borrow
to the extent of 40 crores. 1 suggest that you should borrow this 20 crores as:
well.  Government have got their credit with the Lease and Lend business and
with the British Government That being the case, why put poor people tn
unnccessary trouble by raising this income-tax rate? - ' -

With regard to the question of postal rates, I do hot see any justification
for an increase in these rutes. There is a surplus in the Postal Depurtment.
The Pogtal Department is, of course, a public utility department und has been -
making profits for a number of years, I need not go into details of these
figures. Perhaps the Government is forgetting that it is not the function of a
public utility department to go on increasing its profits. The following figures
show the annual surplus in ‘the Department:

(In thousand of rupeed.) (In thousand of rupe
1R34.36 . . 37-94 - 194041 . . 1, ",JO )
1935-36 . . 47 1941-42 . . . 3,40,63
19.46-37 . 11566 1042.43 . . . 4,2 07

194344 . . . 83817

On comparison of these figures [ feel that there is no justification for raising
the postal rates.  Why raise to one anna over one tola. That hits very hard
to the people. I do not think that the Honourable the Finance Member should
persist in that. Of course, amendments will be given, and at that time these
questions will be considered in detall.  Any how the Finance Member should
consider that these are the things which do not give good name to the Govern-
ment.

With regurd to the tax on tobacco. Well, Sir, I am not a smoker myself.

The Honourable 8ir Jeremy Raisman: I am.

Mr, Lalchand Navalrai: I would agree to that tax. If any tax is to be
levied, I would agree to the levy of tax on tobacco. I see that the habit of
smoking is growing rapidly ainong Indians. There is a large majority of people
who smoke and 1 Lave no sympathy with them. There is also another thing.
I mean bridge-playing. To put an end to this thing T wanted to get a piece of
legislation, but nobody would help me. Ieople play bridge the whole night.
and go on smoking. What I mean to say it this: so fur as tobacco is concerned
it is really a luxury. 1 do not think it is a necessity. People have become
habituated to it. Very good, have the tax from them. I will not object to your
having more from them. T do not think even then they will decrease smoking-
I am guite sure this will affect their health, but yet they will not give up smoking.

Mr. Jamnadas M. Mehta: T am willing to pay. . \

Mr. Lalchand Navalrai: For that luxury, you must pay. If you also give-
up amoking, that will do you good, yon will feel us T feel. _ :

Mr, Jamnadas M, Mehta: What about the poor man, who smokes hidi,

Mr, Lalcand Navalral: Bidi is stinking. Tt leads to asthma and other
diseases of the lungs. )

An Honourable Member: What about slums where the poor people are living.

Mr. Lalchand Navalrai: Yes, the slums also should be removed. - 1f it were
in my hands, T will remove them also.
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Now. I will say a few words so far as other considerations of the Budget ure
concerned. 1 wish to say a few words about sterling repatriation and also
about accumulation. We are completely in the dark as to how the settlement
Fas been made. We are not told even now what are the assests left in
England pertaining to India. We are not told how much remains still to be
repatriated.~ ‘

The Honourable Sir Jeremy Raisman: The figures are all given in the Budget
speech.

: Mr. Lalchand Navalrai: I should like to understand from the Honourable
the Finance Member when he .gives the reply to tell us plainly because those
figures are all puzzling and we may not be able to follow them fully.

The Honourable Sir Jeremy Raisman: I am afraid I can only give. the
Honourable Member figures, I cannot give him capacity to follow. .

Mr. Lalchand Navalrai: The capacity will come the moment you give the
figures.  1f you give the figures, you will see how I cross-examine you.

The Honourable Sir Jeremy Raisman: My tuition fees are rather high.

Mr. Lalchand Navalrai: My point is that we are not in possession of sufficient
materials to satisfy us and which would give confidence to us that we are really
allowing a Budget to be passed which should be passed.

With regurd to the defence expenditure we are told that the present financial
settlement still holds good and that all expansions in land forces of Indin must
be considered as one of joint war measure and that the cost should be divided
in a certain manner which has been given by the Honourable the Finance
Member. We are told that this arrangement is equitabld and that the method
of dividing the cost of this joint war measure has great advantages not only of
*‘simplicity and administrative convenience’’ but also of ‘‘minimum of account-
ing” and ensures ‘‘that effective financial and administrative initiative and
authority for these measures was located in India’’. The method may be
simple, quite convenient from the administrative point of view, may involve
minimum of accounting and yet may not be quite so equitable as the Honourable
the Finance Member makes it out. The revised estimate of defence expenditure
for the year 1942-43 amounts to Rs. 1,89,75 lakhs and Rs. 49,14 lakhs under the
Revenue and Capital heads respectively. = For 1943-44 the expenditure is put at
Rs. 1,82,81 lakhs and Rs. 16,85 lakhs under Revenue and Capital portion rés-
peciively. Now, Sir, I find that the statement of expenditure for the past few
yeurs has nlso been given to us. From 46 crores in 1938-39 the net expg¢nditure
has risen to Rs. 189 crores and 183 crores in 1942.43 and 1943-44 respectively.
It should be noted that these figures do not include the capital portion. Wil
it be seriously argued, may I ask, that Rs 188 crores for 1942-43 and 127 crores
for 1943-44 budgeted as Tndia’s war measures are requjred only for India’s
safety? The provision that Indiz should pay for raising, training and equip-
ping from India resources of all land forces raised in India as long as they stay
in the country and are available for local defence of India and when they leave
for overseas His Majesty’s Government would assume sl further liability is by
no means to this country.

Mr. Ohairman (Sir Cowasjee Jehangir) : The Honourable Member has one
minute more to conclude his speech.

Mr. Lalchand Navalrai: Very well, 8ir. On the face of it and according to
the statement of the Finance Member himelf, it is quite clear that a very large
purt of the land forces is raised not for India’s safety, but for the safeguarding
of the British Empire in the East,

led Chairman (8ir Cowasjee Jehangir) : The Hopoursble Member must
conclude. . ’ T

Mr. Lalchand Navalrai: 1 will, Sir. It is an open and acknowledged fact
that India is or is going to be the base for all offensive in the East. That being
80, it is hut fair that even when the army is being raised and trained in this
country, a considerable part of the expenditure, in fairness, must be met by
His Majesty's Government. ' R e e

1
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. Mr T.T. Krishnamachari (L'anjore cum Trichinopoly: Non-Muhammadan
Rural): Bir, at the outset, I should like to offer my congratulations to the
Honourable the Finance Member on the extremely clever performance to
which he trcated this House last Saturday.” I must also congratulate him
for the suavity of his language and the suave manner in which he unfolded a
distressing tale to us. Sir, I do not propose to deal at length with the new
tuxation proposuls that were unfolded by him the other day. In point of
fact, they pale into insignificance compared with the financiul implications of
the budgetary proposals' that were made known to us. There is, howevcr, oie
point, 1 should like to mention about the new taxes. Apart from the ques-
tion of burden that they impose on the people of this country, it would be a
mutter which would bear investigation whether the Central Gov\ornment should
go ou progressively increasing its excise duties to the detriment of the revenues
of the Provinces, Provinces which need more revenue and whose sources of
-acome are uotoriously inelastic.

Sir, with regard to the major implications raised by his proposals, I should
ilke to confine myself to those which relate to war expenditure, particularly
those which relate to allocation of expenditure, and secondly to the question
of lease and lend and thirdly and lastly to currency -policy and sterling
balances in London.  8ir, the Honourable the Finance Member sought to
persuade us into the belief that these joint war measures and the allocation
thereof which were decided by a settlement between the United Kingdom
and the Government of India in 1989 were not quite equitable, and naturally
he was impelled to intercede on behalf of India by the relative poverty of this
country, I am not in a position to go into details because of lack of informa-
t.on other than what was disclosed to us. But I would like to ask a question
or two on this matter of equity. The House will like to know about the
allocation of the expenses of raising men of British-birth who were employed
it commercial firms and in other civilian occupation in this country, to officer
the Indian Army. Are these expenses being borne by the Indian Government?
T might also ask what pprtion of the cost of the European Army in India is
being borne by the British Government, specially in view of the now notorious
statement which wag made in the House of Commons sometime back by Mr.
Winston Churchill that the strength of the British Army in India is the highest
that it ever was, Sir, that speech of Mr. Churchill gives the clue to the situation.
I agree that we are a subordinate country; I agree that the Honourable the
Finance Member is placed in a difficult position and I sympathize with him.
Hir cllegiance is definitely to the Imperial Government which controls the
destinies of this country and it is certainly a matter to feel thanqul that the
Honourable the Finance Member, considering his association ‘with this country.
sprends over perhaps & quarter of a century, has tried to make the blow a
little less severe. 1 could see that he sympathizes with this _country and _that
is probably why there are no real harsh words against India and Irdians,
acainst movements in India which are the customary feature of the pronounce-
ments of Government Members in this House. Sir, I would like particularly an
puswer to that question—with regard to raising of British Officers in this
country for the Indian Army. I might mention for the benefit of .the House
that ariv man whose services can be spared—people from commercial firms—
is immediately made into an officer irrespective of the fact that he has had no
previous experience of how to run a platoon or n battalion, and merely because
of the colour of s skin, and nothing more. S8ir, is that a joint war measure,
and if not who bears the burden? . . .

Another point on which I would like some enlightenment is this.  The
Honourable the Finance Member mentioned to us that in the matter of the Indian
iroops which are sent overseas, the cost of raising, thg cont_of tm'ining. the
‘cost ‘f equipping them with such resources as are available in India, are all
borne by the United Kingdom the moment they are sent overseas. It does
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not look very pleasant to hear that this army is treated purely ag mercenaries and
as such are bought for this' paltry sum which would cover training, raising and
pquipmg. In this connection what we would like to know is about the other
impucations that follow—their pensions, disablement, death, and what will
happen when they will come back to this country? I say, Sir, that the Finance
Member's treatment of that subject is a trifle inadequate and the House would
certainly like more enlightenment on this particular aspect of the matter,

Sir, 1 suppose convention demands that we should congratulate the Finance
Member or feel thankful that he has so far persuaded the great Government of
the United Kingdom to permit the settlement that was arrived at in 1989 to
continue subject to certain alterations which new factors in the war situation
have made necessary but which, however, are of far-reaching importance so far
as the financial burden to be borne by this country goes. Bir, that is all
that is told. We can ask no more, excepting to protest that this is in effect goiug
buck on the settlement. Take, for instance, the question of expunsion of
raunition and industrial factories in India for war purposes. Half the cost of
these factories is to be borne by the Indian Government and the other half by
the British Government. Well, the Finance Member might feel that it is
a matter for congratulation because he has achieved it, but is it really a fact
that is of material advantage to India? I might ask the Finance Member if
Le knows that prior to the coming into force of the Lease and Lend aid from
the United States when Britain was purchasing munitions and other equip-
ment from America on the Cash and Carry basis, if it was not a fact that the
Biitish Government was paying for the plant and other equipment which
were needed for the expansion of certain American industries. If Britain wants .
inunitions and other material from this country, naturally they have to pay
not only for the cost of manufacture but also for the expansion needed for
the purpose. And, Sir, is it right on the part of the Honourable the Finance
Member to hold forth that this. cost thut is borne by India is going to result
in lasting benefit for this country? What are these expansions of industrial
plant really worth and what will be the commercial value of this expansion at
the end of the war? That, 1 think, is a matter on which the House and the
neople of India are entitled to further enlightenment,

Sir, the next point is the question of Lease and Lend aid. The Lease and
Lend "business has been a complete mystery to us. Last year when the
Honourable the Finance Member was speaking in this House, Lie paid u great
tribute to the then Leader of the Indian Purchase Mission to U. 8. A,  Sir
Shanmukham Chettiar—and to his ability in handling the question for us in
America. I see, Sir, that that gentleman’s services are no longertbeing used.
I see also that the good work that he had commenced doey not seem to have
borne any fruit. Last year it was said that 42 crores of rupees worth of
indents had been placed. In fact a financial journal in India at the time of
the last budget sought to prove that the estimated deficit of 49 crores was
really no deficit at all because the budgetary. calculations had not taken into
account what we were getting by way of Lense and Lend aid from the United
States of America. Today we are not aware of, what exactly has been received
and what has not been received. This morning there was an announcement
on the Radio that material for the value of 29 crores of rupees or a little n.ore
had been semt to India by way of Lease and Lend. But what about 'the
peculiar position in which India is placed in this matter. We were told that
wrrengements are under way by which India would perhaps have a direct Lease-
Lend Agreement with the United States of America, but what was the reason
for all this delay. Why, if we cannot have direct negotiations with the United
Btates of Amerios, should we have in the United States an Agent General and
a Purchase Mission? I am told that if today an Indian officer has to be sent
by the Government of India to the United Btates of America, even his ereden-
tials have to be furnished by London. He hus to go to London first to obtain
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hje credentials and then proceed to the United States. If that ig the status
which India occupies in relation to the United Btates of America, what is
the use of all this paraphernalia of an Agent-General and the like which is a
burden on the¢ Indian tax-payer. I would like the Honourable the Finance
Member to tell us the exact position today: How much have he received;
how much worth of indents have been placed; and whether there is any chance
of receiving anything further. Rumours are afloat that nothing has been
received in regard to certain types of equipment which are urgently needed
today in India. Indents are there, and there has been absolutely no response
to these indents because America is rather preoccupied with the manufacture
of their own war requirements. This position is unsatisfactory and what seems.
to be the result is that we are landed with liability for reciprocal aid.and we
do not know what we are really going to get.

Sir, T would like to refer very briefly to the question of our currency posi-
tion and sterling balances in London. The Honourable the Finance Member
has been good enough not to lay much stress on any particular aspect of
this vexed question. He did deny very casually that the Government have
been following a credit infiation policy. He did not deny the fact that prices
‘have increased, but he drew attention to the fact that at the time of the com-
mencement of the war optimum price levels did not prevail. It is a question
of just a suggestion, just u refutation rather than a definite challenge to those
people who have, as it were, showered criticisms on the Government. I conld
_understand the Honourable'the. Finance Member is rather chary of committing
himself to a position which would involve inaccuracy and that is why the
question wag merely touched by him. He said the Government are not
actively engaged in a credit inflation policy.

While saying this ‘the Honourable the Finunce Member emphasised the
fact that the lndian Government were bound in order to uid the war eftort to
provide the finance for the requirements of the Uniied Kingdom
and the Allied Nutions in this country. That, Sir, seems to be the
crux of the problem. And cleverly the Government of India have used 4 slogan,
a slogan 8o often repeated by Indian politicians, the cry of repatriation of
India’s debt. lconomists have during the early stages of this transaction
praised the Government of India for having followed a wise policy of repatria-
tion. The cry was we are no longer a debtor nation. As df that meunt any-
thing at ull. Here, Sir, was a c.ever use of the cry of the Indian politician
and academic Economists for repatriation, which has really served as a smoke
screen to hide the main issue. And what ure we landed with today? We fiud
ourselves in a position of having assets in London which are not realisable for
the reason that we cannot get them here. The Honourable Mr. Mehta
pointed out clearly the absurdity of this position. We have had to give the
goods and the value of the goods because the money is elsewhere and cannot be
brought into this cduntry. Now, if anybody says that keep the balance in sterling
in India, the stutement amounts to u definite attempt to hinder war effort.
You define criticism of particular acts, acts of Government, as being reasonable
and at the same time you persist in the same course of action. That means
that Goyernment want to shut out criticism. I am not able to agree with the
statement put forward by the Leader of the European Group that all is well
with this counfry. It may be that the group feel that all will be well with this
country if we entrust our commerce, our industries, banking and finance to
them. Then everything will be well. The Honourable Mr. Mehta.has said
that this is o rich man’s budget. He was, I am afraid,. somewhat ine<act. It
is neither a rich man’s budget nor a poor man's budget. The truth is that in
the viefv of those who seek to control the destin‘es of this country there should
be no rich man in this country. We should all be poor.  8ir, that is by the
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way. What is reaily most needed today is that canfidence must be created in
this country, and confidence is not going to be created by the Honourable the
Finance Member there saying we have to borrow moré and more. How ocan
you do that when stable conditions do not exist in the country? Your expan-
sion of curreney has resulted, as one of the Honburable Mémbers who spoke
before me put it, in the prices ol real estate rocketting in’the stocks und shares.
registering steep rises in value and the securities market remaining weak. How
cun you in these.circumstances expect people to come and put in more money
in your Uovernment securities. What then is the meaning of talking of borrow-
ing more and more money? The position is no doubt despetate. The Finance
Member has not suggested any remedies. Whether credit inflation has been
an active act of Government or & passive act, into which the Government have
been pushed by force of circumstances, the inflationary trend s there. Prices.
of everything except Government paper are going up. Currency is expanding.
There is no chance of currency being contracted at any time. With ull these
tendencies—call them if you like an inflationary trend and not real inflation—
what has been done to check these tendencies. We 1night entertain pious hopes.
that we are going to control prices but that does not lead to achievement.
There was no mention of these inflationary tendencies in your budget speech last.
v{eur. What is being done to control the situation? The Hoenourable the Finunce.
Member made a long and illuminating speech intended for those people who
wanted to take him on trust and fully believe in hin. But there is no hope
that the future is going to hold out snything better than it holds out for us.
foday. 1t seems to me that being a creditor country is the most disadvantage-
ous thing in the world today. 1f you are a debtor you at any rate know your
position and you have your resources in your country. We have given our
goods  and we have doubtful assets in a foreign country in the shape of a over-
vinued currency, the position of which might be much worse at the end of the
war. Sir, I do not want to take up the time of House by telling the House
what will happen to this accumulated surplus. There will then be no time for
other people to speak after me but the fact is that the country has no confidence
in the Government’s financial policy. The country does not believe that this.
accurnulation in sterling is for the benefit of India, and the country does mot.
be.ieve that in all arrangements, in which Indin and Britain have to come to an
agreement, the junior partner ever gets fair treatment. It is mentioned that
the Auditor General scrutinises the whole question of allocation of expenditure.
May I ask whether the colour of the Auditor General is white or black? I do
not believe in the fundamental honesty of man that he will really, to do just.ce,
ignore the interests of his own country at u time when it is facing a crisis and
that in order to benefit a country like India. If the Auditor Genera] is an
Indisn official, then what you say might have gomething in it. To say that.
the fact the Auditor General of India scrutinises the allocation of expenditure
und that is unimpeachable evidence that justice is done to India is really mis-
representing facts. 8ir, 1 would only add, before 1 sit down, that we want a
more elaboration of the facts. We want to be told definitely that this is the
rea. position and that the Government cannot do anything better. Let the gilt
come off the bread. Let us be told that this country is being exploited, not
for the ultimate safety of its nationals but for the purpose of the Imperial
Government who own the country. 1f we sre told the truth then we know
who is to blame; not certainly the members on the Treasury Benches but our-
sclves. But let not suave words to be freely used to conceal she truth.
. klr. Ohairman (Sir Cowasjee Juhangir): How long will the Finance Member-
ake.

The Honourable 8ir Jeremy Raisman (Finance Member): I shall require:
about 40 minutes. '

Mr. Ohairman (Sir Cowasjee Jehangir): Mr. Hooseinbhoy, you want to
speak. Will you finish in about 12 minutes ?
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Mr. Hooseinbhoy A. Lalljee (Bombay Central Division: Muhammadan
Rural): 1 will try to finish in that tume.

Mr. Ohairman (Sir Cowussjee Jehangir) Mr. Hooseinbhoy.

Mr, Moogeinphoy A. Laljee (Bomoay Centra: Uivision: Muhammadan
Rural): There 1s no denying the fact that in preparing this Budget the Honour-
able the Finance Member has done work which it was not easy to perform.
We have had many budgets before us, but we have seldom had to pass through
such times, and more particularly such a war. Therefore, Bir, 1 do say that
the great labour that the Honourable the Finance Member has bestowed upon
this Budget and the facts that he has placed before us are such that we can
very well make up our minds; and 1 thank the Honourable the Finance Member
for the best he has been able to do in the circumstances. 8ir, a great deai has
been said about our surplus sterling baiances, and much is being said about pros-
perity in this country, and that the condition of labour and that of agriculturists
has much improved. As a business man, Sir, 1 always believe that the condition
iiaproves only if the real value is received. It is a fact that all this surplus that
is now in sterling abroad is the value of the goods that we have sent. When
all this money comes back to India with its profits, then and then only will I
say that we have got back all that prosperity which we are claiming today.
What has happened at present? The on.y thing has been that the people have
got from one pocket to the other a certain amount of money, and a free flow
of money for everybody to spend, but not the real money. Therefore we have
got to be very very careful with regard to our balances abroaud. It ought never
to be taken into consideration that these monies are to be monies which could
be spent on anything or everything, or even in the development of industrial
In];lia. without the consent of the people from which a large portion has- been
taken.

[At this stage, Mr. President (The Honourable Sir Abdur Rahim) resumed
the Chair.] :

I mean a large portion because 1 think that it is due to those agriculturists
whose raw produce we have exported, and a large portion of those people who
have used their labour to produce all these materials that we have sent abroad.

It has also been said that we have been very fortunate in being able to
become a creditor nation. Here again I say most emphatically that not until
you are victorious in this wat, not until you gain equulity all over the world
to be able to trade and do business and move about as ~equals, can you
achieve anything at all. We find that the Honourable the Finance Member
has laid down almost a rule—and it is a good rule—that he takes one-fourth
of the deficit by taxation and three-fourths by loans. ‘About a year ago I
definitely asked him to lay down some lines, but it seems from the last two
budgets that. he has adopted this principle;. but here again one has got io
consider very seriously the military side of the Budget. The Honoursble the
Findnce Member, with great difficulty we must admit, has made some esti-
mates. Ho assumes that in this year the expenses, both capital and recurring,
will be less than that of last year. Let us hope and pray that that may be
the condition. But I do not ‘see the justification for that presumption except
in one respect and that is when he puts down, for aerodromes, a very large
expense, and he expects that a little less would have to be incurred hereafter.
There is no doubt he does not hope that there should be less army in Indis,
nor is there any sign that within a year we shall be able to be in such a
position as to eut down these expenses.

With regard to aerodromes, we have got to considér very seriously the
very heavy expenditure of crores of rupees that is being incurred, and the
linbility that will be thrown upon this country on account of the suggestions
not only, of our experts but of the experts from America, who are going to pay
you something—not all—for the part of the aerodrome scheme which they
have suggested, and wg have now to deal, so far as the capital expenditure of
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that huge sum of crores of rupees is concerned, in two parts, if 1 am correct.
One is the aerodromes which are being built by the advice of our experts, and
serodromes .that are being built on the advice and on account of the Americans.
I do not know hereafter how we shall stand with regard to the Amer.can
people. The lease-lend figures—we have not got them—but from such figures
as the Honourable the Finance Member has given, we do find that so far us
this poor country is concerned, the amount we shall have to pay here in reci-
procal agreement will be equal to or a little more than what we hdve got to
incur. If that is so, the great lease-lend, so far as our poor country is con-
cerned, is of no good at all. . .

The Honourable Sir Jeremy Raisman: I do not know whence the Honour-
able Member drew the first statemenmt that he just made. Where did he get
it from?

Mr. Hooseinbhoy A. Lalljee: In the Budget specch of yours you have made
provision for the amount of Rs. 16 crores and Rs. 8 crores to be given by us
for the American armies in India; and you have also given us the figures of
the cost of the aerodromes that are being built or have been undertaken to be
built for the Americans. 1 do not mind what or whose you call them, because
1 can never agree that they will remain the property of Americans hereafter
in this country—though we may build it now for their use. ~Am I right?
Anyhow, that is the position I can niske out. . .

The Honourable Sir Jeremy Raisman: The Honourable Member was entirely
wrong in the statement he just made; that is all I can say.

Mr. Hpooseinbhoy A, Lalljee: You cannot give us the figures and. . .

The Honourable Sir Jeremy Raisman: I cannot allow an inaccurate state-
ment to pass.

Mr, Hooseinbhoy A. Lalljee: All right; this is what we have found. It
may be quite correct that what I say is not correct. But we will certainly
ask the Honourable the Finance Member to give us the figures. It is no
use merely saying that I am not correct. I concede he has the figures and
he knows better but wﬁmt we have here shows clearly that up to now our
position with regard to'the American people and the things we have got on
lease-lend from them do not show that they have conferred any very great
benefit on India by way of lease-lend if we have to pay here for their expenses
that we will have to incur on their behalf, and which they have and will incur
here themselves.

With regard to the settlement that has taken place in England, I have
every faith that our Finance Member has tried his level best to put the rights
of India as fairly and as squarely as possible; and so far as he can give us
an account great adjusiments have still to be made; but those that have been
made are, I must admit, appear to be fair'to India. But I repeat again we
have got still to rely upon things that are connected and that are going to be
settled hereafter~—such as, joint war measures and other things, and those
things are not small; those amounts will be very very big; and let it be under-
stood that this country must be made to bear only such amount as she can
really bear the burden of. . .

Mr. President (The Honourable Sir Abdur Rahim): I understand it was
arranged that the Honourable the Finance Member will take forty minutes
for his speech. ,

Mr. Hooseinbhoy A. Lalljes: That has been my misfortune: I agreed to
it as T had no alternative the time being short but anyhow I will finish within
two minutes. . '

With regard to the tobacco tax, I will only say one word and that is this:
so far as my vpoor countrymen are concerned, many times it has been agreed
that their condition is very very pitiable and upto now nobody has or can deny
that. A little smoking allowed to them ought not to be grudged. Do not be so
cruel to these poor people who are often starving, and it in # fact that some-
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tirae even to avoid pangs of such starvation thet thgy smoke a hooks or
budi. 1 have no objection to cigars and cigarettes being taxed if you Lke.

The Honourable Sir Jeremy Raisman: I anticipate that I shall find some
difficulty in attempting to traverse all the points which have been raised
throughout the day in the course of a considerable number of speeches, and I
shall have to try and confine myself to the main questions with which speakers
have mostly been econcerned. ' :

I would deal first with the Finaneial Settlement. I have tried to exhibit
in the fullest possible detail all the considerations which had to be taken into
account and the nature and progress of the discussions in regard to that very
complex matter. * Nevertheless, 1 find that there are several Honourable Mem-
bers who still entertain grave misgivings sbout the Settlement. Mr. Nauman,
and I think my Honourable friend, Mr. Jamnadas Mehta, asked me whether
the Government of Indis, in sgreeing’to this errangement, had borne in mind
the financial capacity of India. My answer to that is emphatically in the
affirmative; in fact, I would go so far as to say that by no other criterion
could this settlement be justified. 'There is no argument of logic which would
allot to India so small o share of the cost of defemnding India against a genuine
imminent danger—there is, 1 say, no logical criterion that would lead to that
result. except the estimated inability of India to’ make a larger contribution.
The Government of India have been fully and constantly conscious of that
factor in dealing with this matter, and 1 can conscientiously say that no point
ithat. :lsould possibly have been made or gained on behalf of India has been over-
ooked.

«Mr. Muhammad Nauman: Then why did you fight shy of consulting this
Legislature? '

The Honourable 8ir Jeremy Raisman: It is not possible for the whgle busi-
ness of GGovernment to be conducted in a process of consultation with the
Legislature, and 1 do not think that matters of this kind would have lent them:
sélves to continuous consultation.

Mr. Muhammad Nauman: At least before commitment you could have
placed it before us. '

Mr. President (The Honoursble Sir Abdur Rahim): Order, order. The
Honourable Member should not interrupt.

The Honourable Sir Jeremy Raisman: My Honourable friend, Mr. Nauman,
cast doubts on whether an equitable settlement could be arrived at between
two Governments in the position of His Majesty’s Government and the Gov-
ernment of India, and T think Mr, Krishnamachari also, with considerable
sareasm, made the same point. Well, 8ir, if I have acted with any sincerity
in these matters, I would ask the House to take it from me that any dis-
advantage in India’s position has, if anything, led to the paradoxical result that
Indin has done better than she would otherwise have done. The position is
that in the desire to avoid exp{oit-ing any political advantage in the relations
of the two Governments, India has been able actually to derive an advantage
from her position,

Mr. Jamnadas M. Mehta: Because you say so. :

The Honourabls Sir Jersmy Raisman: Well, I can only give the House *
my sincere opinion and judgment on that matter. It is open to my Hon-
ournble friend to question that. I quite realise it, but these matters have
been dealt not merely by myself but by the whole Government of India, by
a Government which contained a number of Indians who were just as anxious
to see justice done to India as anybody outside the Government.

Mr. K. 0. Neogy (Dncca Division: Non-Muhammadan Rural):: Were they
unanimous in support of those proposals?

~ The Honourable Sir Jeremy Ralsman: My Honourable friend is too .expe-
rienced in these matters to expect an sswer to that questien.
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Mr, K. O. Neogy: I'he Honourable Member was specifying Indian Members,
uud that was my justification for raising the further pomnt. The Honourable
Member perfectly kuows that it was not in order for bum to suggest that any
particular section in the Executive Council was in support of any particular
View.

The Honourable Sir Jeremy Raisman: In spite of the point made by my
Honourable iriend, 1 continue to say that the Government of India fully went
into this matter and that. the whole Government of Indis were satisfied in
regard to the arrangements which 1 have placed before this House.

There were one or two detailed questions which Mr. Krishnamachari asked
me in relation to the Financial Settlement. 1 am afraid that the answers to.
them are not so simple that they could be given in a short sentence on the
floor of this House. But if Mr. Krishnemachari would like to have the
answers to those questions for his satisfaction, I should be very glad to put the
information before him. As an example of what I mean, I will indicate what
is involved in the answer o this question, ‘*Who pays for British officers
recruited in India?’’ It depends on whether those British officers
ure ultimately employed on a role which is a purely British war measure, or
iy purely Indian war measure, or & joint war measure. For instance, if such
o British officer were employed in guarding prisoners of war, he would be
eutirely at the charge of His Majesty’s Government, or, of course, if he was
sent overseas. If he were employed in General Headquarters here, his pay
would probably be borne half and half. On the other hand, there are some
rolrs in which his pay would be borne by India entirely. That is, I think, all
| need say in addition to the greut length with which I dealt with the subject
in my speech on the matter of the Financial Settlement. .

I come now to remarks made on the taxation proposals. I do not intend to
o over these in detail, because I huve no doubt that they will come up again in
counection with the Finance Bill and with the two special Bills introduced.
But I am surprised to find how muny Honoyrable Members there still are who
think that revenue can be raised or financial deficits dealt’ with by measures
which will affect nobody, neither the poor nor the middle class nor trade or
industry and moreover measures which not only should avoid hitting the neces-
zities of life but also the conventional necessities or even the luxuries. Well,
Sir, I was distressed by the strong attack which my Honourable friend. Mr,
-Jumnadas Mehta, made upon me in support of his statement that this is a rich
man’s budget. I find it rather difficult, I must sayv, to understand the whole
position which my Honourable friend adopts. On the one hand, he assures me
that he is entirely at one with us in eversthine which concerns the vigorous
prosecution of the war and international co-operation during and after the war.
I am sure he realises that the war has to be fought on the financial front as well
as every other front. Now, whilst he 1= a vigorous supporter of a programme
uf total war, he wants me at the same time. so fur as T can see, to avoid taxing
tobseco, vegetable product, sugar, salt and matches. He desires that any
surplus which mayv arise in the operation of the State Railways shall be returned
back to the poor man in the form of reduced fares and freights. He desires
thut any surplus which occurs in the Postal Department should be distributed by
lower postal rates. Simultaneously he desires ine to increase liberally the dear-
ness allowance. Well, if that did not present me with sufficient headaches, he
ulso, T understsnd, svmpathises with those who think that sterling should not
be accepted as a basis for the issue of rupees to finance the war effort in India.
That again I understand him to feel is compatible with a desire for the vigorous
prosecution of the war, Well, my Honourable friend is in the bappy position of
not having to evolve anything which has to bear scrutiny as a consistent policy.
It mayv be that I am doing him an injustice and that he could explain how all
these, to me conflicting, objects could be reconciled but I must say that I
myself find it extremely difficult to see how it can be done. {An Hondurable
Member: ‘‘Let him succeed you'’) I only wish that my curiosity in that
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respect could be gratified. - At any rate, he also accuses me of stony heartedness
in the matter, of the trestment of the poor. I quite realise that my Honourable
friend is a champion of the rights of the poor and that his utterances are based
‘on a genuine concern for the classes who are not too well provided with this
world’s goods but I still claim that consistently with the responsibilities which
lie on me I have pursued a policy which is as favourable to the poor man as
could possibly be expected in these abnormal times. I realise that his tobacco
will cost him a little more and since I myself am a smoker who highly values the
solace which tobacco affords like my Honourable friend, I am sorry if anything
that 1 have to do should interpose any obstacle between a poor man and the
pipe of comfort. But, on the other hand, Mr. Jamnadas Mehts himself appears
to be acutely aware of the dangers to the poor man himself if Government are
unable to deal at all effectively with the financial problems which arise from the
war. .

I come now tp the question of the sterling balances and in respect of this,
there has been a good deal of criticism, much of it of a conflicting character but
one main oriticism is that I have not dealt fully with that subject, that I have
not laid out in detail Government’'s policy in regard to this matter. T would
like to point out in the first place that the treatment of the sterling balances,
except to the extent to which they can be dealt with by repatriation proposals,
is essentially u post war problem. It is not possible for me ‘or for anybody’to
foresee exactly all the circumstances in which we shall have to deal with this
matter after the war. After all, the sterling balunces represent a postponed
claim for goods and services to be rendered at a time when they -can be made
available and it must be in relation to the world as it will be after the war, when
the circumstunces can be more clearly defined. But I would like to remind
the House of the precise manner in which the sterling balances arise. 1 find
that there is a general feeling that goods are exported out of the country or
services are possibly rendered i other theatres of war and that this is the only
way or the main way in which the sterling balances arise hut T must remind
the House that in so far as the whole cost of the defence of India on Indian soit
is not borne by India the debt which Britain is incurring to India arises; in other
words, if the cost of the measures being taken in India for the defence of India
is borne only half by India, then the other half is owed by Britain to India and
becomes a sterling credit which forms part of the sterling balances. Now, that
is a very pertinent matter to be borne in mind. This is not of the nature of an
ordinary commercial debt which arises when goods are supplied bv one party and
goods are due in exchange from the other. Y do not say that India even in those
cases has not rendered service or has not had to undergo sacrifices . .

Sardar 8ant 8ingh (West Punjab: Sikh): But is it not a good debt?

The Honourable Sir Jeremy Raisman: It is a perfectly good debt. I.agree
that it is a good debt but I would like to remind the House of the wav in which
it arises in so far as the financial settlement with His Majesty's Government is
meant to he attuned to India’s financial capacity. Then, the remainder of the
cost of defending India and of measures taken in India becomes part of the
sterling balances. Tt is important to bear that in mind. It is not merely goods
which are shipped from India or even services which are sent from India to
other theatres of war. _ .

Mr. Muhammad Nauman: May 1 know what has been the settlement with
the other Dominions? How have they received payment? »

The Honotirable 8ir Jeremy Raisman: Well, 8ir, in regard to other
Dominions, the position as far as I am aware is that all expenditure incurred
bv them in their own territory is borne by them and also the cost of troops sent
overseas is borne bv them. The cost of goods supplied to His Majesty’'s Govern-
ment has been peid for or they have received pavment to a certain extent. But
in the case of Canada, which is the Dominion which has probably made the
greatest supplies, the arrangements now are practically the same as those with
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America. They are virtually lease-lend. In the first instance, Canada made a
free gift of a thousand million dollars. That is, as soon as His Majesty's Govern-
ment’s resources of Canadian dollars had ceased, Canada made a free gift and
now, as I understand it, in the latest position supplies from Canada are made
on lease-lend. If my Honourable friend is trying to draw examples from the
other Dominions which would support his case that the financial settlement is
not favourable to India, I am afraid, he will get a very dusty answer.

8ir, I was on the point about the sterling balances. 1 am afraid this subject
has been very little understood and, in proportion to the lack.of understanding, a
good deal of suspicion has also been imported into the subject. My friend, M.
Krishnamachari, who seems to be obsessed with the racial criterion in these
matters, wanted me to make some statement which would set his mind at rest
that India was being subjected to gross injustice. 1 think he made a passionate
appeal to me to come out in the open and tell him that. 1 am afraid, I éannot

-gratify that request because 1 do not believe that that is the case. And whilst
1 am on this subject and since Mr. Krishnamachari’s mind runs on these racial
criteria, I would like him to know that the officer who deals mainly with the
question of the allocation of defence charges between India and Britain, the
officer who dealt with them in the first instance and the officer principally in
charge was an Indian. ) : ‘

Mr. Jamnadas M. Mehta: Under orders. .

The Honourable Sir Jeremy Raisman: There is no question of orders. I do
not. suppose that his decision was interfered with in one cuse out of a hundred.
. Now, it seems to me that some of the critics put themselves in u curious
dilemma. On the one hand, they appeared to object to the rate at which
sterlivg balances are sccumulating and they objected to the sterling balances
being left, as they put it, in England, althcugh I do not know where they would

* expect sterling balances to be kept if not in England. On the other hand, if a
proposal is made for the use of these sterling balances in a way which will
make it unnecessary for them to be kept in England for the time being, then
also they sec disadvantages. Take, for instance, the pensions scheme. That,
ac< T pointed out, was a purely financial proposul. It means that sterling which
cannot be utilised now should be invested so that it will yield a return in years
when we know it can be utilised. To the extent that it does that, it solves the
immediate problem and also it helps to solve problems in the future. The posi-
tion simply is that you have at this moment more sterling than you want and
that you may at some time in the future have less sterling than you need and,
therefore, you invest your sterling in a way which will bring it back to you at
the time you need it in the requisite amounts. That is the ordinary way in
which any money is invested and so long as the yield on the investment is
reasonable, it is a fair financial proposition. Now, several critics said that it ix
unnecessary to safeguard sterling pensions in this way. But it is not the
case of the. Government that it is necessary to safeguard them. The scheme
did not arise from any fear of repudiation or from any desire at this moment
to provide any additional safeguards for any class of officers. Actually, the
proceeds of this investment, namely, the annual sums of sterling, would again
be ‘at the disposal of the Government of India and of no other authority, so
that the position in that respect remains entirely unchanged. The liability for
the pensions would remain with the Government of India and the sterling
umounts would come into the hands of the Government of India. The rights of
ne individual would be-affected thereby. And no extraneous considerations
come in to the matter; and it is really a purely financial question.

Tn regard to the other matter of reconstruction, here the critics, I think, put
themselves in a dilemma, which I just mentioned about accumulation of sterl-
ing balances and vet I find they dislike any sugzestion for their being utilised
in & way which will convert them into goods. They dislike the idea that these
goods may. not be forthcoming from a limited source. Now, as I faid just
how, T cannot foresee the post-war sconomic situation. Tt is obvious to every-
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body that there are exceedingly importuny and ditlicult internationul economic
questions which will huve to be sestled, and clearly the relations of different
currencies will be one of the main questions which will Lhave to be settled, the
relations of sterling and the dollar particularly. if I could know in advance
with certainty precisely what this arrangement would be, then I would be able
to speak with more procision sbout the use of such a recoustruction fund.
But 1 do suggest that 1t is premature to disparage a scheme of that kind which 1
believe is capable of being of the utmost value for India. 1t has been shid by
the critics that this is a stheme not for the reconstruction‘of India, but, I think,
for the reconstruction of British industries. That is an example of importation
of suspicion and prejudice into a matter of economic advantage.

Pandit Lakshmi Kanta Maitra Who is responsible for that?

The Honourable 8ir Jeremy Raisman: 1 do not know who is respousible. I
merely stated the.facts. Because after all it may well both fulfil the require-
ments of India and yet may help to solve certamn of the problems of Britain.

Maulana Zatar Ali Khan: Will you please permit me to say that a definite
aesurance has been given by the British Government that immediately after
the war is over India shall have the right of self-determination. In that case
the work of construction or reconstruction will devolve on the newly constituted
Government of India.

The Honourable Sit Jeremy Raisman: Well, 1 shall be very happy that the
future Government will themselves take up this problem and we shall certainly
do nothing that will make it more difficult for them to take up that problem.
But my point al- this moment is this: if you look at the sterling balance as in
the nature of debt, the fact that a certain type of repayment will be one which
will strengthen the position of your debtor as well us yourself is not necessarily
u disadvantage. '

Mr. Muhammad Nauman: Bargaining capacity of other coumtries.

The Honourable Sir Jeremy Ralsman: | just now said that 1 >uld not foresee
the exact economic and currency arrangements as they will be after the war.
‘Therefore I cannot make any definite st#tement in this respect. But to the
extent that goods required for India’s reconstruction and re-equipment are avail-
uble in Britain, 1 see no reason why the fact that they will be obtained from
Britain should be regarded as of disadvantage. '

8ir Oowasjee Jehangir: May 1 ask the Honourable Member, how this fund
prevents us from getting goods from other parts especially from America. 1t
15 only u question of sterling and dollar exchange.

The Honourable 8ir Jeremy Raisman: 1 am not in a position to make any
vutegorical statermnent, becuuse, ag 1 said, I could not foresee the economic
arrangements after the war. It is quite obvious that vhere will be a difficult
situation for sometime after the war. It wijl be difficult to obtain goods parti-
cularly capital goods. It will not be possible merely to register one’s. order and
expect it to be complied with. " This may continue possibly for some years.
1 have hinted at this in my Budget speech.

Pandit Lakshmi Kanta Maitra: Answer the criticisin that this fund, if
brought into existence, will enable India to buy goods from England alone.
How far is that criticism correct? ‘

The Honourable Sir Jeremy Raisman: My unswer remains that 1 cannot
foresee the circumstances which will exist after the war. If iy Honourable
friend can foregee, he knows more than I do, or the Pandits in London and
Washington -

. An Honourable Member: He is un astrologer.

8ir Oowasjee Jehangir: If conditions are favourable, will India be able to
buy goods in America?

. The Honourable 8ir Jeremy Ralsman: I have said 1 cannot give any cate-
" gorical answer to that question, because for sometime after the war, at any

4
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rote, there will obviously be conditions of control and restriction, as there are
dunug the war, 'Lhey wust continue for sometme after the war.

Sir Gowasjee Jenangur: Will the Honourable Member tell me, if the condi-
tions are favourable, 15 there anything in contemplation whereby Indin will be
prevented from getting goods from America but will have to get them from
Britain?

‘The Honourable Sir Jeromy Raisman: Certainly not, so far as I can see.
The present position is that you have a certain sterling balance and that you
wish to draw up a programme for the utilisation of this balance in order to
abtain capital goods. Well 1 cannot foresee the precise conditions in which this
fund will be employed. I also said.that it was not intended, as fur as we are
concerned, to limit the objects of the fund in any way. The fact remains that
the'fund will consist of sterling balances and at the present time. the sterling .
area is one thing and the dollar arca is snother thing. 'I'he relation between
these currencies, as I said a little while ago, is & matter which will undoubtedly
be settled and it is essentially a post-war problem. -

Dr. P. N. Banerjea: You are merely throwing out suggestions; that is all.

Mr, President (‘fhe Honourable Sir Abdur” Rakim): If the Honourable
Member wants some more time to complete - his speech,I think the Houyse will
agree to that.

The Honourable Sir Jeremy Raisman: Sir, I have come to the end of my
speech, I would only say in regard to this matper that I believe that it will
Le entirely to India's advantage to look at problems of the kind which we have

5P been just discussing from the point of view .of international c¢o-

T operation. We have to remember that India is only a part of the
world, s world which is getting more and more intimately linked up and eack
part of which ig, Bnding it more and more impossible to pursue entirely isolated
policies. 1f theio is one thing which this war is teaching us, it is the impossi-
bility of any country living alone m its own world. India will be dependent on
the resources of the great productive countries after the war in order to build
up further her qwn productive resources. She will not be able to improve her
standard without the greatest co-operation and assistance from more powerful
and better developed cointries and, therefore, these problems must be looked
at entirely from the point of view of co-operation in international efforts.

The Assembly then adjourned till Eléven of the Clock on Monday, the 8th

March, 19438.
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