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Statement Business . . , • . . . . .

PAOse.

. 1
1—4

6—7
6—6,
7— 10

10—11
11

11-18
18

1»-14
14

14—19
20

21—47
46—80

91— 117
117

117— 110

110— 120

121—127

127— 138
188—164

166— 178

170
170—108
104—106

106
106
106

107—248

246
246—251

251
261—276

276



u

Xanday. 10th Mwoh, 1941—
QueetioDB and Answers .  ...... . . . . . . 277—285
Resolution re Indian Civil Service Exaininatio]i-̂ l¥l|;|idiMRi' .. ,«• 26 -̂—908
Resolution re University Training Corps—Withdrawn. . .. . . 308—316

Thietday, Uth Xaioli, 1941- ^
r, Statements, etc.» laid on the table . .  ̂ . . ' . ' . . 317

% Centr^ Advisory CauQoil for Railways . . , , . . 317
> -  Stcuiding Committee for Roads, 1941-42 . . . , ' . . 817

' Standing Committee for thb DeparUneot of Conunmuoations . • . > > ^ 31^
■ Petroleum (Amendment) Bill—Considered and passed i . . 318—319

Berar Laws Bill̂ -Considered and pa«aod ,. . . . , . . .. 319—320
Assam Rifles Bill—Considered and passed /  ̂ . • . < . . 320
Indian Railways (Amendment) Bill—ConsidaM and passed̂  . . . 321—341
Resolution re Payment* of C(mpenBatian in tespeot of war injuries, eto^

sustained by Indian seamen— Âdopted . . , . . . 341—342

, V ;  ,

i,,
\ .
 ̂ '
iV. -  i ;

Monday, 17th March* 1941—
Questions and Answers . . . . . , , r* ; r «

. Resolution re Allocation of Deface expenditure between His M flj^y 
Government and India^Negatived . . .  . * .

Standing Cfommittee for Roads, 1941-42 . . . . .
Central Advisory Conncil for Railways . . . . *. .
Standing Committee for the Department of Communications . .

' Resolutiott re Federal Court—^Withdrawn . . . . .

Monday, ‘24th March, 1941—
. Questions and A^wers . .........................................................

Death of Sir Muhammad Hayat Khan Noon . . . .  
Bills passed by the Legislative Assembly laid on the table . .
Resolution re Review of Industrial development—Discussion postponed 
Resolution re Indian Civil Service . . . . . . '

. Delhi Masajid Bill—Recommendation to the Legislative Assembly that 
the —:— be referred to a Joint Committee . . . . .

Indian Limitation (Amendment) Bill—Motion to rete to Sdeot Com­
mittee, adopted . . . . .  . . . . . .

Statement of Business . . . . . . .

Thnnday, 27ih March, 1941—
Member Sworn . . . .  .
Questions and Answers . • '.* v *
Information promised in reply to questions laid on the table 
Bills passed by the Legislative Ammbly laid on the table 
Stan^ng Committee on Emigration v • * •
Standing Committee for the jLabour DepiurtmetQt . .
Standing Committee for the Department of Commerce .
Steuiding Committee for the Department of Supply .
Central Advisory Council for RaDwayt * : .

Standing Committee for l̂ oadp, 1941-42 
Indian Finance Bill, 1941—Motion to ooi 
Statement of Business . . .

eondvded

343-^62

352—366
365 

866^66
366 

366—377

879—389
389—390 

390
390—391
391—402

402—403

403
408

406
405-413
413—422

422
422
422
422

425̂ —424
424-425 

and 465 
425

4M



iii

Paom .
H diu, 28tti Maioh, 1941-

Member Sworn...............................................................................................  467
Message from the Legislative A s s e m b ly ................................................  467
Indian Finance Bill, 1941—Considered and passed......................................  467—518
Standing Committees 518
Statement of B u s in e s s ............................................................................  518
Appendix . . . . ................................................................... 519

itttoidaj, 29th March. 1941—
Questions and A n s w e r s ............................................................................  521—553
Protective Duties Continuation Bill—Considered and passed . . . 553—556
Indian Tariff (Amendment) Bill—Considered and passed • . . 557
Tyres (Excise Duty) Bill—Considered and passed . . . . .  557—559
Excess Profits Tax (Amendment) Bill—Considered and passed . . 560—562

W«dneiiday» &id April, 1941-
Questions and A n sw e r s ......................................................... .........
Bill passed by the Legislative Assembly laid on the table . .
Standing Committee on Emigration . . . . . .
Standing Conmiittee for the Department of Conmierce . . .
Standing Committee for the Labour Department . . . .
Standing Committee for the Department of Supply • • •

Liformation promised in reply to questions laid on the table • •
Resolution re Industrial development—^Adopted» as amended .
Statement of B u s in e s s ..................................................................

Friday. 4th April. 1941-
Questions and A n sw e r s .........................................................
Statements, etc., laid on the t a b l e ......................................
Death of Sir Sundar Singh Majithia . . . . .  
Delhi Restriction of Uses of Land BiU—Considered and passed 
Insurance (Amendment) Bill—Considered and passed . .

563—582
582
583 
583
583

583—584 
and

617—618
584

584—617 
618

619—620
621

621—622
622—628
628—643



COUNCIL OF STATE
Wedm>eadaŷ  5th March, 1941.

The*Counoil met in the Council Chamber of the Counoil House at Eleven 
of the Clodt, the Honourable the President in the Chair.

MEMBER SWORN:
The Honourable Mr. Evan Meredith Jenkins (Nominated Q£Sdal).

QUESTIONS AND ANSWERS.

Coal Minbs  Stow ing  B o abd .

39. The H on o u ra b le  R ai Bahadub Sbi NARAIN MAHTHA (on behalf 
of the Honourable Raja Yuveraj Dutta Singh) : Will Government state—

(o) Who has been appointed the Inspecting Officer for the Coal Mines 
Stowing Board in Calcutta ?

(h) The names of the members of the Stowing Board ?

The H on o u ra b le  Mb. H . C. P R IO R : (a) No appointment has so far 
been made.

(6) A statement is laid on the table.

Namee of memhen of the Coal Minee Stowing Boofd*

Mr. N. Mahadeva Ayyar, C.I.E.p I.C.S. (Chairman).
Mr. W. Kirby.
Mr. J. B. R obb.
Mr. C. A. Innes.
Mr. A. I. Ojha.
Mr. M. N. Mookherjee.

QurniNE Pbioes.

40. The H on o u ra b le  R ai B ahadub Sbi NARAIN MAHTHA (on behalf 
of the Honourable Raja Yuveraj Dutta Singh): Is the present price of quinine 
almost double its pre-war price ? Do Government propose to take necessary 
steps to reduce the price to a reasonable figure ?

The H on ou rab le  Sib GIRJA SHANKAR BAJPAI: The wholesale
price of quinine has gone up by about 80 per cent. The Honourable Member’s 
attention is invited to the Press Note, dated the 24th June, 1940, in which it 
was stated that steps had been taken by Government to ensure an adequate
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supply of quinw  sulphate in India for aU Government purposes during the 
next four years. Provision has thus been made to supply quinine at reasonable 
rates to all hospitals under Provincial Governments and States, including local 
fund and municipal dispensaries, to which the poor people generally have 
recourse. The question of controlling the pricc of quinine so d in the local 
markets is for the Provincial Governments,

T hb  H onourable R ai Bahadur  Sri NARAIN MAHTHA : At what rate 
is it supplied to Provincial Governments ?

The H onourable Sir GIRJA SHANKAR BAJPAI : I am speaking 
from memory, but I think it will be somewhere about Rs. 25 a Ib.

T he H onourable Mr. HOSSAIN IMAM : What was the pre-war price ?

T he  H onourable Sm GIRJA SHANBLAR BAJPAI: The pre-war price— 
again I am speaking from memory— ŵas about Rs. 22 a lb.

General  R eduction in  Classified  R ates for D rugs an d  M bdioinbs .

41. 'fHE H onourable  R a i Bah a du r  Sri NARAIN MAHTHA (on
bebalf of the Honourable Raja Yuveraj Dutta Sfai^): Will Government
state whether they have received any representation to make a general 
reduction in the clasBified rates for drugs and medicines ? If so, do Govern­
ment propose to take steps to reduce the rates, t)r to reduce the railway 
freight rates for such articles ? If not, why not ?

T he H onourable Mr . L. WILSON : The reply to the first part of the 
question is in the aflSrmative. Regarding the second part, Government do not 
consider that there is justification for a general reduction in the existing classi­
fied rates for drugs and medicines, as there is no evidence to show that these 
are not moving freely. Associations and others interested in the pharmaceuti- 
oal industry have been recommended to approach the Railways concerned 
whenever they consider individual freight rates are too high.

Ordnance  Factories.

42. The  H onourable Rai Bahadur Sri NARAIN MAHTHA (on
behalf of the Honourable Raja Yuveraj Dutta Singh): (a) Will Government
give the main outlines of the Defence Department scheme for the expansion 
and modernization of the Ordnance Factories in India, and the approximate 
cost of installation ?

(b) Has specially selected stafT from Indian Ordnance Factories been 
sent to England to study the lateat production methods ? I f  so, how 
many of those who have been sent are Indians and how many are Europeans ?

T h e  H onourable Mr. E. M. JENKINS : It would not be in the pubUc 
interest to give the information asked for by the Honourable Member.

T he  H onourable Mr . HOSSAIN IMAM : May we ask who is paying the 
cost of the exjmnsion ? Do His Majesty’s Government pay part of the cost of 
expansion or is it met by the Gk>vemment of India alone ?

The Honourable Mr. E. M. JENKINS : His Majesty’s Government 
are paying part of the cost.

w o  COUNCIL OF STATE. [5 th M ar. 1941.



Th b  H onoubablb Pan d it  HIRDAY NATH KUNZRU : Did the Honour- 
M le Member say that it was not in the public interest even to reply to part 
<6) of the question ?

The HoNOiniABLK Mr . E. M. JENKINS : Yes, Sir.
The  H onoubable Pan d it  HIRDAY NATH KUNZRU : What harm 

would be done if we knew how many men had been sent to England to study 
latest methods of production and how many of them were Indians ?
T h e  H onoubable Mb. E. M. JENKINS : I have notliing to add to the 

reply I have already given, Sir. •
T he  H onoubable Pa n d it  HIRDAY NATH KUNZRU ; You have no 

reason to give for not giving the information ?
T h e  H onoubable  the PRESIDENT : You must leave the discretion 

to the Honourable Member. It is his choice whether to give any explanation 
or further information or not.

T he  H onoubable Pan d it  HIRDAY NATH KUNZRU : We know that. 
These must b0 some reason for th^ir attitude.

T he H onourable the  PRESIDENT : He has given his reasons.

A eroplane F ac to b y .

43. T he H onourable R ai B a h adu r  Sb i NARAIN MAHTELA (on behalf 
o f the Hoaourable Raja Yuveraj Datta Singh) ; Will Government state 
when the aeroplane factory is likely to be established in India, and is likely to 
begin operation as a measure for intensifying war efforts ?

T he  H onoubable Mb. E. M. JENKINS ; An aeroplane factory is now 
under construction and it is expected to begin operations in a few weeks time 
immediately it is completed.

The  H onoubable  R ai B a h a du b  Sb i NARAIN MAHTHA : Where is 
that going to be ?

Th e  H onoubable Mb. E. M. JENKINS ; I do not think that it would be 
in the public interest to give details of the location of the factory.

Th e  H onoubable Mb . HOSSAIN IMAM : May we know, Sir, whether 
this company is a private company or a public company ?

T he  H onoubable Mb. E. M. JENKINS : It is a private company, Sir.

E m eb y  Pa peb .

44. T he  H onoubable Pan d it  HIRDAY NATH KUNZRU ; (a) Is it a 
fact that the Superintendent of the Ishapore Rifle Factory recently wrote as 
follows to the Assistant Director of Contracts regarding an indian firm’s tender 
for emery paper :—

“ This firm’s products are acceptable due to the present emergency : 
if, however, British made products can be obtained they are 
preferred ?

QUESTIONS AND ANSWERS. 181
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(6) Have Government iesuod secret instructions that articles of British  ̂
make should be preferred to those made in India ? If not, what action have 
they taken or propose to take in regard to the anti-Indian bias shown by the 
Superintendent of the Ishapore Rifle Factory ?

T he  H onourablb Mb. E. M. JENKINS : <o) I place a copy of the letter 
in question on the table of the House. It will be observed from it that the 
products of the firm in question were not up to the standard of the imported 
article and were to be accepted only if the better article was not avc^able. 
Hiis is in accordance with the Stores Purchase Rules which enjoin preference 
in respect of indigenous products only whAi quality is sufficiently good for the 
purpose. As a matter of fact this particular finn owes a good deal to the advice 
and'assistance given by Government afficers in the manufacture of enemy  ̂
discs.

(b) First part— N̂o. Government strongly [deprecate the insinuation.
Second pari—Does not arise.
T h e  H onoubablb Pa n d it  HIRDAY NATH KUNZRU : Sir, what was 

the need for the observation since it is known that at the present time imports 
are greatly restricted and that substitutes have to be found in this country for 
articles that were formerly imported ?

Th e  H onoueable Mb. E. M. JENKINS : The fact was that these parti* 
cular emery discs of a certain quality have in the past always been imported. 
When imports became difficult, the officers in the Ordnance Service took steps 
to obtain substitutes in British India. As soon as the substitutes were g o ^  
enough for use, they placed orders for them, but they intimq,ted at the same 
time that they were not yet up to what they regarded as the proper standard^

T h e  H onoubable Pan d it  HIRDAY NATH KUNZRU : Did they say 
so ? Did they say clearly that they would like some improvement to be made 
and was that conveyed to the manager of the factory in question ?

T he H onoubable Mb . E. M. JENKINS : I have no doubt that it was, 
because it was largely owing to the efforts of the officers of the factory concern­
ed that these emery discs were made at all.
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Copy of the Memorandum No. 616311̂  dated the 10th Januarŷ  1941, from the Superintend 
dent, Rifle Factory, Ishapore, to Meeere, KriehnaUU Thiranui and Co., 8, Royal Bx- 
change Place, Calcutta.

S u b jectA. D. of C. Tender No. 6E/29/428, dated the 19th December̂  
1940.

Reference :— Ŷour letter No. 52005/40, dated the 27th December, 1940.
The sample Emery Paper Disca No. 1̂  and 2 are acceptable but you should stilt 

try to improve your supplies to conform more closely to Goldsworthy.
2. Please arrange for the bulk supply as early as possible.

Copy forwarded i

The Assistant Director of Contracts,
6, Esplanade East, Calcutta.

For information. This firm’s products are acceptable due to the present emergency. 
If howeVer British made productb cetn be obtained they are preferred.



E ast  I n d ian  R a il w a y  R ent  R u les .

46. T he  H onourable  Pan d it  HIRDAY NATH KUNZRU : (a) Is
the staff appointed on the E.I.R. prior to 1st January, 1925 governed 
by the old East Indian Railway Rent Rules ?

(6) If 8 0 , is the entire permanent way line staff under those rule 
from gang coolies to permanent way inspectors allowed the privilege of 
rent-free quarters ?

(c) Do mistries in the line staff hold a position midway between the 
inspectors and cooUes and are required to work during the day or night 
as required on the line and are they the only class in the permanent way 
line staff who are now required to pay rent on the ground that their 
designation is not specified in the list of persons entitled to rent-free quarters ? 
Do Government propose to rectify the omission ?

{d) Were meat of these men not charged rent few their quarters for 
years and are they now required to pay the rent for that period ? Are Gk)v- 
emment aware that this is causing great hardship to them ? Do Government 
propose to forego the rent for the past years and to treat them in future in 
the same way as the rest of the permanent way line staff ?

T he  H onoubablb Mb . L. WILSON : I am obtaining information from 
the E.I.R. Administration and shall lay a reply on the table in due course.

R etbenohmbnt of Staff in  the  Allah abad  D ivisio n , E . I. R .

46. The H on oubable P andit HIRDAY NATH KUNZRU : (a) With 
reference to the reply to my question No. 73 of the 2nd April, 1940 
laid on the table on the 22nd November, 1940, are Government aware of the 
complaint that in certain departments in the Allahabad Division of the East 
Indian Railway the subordinate staff are not infrequently retrenched without 
a prior enquiry into the number of vacancies which are likely to occur in 
the near future owing to the superannuation of the senior men and that the 
retrenched hands are re-employed on a much smaller pay and after only a 
few weeks* or months’ break in their service ? If so, do Government pro­
pose to look into the matter ?

(6) Is it also a fact that in the same division of the same Railway the sur­
plus staff in other departments was either compelled to go on leave without 
pay tiU vacancies occurred to absorb them or actually retrenched and was 
re-employed when vacancies occurred and that the break in their service was 
Jkdjusted as leave without pay so that they might not suffer either in pay or in 
prospects ? K  so, why was not a similar procedure adopted in the case of the 
staff retrenched in 1936 and 1936 ?

T m  H onourable Mr . L. WILSON : I have called for the information 
and will lay a reply on the table of the House in due course.

T elephone Operators.

47. T he H onourable R ai Bah a d u r  SATYENDRA KUMAR DAS :
Are Gtovemment aware that the work of telephone operators has increased

after the outbreak of the war t
(6) Are Government aware that the telephoiie operators are required 

to  be specially* alert owing to these extraordinary circumstances ?

*
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(c) Are Government aware that the nature of the duties of the telephone 
operators is diflFerent from that of the ]>ostal clerks ?

(d) If so, do Government propose to provide further facilities to the tele^ 
phone operators by sanctioning suitable house rent ?

The H on ou rab le  M r. S. N. ROY : (a) Yes, in some places.
(6) They are always expected to be alert.
(c) Yes.
(d) No.

T elephone Operators.

48. T he H onourable R ai B ah adur  SATYENDRA KUMAR DAS:
(a) Will Grovemment lay on the table a statement showing the Rules and 
Regulations regarding telephone operators made at the International 
La^ur C!onferenoe (League of Nations) at Geneva ?

(6) Are Government following those Rules and Regulations in India ?

T he  H onourable  Mr . S. N. ROY : (a) I am not aware of any rules or 
regulations relating specifically to telephone operators.

(6) Does not arise in view of the reply to part (a).

T elephone Operators.

49. T he  H onourable R ai B ahadur  SATYENDRA KUMAR DAS :
(a) Is there any classification among the telephone operators ? If so, what 
are the different classes ?

(6) What are the features of each of these groups ? To what group do the 
telephone operators of Narayanganj belong ?

(c) To what group do the telephone operators of Dacca and Mymensingb 
belong ?

{d) Do Dacca and Narayanganj belong to the same system of Tele­
phone Service ?

(e) Are the telephone operators of Narayanganj and telephone operat6rs 
of Dacca treated alike in the matter of pay and emoluments ? I f  not, Why 
not 1

T h e  H onourable Mr . S. N. ROY : (a) The Honourable Member it 
apparently referring to classification of stations for fixing scales of pay. For 
this purpose there are three classes, A, B and C.

(6) The classification is based on the general cost of living in various places# 
Narayanganj belongs to class C.

(c) Dacca and Mymensingh are in class B.
(c{) Dacca and Narayanganj are on different telephone exchanges but no 

toll charge is made at present for calls between the two places.
(e) No, because Dacca is a B class station and Narayanganj a C claa» 

station. • -
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N e t  E xpenditure  dbbitable  to In dia  on account of D efence Seevices*

50. T h e  H onourable Mr. HOSSAIN IMAM : Will Government lay on 
the table a statement showing the monies debited to His Majesty’s Govern­
ment and the Government ot India relating to the expenditure incurred on 
account o f Defence in 1939-40 and nine months of 1940-41 ?

T he  H onourable Mr . C. E. JONES : A statement of Defence expenditure 
debitable to the Government of India in 1939-40 and nine months of 1940-41 
is placed on the table. It is not in the public interest to supply the same in­
formation regarding expenditure debited to His Majesty's Government.

T he H onourable Pan d it  HIRDAY NATH KUNZRU : May we know,. 
Sir, why that information cannot be disclosed since the public has been allowed 
to know what are the special expenses incurred on account of the war by the 
Government of India ?

T he  H onourable Mr. C. E. J0NE8 : My instructions, Sir, from the 
authority who is in the best position to know and on whom rests the respon­
sibility for decision is that it is not in the public interest that this information 
be divulged.

T he  H onourable Mr . HOSSAIN IMAM : Can we get some relative idea ?
T he  H onourable the PRESIDENT : When the Government Member 

says he cannot give the information, there is an end of it. You cannot pursue 
the matter any further.

QUESTIONS AND ANSWERS. 185

Net expendiiure debitable to the QovemmerU of India on account of Defence Services-
R s .

(In lakhs.)
1939 40 . . .  .......................................................... 49,63
1940-41 (first 9 months) ..........................................................42,18

Cost of the Chatfield  Measures.

51. Th e  H onourable Mr . HOSSAIN IMAM: Will Government 
state the amount of payment made by His Majesty’s Government in each 
financial year as a result of the Chatfield Report ?

T he  H onourable Mr . C. E. JONES : Under the War Expenditure Plan 
outlined in the Budget speech, 1940, it is neither essential nor practicable to 
aegregate the cost of Chatfield measures.

T he  H onourable Mr . HOSSAIN IMAM : Do we take it, Sir, that thê  
Chatfield recommendation has been dished now ?

T he  H onourable  Mr . C. E. JONES : No, Sir.

Cost of the  Chatfield  Measures.

52. T he  H onourable Mr . HOSSAIN IMAM: Has Gk>vemment
considered the fact that the cost of mechanization has greatly increased on 
acooont o f war ? (6) If so> have they asked His Majesty’s Government to
inorease its contribution, and (c) if not, why ?



Thb H onourable Mr. C. E. JONES : As pointed out in the Budget apeeoh, 
1940, there has been a grea,t inorease in the cost of the Chatfield scheme and 
under the War Expencfiture Plan this inorease is automatically debited to 
His Majesty’s Government.

CONSTRTTOnON OF A BrOADOASTINO StATION AT N aOPUR.

63. I M  H onourable M r.V. V. K A LIK A R ; (a) Did the Provincial 
War Committee, Central Provinces and Berar, make representations to the 
Government of India to construct a Broadcasting Station at Nagpur ?

(6) Will Government state—
(i) the cost that will be incurred for constructing a Broadcaflting 

Stati(Hi at Nagpur ;
(it) when funds will be available for constructing the Broadcasting 

Station at Nagpur ; and 
(»u) when Gk)vemment propose to undertake the next programme 

of development ?
(c) Are there Broadcasting Stations at mofassil centres like Dacca and 

T?richy ? If so, do Government propose to have a Broadcasting Station at a 
provincial capital like Nagpur as early as possible ? I f  not, why not ?

T h e  H onourable Mr . S. N. ROY ; (a) Yes, such a representation was 
made to the Provincial Government, who forwarded it to the Government of 
India.

(fr) (i) The cost of a station depends, amongst other things, on the power 
and type of the transmitter.

(n) and (tii). In present circumstances I regret I am not in a position to 
make any statement.

(c) Yes. The claim of Nagpur to have a broadcasting station will be 
•considered in connection with the next programme of development to be under- 
i»ken when funds become available.

T otal R eceipts from I ncom e-t a x  expected  from A ngul (Orissa).

64. The H onourable Mr . N. K. DAS : Will Government state the
total receipts from in6ome-tax (including surcharge, super-tax, and excess 
profits tax) expected from Angul (Orissa) in the year 1940-41, as a result 
of the withdrawal of the exemption granted to this area in 1923, under 
section 60 of the Indian Income-tax Act, 1922 (XI of 1922) ?

The H onourable Mr . C. E. JONES : I have called for information and 
the reply will be laid on the table of the House in due course.
E xtension  of certain Central A cts to the Partlilly  E xcluded  A reas in

Orissa .
65. T he  H onourable  Mr . N. K. DAS : Will Government state whether 

the following Acts of the Indian Legwlature have been extended to the 
partially excluded areas in the Province of Orissa as required by section 
92 of the Government of India Act, 1936 and if so» what are the dates and 
^ 0 8 . of the respective notifications made by the Provincial Governor ;—

(a) The Indian Income-tax Act, 1922 (XI of 1922) ?
(b) The Indian Income-tax (Amendment) Act, 1939 (VII of 1939) ?
(c) The Indian Finance Acts, 1937, 1938, 1939 and 194^ ?
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The H onourable Mr. C. E. JONES ; (a) No. T^is Act being an “  exist­
ing Indian Law and not an Act of the Federal Legislature, section 92(1) of 
the Government of India Act, 1935, has no application.

(6) Yes. Notification of the Government of Orissa in the Finance De­
partment No. 7890-F., dated 6th August, 1940.

(c) The Indian Finance Acts of 1940 have been extended, vide Notifications 
o f  the Government of Orissa, Nos. 333-F. and 341-F., dated 28th January, 1941. 
ThoBe of 1937, 1938 and 1939 have not been extended.

R edistribution  of ohabobs of Commissioners of Inoome-t a x .

66. The H onourable Mr. N. K. DAS : Is Government contempla^g 
to change the existing arrangement of Orissa with Bihar and attach Orissa 
to Madras, for the purpose of Income-tax administration ? I f so, has 
Government ascertained the public opinion on the proposed change ?

T he H onourable Mr. C. E. JONES : The general question of redistri­
bution of charges of Commissioners of Income-tax with a view to improved 
administration is under consideration. Government will consider the interests 
affected before arriving at a decision.

A dm inistrative  D uties of Commissioners of  Inoome-t a x .

57. T he  H onourable Mr. N. K. DAS : (a) What are the duties under 
the law left for the Commissioner of Income-tax to discharge after Part II of 
the Indian Income-tax (Amendment) Act, 1939 (VII of 1939) came into force ?

(b) What are his administrative duties left over after those assigned to the 
Inspecting Assistant Commissioner ?

T he  H onourable Mr . C. E. JONES : (a) The Honourable Member is 
referred to sections 2(ii)(6), 5(5), 5(7), 33(2) as amended, 46(5), 46(4), 54(5), 
68B, 58D, 58G, 58J, 64 (5), 66(i), (2) and (3) as amended and 66(7) of the 
Indian Income-tax Aqt, 1922, as amended by the Amendment Act of 1939.

(6) The Commissioner is the head of the Income-tax administration in the 
province, and as such his administrative duties cover general control, organiza­
tion and conduct of the work in the province. The fact that the Inspecting 
Assistant Commissioner, who is subordinate to the Commissioner, performs 
certain administrative functions does not minimize the responsibOity of the 
Commissioner. .

B ules for D epartmental E xam inations  of Inspectors and  A ccountants 
IN THE Income-t a x  D epartm ent , B ih ar  an d  Orissa .

58. Th e  H onourable  Mr . N. K. DAS : (a) Has there been a change in 
the Rules for Departmental Examinations, for the Inoome-tax Department 
for Inspectors and Accountants in Bihar and Orissa since 1940, prescribing 
An age limit ?

(b) How many officers in Bihar and Orissa have been affected adversely 
by this change ?

(c) Do Government propose to allow the old recruits the benefits of the 
old Rules ?

^ E  H ojourable  Mr . C. E. JONES : (a), (6), and (c). The information 
if being obtamed and will be laid on the table of the House in due course.
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M axtmttm amoitnt of Pen alty  imposed  for concealment of Inoome in
B ih ar  an d  Orissa .

69. T he  H onourable Mr . N. K. DAS : (a) Will Government state
what is the total amount of penalty under section 28 (for concealment) of the 
Income-tax Act, 1922 (XI of 1922), imposed in Bihar and Orissa for the 
assessment years 1938<39, 1939-40 and 1940-41, respectively?

(6) In how many of them were the maximum amounts imposed and how 
many of them were over ten thousands ?

(c) Is it a fact that penalties for the assessment year 1938-39 are charged 
under the Indian Income-tax (Amendment) Act, 1939 (VII of 1939), at one and 
half times the tax avoided (including super-tax) ?

T he H onourable Mr . C. E. JONES : (a) and (6). I have called for in­
formation and the reply will be laid on the table of the House in due course.

(c) Penalty up to a maximum of one and a half times the tax avoided 
can be imposed if the offence was committed after the Amendment Act came 
into force.

Apprentices in  Ordnance  F actories.

60. T h e H onourable  Pandit  HIRDAY NATH KUNZRU : (a) How
long has the present system of training apprentices in the Ordnance Factories 
been in force ?

(b) What is the total number of apprentices trained so far ? How many 
of them have been employed permanently and how many are temporarily 
employed ?

T he H onourable Mr . E. M. JENKINS : (a) The Bcheme of apprentices 
training in Ordnance Factories has been in operation since 1924.

(6) The total number of apprentices trained is 365. Out of these 83 hold 
permanent and 167 temporary appointments in factories. Seventeen are 
employed in other Government Departments and 46 have secured private 
employment or are under training in the United Kingdom. Nine have died 
and one has been invalided. Particulars of the remaining apprentices are not 
available.

Th e H onourable Mr. HOSSAIN IMAM : Will the Honourable Member 
give particulars about those who are in England—how many are Europeans 
and how many Hindus or Moslems ?

T he H onourable Mr . E. M. JENKINS : I regret I have not the informa. 
tion on that point. Sir. ,

Th e H onourable Pandit  HIRDAY NATH KUNZRU : Have any o f  
those who were not formerly employed been absorbed since the war brc^e out ?

T he  H onourable Mr. E. M. JENKINS : I regret I have no specific 
information on that point. Sir. ,

T he H onourable Pandit  HIRDAY NATH KUNZRU : Is any eflFort 
being made to absorb such of them as are not employed at present ?

T he H onourable Mr. E. M. JENKINS : Well, it is clear from the figures 
I have given that out of a total of 366 apprentices, 43 are not accounted fw^
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In view of the present state of the labour market, I should say they would have 
no difficulty in securing appointments in the Ordnance Factories if they are 
stil 1 unemployed.

A ssistant F obbmen  and  F orbmkn in  Ordnance Faotoribs.
61. T he  H onourable  Pan d it  HIRDAY NATH KUNZRU : What

is the t̂ otal number of assistant foremen and foremen in the Ordnance 
Factories ? Excluding Anglo-Indians, how many of them are Indians ?

Th e H onourable Mr . E. M. JENKINS : The total number of assistant 
foremen and foremen in the Ordnance Factories is 443 of whom excluding 
Anglo-Indians 86 are Indians.
Method  BSfFLOYED in  selecting A pprentices for Ordnance  Faotorib8.

62. T h e  H onourable Pa n d it  HIRDAY NATH KUNZRU: (a) Will 
Gk>vemment state whether apprentices for Ordnance Factories and raeoial 
class apprentices for the State Railways are selected by the Federal Public 
Service Commission by means of one and the same examination ?

(6) Are the railway apprentices appointed to the Superior Revenue Estab*- 
lishment and are the apprentices selected for employment in the Ordnance- 
Factories appointed to subordinate posts on small salaries 1 If to, 
why are the latter not appointed after suitable training to the superior 
grade ?

The H onourable Mr. E. M, JENKINS : (a) Yes.
(6) Yes. The apprentice scheme for Ordnance Factories is necessarily 

devised for securing a supply of suitable candidates for the subordinate ap­
pointments in Ordnance Factories. There is however no bar to the promotion 
of ex-apprentices to the superior (gazetted) ranks if their work justifies promo* 
tion.

T he H onourable Paijdit HIRDAY NATH KUNZRU : Why are they 
not appointed to the superior posts straight off ?

T he H onourable Mr. E. M. JENKINS : The difference is this, that in 
the railway services, to which reference has been made, the number of gazetted 
posts is very much larger, whereas in the Ordnance Factories the main problem 
is limited to foremen and assistant foremen.

Th e H onourable Pan d it  HIRDAY NATH KUNZRU : Have there been 
no vacancies in the superior grades during the last 16 years to which any o f  
them could be appoint^ ?

T he  H onourable Mr . E. M. JENKINS : I regret I have not the informa* 
tion on that specific point. Sir. .

T h e  H onourable  Pan d it  HIRDAY NATH KUNZRU : Can you tell 
me whether any of these apprentices has been promoted to a superior post ?

T he H onourable Mr . E. M. JENKINS : No, Sir, I cannot give that 
information. '

. QUESTIONS AND ANSWERS. 18fr

E mploym ent of I ndlans in  the  Supply  D epartment .
63. T h e  H onourabud Pan d it  HIRDAY NATH KUNZRU : (a) ^  it a 

fact that the Resolution moved in tiie Council of State regarding the Supply^



Department whioh was accepted by Government on the 26th November, 
1940, asked among other things that early steps be taken to secure that the 
Supply Department is so organized as to safeguard and promote industries 
by the employment in important posts of an adequate number of Indians 
drown from the services and from the business organizations ”  ?

(6) What steps have Gk>vemment taken to implement this demand and 
with what results ?

The H onourable Mb. E. M. JENKINS : (a) Yes.
(6) The question of employment of Indians is always borne in mind and 

an attempt is made to find a suitable Indian for each vacancy as it occurs. 
The Resmution itself has been brought to the notice of the officers of the 
Department and except in the Munitions Production Branch, where it has 
proved impossible to find suitable Indian mechanical engineers, the appoint­
ments of Europeans and Indians made since 26th November, 1940 are fairly 
equally balanced.

Th e  H onourable Mb . HOSSAIN IMAM : Is it a fact that in the Muni­
tions Production Branch, out of 50 there are only three Indians ?

T he H onourable Mb . E. M. JENKINS ; I have not the exact figures 
before me, but the number of Indian appointments in the Munitions 
Production Branch is admittedly small.

T he  H onourable Mr . HOSSAIN IMAM : Have all the employees in 
that Department engineering qualifications ?

T he  H onourable Mr. E. M. JENKINS : Most of the officers in the 
Munitions Production Branch are necessarily engineers and a high proportion 
of them are mechanical engineers.

T he H onourable Pan d it  HIRDAY NATH KUNZRU : How many 
o f  the new officers appointed under the Director General of Munitions Produc­
tion are Indians ?

The HoNOtJRABLE Mr. E. M. JENKINS : I have not the figures with me, 
ISir, but I think that they will be placed before the House, if I remember rightly, 
in reply to a question which will be coming up on a later date.

The  H onourable Pandit  HIRDAY NATH KUNZRU : Would I be, 
generally speaking, correct in sa3ring that there has not been an increase of 
more than one or two Indians since November last 1

T he  H onourable Mb . E. M. JENKINS : I should hesitate to give any 
•exact figure. Sir.

C harges recovered  on P urchase of Stores m ade  for Foreign an d  Empire
Governm ents .

64. T h e  H on^xtrablb Mr. HOSSAIN IMAM : Will Government state 
-whether any charge is made from His Majesty’s Government and other foreign 
or  Empire countries on account of the cost of the Supply Department ? If

how much and if not, why ?
'Fhe  H onourable Mr . C. E. JONES : A departmental agency charge of 

per cent, is recovered on all purchases of stores made for foreign and Empire

190 COUNCIL OF STATE. [5 th  M a r . 1941.



QUESTIONS AND ANSWERS. 191
Governments except His Majesty’s Grovemment. As regards His Majesty’s 
Government the attention of the Honourable Member is invited to the Honour­
able the Finance Member’s reply to question No. 218 in the Legislative 
Assembly on the 22nd November, 1940.

R ural D bvblopmbnt F u n d .

65. The H okourajble M r. HOSSAIN IMAM : Will Government lay on 
the table a statement showing the unspent balances of the Rural Develop* 
ment Fund, with each Provincial Government and the Central (Jovemment 
on 31st December, 1940 and how and when they propose to spend them ?

The H on ou rable  M r. C. E. JONES : The balance in the Fund as on the 
31st December 1940 was Rs. 59,46,897.

This included a sum of Rs. 51,79,240 earmarked for the provinces and 
centrally administered areas but not yet allotted, and Rs. 7,67,^7 earmarked 
for certain approved schemes which are being administered by the Government 
of India. The details of the former item are given in the statement which I 
lay on the table.

Information regarding the balances with the Provincial Governments 
on this date is not available. The details of the accepted schemes on which 
the Provincial Governments are spending their allotments and the rate of pro­
gress of their schemes may be seen in the “  Report on the progress of the 
schemes financed from the grants for Rural Development ” which was placed 
on the table of the House on the 19th February, 1941.

The H on ourable  M r. HOSSAIN IMAM : May we ask why this delay 
that we get the information about November, 1939 in February, 1941 ? ^

The H on ourable  Mr . C. E. JONES : Because of delay in receipt of that 
information by the Government of India, Sir.

Fund for the economic development and improvement of ritral axeaa*

Total
granta

earmarked.

Total allotment 
made up till Slst 
December, 1940.

Balance available 
with the Govern­

ment of India 
on .31st Decem­

ber, 1940.

Rs. R b . . Rs.

Madras 28,73.000 20.42,100 8,30,900

Bombay 10,62»000 7,63,016 2,98,985

Bengal. . . 34,00,000 30,23,600 3,76,400

United Provinces . 32,00,000 20,70,556 11,29,444

Punjab 17,00,000 14,61,000 2,39,000

Bihar . . . 21,68,000 11.23,000 10,45,000

Central Provinces and Berar . 11,00,000 8,52,267 2,47,733
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jor  oo<̂ w7/»»c orcw^- ounni.

Total
grants

earmarked.

Total allotment 
made up till 81st 
December, 1940.

BaJanoe available 
with the Qovem 
ment of India * 
on 81st Decem­

ber, 1940.

'North West Frontier Province.
Rs.

6,00,000
Rs.

3,94,406
Rs.

2,05,696

ABsam 10,00,000 7,40,000 2,60,000

Orissa . . . 7,09,000 4,86,000 2,78,000

€ind . 4,38,000 1,74,000 2,64,000

Delhi . . 1,00,000 1,00,000 ..

Ajmer-Merwara . 1,00,000 90,817 9,188

Coorg . 1,00,000 1,00,000

1,85,60,000* 1,83,70,760 61,79,240

• Exclusive of Rg. 10 lakhs allotted to Burma.

Broadcasting Capital F u n d .
66. The H onoubablb Me . HOSSAIN IMAM : Will Qovernment lay on

the table a statement showing the amount of unspent balances of the Develop­
ment of Broadcasting Fund on 31st January, 1941, and the amounts 
sajiotioned for expenditure in 1940-41 ?

The Honoxjbable Mr . S. N. ROY ; The amount of unspent balance on the 
31st January, 1941 in the Broadcasting Capital Fund was Rs. 6,62,789. The 
amount sanctioned for expenditure out of the Fund in 1940-41 was Rs. 4,83,000.

The H on ourable  M r. HOSSAIN IMAM : On what was that expenditure 
incurred, Sir ?

T h e  H o n o u r a b l e  M r. S. N. ROY : There are so many items covered by 
it that I cannot very well take up the time of the House by reading them out. 
I f  the Honourable Member wishes, I shall lay a statement on the table.

The H on ourable  Mr . HOSSAIN IMAM : Yes, Sir, I desire a statement 
to be laid on the table.

Contracts placed  b y  the Supply  D epartm ent .
67. The koNouRABLE M r. HOSSAIN IMAM : Will Government lay on

the table a statement showing separately the contracts placed by the Supply 
Department for each of the following classes (a) one to ten lakhs in value, (6) 
ten to fifty lakhs in value, and (c) above fifty lakhs in value :—

(1) Commodity.
(2) Name of contractor.
(3) No. of t^ders received.
(4) The name of the firm or person and the rate of the lowest tender.
(6) How tenders were invited.
(6) If no tender was invited, the reasons therefor ?



T he H on ourablb  Me . E. M. JENKINS : (a), (6) and (c). I regret I cannot 
give a detaUed answer to this question. The number of orders over Rs. one 
Ukh in value runs into hundreds and it would require a considerable amount 

labour to collect and tabulate the information asked for by the Honourable 
Member. Moreover, in a number of oases, it would be inadvisable, for reasons 
o f  secrecy and military necessity, to disclose the quantities of certain stores 
pnrohafled.

R upbe  N otes .

68. The H on ou rab le  Mb . HOSSAIN IMAM: Will Government
«tate the number of one rupee notes issued by Government in each month 
aiad the number withdrawn each month up to the end of February, 1941 ?

The H onoubable Mr. C. E. JONES : As I stated in reply to the Honour- 
â ble Member’s question No. 91 on the 2nd December, 1940, no distinction 
18 maintained in the accounts of the Reserve Bank between silver rupees and 
one rupee notes.

The H on ou rab le  Mr . HOSSAIN IMAM ; May we ask, Sir, whether 
the notes a re issued in the first place to the Reserve l^nk or to the public by 
the Government ?

The H on ou rab le  M r. C. E. JONES : The notes are issued by the Gov. 
«mment to the Reserve Bank which issues them to the public-.

The H on ou rable  P andit HIRDAY NATH KUNZRU : Does the Re 
serve Bank keep no account of the number of notes received from Government ?

The H on ou rable  M r. C. E. JONES : It is quite possible that they do,
Sir.

T he H on ou rab le  P andit HIRDAY NATH KUNZRU : Then what is 
the difficulty in giving the information asked for by the Honourable;Mr. Hossain 
Imam ?

The H on ourable M r. C. E. JONES : One reason is that Government 
have no intention of commencing to make in practice a distinction which is 
not recognized by the law.

The H on ourable Pandit HIRDAY NATH KUNZRU : Then Govern­
ment are unwilling to supply the information asked for ?

The H on ourable  M r. C. E. JONES : I have nothing more to add to 
what I have said, Sir.

The H on ourable M r. HOSSAIN IMAM : May we know whether the 
fact, as stated in Statement C that only 10 crores of one rupee notes have been 
issued—is that correct up to date, Sir ?

The H onourable M r. C. E. JONES : I think not. Sir.
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INFORMATION PROMISED IN REPLY TO QUESTIONS LAID ON THE
TABLE.

T hb H onoubabls Mb . H . C. PRIOR (Labour Secretary): Sir, I lay on 
the table the reply promised to question No. 34 asked by the Honourable 
Mr. M. N. Dalai on the 25th November, 1940.

E b t a b u b h m b n t  o f  m o w  I n d u s t k u e s  in  o o m n e o t io n  w i t h  t h e  T b a n s p o b t  S y s t b i c  
o r  THIS C o u n t r y  b y  R a i I b o a d , W a t b b  a k d  A i k .

It ifl understood that by industries in oonneotion with the tranBport svstem thtf 
HonoaTable Member means industries for the manufacture of the means of tranq>ori«̂  
On this understanding, the answer to his question is as follows :—

(a) None in oonneotion with railroad transport; as regards water transport a
ravate company has been given some acres of land in the Vizagapatam 
Harbour on long term leate for the construction of shipbuilding yaid. la  
reflpect of air transport, the Hindustan Aircraft Company have started 
the construction of an aircraft factory and hope to complete it iand begin 
the construction of aircraft in a few weeks time. Qovemment have placed 
a contract with this Company for the supply of military aircraft.

(b) The Government of India have done nothing that would conduce to the es­
tablishment of any monopoly as regcu^ the manufacture of aircraft and 
ships, thou^ they are not in a position to compel industrialists to set up 
competitive establishments. As regards the manufacture of locomotives* 
the question does not seem to arise as it is not expected that the manu­
facture of locomotives will be undertaken by a private company.

Thb  H onoueablb Me . L. WILSON (Chief Commissioner for Railways) : 
Sir, I lay on the table the information promised in reply to question No. 9S 
asked by the Honourable Haji Syed Muhammad Husain on the 2nd December^ 
1940.

N a m e s  o r  M u s l im  a n d  o t h e r  C o n t r a c t o r b  r e g i s t e r e d  o n  t h e  E . B . R .  aki>
G.l.P.R.

(o)̂ _______________________________________________________________

No. of Muslim contractors who 
Total No. of con- actually got work.
tractors registered. ,---------------------- - -  ■ ■

Railway. Over Ra. 6,000. Under Rs. 5,0(K).

Non-
Muslims.

Muslims. 1038. 1939. 1940. 1988. 1939. 1940.

G. I. P. R. 
Bombay Dn. . . 36 3 .. 1 .

Poona „ 22 2 1 .. ..

Jhaosi M 47 13 11 8 9

Nagpur „ . .. IT) 1 .. ..

Jubbulpore „ . 28 7 .. 4

Bhusawal „ . 7 2

( 194 )
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1 . .
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Railway.

Total No. of oon- 
tractors registered.

No. of Muslim oontractors who 
actuall got work.

Non- Muslims.
Over Rs. 5,000.
------- ^ -

Under Re. 5,000.

Muslims. 1088. 1989. 1940. 1988. 1989. 1940.

7. R.

Howrah Dn. . 25 17 2 1 1 17 17 17

Asansol „ 42 11 1 1 6 8 11

(Dinapore „ 18 2 .. 3 2 2 2

Allahabad 25 11 4 4 6 7 7 5

Lucknow „ 21 10 10 10 10

Moradabad „ 48 27 2 17 27 26

E.B.B,  • . 320 44 9 7 7

N o t e ;—

(a) Information is given as far as is readily available.
(h) On the B. I. R. and O. I. P. R., public tenders are called for in the case of 

works costing over Rs, 5,000. No registers of approved contractors are main* 
tained.

(r) On the Dinapore, Moradabad and Lucknow Divisions of the £ . I. R. 
registers of approved contractors are not maintained and the figures given 
above relate to working oontraotors only.

(d) Of the total number of contractors registered on the E. B. R. the figures 
for Muslims and non-Muslims divided in accordance with the value of works are as
foUowB:—

No. of oontraotors for works costing over Rs. 5,000 •
No. of oontraotors for works costing over Rs. 5»000 

and under . . . . . . .

<6)

Non-
Muslims.

158

167

Muslims.
19

26

Railway.

No. of Muslim 
contractors 

who applied 
to be regis­
tered during 
1938, 1939 
and 1940.

Number regis­
tered during 
this period.

Number of 
contractors 

who actually 
got work.

1. B. B. R. 21 19 10

18. O. L P. R. 35 21 10

3. B. L R. . 44 14* 14*

RemarkB.

♦ These figures do not 
include those for 
Dinapore, Luqknow 
and Moradabad 
Divisions which do 
not maintain any 
rogister of approved 
oontractors.



INFORMATION PROMISED IN REPLY TO QUESTION LAID ON THE TABLE.
(c)__________________________________________________________________________ _

No. of refreshment No. of dining;
rooms. cars.

Railway. t--------- ^ ^  -̂-------- -̂------- —> Remarks.
Total. MuaHm. Total. Muslim.

196 couxciT. OF STATE. [ 6 t h  M a r . 1941..

1. E. B. R. . 26 12 ..  . .

2. Q. I. P. R. 15 7 !♦ .. ♦ Indian dining car eer̂
vice’ ia provided only 
on the Orand Tnmk 
Express trains between 
Balharshah and Delhi. 
The oar supplies meal» 
for all oommunitiea, 
no portion of the oar 
being set aside for aay 
one oommunity.

3. E. I. R. 39 18 4t f These oars are used
‘ ‘  the Hindu
and Muslim dining car 
contractors.

STATEMENTS, ETC., LAID ON THE TABLE.
Finance Aociottnts, 1939-40 and th e  A u d it R ep ort, 1941.

The H o n o u i^ b le  M r. C. E. JONES (Finance Secretary): Sir, I lay on 
the table a copy X of the Central Government’s Finance Accounts, 1939-40 
and the Audit Report, 1941.

BILLS PASSED BY THE LEGISLATIVE ASSEMBLY LAID ON THE
TABLE.

SECRETARY o f  th e  COUNCIL : Sir, in pursuance of rule 26 of the 
Indian Legislative Rules, I lay on the table copies of the following BiUs which 
were passed by the Legislative Assembly at its meetings held on the 28th 
February, and 3rd March, 1941, namely :—

A BiU to extend certain Acts to Berar.
A Bill to provide for the regulation of and the maintenance of discipline 

in the Assam Rifles.

MESSAGE FROM THE LEGISLATIVE ASSEMBLY.
SECRETARY o f  th e  COI^CIL ; Sir, a message has been received 

from the Secretary of the Legislative Assembly. The message runs as follows:—
“ I am directed to inform you that in accordance with rule 36 (1) of the Indian 

Legislative Rules, the amendments made by the Council of State in the Bill 
farther to amend the law relating to fraudulent marks on merchandise were 
taken into consideration by the Legislative Assembly at its meeting hold on 
Monday, the 3rd March, 1941 and that the Assembly has agreed to the amend­
ments.**

J Not printed. Copy placed in the Library of the House.



The H on ou rab le  th e  PRESIDENT : Honourable Members, we will 
now proceed with the discussion of the Budget, Part II. I do not wish to 
depart from the usual practice which I have followed for many years in this 
House of allowing Honourable Members freedom of speech provided they do 
not extend their speeches to such a length as to be little more than cumbersome 
to Honourable Members. But the debates in this House are becoming more 
interesting and many more Honourable Members take part in these debates. 
I find that the time which is generally allowed by His Excellency the Viceroy 
for the discussion of the Budget in this House is small. But there we have no 
remedy since the matter rests with His Excellency the Viceroy. But I must 
bring to your notice that it is becoming the tendency in this House to lengthen 
out the debates and that many Honourable Members actually repeat the argu­
ments and points raised by previous speakers and thus a considerable amount 
of time is wasted in these debates. In proceeding in such a manner all 
interest is lost in the debates at a later stage of the day ; members leave the 
House and the debate becomes uninteresting. I would therefore commend 
to your attention the practice which prevails in the House of Commons, and 
I think this is the right time now that we should resort to that practice, which 
I may briefly explain to you. There the Leaders of the different Parties make 
it their duty to select the members of their Parties who are to participate 
in the debates. Not only does the selection rest with them, the Leaders also 
assign the subjects with which each member should deal. The result is that 
the debates become very interesting as the various speakers have studied 
their subjects thoroughly without repeating the arguments of members who 
have spoken before. The debates are not tiresome and uninteresting. I f  
you would adopt that practice before a debate takes place on the Budget, 
of selecting the speakers and the subjects they are to deal with, our debates will 
be entitled not only to the respect of the House but will be read by the public 
with groat interest. I commend this practice to you. Meanwhile, I do not 
wish to make any alteration in the practice we have followed. Perhaps you 
wiU give this matter your attention as early as possible. I will only request 
Honourable Members to bear in mind that half an hour has already gone in 
question time and there are many Members who are anxious to speak on the 
Budget, and therefore I hope you will exercise your good sense and discretion 
and limit your speeches to a reasonable extent.

The H on oubable Sir A. P. PATRO (Nominated Non-Official): Sir, 
after the clear and informing statement by the Honourable the Finance Secre­
tary in this House there is very little room for controversial points on the civil 
estimates. The increasing and colossal expenditure and conseouent deficits 
are the real vital points in the Budget, and they have to be dealt with along 
with the place of industries in the organization of the war effort and afterwards. 
These are the two points which I propose to touch on in the course of the brief 
remarks I propose to make.

Sir, this second war budget is not a surprise one to the country. The 
country was warned last November by the Honourable the Finance Member in 
discussing the emergency budget that India must be prepared for a large deficit 
and the consequent liability to make up that deficit. But the surprise is that 
in making up that deficit the Honourable the Finance Member has made tha
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burden as slight as possible. Many sections of the people thought it would be 
much heavier. The current deficit of Rs. 8*42 crores and the prospective 
deficit of Rs. 20 crores is sought to be made up by taxation as well as by loan. 
It was at one time thought that the present burden should not be shared by 
the future. In fact when I advanced that theory of meeting the deficits by 
loans and not wholly from Taxation the Finance Member treati^ it with scant 
courtesy ?\nd said it could not be accepted. But I am glad now that the gap. 
between revenue from taxation and the uncovered deficit is to be covered by 
means ofloans, that the future also has to share in the burdens of the present. 
That is really a welcome feature of the Budget. I am glad to say that the 
increased rates of excess profits tax and super-tax and the other indirect 
taxes are such that they do not afifect the masses and the lower middle classes 
of the people. Those only are affected who make large profits out of the war 
and they must necessarily contribute a portion of their profits towards the 
war eflFort. The taxation proposals have in fact been described as a “ painless 
extraction ”  from the people with a view to helping the war. A noteworthy 
feature of the Budget is al^  this, that the taxation proposals leave the country 
prepared to be able to meet future contingencies. It is obvious that this is 
not all that will be needed. Circumstances are moving rapidly and the in- 
temational situation has become so very alarming it may be necessary for the 
Finance Member to bring in another emergency budget in a short time. We 
can see the indication in the news. Things are not at all satisfactory. There­
fore the Finance Member will be perfectly justified in asking us again to make 
additional sacrifices in the interest of the defence of India and in order to defeat 
Nazism, and it is not easy to say how great that additional burden may be.

The second point I wish to place before this House is the relief which we 
obtained from the repayment of the sterling loan. India’s sterling debt 
having been relieved, the explanation ofiFered by the Honourable the Finance 
Secretly  here in this House really clears many suspicions and doubts which 
had been given vent to in the press and on the platform in regard to this aspect 
o f the Budget. In wiping out the external debt our financial credit has thereby 
been enhanced. Another thing it has done is to knock on the head the oft- 
repeated chaise of the drain on India. This freedom from external debt is a 
strong factor in regard to India’s capacity to manage her own afifairs hereafter. 
That is the point I wish to press before this House, that this is a relief to us» 
not only in the matter of immediate reduction of interest charges, but it is a 
real indication of the capacity of India to manage her own affairs hereafter.

Now, the third point which I wish to refer to is the inordinate expenditure 
on Defence. Of course compared with other countries, and the conditions of 
other countries, we are comparatively free from heavy burdens ; in fact we 
enjoy comparative peace and happiness but what is it considering the economic 
condition of our country ? We cannot look upon the alarming rise of expen­
diture with equanimity. What was Rs. 38 crores of defence expenditure in 
the Budget of 1939-40 has now come to Rs. 84-13 crores—an enormous 
rise of more than Rs. 40 crores in the course of a few months. We do not 
complain of this expenditure nor of the necessity for such heavy expenditure. 
It is the primary duty of India to defend herself and to assist Great Britain 
in defeating Nazism. We are all bound to work whole-heartedly to crush 
Nazism, ^ y  sacrifice that India can make in the matter is not too much 
and therefore it should be the endeavour of India to be able to defend herself 
and to assist Great Britain in defeating Nazism. This morning I saw a message 
from the A. P. I. from Wardhaganj that permission has ^een granted to
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Satyagrahifl to go from door to door and to preach against the war in the 
villages and in the towns. If this is the attitude of certain classes of people, I 
am sure that Government have to take strong measures to prevent such a 
disaster taking place in the mofussil areas. Within the last few days I have 
been going about in the villages and I have observed the mentality, the attitude, 
of the rural population. They are not in the least concerned with anti-war 
agitation. On the other hand there have been such voluntary contributions 
not only to the funds opened by the Gbvemor of Madras but also in the matter 
of loans. Even village officers and the rich ryots have been investing their 
money on loans. Therefore, it was very interesting to me to observe how in 
the rural areas people have been responding to the call of duty, to the call 
of the country, to defend themselves and to defeat Nazism. While this is the 
feeling now prevailing, it is a surprise that from Wardhaganj a message should 
issue that from door to door anti-war propaganda should be carried on and 
I am sure that no one here in this House will S3mipathize with such an attitude 
that has been taken up. It is all disaster—disaster from the beginning to the 
end—and not in the interests of the country or the people ; it is suicidal. Every 
form of activity which helps Nazism ought to be summarily dealt with  ̂ Let 
it be understo^ by all that the destiny, political and economic, of India is 
bound up with the success of Great Britain. Wlien Great Britain succeeds 
with our help and assistance, when we defend ourselves ably and courageously, 
then is the occasion for us to fight for Swaraj. Then no none will be behind 
the times. Swaraj is our birthright and we have to fight for i t ; but this is 
not the occasion when we have to assert any such demands. Our present 
duty is to see that the enemy at the door is driven out, defeated and crushed  ̂
That is the urgent duty that lies before us. Therefore we must all realize 
that the success of Great Britain is very necessary in the interests of India 
herself. Now, Sir, it is no doubt very satisfactory to note that in fact the 
military conscience o f Army Headquarters has been roused to the necessity 
of being more active and a little more frank in the matter of its dealings, but 
yet the whole question remains. What is the policy which Defence has got 
in regard to India and what is the role the Indian Army occupy in the dispen­
sation of the army ? These are questions which have not been solved and it 
is therefore necessary to evoke greater interest in the war effort, an abiding 
interest among the people that Defence is their own business and not that o f 
the foreigner. The old theory is that it is the duty of India to guard ihe fron­
tiers and to have internal peace, and the rest, all external defence, is to be 
carried out by Great Britain for India. Four hundred millions of people have 
to be defencded, not by themselves, not by their own sons, but by outsiders ; 
the Imperial Army of Great Britain has to undertake the responsibility o f 
protecting Indians and the duty of Indians is only to guard the frontier and 
to maintain internal peace. This has been the principle of Defence. But 
where is the policy laid down ? The policy has not yet been laid down with 
regard to Defence in India. We demand that the Defence Department ought 
clearly and unambiguously lay down what is its position. In the Draft In­
structions to the Governor General, Parliament has stated that the Defence 
of India must to an increasing extent be the concern of the Indian people. 
That was clearly stated in the Instrument of Instructions. What has been 
done since ? Every year Rs. 38 to Rs. 45 crores have been spent, tragic ex­
penditure without a corresponding benefit to the Indian Army. The Defence 
Department has been spending all this money extravagantly. What is cor­
respondingly the improvement effected in the Indian Anny ? Until the 
eyes of the Army Headquarters and Defence Department were opened by the 
expert commit^e, the Ohatfield Committee, we have had no scientific equip­
ment, no equipment of any sort for modem requirements, but we had only the
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old instrument, antedoluvian machinery, and 400 millions of people to be 
defended. What is it then that this vast sum of Rs. 45 orores is utilized for ? 
The Chatfield Committee recommended that the oH principle of allowing India 
to defend only the frontiers and to maintain internal peace, and the rest to 
be undertaken by the British Government, ought to be scrapped ; it is no 
longer desirable both in the interests of India and Great Britain. While they 
recommended that the limits of Indian protection should be extended both 
in the East and in the West, they have also made a comprehensive statement 
as regards the development of the army, navy and air force, all to be completed 
■withm a period of five years. No doubt with regard to the navy they have 
iBbted a longer period. But then this comprehensive scheme which they 
have recommended is also to be supported by the British exchequer. £34 
millions have to be provided by the British exchequer, three-fourths of which 
would be granted free and one-fourth would be interest-free. Now this finan­
cial responsibility was undertaken by the British exchequer because the Com­
mittee laid down the joint responsibility of India and Britain for the defence 
o f India. It is not only that Great Britain should protect India but Great 
Britain and India should jointly be responsible for the defence of India. 
Hence, Sir, if there is an enhancement in the expenditure on the defence of 
India and if there is a contribution by the British exchequer, it is a necessary 
one and joiat responsibility therefore has been established by the recommenda­
tions of this expert committee. But the expert committee reported in Feb­
ruary, 1939 and the war broke out in September, 1939 and now we do not know 
where we are with regard to these recommendations of the Chatfield Committee. 
Nevertheless there is one thing certain, that a certain amount of reform has 
been inaugurated, that the changes that have been introduced are such that, 
while the enemy ia at the gate knocking with sword in hand, and while aero­
planes are threatening everywhere, we have begun ladst-moment preparations. 
Last moment preparations necessarily involve hurried expenditure, waste of 
the Indian taxpayer’s money, and inevitably so. Therefore, Sir, I plead 
in all earnestness that the Defence Department should not hereafter sit behind 
closed doors. This mystery and this reticence of the Defence Department 
must disappear. What is necessary is that the pubUc must be taken into 
confidence, either a standing committee or an advisory committee or any other 
form of committee should be set up, not with reference to political parties. 
If you associate political parties with it, I am sure you wiU not be able to form 
a committee of that type. There will be conflict. But if you have got in­
dependent men of administrative experience and knowledge and who have 
gone through the discipline of action, they will be able to help the Government 
in this matter and act as advisers to the people themselves. The public at 
present feels they have no interest in defence matters. What have they got 
to do in order to support the proposals of the Government ? We have not 
been asked, wo have not been consulted, we do not know what is taking place. 
That is the attitude I find in several places during my tours. And if this is 
the attitude of mind that is developing and deepening in the country, then, 
Sir, it is not at all safe for the British Government. It should not be a per­
manent feature. Even now it is not too late. The Government must wake up 
and take the people into their confidence and have some sort of organization 
by which there will be some communication between the Government and the 
people. In that case there will be no difficulty in the Government enlisting 
the wholehearted sympathy and support of the people. And therefore I 
very earnestly urge that the Government should lose no 4)in̂ e in establishing 
relationship between the people and the Defence Department. Failure to 
do so will be fraught with serious consequences hereafter.
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Now, Sir, the last point which I wish to refer to is the position of industries 
in India. The war no doubt has given a stimulus to many industries to help 
in the war eflFort. New factories, new workshops, have all been started. But 
then what will be the effect of these activities after the war ? Now it is time 
that the Government made an intensive eflFort to promote industries and thev 
should lose no time. There should therefore be an agency established which 
would be in existence to assume responsibility and continue to foster these 
industries after the war. If that is not done in regard to the major industries, 
that is the heavy industries, with a long-range policy, I fear that those indus­
tries to which impetus has been given now may not continue to flourish. I 
quite agree that it is necessary that there should be greater organization among 
the people and a greater co-operative spirit shown among the people them­
selves with a view to assist the Government in the matter o f organizing the 
industries, but at the same time the Government must establish some agency 
by which the industrial development which has been inaugurated may be 
continued. And I am sure the Government will not be at all behind the times 
in establishing such an agency. What is necessary is to continue the stability 
and continuance of the industries now started. We do not want industrial 
stagnation which has been too much in evidence heretofore. Possibly it will 
be not stagnation but actual decline after the wax, India’s progress depends 
not so much on forms of government and constitutional changes as on sound 
economic foundations and that is what is necessary for all thoughtful Indians 
to consider at present in regard to industry. Meanwhile, it is our duty as 
citizens of India, our duty as public men, in our own interests and in the in­
terests of Great Britain, that we should wholeheartedly work and co-operate 
for the successful defence of India and for the success of Great Britain and 
the defeat of Nazism. Crush the enemy by all means possible, by the high 
•courage and resources which India could place at the disposal of Great Britain 
to defeat Nazism.

T he H onoubablb  Mb. SHANTIDAS ASKURAN (Bombay: Non- 
Muhammadan) ; Sir, in offering a few comments on the Budget for this year, 
an outstanding fact which has to be borne in mind by everyone concerned in 
the welfare of this country is the grave warning issued by the Prime Minister 
a few weeks ago. He declared in a broadcast speech that though a British 
victory was certain as the final outcome of this war, one must be prepared to 
see during the current year Nazi legions near the gateway of India.

I believe, Sir, that the extremely heavy defence Budget announced last 
week is an indication that the authorities have taken fully into accoimt the 
gravity o f the international situation as disclosed in this statement by the 
Prime Minister.

The total expenditure on the Defence Services, both effective and non- 
12 Nook. effective in 1939-40 was estimated at Rs. 45 crores. This

‘ increased to about Rs. 50 crores by the end of the year.
The revised estimate for 1940-41 is Rs. 72 crores, or an increase of Rs. 27 
crores on the pre-war budget; and the budget estimate for 1941-42 is Rs. 84 
crores, or an increase of Rs. 39 crores over the pre-war figures. The excess 
in these years will thus amount to more than Rs. 70 crores, and even this 
huge figure may be further increased during the course of tliis year. Apart 
from the valuable assistance India is giving in regard to supplies o f all kinds 
to His Majegl^y’s Government, the burden on India must be measured by 
this amount o f Rs. 70 crores.
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Sir, to fijaanoe this expenditure, new taxation, estimated to bring in 

Rs. 11.8 orores was im p ost in the Budget for 1940-41 ; this waB supple­
mented by further taxation in the middle o f the year, amoxmting to Bs. & 
orores. Out of this total additional taxation of Bs. 17.8 orores imposed 
last year, I estimate that more than Bs. 14 orores was realized during the year, 
as some of the new measures were in operation for only part o f the year. Ta 
this increase o f Bs. 17.8 orores of new taxation which will be fully effective 
in the coming year, we have a further addition of Bs. 6.6 orores, making a 
total o f Bs. 24.4 orores. I f  we take the realized amount of additional taxa­
tion of last year at Bs. 14 orores, and the full efFect of all the war taxes in the 
coming year at Bs. 24.4 orores, we find that more than Bs. 38 orores will be* 
raised by pew taxation from the people in two years to finance the war burden 
o f Bs. 70 orores, the remaining coming out of loans. I shall be glad if these 
figures are corrected by the Government. I am sure, Sir, that even if there 
be small changes in detail the main features of the entire position will not be 
altered.

Sir, I have no wish to be critical at this juncture of the proposals placed 
before this House by the spokesman of the Finance Department last week. 
But I earnestly hope that I will not be misunderstood in repeating the remark 
T had made in the course of my speech on the Finance Bill in November la«t  ̂
namely, that the taxpayer should have an assurance that he gets full value 
for the money collected from him for the defence of the country. Sir, the 
Honourable the Supply Member earned the gratitude of the Hou^e by an­
nouncing in November last the formation of a special Committee consisting 
of elected Members drawn from both Houses to scrutinize the expenditure 
of the Supply Department. I venture to suggest. Sir, to the new Commander- 
in-Chief, whose first speech in this House the other day gave so much cause 
for satisfaction that he too should follow the example of the Honourable 
the Supply Member and set up a similai’ Committee to scrutinize all defence 
expenditure. Nothing, 1 venture to submit, will infuse so much confidence 
into the public that there is no extravagance or waste as such a step on the 
part of His Excellency the Commander-in-Chief.

Two other suggestions I would respectfully commend to the attention o f  
His Excellency. I am confident. Sir, that I am voicing the opinion of a large 
section, not only in this House but outside, in saying that the suspension of 
the work of the Army Indianization Committee soon after the commence­
ment of the war created widespread disappointment. We were all gratified 
when the Defence Secretary declared in the other House that the distinction 
between martial and non-martial races is no longer operative. Everyone 
will support the efforts of the Defence Department to secure the best material,, 
whether for the Army, the Navy, or the Air Force.' No one, I am sure, wants 
to see the defence forces recruited predominantly from any one community 
or any one province. Sir, I would go further and say that in a grave emer­
gency like the present one, all distinctions, including that between British 
India and the States, should be dropped. His Excellency the Viceroy, in 
his offer to expand the Executive Council, made in August last year, had 
suggested the creation of a War Advisory Council, representative both o f 
British India and of Indian States.

Sir, we all deeply regret the tragic fact that so far no political settlement 
has been reached, so that India as a whole could devote her entire attention 
to the active prosecution of the war. Speaking as a businessacan. Sir, I can­
not but deplore the tendency on the part of the major political parties in this
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country to concentrate on party cries and slogans which cannot lead to a. 
harmonious solution of the complex political problems of this country. Sir̂  ̂
if I may be permitted to make the remark, this is not the time for raising the 
cry of independence or of Pakistan. What the country needs is peaceful,, 
internal adjustment, so that we may have a Government at the centie and in 
the provinces representative of the people and determined to play a worthy 
and noble part in the world fight for freedom and democracy. I only hope, 
Sir, that His Excellency the Viceroy, who has already given many proofs o f  
his interest in the abiding welfare of this country, will not be deterred by the 
failure of political parties in this country to come together in a spirit of mutual 
accommodation. This is not a time when either the Government or the people 
should lose heart and despair of a solution.

But, Sir, whenever a political settlement may come, sooner 1 hope rathei;. 
than later, the establishment of a War Advisory Council should not be delayed 
any further. There must be set up without any delay a Council which would 
command the confidence of the Princes and the people o f India to co-operate 
with His Excellency the Commander-in-Chief and the Defence Department in. 
all measures which have a direct or even indirect bearing on the prosecution 
o f i^e wari

After these general remarks, I will now proceed to make a few comments 
on the budget proposals placed before this House.

Sir, what is disquieting about the Finance Member’s statement is the 
frequency with which he imposes new burdens on industry even before it has 
had time to recover from his previous impositions. The excess profits tax 
was levied at 60 per cent, only three months ago. And yet he has now come 
forward with the decision to raise it to 66 2/3 per cent. No doubt, we shall̂  
be told that the industrialists in this country are more fortunate than in 
Britain where the entire proceeds of excess profits tax are taken by the Gov­
ernment. Conditions, Sir, are very diflferent in the two countries ; and there 
can be no fair comparison between the capacity of British industry well 
developed over a period o f centuries and industry in this country, a great 
deal of which is new and cannot therefore bear the same shocks. But, Sir, 
even in Britain, the Government is now actively considering a proposal to 
set aside half the proceeds of excess profits tax, not for the purpose o f meeting 
war expenditure, but as a reserve fiind to assist the various industries in 
changing over to peace conditions at the end of the war. It was stated re­
cently that this pro]X)sal arose from complaints from industrialists that a 
levy of a hundred per cent, of excess piofits tax would not allow them to make 
any provision for this essential purpose. I put it to the Honourable the 
Finance Member whether Indian industrialists, even though they may be 
paying only 66 2/3 per cent., are not in an even more helpless position. It is,
I maintain, the duty of the Government to take every possible step to see that 
industry can without suffering damage bear such heavy taxation.

Sir, during the last war, the Government of India of that time saw the 
necessity for appointing an Industrial Commission under the Chairmanship of 
Sir Thomas Holland. That Conmiission made a comprehensive report, though 
it deliberately ruled out from the scope of its inquiry the question of fiscal 
policy. I put it to the Gk>vernment today whether something should not be 
done at once to review the entire industrial position in this country, both as 
regards industries which are already in existence and those which it would 
pay the country to start under war conditions. Men like Dr. John Matthai, 
President o f^ p re  than one Tariff Board and for many years the Director 
General of Commerical Intelligence with the Government of India, have
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advocated a complete overhaul of our protective policy. Dr. Matthai pointed 
out in a recent statement that the conditions laid down by the Fiscal Com­
mission almost two decades ago for discriminating protection being granted 
to an industry are too stringent and somewhat difficult to work. Speaking 
from personal experience, he suggested that for the pmpose of speedier work 
there should be a Tariff Commissioner, who, for more importapt or more 
elaborate inquiries, should be assisted by two colleagues, co-opted for the 
purpose.

Whether the Grovernment of India find this suggestion the most effective 
for the purpose in view or not, the point I wish to make, Sir, is that there 
should be a thorough-going review of our fiscal policy inaugurated under very 

‘̂ different conditions in 1923. I would, therefore, earnestly commend to the 
notice of the Government of India for their acceptance the appointment of 
an Industrial Commission which would also review the workii^ of our fiscal 
policy.

Sir, if I had the time, I could have gone into the details of the needs of 
industries like chemicals and those connected with heavy engineering and 
electrical works, not to mention aircraft, ship-building and motor car manu­
facture. All these are bound to play a most important part in the future 
development of our industrial organization. It is satisfactory to note from 
the speech of the Honourable the Finance Member that the number of items 
of medical stores imported into India has dropped considerably and that 
many items which were imported until recently are either now manufactured 
in India or substitutes are being found for them in this country. Sir, if I am 
not going out of my way, I would like to suggest that there should be an in­
quiry into patent drugs originating from enemy countries with a view to 
startiog the manufacture of such drugs in this country. The war gives this 
country a unique opportunity which I consider should not be lost.

Sir, this brings me naturally on to an aspect of the work of the Eastern 
Group Council which has just commenced its work in Delhi. Some of the 
Dominions also will be represented on this Council. This House is under a 
handicap in referring to the work of the Supply Council, because no authori­
tative statement has yet been made to indicate the scope and nature of its 
activities. But, Sir, it would be relevant to point out the attitude of the 
Dominions in this matter. When Canada was told at the commencement of 
the war that she should produce only those articles for which she has natural 
facilities, in other words that she should concentrate on fewer materials but 
produce these in larger quantities, she insisted on a selfnauflficient and well- 
rounded military establishment. The result. Sir, is that Canada produces 
today practically everything she re quires—warships, ordinary ships, motor 
tr;icks, cars, tanks, air-frames and explosives. I believe that nearly 
three-fourths of the now factories in Canada are on British account. Both 
Canada and Australia control their foreign exchange and shipping, in order to 
give effect to this policy of self-sufficiency. Australia has obtained Britain’s 
consent for using up ali her dollar resources in a manner most useful for her 
internal development. Sir, the contrast between the position of the two Domi­
nions that I have mentioned and India is too obvious to need further com­
ment. In regard to the surcharge on income-tax, I consider it unfortunate, 
particularly from the point of view of those whose income is in the lower 
grades and those who have fixed incomes. These persons are already hit by 
higher prices to some extent; they also contribute to the enhanced indirect 
taxes on sugar, petrol, railway rates, postal rates, matches, and so o n ; in
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addition to these, they are now asked to pay the high figure of 33 1/3 per cent. 
AS a surcharge on their existing income-tax. Prom the point of view of the 
total burden of taxes, if an inquiry were made, it will be found that the middle 
classes and persons with fixed incomes of moderate dimensions are treated 
more severely than other sections of the people.

Regarding matches, prices have already gono up partly because the stocks 
have gone low. The sudden and further incretise in the price of this article 
of common necessity will be, I fear, a great hardship for everybody. In my 
opinion, Sir, the increase in prices will be so great that there will be a reaction 
on the match industry, because consumption is likely to go down.

So far as the new duty on tyres and tubes is concerned, at first sight it 
may appear to fall only on the well-to-do. But this is not the whole truth. 
Motoi* transport has b^n taxed heavily, both by the Central and Provincial 
Oovernments, and this further addition to it may prove more burdensome 
than the Honourable the Finance Member appears to think. In a vast coun­
try like ours, where railway facilities are so in^equate, motor transport should 
be encouraged in all possible ways, instead of being taxed in this way. I 
<5annot help remarking that the outlook of the authorities on this question is 
short-sighted and requires urgent revision.

Sir, the import dutj  ̂ on artificial silk yam and thread is also treated as 
■a small measure, along with the duty on tyres and tubes. It may be small in 
comparison to other and heavy taxes. But it has a great significance from 
another point of view. The artificial silk industry is an infant industry in 
the country. It meets with severe competition from imported goods chiefly 
Japanese. The new duty will increase the cost of production of this industry 
which is dependent on imported yarn and thread. I am not able to under­
stand why the Honourable the Finance Member has overlooked this obvious 
difiiculty which will be created by his proposal. Why has this new industry 
been selected for this sacrifice ? The Grovernment of India is loud in its pro­
fessions to help industries in this country. I am surprised that the Govern­
ment should inflict such an unwarranted blow on a new industry given in 
this way in the name of war effort. I do* appeal to the Honourable Member to 
reconsider his decision and drop a proposal, which, after all, will add only a 
few lakhs to his revenues, but may deal a heavy blow to such a small newly 
started industry and to handloom weavers spread all over the country and 
earning a precarious livelihood.

Sir, I listened to the criticisms of this proposal and to the reply of the 
Honourable the Finance Member in the other House yesterday in justification 
of his proposed duty. Sir, the Honourable Member seems to have overlooked 
the circumstances under which art silk cloth has been growing in popularity 
in thia country. In times of comparative prosperity a large nu!mber of even 
poor people were in the habit of purchasing silk for occasions like marriages 
and religious festivals. But with the fall in commodity prices and the conse­
quent reduction of the purchasing power in the masses on the one hand, and 
increase in the general cost of living on account of taxation and enhance­
ment of railway freight on the other, art silk, being cheaper, took the place of 
genuine silk particularly during the last five years. As a result of this demand 
for art silk cloth, textile mills have been using silk yarn to a certain extent 
And handloom weavers have been producing art silk cloth. Thousands of 
handloom weavers have thus found work and a means of livelihood in several 
parts of India. There are today at least 6,000 looms in the country producing 
art silk cloth and at least 26,000 families are earning a living from this new 
industry. Now, Sir, with the two annas extra duty I calculate that the hand­
loom worker who consumes on an average one and a half to two lbs. of yagi *
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will sacrifice three to four annas a day out of his earnings. I may point out 
that this industry is not competing with the cotton textile industry because 
the price of cotton yarn is between four to seven annas a lb. whereas art 
silk yarn prices range between fourteen annas and two rupees a lb. The 
Honourabfe the Finance Member's imposition of an extra duty without a 
corresponding duty on imported art silk cloth is therefore likely to kill this- 
new industry in its infancy and throw thousands of poor hand-loom weavers 
out of employment. '

T he H okou bab le Sib JEREMY RAISMAN : Why don’t you mentioa 
the existing rate of duty on the imports of art silk fabrics ?

T he H onoubable Mb. SHANTIDAS ASKURAN : That is the reason 
why this industry has come into being.

T he H okou bab le Sib JEREMY RAISMAN : Why don’t you mention 
such an important fact ?

T he H on oubable Mb. SHANTIDAS ASKURAN : It is a well known, 
fact, Sir. '

There is also the possibility, perhaps I should say the certainty, of thia 
industry being transferred to the Indian States, especially the maritime States. 
Should such a transfer take place, the Honourable the Finance Member instead 
of increasing his revenue by Rs. 36 lakhs wiU lose in course of time the oustoms  ̂
duty and the income-tax ; because it may be more economical to transfer 
the machinery which is l i^ t  and cheap to a neighbouring State. I do not 
believe, Sir, that the Honourable the Finance Member will do anything to- 
prevent such a transfer to the States from taking place, since the Ptinces are 
at present throwing their energies and resources wholeheartedly into the 
prosecution of the war. Therefore, I feel bound to warn the Honourable the 
Finance Member that the effect of this duty may ultimately be to drive a new 
industry into the States, without bringing any benefit to the revenues of the 
Central Government.

There is another aspect of the Budget speech which merits a reference. 
The Honourable the Finance Member has indicated that the uncovered deficit 
this year will Rs. 1,385 lakhs. There is one consolation for some of us who 
urged him last year that war expenditure being abnormal, it would be right 
for him to resort to borrowing to meet at least a portion of such expenditure^ 
I am glad, Sir, that he has seen the wisdom of adopting such a course thia 
year. At the same time, there is a disquieting suggestion in his speech that 
heavy as defence expenditure is, more than Rs. 84 crores, there may be un­
foreseeable items cropping up in the course of the year. Remembering a 
similar warning he gave us a year ago and the fact that in November he came 
forward with fresh proposals for taxation, one cannot help fearing that he 
may come to us twice a year for so long as the war lasts. I would beg him to 
realize that it would be better for industry and the country’s economic life 
generally, that he should reveal the whole truth in the nortnal budget session 
and not in stages. There is a reference in his speech to the possibility of 
reduciog the deficit as a result of modifications in the Indo-Burma trade 
agreement. Sir, I must warn him in advance that if he implies thereby that 
he will impose a duty on the goods tĥ rt Burma sends to this country he must 
at any rate leave rice out of account. Burma rice is the staple ^article of food
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for the poorest classes in India. This year we have a shortage of the rice crop 
in Bengal. Prices, as the Honourable the Finance Member is aware, have 
already begun to go up because of shipping difficulties. If, in addition, there 
should be a duty on the imports of Burma rice the Finance Member will be 
taxing the food of the poorest classes in India at a time when they can least 
aCFord to bear the burden.

Sir, I make no apology for making this appeal to the Honourable the 
Finance Member. I have already referred, in an earlier part of my speech, 
to the measures that are being contemplated by the Britii^ Government for 
comprehensive planning, not only of industrial reconstruction after the war, 
but also of agriculture. Let the Government here similarly prove that they 
too are taking a long view of things. Incredibly large sums of money are, 
of course, wanted for the prosecution of the war. But the collection of the 
revenue is not the only business of a modern Government. In making these 
heavy demands upon the people of the country, let the Government come 
forward with well considered plans for industrial co-ordination and planning. 
Sir, the Honourable Member in change of Commerce and Industry has been 
trying to do his best to assist Indian industries, but he bears at present far 
too heavy a burden on his shoulders. Industrial co-ordination and planning 
should receive his full and undisturbed attention so that at the end oi the war 
an era of reconstruction may be ushered which will mean prosperity for all 
classes of people.

The H onoubablb M ah abajadhibaja Sib KAMESHAB SINGH or 
Dabbhai^ga (Bihar : Non-Muhammadan) : Mr. President, more than once 
I have made it clear what my attitude is towards war measures, and I shall be 
doing so once again when I say that I consider no sacrifice too great for vindi­
cating the honour of my King and Country. The present war is a deadly strug­
gle between diametrically opposite forces for having the upper hand to shape 
the future of mankind. It is going to decide whether civilization or barbarism, 
whether the idea of free growth of nations or that of racial domination, whether 
humanity or brute force is to predominate in the world to come. I have 
no doubt whatsoever that the cause championed by the British Empire will 
ultimately triumph but at the same time I am convinced that the struggle will 
be a long one and it will put every man and woman of the present generation 
to the severest test. I am sure that, generally speaking, the whole o f India 
wishes that Britain may win the war and feels more or less confident that she 
will win the war. Had it not been so, there would not have been so much agita­
tion about the status of this country, so many claims and counter-claims to the 
position and privileges of this comraimity and that and so much fuss about the 
conditions on which this section or that will join in war efforts. All these 
presuppose that it will be Britain with whom India shall have ultimately to 
settle her accounts and the hour of her need is the best time to strike the bargain. 
This is my reading of the situation and I shall be lacking in candour if I do not 
say with due respect that to me and to the pepple of my way of thinking the 
methods employed by parties that dominate in the political field today are 
highly improper. Issues much larger than those put forward by the leaders 
of these political parties demand immediate solution by the world. They are 
talking of definition of their rights in a property when the property itself is in the 
danger of being snatched away from one who claims to hold it on trust. They 
are disputing the rights of the trustee when an outsider claims by the right of 
his might the absolute ownership of the trust property. They are arguing 
about unfulfilled promises when the question is whether they will remain in a 
condition to Ij^ve what-they have got. In my opinion they should have kept

GENERAL DISCUSSION OF THE GENERAL BUDGET, 1941-42. 207



[Sir Kameshar SiDji;h.]
these considerations aside till the world becomes free from the Nazi, the Fasist 
and I hope also the Bolshevist menace for Britain needs our fullest support 
in putting an end to them and our non-co-operation at this 
juncture amounts to our helping those whose defeat we earnest­
ly desire—nay, whose defeat some of us have taken for granted. So far, 
therefore, as the present war is concerned, our duty is clear and that is to  
forget our differences with the British Government for the time being and 
stand by it loyeJly and steadfastly, as other units of the British Empire have 
done, in the Itfe and death struggle that is shaking the world.

Unimaginativeness of Oovernment,—Sir, but I can not help thinking 
that the Government has failed to produce the war atmosphere. It is true that 
taxation is mounting up and donations to War Funds are coming in but there 
is a lack of that feeling of making the cause one's own which is so very essential 
for the success of a struggle such as this. The non-officials who finance the 
war do not count at all. They have no position or status. As a result of this 
fi t̂titude people in general do not realize that it is their own battle that they are 
fighting. There is a feeling of distrust, and I am afraid it is growing. The 
officials feel that every thing is done by them and it will be dangerous to transfer 
any real responsibility to the non-officials irrespective of their attitude towards 
the war. The political parties, we know, have made no secret of their intentions. 
They are in a bargaining spirit and I do not minimize the difficulties of Govern­
ment in striking a bargain at a time like this. But there are other people who 
have pledged their unconditional support to Government in their war efforts 
and I wonder why they are treated with such cold neglect. The question of 
expansion of Viceroy’s Executive Council and the constitution of the War Board 
was shelved on account of the failure of the Congress and the Muslim League 
Parties to come to a working arrangement. After all, there are quite a number 
of eminent men in India not belonging to these political parties who can render 
valuable services and guide the affairs of their country during these troublesome 
times and yet they are not considered fit even to be cpnsulted. They are not 
allowed to share the responsibilities for the defence of their country. They 
are expected to put forth money, men and resources but are denied any voice 
in the utilization of it. It looks that there is no other element in India in the 
eyes of the powers that be except the Congress and the Muslim League and when 
there is no harmony in them British element alone can replace them. If such 
a policy is going to be pursued my apprehension is that even most of those who 
consider it to be a patriotic act to help Britain to win the war wiU lose all 
interest. What interest can they have in the matter when they get the idea 
that those whom they support can only humiliate them ? I hope, however, 
that Government will not commit the blunder of alienating the sympathy 
and support of those who are standing by it even at the risk of heing misunder­
stood, and act in such a manner as may give the impression that friendship is 
reciprocated, support is appreciated and the collaborators in this hazardous 
enterprise have free and equal status. It is true that War Committees have 
been formed throughout India afid they are doing good work. But the scope 
of their activities is so limited, the nature of their work is so one-sided, and the 
prospect before them is so hazy that one would reaDy marvel at what they 
have been able to do.

What message has the Secretary of State or His Excellency the Viceroy 
given to the 400 million people of this country except that they are naughty 
children and unless they cease quarrelling they cannot have any place in tha 
household ? Is that the way to ward off aggression ? This simply shows 
mutual distrust and unless there is the feeling that the home is theirs and shall
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be theirs if they drive out the aggressor how can they be expected to take any 
interest in protecting it ? The Prime Minister unhappily has chosen to be 
discreetly silent about us. We are left to guess things for ourselves and I 
think that it is the deep-rooted traditional loyalty of Indians to the Throne 
and person of the King Emperor that alone is responsible for the response this 
country has given. .

Sir, if the Governments both in England and in this country would have 
been practical and imaginative Hitler would never have dared to cause the 
catastrophe. The period between 1918 and 1938 was wasted. So far as India 
was concerned distrust between the Britishers and the Indians continued, 
disunion between various elements in Indian life was fostered by the Govern­
ment of India Act of 1935 and numerous barriers were put in the way of her 
progress towards self-sufficiency. Even when the war is on, it is surprising 
that offers of help are sometimes refused and acts are done by which people 
are led to think that India is deliberately prevented from occupying the position 
of equality with other countries. While sinews of war are provided 
by non-official India it is the official India and that too predominantly. 
of the British variety which decides as to how they should be utilized. When at 
a time like this the level of taxation is steadily rising and utmost economy 
should have been effected in administration, extravagances are clearly visible 
and the criticisms of the representatives of the taxpayers do not seem to have 
any effect on Government.

The new world order,—We are told of a new world order ! What is that 
world order going to be ? What will be the position of those who are helping 
Britain to win the war in that world order ? It has been demonstrated that 
the order which emerged out of a world war in 1918 was disorder of the worst 
type. Forces were let loose on earth which delighted in the destruction of all 
those ideals for which people used to lay down their lives in the past. New 
ideals sprung up but equipments to defend those ideals were wanting. Human 
weaknesses manifested themselves. The remedies prescribed were worse 
than the disease. The institutions that arose on the ashes of the old were of 
much inferior kind and the result has been the devil's dance which we witness 
today. The question that we have to ask today is whether all this suflfering 
and sacrifice v^l give us the wisdom to see things in their true perspective and 
the strength to act with courage and de]bermination for a lasting peace and 
prosperity, or they will all go in vain. As we are primarily concerned with our 
own country, I crave the indulgence of the House to permit me to recapitulate 
some of the events that the history of our country has recorded and discuss this 
important question in the light of such events.

There have been three main conquerors of the territory called today by 
the name of India. They were the Aryans who held sway for thousands of 
years—we do not know yet whether their predecessors were conquerors or origi­
nals settlers-i-the Muhammadans, who ruled a large part of the country for near­
ly 800 years and the British, who in one shape or the other are guiding our politi­
cal destiny for over a century and a half. The difference Itetween the extent 
of the conquests of these three varieties of conquerors has been that tie  first 
was able to fulfil its mission, the second tried but failed and the third has found 
conquest by the first too complex to meddle with it in a direct manner. Long 
subjection of political nature has weakened the vitality of the body brought 
into being by the most successful of these conquerors ; but the spirit still per­
vades the land and their mission has the same appeal to the hearts of mankind 
as it had when it was taken up. Diverse religious dogmas and practices, 
clash of cultural peculiarities, social vagaries and political accidents do not 
touch the fringe of the mighty aohievemwits of these redoubtable conquerors.
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I f  we have not today the power of assiniilation and the energy for evolution it 
is Bimply due to the fact that our long political subjection makes it difl&cult 
for U8 to develop in the line which is most congenial to us. When the Muham­
madan conquerors came they found that they could not rule India without the 
co-operation of the people o f this country and the vast majority of them were 
Hindu:. Campaign of conversion and policy of preference to Muhammadans 
did not show quick results. Reaction was very great. When the Hindus 
were given pasitions of trust and honour and attempt was made for the natural 
fusion of culture the Muhammadan power was at its zenith. It declined with 
the reversion of the policy and the country knew no peace till by her historic 
Proclamation Her late Imperial Majesty Queen Victoria of blessed memory 
a>ssured the people of this country that Her Majesty’s subjects, of whatever 
race or creed they may be, will be freely and impartially admitted to offices 
in Her Majesty’s service the duties of which they may be qualified by their 
education, abiUty and integrity, duly to discharge. In the same IVoclamation 
,the great Queen assured the Indians that they would be treated in the same way 
AS other subjects of Her Majesty were treated and perfect neutrality will be 
maintained in religious matters. The gracious message of Her Majesty did its 
work. It allayed the highly strong feelings of the Indian people at that time. 
In the reigns that followed attempts were made towards the fusion of Eastern 
and Western culture by peaceful means. But time has shown that those 
responsible for carrying out her instructions have, while paying lip liomage 
to them and willy nilly succumbing to the pressure o f public opinion, tried to 
kill the spirit in which the message was given. The present unrest and des­
peration on the part of the Indian public men are due to the narrow-mindedness 
o f  those who have shaped the trend of British administration in India and I 
have already said they never understood India. The system of their adminis­
tration is too mechanical to allow them to know the country and its peoj)le. 
And yet, they have all along thought that they know much more about Indians 
than Indians themselves and had it not been for them we would have been worse 
than savages and the country would have known nothing but anarchy. It is 
true that when they established a hold on this country, this country was engaged 
in internecine warfare. The weakening of the central political authority was the 
<5hief cause of that state of affairs. But which coimtry with the size and popula­
tion of India has been immune from occasional upheavals of that kind ? It 
is true that with tact, diplomacy, ability, character and good luck the servants 
o f  the East India Company managed to establish Indo-British relationship 
which if fostered in the right spirit would have and can even now produce 
marvellous results ; but is equally true that by their lack of imagination, lack 
o f  trust and false notion about Indians the British administrators from the 
very beginning poisoned the fountain of a relationship which could have 
otherwise been very sweet. .

Sir, Indians were never given free hand to evolve their own system of 
administration. They were made to believe partly by the western mode of 
thought which English education has bred in them partly by the contact which 
science has established between different parts of the world and partly by 
the domination of Western powers that the best thing to do was to faithfully 
<3opy the British system of government. But events have proved that even 
the Britishers are not prepar^ to allow India to do so. If that would not have 
been the case, there would have been no communal electorates, no weightages 
and no dictation from Whitehall. They are considered necessary because 
India has not moved along the path of Britain and she has problems peculiar 
to  her own. Events have also proved that such a patched up constitutional
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structure will not suit this country. It will tear her up in bits and destroy her 
integrity. She has to build up her constitutional structure on her owr tradi­
tional foundation in accordance with her own needs. While I do not minimize 
the importance and utility of Indo-British conr.ection I want it like all others in 
my country on the basis of free^ U  and equality. India cannot be happy 
unless she is the mistress in her own household in which every child is treat^ 
with justice, fairness and love according to position, development and aptitude 
and given the necessary protection from molostation of any kind violent or 
non-violent. The British ’Parliament which has shaped the destiny of this 
country during the last century has never understood this country. It has 
no doubt maintained internal tranquillity to an appreciable degree but it has 
sapped the vitality of the country and prevented its natural growth. It is 
responsible for killing that unity in diversity  ̂which was the special feature pf 
Indian life and culture. It has magnified diversity and killed the spirit which 
made India great. We are governed today by head and not by heart as w© 
used to be. It is not love, it is not social duties and obligations, it is not the 
fear of God but it is the definition of legal rights that reflates our conduct 
today. We have drifted far apart from the shore with which we were familiar 
for such a long time and in the mid-ocean we are overtaken by a mighty storm 
and do not taiow what the future has in store for us. We shall have to lift 
ourselves to the higher plane of spirituality as Aryans had done to achieve the 
unity we desire and with that background can we evolve our political constitu­
tion by harmonizing our differences basing it on justitie and security and 
cementing them with territorial patriotism. Although uniformity is not the 
essential feature o f the scheme, it will necessitate well planned division of work 
in the service of our country so that every man and woman of this land without 
beinsj divested of his or her possessions may develop without any hinderance 
and fully contribute according to his or her ability to the well being and progress 
o f India.

I wish to see the day when the Britishers will be no longer distrusted or 
accused of breaking their pledges, when imperialism will be the symbol of the 
system of collective security and not taken to be a system of exploitation, when 
the ultimate aim of democracy will not be dictatorship but real freedom and 
secu ity and when India will in a real sense be a free and equal partner in the 
Empire of the Commonwealth of Nations.

It is due to the hope of the fulfilpaent of this wish and the sense o f duty 
towards our beloved Sovereign that I grudge no sacrifice and my support to 
the taxation measures should be considered purely in this light.

The H on ourable M r. J. H . S. RICHARDSON (Bengal Chamber o f 
Commerce) : Sir, I do not wish to take up the time of the House with a long 
speech dealing with various details of the Budget many of which have already 
been discussed by previous speakers. There are, however, one or two points 
which I wish to bring forward but before doing so, I would like to express my 
general approval of the Budget subject to the remark that since the same sources 
of revenue are being further taxed, it is obvious that the time is approaching 
when serious consideration will have to be given to raising further sums which 
will undoubtedly be necessary by other means and especially by broadening 
the basis.

Sir, my Honourable friend Mr. Shantidas Askuran referred to the fact 
that the Honourable the Finance Member has presented us with two budgets 
in the last year and he advocated that the Finance Member should disclose the 
whole position in one go. Well, my Honourable friend is evidently one of those 
persons who is able to take his strong medicine in laige doses. Personally
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I prefer the Finance Member’s method of administering his medicine to 118 in 
small doses as it becomes necessary ^ m  time to time.

I have nothing to say against the increase in the excess profits tax since I  
accepted the main princij^es o f the Bill whSfi it was passed and I beliered that 
oertMn clauses in the BiU very fully provided for those cases requiring special 
consideration if hardship is to be avoided. It is perhaps regrettable that the 
delay in the excess profits tax assessments to which I shall again refer later, 
has prevented commerce and industry having actual experience of the working 
o f the Act and in particular actual ^owledge of how such hardship cases are 
to be treated. In the absence of such experience naturally it is not possible 
for any criticisms or suggestions to be made at this stage ; but I should like to 
say that according to the information given to me, in the various discussions 
which business interests have had with WDr. Ayres it is evident that he has been 
most helpful and friendly, and industry is grateful to him for the trouble he 
has taken in explaining the various points and for the attitude which he has, 
I  understand, instruct^ his department to take up on them.

On the question of the degree of the tax, whilst as 1 have said it has my 
approval, I think that if and when any further increase is contemplated all 
the factors should be very carefully taken into consideration. My Honour­
able friend Sir A. P. Patro just now said that we were very lucky that the tax 
was not higher than ̂ 6 2/3 per cent. Well, whilst even 100 per cent, excess 
profits tax might be alluring in so far as its prospective return is conoemed, I 
am sure it will be appreciated that such high taxation brings with it an incen­
tive in certain quarters and circumstances to excessive expenditure which 
may eventuate in post-war difficulties and other problems. I therefore say 
that these and other factors should be borne in mind and it is a question whether 
the limit has not now been reached in respect of this tax.

I would like to refer to the Honourable Finance Member’s remarks made 
in his Budget speech regarding the very slow progress in the excess profits tax 
work due to the assessment proceedings bristlmg with practical difficulties 
owing to the complexity of the computations. He also stated that the extent 
o f  the preliminary work had proved even greater than had been expected, which 
had resulted in returns from assessees not being due before the end of 
November.

Sir, a year ago in this House I endeavoured to draw attention to those 
very difficulties which business interests foresaw, and in asking for the assurance 
that additional and expert staff would be posted to the Department which 
would have to operate the Act. I stated that the delay and inconvenience 
which would otherwise ensue could well be imagined, if that was not done.

In his reply last year the Honourable the Finance Member promised to do 
his best to secure that the machinery which was set up for the administration 
o f the Excess Profits Tax Act was satisfactory and efficient and that it did not 
reduce the efficiency of the existing machinery for the collection of income-tax 
within the limitations which faced him.

Sir, in view of thf present position, as has been described by the Finance 
Member himself in that portion of his Budget speech to which I have already 
referred, I am afraid that neither he nor business interests have any reason 
today to feel very happy at the arrangements which have been made, and 
consequently I desire once again to stress the necessity for adequate staff 
coupl^  with some invoptigation into other factors which contribute to the 
delay in making assessmients, not only in regard to excess profits tax but abo 
in regard to income-tax assessments ; and it is not only to lighten the burden
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which at present falls on the shoulders of depleted staff in commercial offices 
for which I make this plea. It is equally in the interests o f the Income-tax 
Department itself, since the very fact that recently they requested several 
•companies whose assessments were not completed to make advance payments 
on account o f income and excess profits taxes shows that all is not well behind 
the scenes.

The H on oubablb  Sib JEREMY RAISMAN: That is the common 
practice in the United Kingdom.

The H onoubablb Me . J. H. S. RICHARDSON : It may be the common 
practice, and I do not deny that it is possibly necessary ; but the fact remains 
^ a t  there is something that makes that necessary here, whereas previously it 
was not necessary. Anyway, Sir, the Honourable Member has, as I have 
already stated, stressed the practical difficulties which it is obvious are being 
keenly felt within the Department itself. He has not however made any 
references to the repercussions of these difficulties on commerce and industry 
itself. Companies are, I know, only too willing to meet the desire of the Central 
Board of Revenue to make advance payments on account of taxation ; but, 
whilst they are willing to assist in this and any other manner possible, it is 
only fair and reasonable that the difficulties which are being experienced 
on their side i^hould be brought to light and that the Central Board of Revenue 
should give careful consideration to these matters and take urgent steps to 
effect some improvement. Besides the heavy work often entailed by the pre­
sent system, the result of delay in completing the assessment of a company 
involves intricate and complicated calculations in order to make the necessary 
provision for taxation in subsequent balance, sheets, and this at a time when 
staffs are seriously depleted owing to members having joined up for military 
service. The taxation departments of most large offices have now to deal with 
an ever-increasing number of matters ; for instance, my own office in Calcutta 
has at least ten different tax returns to prepare—Indian income-tax and super­
tax, Indian excess profits tax, United Kingdom income-tax, United Kingdom 
excess profits tax, Ceylon income-tax, Burma income-tax, Bihar agricultural 
income-tax, Assam agricultural income-tax, Indian States income-taxes, the 
Bengal employment and professions tax.

The H on ou rab le  S ir JEREMY RAISMAN : You should not have in­
come in so many places.

The H on ou rable  M r. J. H . S. RICHARDSON: May be. Sir, but it 
is a fact that these things have to be dealt with ; and I may also mention that 
of these all except three involve claims for double taxation reliefs.

Sir, when dealing with the defence services in his Budget speech the 
Honourable the Finance Member remarked that it was impossible to exag­
gerate the importance of adequate training establishments in an expansion 
of the scale of that which was now being carried out. From what I have 
said it is I think equally obvious that this remark is applicable to several 
departments of Government today, not the least of which is the Income- 
tax Department itself. I am aware it is not easy to obtain expert staffs at 
short notice, but I would like to know what is being done in regard to the 
training of the necessary personnel who will be required to deal with the in­
evitably increased taxation which will follow as the war proceeds. I would 
also like to know what it is proposed to do to speed up the work under the 
present circumstances ? In this connection the shorter hours of work in Gov- 

•emment offices are often unfavourably compared with those of commercial
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establishments ; and this is but one of several ways in which I suggest there 
are possibilities for a/t least doing something towards accelerating the/work 
in the absence of the necessary staff.

Sir, I do not wish unduly to labour this point ; neither do I wish by 
my repeated references to appear m casting any r^ection or harbouring 
any grievance against the department, as this is not so. I hope thfe Honour­
able the Finance Member will believe me when I bay that I know the difficulties 
and concern which I have voiced have justifiable ground and that in these 
days when we are all heavily over-workea 'With depfeted staffs it is absolutely 
essential that as far as possible peace-time reguhtions should be set aside in 
the interests of all concerned, not the least of which is the avoidcuttce of im­
peding our mutual war efforts. .
(At this stage the Honourable the President vacated the Chair, which was 

taken by Sir David Devadoss.)
The Honoubable Rai Bahadur Lala RAM SARAN DAS (Punjab: 

Non-Muhammadan): Sir, it is a matter of serious concern for aU of us to find an 
1 p M ^̂ ôrmouB increase in the Budget which the Honourable the Finance 

’ Member estimates this year that the expenditure has gone up to Rs. 
84 crores from Rs. 45 crores figures an unprecedented level of expenditure 
should be only partially met by taxation from the people. I, however, hold that 
all the non-recurring charges should be met as far as possible by loans as the 
Indians cannot bear such a big burden. We cannot compare ourselves with 
Britain where the average income per person is about Rs. 1,800 a year. In 
India the yearly income is about only Rs. 80. It is evident therefore that the 
Indian masses, whose income as I have already stated is about Rs. 80 per head 
per year cannot compare with those persons whose average income ranges from 
Rs. 1,600 to Rs. 1,800 a year. Sir, the unprecedented expenditure of Rs. 84 crores 
can be allowed to be met by additional taxation measures. We all wish that 
the war should be won and we are prepared to make sacrifices for it, but there 
is a limit to that sacrifice and I must say that one must cry halt in the matter of 
the additional taxation. Sir, the increase in super-tax and increase in excess 
profits tax was seriously considered by the Indian Chambers of Commerce and 
they came to the conclusion that this high taxation will be detrimental to the 
growth of industry, because after the war is over there would be no reserves 
left with the industrial concerns to stand the slump. Even in Great Britain the 
Government have provide for making up of these reserves for industry. What 
do we find here in India, Sir ? Certain small industries which developed during 
the last war—^practically most of them— ŵent into liquidation after the war 
was over owing to slump and owing to there being no demand from Govern­
ment for articles which they produce. The imposition of excess profits tax 
on industries has not been considered in the same light in India as it has been 
considered in Britain. Therefore I respectfully request the Finance Member to 
reconsider his decision. Certain industries, for instance, the cotton textile 
industry, have been suffering for the last many years from the keen competition 
of other countries and particularly fipom Japan. Perhaps the intention of the 
Indian Government was to please ffapan anyhow, but from the press we find 
that Japan is feeling ungrateful for the concessions which the Indian Govern­
ment did give to that country iu the way of import and other duties. The 
sooner this is put right the better.

Then, I come to the question of the public demand for the establishment o f' 
an Advisory Defence Council. It is now evident and it needs no further explana­
tion firom me that the Indian public does require that its chosen representatives^
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:and its established leaders should have a voice in the expenditure on Defence 
Bervices. More the taxation, more the representation. That is the British 
motto and I hope that the Government will always bear that motto in mind. 
We do not grudge taxation up to the limit that we can stand. But when we 
are prepared to make sacrifices it behoves the Government to consult the leaders 
o f  public opinion and the Members of the Central Legislature in the matter of 
Defence expenditure. As far as the Defence services are concerned, we still 
find racial discrimination as far as the salaries and allowances of the superior 
Defence services are concerned. People have been crying that Indian officers 
have to incur more expenditure than European officers ; they have to enter­
tain Europeans as well as Indians and I have always been impressed by the fact 
that Indians have more obligations to meet than Europeans. They have to 
support their near and distant relations. They have to give them presents in 
cash and kind at certain festivals every year which the Europeans have not. 
My own information is that as far as family matters are concerned the European 
only recognizes the relation of the wife and children and beyond that matter of 
support begins to diminish. Sir, I want contentment in the service and parti­
cularly in the Defence service contentment is of paramount importance. British 
officers of the same rank and service drawing better scales of pay and better 
allowanco than Indian officers is certainly a matter of discontent to Indian 
officers who work side by side with them carrying same responsibilities. 
I myself advocate giving British overseas allowance because they come and live 
in a country which does not suit their convenience. That I admit, but as far 
:as other allowances and scale of salaries are concerned, they must be the same 
and there must be no racial discrimination. I am very glad and thankful to 
the Government for having removed the segregation of Indians from Britishers 
by abolition of Indianized units. That policy Indians very much resented 
Ijecause of the remark of a certain official of the British Government assur­
ing his cadets for the army that Britishers would never be commanded by 
blackies. I take that statement, Sir, from the Skeen Committee’s Report. 
That is not a newspaper report which may or may not be trusted. I am very 
glad. Sir, and thankful to Government that that colour bar which Indians have 
been su£fering firom has been removed and hope that in the near future in 
the matter of salaries and allowances Indians holding commissions 
will be put on a par with Britishers excepting that Britishers should be 
allowed an overseas allowance. It is a matter of great satisfaction to us that 
army recruitment is proceeding so satisfactorily. As far as my information 
goes, the demand is less than the supply and people are coming forward in 
large numbers to ofiFer their services for the war. I know, Sir, that this ques­
tion of martial and non-martial classes has been now definitely decided. As far 
as I remember, the Honourable the Defence Secretary on the floor of the other 
House said that this distinction and this terminology of martial and non- 
martial was not the invention of the Government but of Indian politicians. 
Sir, we test these statements by the real action which the Government takes. 
Nowadays, Sir, it has been established, and as far as my information goes, it is 
the opinion of the very experienced Generals and Commanders that in these 
days of mechanization and modernization of army, sheer physical force is not 
so useful as the intellect and the brain and so there must be some change in the 
policy of recruitment. Nowadays horses for all the cavalries are being aban­
doned and replaced by mechanized transport. And the Air Force is the leading 
arm in warfare at the present time. Therefore, Sir, I wish that a definite 
policy be laid out as far as the recruitment of men with poor commonsense or 
with strong commonsense is concerned and that such decision be published in a 
oommunique by the Government to avoid misunderstanding. By making these 
remarks I am not casting any sort o f reflection upon those who have served fOr
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well in the past. The policy of the Government in abolishing the Viceroy’s 
commission to me was wrong because the classes who made great sacrifices 
for the Government for generations were with one stroke of the pen deprived of 
their privilege. My information is from a rumour—I hope the Honourable 
Mr. Williams will put me right if my information is wrong— heard that the 
Government has revived Viceroy’s commissions.

Another point. Sir, which I wish to touch upon is regarding the way in 
which military officers have been asked to resume war duty, those officers who 
have been lent to civil departments as well as on the railways. The employ­
ment of Defence officers in non-Defence Departments is mAinly meant that in 
case of war they must revert to their duty in the Defence services. On the 
N.W.R. the apothecaries, the lent military I.M.Ds., have not been requisi­
tioned for war. I do not know exactly why. Some people are under the 
impression, rightly or wrongly, that these I.M.D. officers were not considered 
fit in the present time to take up medical duties in the war. I understand, Sir, 
that, as far as the apothecaries are concerned, until they take a medical degree 
o fL .R .C . P. or L.M .S. or a higher degi’ee, they are not allowed to practice in 
Britain. But here I.M.D. with only apothecaries’ qualifications are aUowed 
to practise. I am glad that Government by this action has proved that those 
I.M.Ds. who do not possess sufficient higher qualifications were not selected 
for the war but were left to remain where they were for those unfortunate 
civilians whose lot was to get themselves treat^ by them. Exceptions prove 
the rule. A very small percentage of such officers may have obtained medi­
cal degrees but generaUy speaking Indians have little faith in the I.M.D. 
and I know of a case where an I.M.D. officer was appointed civil surgeon in a 
Punjab district, a Grovemment official fell ill and for four months that I.M.D.- 
doctor was not able to diagnose his disease and so he was wrongly treated. 
Fortunately for the patient, an I.M.S. officer relieved him on transfer and 
the patient was cured in a week or so.

Sir, I must congratulate the Government on giving some key posts to 
Indians in the Supply Department and I must say that the appointment of 
Indians to these key posts has now proved a great success.

T he H onoubablb P akd it HIRDAY NATH KUNZRU : Which are the 
key posts given by Government to Indians ?

T he H onoubablb R ai Bahadub L a la  RAM SARAN DAS : They are 
the Chief Controller of Stores, the Controller General of Purchase. These are 
the key appointments on which for the first time Indians were appointed and 
they proved a great success. Through the formation and working of this new 
Department, i.e., both branches of the Supply Department, the Contracts 
Directorate and the Indian Stores Department, have made savings so far o f 
many crores, as compared to such expenditure during the last great war by 
greatly reducing the margin of profit of supplies.

Then I come, Sir, to the question of civil aviation. I must congratulate 
Mr. Tymms and his colleagues upon the rapid development of civil aviation 
which has resulted in many Indians becoming air pilots and I know it as a 
fact that more airmen and Indian air pilots offered themselves for the war than 
there was a demand for. I give credit where credit is due and I hold civil 
aviation authorities deserve congratulations on the signal suctess they have 
achieved. As far as recruitmept is concerned, few appointments of commis- 

Nipned officers have been made from the U.T.Cs. T^e U.T.Cs. deserve more
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encouragement, and therefore I request that as far as emergency and other 
commiaaions are conoemed, there must be larger recruitment from the U.T.Cb.

My firiend the Honourable Sir A. P. Patro observed that on the Defence 
Advisory Council there should be officers who had executive experience in the 
past. That to me sounds that the Advisory Council should consist of Govern­
ment servants and ex-Gk)vemment servants. I might tell the Honourable 
the Finance Member that that will not give satisfaction to the public. The 
public do not want that such Councils should consist or be dominated by Grovem- 
ment servants and ex-Govemment servants.

Then I come to the observation of the Honourable the Finance Member in 
the other House where he said that India was benefiting by war profits. The 
exact words he used were that the-tide of war prosperity was ensuing In 
this connection I might inform the House and the Honourable the Finance 
Member that the index of commodity prices which rose to above 40 per cent, o f 
the pre-war level has now gone down to 15 per cent. Therefore, Sir, how can 
the Honourable the Finance Member justify his remark that the tide of war 
prosperity has maintained itself if it ever began ?

Thb HoNOXTRABiiB SiB JEREMY RAISMAN : 1 did not say it. I did 
not use the words “ tide of war prosperity ”  in this year’s Budget.

T h e H onoubablb R ai Bahadub L a la  RAM SARAN DAS : What did 
the Honourable the Finance Member mean by that ? Does he mean that India 
is benefiting or not ?

T he H onoubablb Sib JEREMY RAISMAN : What 1 said was this. 
I admitted that there has been a very marked recession but I said that in some 
quarters it had been exaggerated and then I gave some figures to show that the 
level was still above the pre-war level in many respects.

The H onoubablb R ai Bahadxtb L a la  RAM SARAN DAS : Does the 
Honourable the Finance Member mean that the commodity index which rose 
40 per cent, above the pre-war level has not fallen to 15 per oent.?

Thb H onoubablb Sib JEREMY RAISMAN: I admit that it has. 
But my point is that it is still above 100, taking 100 as the immediate pre-waf 
level. "Hiat is all.

The H onoubablb R ai Bahadub L a la  RAM SARAN D AS: Even in 
jFrhat the Honourable the Finance Member now says he admits that the prices 
have gone down, although they have not gone down as much as they could. 
That shows that there is no tide of prosperity, and when we have not got it, how 
shall we be able to meet the slump after the war ? The Honourable the Com­
merce Member is pushing industry by formation of the various Research 
Boards, t.6., the Industrial Research Boards. The Government Commerce 
Member is on the one hand trying to encourage industries, and on the other 
hand Government Finance Member is over-taxing industries in such a way that 
their prosperity may become a question of doubt. As far as this is concerned,
I want to refer Honourable Members to the sugar industry. What is the plight 
of the sugar industry ? How big a capital have Indians put in the sugar 
industry and what is their plight now ? I mentioned on the floor of this very 
House that when I was in Java the Dutch East Indies, I was told by many 
Indian M end/in Batavia that because the British Government wants Dutch 
East Indies to help them in the war in the near future they are going to give
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them concessions as far as import of sugar to India is ooncemed. Whether 
that was right or wrong, I do not know. But now events seem to have proved 
that there was somethmg of the sort and that Dutch East Indies was given 
preference.

T he H o n o to a b le  Sm JEREMY RAISMAN : If the Honourable Mem­
ber is suggesting that heavy imports from Java are in any way responsible for 
the present plight of the sugar industry, he is guilty of a gross mis-statement 
o f  fact.

The H on ou eab le  R ai B ahabub L a la  RAM SARAN D A S: No, Sir. 
I f  I tell the Honourable the Finance Member that it was the profits of the Java 
sugar concerns which induced Indians to prut up sugar mills------

The H onoitbable Sib JEREMY RAISMAN: That is quite a different 
matter.

The Honoxjbable R ai Bahadub Laijl RAM SARAN DAS; Sir, I know 
it is a fact. The proportion of sugar in the Java cane and Indian cane does 
vary as much as 50 j>er cent, but, thanks to the Government of India, in their 
Sugar Research Institute at Coimbatore, they have introduced certain improved 
varieties of cane that are giving much better results.

T he H on gubable Mb. HOSSAIN IMAM; And that is why there is a 
reduction in the grant to the Imperial Council of Agricultural Research from the 
Finance Department. •

The H on oubable Sib OIRJA SHANKAR BAJPAI: But, as against 
that, my Honourable friend is aware that the revenues of the Imperial Council 
o f Agricultural Research have been raised to something like Rs. 15 lakhs by the 
imposition of t];ie cess.

T he H onoubable Mb . HOSSAIN IMAM : Self-taxation, Sir ; no thanks 
to the Government of India and the Finance Department.

The H on oubable Sib GIRJA SHANKAR BAJPAI: What matters is 
resources and not the means of securing those resources.

The Honoubable Rai Bahadub Lala RAM SARAN DAS : I must give 
credit to the Agricultural Research Board for the benefit that has accrued to 
Indian agriculture. It is mainly their effort which has produced a better 
variety of cane which increased the proportion of sugar in the cane. It is their 
effort which has brought about better varieties of cane being grown and we 
should not be thankless for the good work which this Board h ^  done to the  ̂
Indian cultivator in general. But, Sir, my point is that this plight of the sugar 
industry will tell upon the resources of the poor cultivator. My information 
is—one of my friends on the Sugar Board told me—that this year’s produce of 
sugar cane from many thousands of acres of land will be burnt, because that was 
the decision arrived at. I do not know if my information is right or wrong. 
I  hope the Honourable Member for Agriculture will correct me if I am wrong. 
That was the information which was given to mein the United Provinces. 
Owing to the quota system introduced by the Sugar Board, the plight of the 
cultivator in certain areas was the reason for great grouse on the part of the 
poor cultivators.

Sir, I now come to air raid precautions. There are estimates before us, 
but I at least have not been able to find out what measures of protection the 
Defence Department are providing for. I know that the Defend Department 
will not be able to say openly vhat they have done for the various big cities
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and industries. But at least we Members of Central Legislature ought to 
know. Sir, w© are entitled to know that there are suflficient shelters and anti­
aircraft guns, gas masks, etc., for protection of cities and industries and rail­
ways against enemy air raids. At present we are in the dark as to what 
preparations the Defence Department has made for the protection of big 
cities, towns and industrial areas from aerial bombing. People expect some sort 
of information from Government in this matter and they are getting restless. 
They ask us, as their representatives in the Central Legislature, to satisfy them 
about it. This is an important question and it affects thq help that we are 
trying to get from citizens in the form of gifts and donations, and I hope some 
l i^ t  will be thrown on it by the spokesman of the Defence Department to put 
the people’s minds at rest.

Then I come to the excise on rubber tyres and tubes. Sir, owii^ to the 
import policy of the Government of Lidia many firms from abroad did estab­
lish themselves in India. These tyre and tube concerns are as far as 1 can 
gather mainly due to American enterprise. I know they have some Lidian 
directors and Indian capital has been invited and subscribed. The addition^ 
duty now proposed will be a great blow to these foreign industries set up in 
India, and if it is necessary to put an excise on the local produce I hope that an 
equivalent duty will be imposed on the imported tyres and tubes. The Indian 
companies are emplojdng mainly Indian labour and this excise seems to me 
to be a great discouragement to foreign capital wishing to set up industries in 
this country.

My friend the Honourable Mr. Shantidas Askuran has dealt at length with 
increased duty on artificial silk and yam and I need not waste the time of the 
Council on tiiat Bubjeot. I hope that the Honourable the Finance Member will 
be good enough to reconsider his decision on this matter and see that measures 
are taken by which the Indian industry is not put to a loss. In the Punjab near 
Amritsar there are a number of artificial silk factories which are very well 
competing with foreign coimtries, but now this increase m duty will give them 
a setback.

Then, Sir, I turn to the repatriation of the sterling debt. This has created 
unrest in the Indian money market and it is feared that it will result in deflation. 
1 also understand that in deciding this important question of policy the Govern­
ment of India did not consult the Directors of the Reserve Bank.

The H onoubablb Sib JEREMY RAISMAN: There are obvious
reasons why an operation of that kind had to be carried out in the greatest 
secrecy ; but the fact the Honourable Member has received information on this 
subject gives me no assurance in considering whether consultation of that kind 
should take place in future.

H onotjbable R ai Bahadtjb L a la  r a m  SARAN DAS : Well, Sir, 
that is a matter of opinion of the Government of India, but as far as the general 
public is concerned. Reserve Bank ought to be allowed to play a great part in 
the financial policy of the Government and its Directorate ought to have been 
consulted. However, if the Government has decided that such consultation 
was not necessary, they will reconsider the matter.

Then I come to the census operations. As regards the Punjab, Sir, up till 
yesterday I was hearing rumours that the enumerators have not been rightly 
doing their duty.

The Honoxtbable th e  CHAIRMAN (the Honourable Sir David 
Devadoss): R6w is that relevant to the Budget? Unless it be in regard to the 
cost of the operations. ^
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T h b H on ou b ab lb  R ai B ahadub L a la  RAM SARAN DAS: Sir, my 
impression so far has been that the disouaaion on the General Budget is a> 
debate on every matter possible.

Thb Honoxjrablb the CBLA.IRMAN (the Honourable Sir David 
Devadoss) : Well, there must be some limit to irrelevancy. If you are not 
going to be very long I will allow you.

The Honoxjrablb R ai Bahadub L a la  RAM SARAN DAS: Why I 
mentioned this subject is because at this time of war when we are asking for 
co-operation from all loyal subjects there should be no discontent among them. 
This matter is now creating discontent. I have been informed by responsible 
persons in the last two days that they have serious proofs to oflFer against the 
utterly inefficient action of the enumerators. I say that at this time of war 
there must be some authority set up to inquire into vagaries or conduct o f 
those enumerators who have miserably failed in their duty because it is at this 
time only possible to check the information of the actual occupants in any 
given house. Once this machinery is avi^able it will stop such mistakes and 
alleged intrigues behind it. All those persons who have not been counted 
should be allowed to send their names and details to the Census authority 
for inquiry and verification.

With these words I conclude my remarks and I hope that the Honour* 
able the Finance Member, great personality as he is, will see his way to reduce 
the taxation and follow the policy of live and let live.

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

The Council reassembled after Lunch at Three of the Clock, the Honourable 
the Chairman (the Honourable Sir David DovadosH) in the Chair.

♦The H onoueable Me . HOSSAIN IMAM (Bihar and Orissa : Muhamma­
dan) : Mr. Chairman, the Budget of this year has been overshadowed by two 
gigantic items, one a pleasant surprise and the other an unpleasant expectation 
and a great burden. The first which I characterize as a pleasant surprise is 
the scheme for the repatriation, of our sterling debts. It is a subject on which 
Indians have expressed their opinion in no uncertain terms that it should be 
got rid of as quickly as possible. I had some personal interest in the matter 
too, because, as the House will remember, I have moved more Resolutions on 
this subject than any other Member of the two Houses. Sir, there might be 
differences of opinion about the final disposal of these repatriated sterling 
debts, but there is almost unanimity in the whole of India and I think the 
Finance Department deserve thanks from Indians for having taken this wel­
come step. It was only in the last session, on the 29th of November, that I 
moved a Resolution on this subject in which I had suggested that the present 
limit on the holding of the rupee securities of the Government of India should 
be enlarged. 1 had suggested that instead of 26 per cent, it should be increased 
to 33 per cent. Although the Honourable the Finance Secretary saw no theo­
retical objection to that, he raised the plea that it was not necessary and he 
had ample mai gin.

The H onoueable Me . C. E. JONES : For the time being, Sir.
T h e  H o n o u e a b l e  M e . HOSSAIN IMAM : But within two months. Sir, 

he was convinced not only of the necessity of making that change but he went 
all out and he has got no restriction now on the Reserve Ba^k. I do not

*Not corrected «■ by the Honourable Member.
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object to it. I think he has taken the right step and in the right direction. 
My only fear------

The Honoubablb Mb . C. E. JONES : On a question of fact, Sir, as has 
been pointed out in the Press Communique, there is still a restriction operative.

The Honoubablb Me. HOSSAIN IMAM : The restriction of the 40 per 
cent, of external assets will remain, but for 60 per cent, you are free.

Sir, I was saying that my only fear is that the syren songs o f the money 
markets may induce him to place those sterling bonds in the shape of rupee 
counterparts on the market before they are required to be placed. I should 
like to warn him—I think he does not require any warning because the Finance 
Member was clear on this fact yesterday—that the placing of that amount 
of loan OP Indian markets or even a good portion of it would have two 
bad effects. Firstly, it will raise the money rates which is so essential and 
which I know the Knance Department itself realizes ; and secondly, it will 
have the effect o f reducing prices of primary products. Formerly, Sir, they 
used to be afraid of inflation, now the tables have been turned and we are 
afraid of deflation. While on this subject, I should like to know why the 
Finance Department is not bringing forward a Bill to amend the Reserve^ n k  
of India Act and rely only on the Ordinance for this purpose. Is it the purpose 
of the Finance Department that within a short time they will restore tl̂ e 
status quo and return back to 26 per cent. ; but if it is a long range policy it 
would be better if they brought forward a Bill to amend the Reserve Bank of 
India Act. May I suggest. Sir, that as a permanent arrangement they should 
consider the feasibility of replacing these loans by three kinds of bonds—5- 
year bonds at 2 per cent. , 10-year bonds at 2J per cent, and 16-year bonds at 
3 per cent. Of course this kind of thing cannot be suggested or decided upon 
without consulting the Reserve Bank authorities and here I should like to 
agree with the France Department that the previous consultation of the 
Reserve Bank was not essential in the temporary arrangement which they 
have made. Of course for the final arrangement, the Reserve Bank does come 
into the picture and I hope they will be consulted as to the permanent arrange­
ments that will be made for these things. I find. Sir, an indication towards 
the end of the Finance Member’s speech that he was attracted by the possibility 
o f netting through the income-tax authorities a part of the interest that would 
be paid to the private taxpayers. But I think the Indian tax dodgers are 
quite competent to evade it by means of transactions in the name of those who 
will not be subjected to high rates of taxation. You can easily buy stock in the 
name of your son or brother or others. He will not be netting that amount of 
income-tax which he fondly believes he will net, and for these reasons, it will 
be better if it is held in the Reserve Bank as a Government security. Sir, in 
this connection I should like to ask the Finance Department to enJighten us 
why a head of income which used to feature in our budgets formerly has 
now disappeared, I refer to the profits from the Silver Redemption Fund. 
Nowadays it does not feature in our revenue accounts. It is found only in our 
capital account. Why this change in policy has been made is not quite clear 
to me—the reasons which induced the Department to transfer it from a revenue 
account to capital account.

Then, Sir, there is this policy of holding this Silver Redemption Fund in 
sterling. Well, formerly the obligations of the Government to the Reserve 
Bank were such that it was essential to have this Fund in the shape of sterling 
securities. But the circumstances have changed materially. Now, Sir, , 
aooording to the Finance Member, in the coming year, instead of having to find
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sterling we are likely to get back from the Secretary of State Re. 40 crores 
in the shape of sterling.

Then, Sir, there is another change, that we have reduced the silver content 
o f the rupee. We have also, Sir, reduced our sterling liability. All these 
factors are such as would justify us in reducing our sterling reserves, and there­
fore I suggest to the Finance Member that he might consider the feasibility 
o f holding the Silver Redemption Fund in Government securities and thereby 
get for his own Department that amount of income-tax which ie now going 
to the British exchequer. In our sterling securities we cannot tax the people 
who get the interest from there. I would therefore suggest that it might be 
held, even if it is held in sterling, it should be held in Oovernment of India 
sterling non-terminable bonds.

Sir, there is another item in which I cannot blame the Finance Department 
alone because part of that blame should be shared by the Standing Finance 
Committee as well. I refer, Sir, to the report that the Government is going 
to embark on the scheme of a new mint for Calcutta, on which the expenditure 
of a crore of rupees is expected. We are told, Sir, that we shall be able to get 
back about Rs. 60 lakhs from the sale of our Mint.

The H onoxjrablb Sib JEREMY RAISMAN : Not a crore. Rs. 60 lakhs 
is the scheme.

Thb Honoxjbablb Mb. HOSSATN IMAM : Sir, the estimates o f the 
Government about their future gains have proved mostly incorrect, as will 
be borne out by the Member in charge of Communications. On our schemes 
of railway expansion we were promised 10 per cent, and 8 per cent, and then 
we found we would not get even 2 per cent, and the railways have been taken up. 
One or two of the lines which were opened after the separation convention 
was started. So I do not place much reliance on the prospect of getting Rs. 60 
lakhs from the sale of our property. There is this thing to be said. Sir, that 
this is such a long-term investment that he will not be able to mint new money 
in his Mint till about 1943 or 1944. For this year Rs. 6 lakhs only has been 
sanctioned. He has budgeted for an expenditure of Rs. 6 lakhs only and that 
is probably for the acquisition of land and for part of the buijding. A 10 per 
cent, expenditure haa been proposed in the year for which he has budget^.

T h e H on oubable Sib JEREMY RAISMAN : That is because the plant 
cannot arrive this year.

T he H onoubable Mb. HOSSAIN IMAM : Well, Sir, if the plant cannot 
arrive, what is the good of embarking on it now ? What I was suggesting. Sir, 
is that this is an item of expenditure which can very easily be avoided and for 
that reason it need not be embarked on just now. And he must not lose sight 
of the fact that for 20 years our mints did not coin silver rupees and we were 
working only on bronze coins and small silver coins and the mints were at half 
time.

T he H on oubable Sib JEREMY RAISMAN : They are not at half time 
now. V

T he H on oubable Mb. HOSSAIN IMAM : They might not be. But this 
is not a permanent state^of affairs. At the present moment fou  require the 
mint to coin money because you have reduc^ your silver content. This is a
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right step. You have been tardy in taking this step, Tau have erred in 
delaying it too long. But I suggest, Sir, that e'ren in the present premises 
you can install one or two additional maqhirery for minting i f  jo u  so 
desire. It is not quite right that you should spend Rs. 60 lakhs which will 
only fructify in two years’ time. And then, Sir, whenever we ask for 
machinery to manufacture locomotives, we are told that we cannot get the 
machinery. When we ask for other things, we are told that the machinery 
ia not available. But you are planing one year ahead to get this machinery 
and you cannot stop it. What is the nrgency ? Do you think the demand 
will continue till 1942-43 ? Do you forget that after 1919 you had no mintog ?

The H on ou b ab ls Sib JEREMY RAISMAN : Even then we shall 
need it.

The HoNOcrtiABLB Mb. HOSSAIN IMAM : Sir, while on the head o f cm*- 
rency, I should like to ask a few questions from the Honourable the Finance 
Member. I refer, Sir, to Statement VI in the Explanatory Memorandum 
which still remains an nnfathered child of the Finance Department. The 
Explanatory Memorandum of the Railway Department is fathered by the Chief 
Commissioner and the Financial Adviser but the Explanatory Memorandum 
of the Finance Department remains an orphan. I w h s  referring. Sir, to State­
ment VT in which profits from circulation of bronze and nickel coins was cited. 
In the Explanatory Memorandum of last year, Sir, I found that the amount 
to be credited to Burma was different fiom what we are told this year. Last 
year we were told. Sir, that Rs. 18,98,000 would have to be paid to Burma 
on an estimated profit of Rs. 69,86,000. Well, this year we are told (I am speak­
ing about the year 1940-41) that we will have to pay Rs. 14,*67,000 on an es­
timated profit of a crore and 65 lakhs. And for the next year, when the profit 
is going to be Rs. 46 lakhs we will have to pay to Burma Rs. 16,12,000. Now, 
on what basis do you divide up ? It is not dependent on the quantimi of the 
:>rofit. It is dej)endent on the actual return from Buima made through the 
Reserve Bank and the actual disbursement there. Now there is no record 
kept as to whether the disbursements made in Burma are retained in Burma. 
You might give a crore of rupees worth of small coins but that may come up 
to this country as it is usually doing because there are so many Indians there 
who send remittances to India. Well, that. Sir, is not a correct basis.

The H onoubable Sib JEREMY RAISMAN : I do not wish to interrupt 
the Honourable Member unnecessarily but I think it would save the time of the 
House if I pointed out that Burma’s share of this kind of profit is regulated by 
an Order in Council and is a matter of strict mathematical calculation to be 
verified by the Auditor General. It is not a matter which could be the subject 
of impassioned debate.

The H onoubable Mb. HOSSAIN IMAM : I am not making an impassion­
ed debate. I am suggesting that you might adopt an easier method of dividing 
up on the same princi[)le<5 as you are dividing up the note circulation. That 
is a tangible thii^. Wlit t̂her rightly or wrongly you have made an award of 
7  ̂ per cent, of the profits or the notes in circulation should be the basis of 
dividing up the profits at the end of the year. Similarly, if you could adopt a 
method of that nature, it would be easier. Sir, we do not find any mention of 
the actual p a r e n t  made to Burma. I have hunted up all the accoimts. 
But a sum which is so much liable to fluctuate ought to be mentioned some­
where. But there is no mention of the actiml amount p«id to Burma. 8o it
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is only guess work. Last year you guessed it at Bs. 18 lakhs on a profit o f 
Rs. 69 lakhs and this year you raess it at Bs. 40 lakhs on a profit of Rs. 165 
lakhs. But what are the aotuiS facts ? This I have not b^n able to find 
although I have hunted up your Audit Report of this year too. I have been 
unable to find it anywhere.

The Ronpurable the Finance Member, in paragraph 26 of his speech, has 
stated that for the future they are going to get a cre^t of only Rs. 45 lakhs 
from this head and the rest of the profit is to credited to a Suspense Account. 
But I have hunted up Statement C and I have been unable to find a single 
Suspense Account in which this amount may be shown as to what estimates 
to be the profit from this source. We also do not know whether that Suspense 
Account will be the private property of the Government of India alone or 
whether Burma also will share in it. We are told that Burma will get such a 
share, but we do not know exactly what will be done with the rest, and what 
the rest of the amount is. Sir, this morning I put a question to the Honourable 
the Finance Secretary about our one rupee note. He was unable to give me a 
satisfactory reply. When one rupee notes were first introduced by the Gov­
ernment, we were told that the Government had in stock one rupee notes 
printed in 1935 and therefore it cost them nothing to introduce those one rupee 
notes. But we are now told that one rupee notes of the value of Rs. 26 crores 
were printed in England at the cost of Rs. 12 lakhs. We ask, Sir, when the 
Indian Security Printing Press is able to transact business for other Gov- 
emments, why could it not print one rupee notes for ourselves ?

The  HoNbuRABLE Sir  JEREMY RAISMAN : They do.

The H on ou rab le  Mb . HOSSAIN IMAM : You had Rs. 10 crores of one 
rupee notes, and your Statement C says------

T he H on ou rab le  S ir JEREMY RAISMAN : Sir, it is unsuitable that 
the time of the House should be wasted with technical details based on in­
formation which is grossly incorrect. The fact is that not a single one rupee 
note has been printed in England since our own Currency Press was able to 
print. The figures which the Honourable Member mentioned relate to the 
cost of printing in 1936. But subsequent printing of one rupee notes has been 
done in our own Currency Press. But I do suggest, Sir, that these technical 
details are hardly suitable for a general debate of this kind.

T h e H on ou rab le  Mr . HOSSAIN IMAM : Sir, I was citing what I 
found in the Standing Finance Committee Report. The Standing Finance 
Committee Report, Volume 11; contains on page 46 this statement which I 
am making. I do not know that the Finance Department has given us wrong 
information. You will find it in your own Report, Volume II, of 10th Septem­
ber, 1940. I am not in the habit of making allegations which are not sub­
stantiated by facts. For his information I may mention that there is absolutely 
no indication that this cost was incurred in 1936. If he suppressed this in­
formation, he has done us an injustice. He ought to have informed the Com­
mittee that this referred to 1935. I cannot understand how this expenditure, 
incurred in 1935, should have remained in suspense for such a long time.

The H on ou rab le  th e  CHAIRMAN (The Honourable Sir David Deva- 
doss): I think if the Honourable Member will devote more attention to the
miun points, he will be able to finish his speech within time.
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Thb H ok gu bab le  Mb. HOSSAIN IMAM : I shall finish in my allotted 
time, Sir. I have a host of other things to say, but as the time allotted to me 
is about to expire, I would run over the important parts of my criticism.

Thb H onoubablb  th e  CHAIRMAN (The Honourable Sir David Deva- 
doss) : I may say that if you avoid details, you might be able to make a 
better speech.

Thb H onoubablb Mb. HOSSAIN IMAM : I would have avoided details, 
but the Honourable the Finance Member questioned me and so I had to go 
into greater detail.

I said there were two huge items. One was the repatriation, and the second 
was the war expenditure. That, Sir, is an accepted policy. But although 
we accepted it and were prepared to allow a h^her sum for defence expenditure, 
we cannot be willing parties to the manner in which this expenditure is being 
incurred. We are refused all information. Even this morning in reply to the 
very partial information which we asked for as to the amount contributed by 
His Majesty’s Government in the year which ended on the 31st March, 1940, 
we were told that it is not in the public interest to give this information. Now, 
I ask, can a self-respecting man be a party to expenditure of this kind ? You 
might be honestly carrying out—we do not doubt it— but why don’t you take 
us into your confidence ? If you are unable to give information publicly, 
although I do not think that there is anything which would benefit Hitler 
in any way by knowing whether the expenditure of His Majesty’s Government 
was Rs. 10 crores or Rs. 100 crores—that will not help them—^nevertheless 
even if you are not prepared to give the information publicly, what is the 
drawback in having a Committee of the Legislature as yon have in the case of 
the Supply Department ? Is there any special difficulty in creating an Ad­
visory Committee of that nature ? The Government ask us to co-operate. 
In what are we to co-operate ? We are unable to know anything. We cannot 
be consulted. We cannot even be informed. It is only a one-sided bargain 
o f  this nature that gives Hitler and others inside and outside the country 
to say that the British Government is out for Imperialism and it does not 
contemplate ever parting with power or in any way associating Indians in the 
defence of India. We were told at the Round Table Conference that this will 
be increasingly the cohcem of Indians. How have you carried it out ? In 
what manner have you associated Indians ? Is it the way in which you can 
carry on the government ? We do not ask for power. Even information is 
denied to us and this sort of agreement cannot go on for long.

Now, Sir, the Gk)vernment has been charged with having placed too much 
reliance on tax sources instead of relying on borrowed capital for meeting their 
war expenditure. I think those who are impatient for the war expenses to be 
financed by loans need not be, because the time will come, if we have to embark 
on a greater effort, when our taxable resources will be exhausted ; and until 
Uiat time comes I agree with the Honourable the Finance Member that he 
ia s  made a correct distribution between the present-day taxpayers and 
future generations.

Sir, in conclusion I should again appeal to the Finance Department to be a 
little less stony-hearted towards the Imperial Council of Agricultural Research. 
Our grant even for Marketing is being reduced every year, while the Govern­
ment can find money for expansion of broadcasting, for civil aviation, for tribal 
areas and a special head has been created for war expenses. In all I find that 
the expenditure chargeable to the war directly or indirectly in the shape of 

^xtra expenses comes to Rs. 89 crores, a sum whiph is grealjer than the total
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income of the Government of India during the last eight pre-war vears, thâ  
net income. We are spendii^ that huge amount on the war, but he cannot 
£nd Rs. 50,000 for the Im peril Council of Agricultural Research and he needs 
must reduce his grants to us.

Sir, I have reached the limit of my time and in the end I should like to say 
that you can have co-pperation from Indians on terms of equality. You can 
ask us to bear a greater bui^en, provided you paxt vnth part of your control 
and power. We are willing to share the burden together with prospects of 
control. Without that. Sir, it would be difficult for any one to give his support 
to the war at all.

Thb HoNoraABLB P ajjm t HtjRDAY NATH KUNZRU (United Pro­
vinces Northern: Non-Muhammadan): Sir, the most obvious featqre o f our 
Budget is the large increase that has taken place in'our expenditure on account 
of the war. Comparing the expenditure proposed for the year 1941-42 with 
the last pre-war year, that is 1938-39, I find that our civil «xi>enditure has 
risen by nearly lU. 3J crores and our military expenditure by nearly Rs. 38 
orores. And how has the Honourable the Finance Member tried to meet the 
increasing burden of military expenditure ? At the commencement of the 
current year he imposed the excess profits tax, increased the sugar cjxcise 
duty from Rs. 2 to Rs. 3 per cwt. and raised the duty on motor spirit from 10̂  
to 12 annas a gallon. He expected these three duties to yield about Rs. ^  
orores. Finding that the additional money placed at his disposal by the 
Legislature was insufficient to enable him to meet his obligations, he came to us 
in November and asked us to agree to the enhancement of certain postal rates, 
the enhancement of telegraphic rates and to a surcharge on income-tax in­
cluding corporation tax and super-tax. He expected that these three taxes 
would yield about Rs. 6 crores in a full year and about Rs. 2 crores only in 
the current year. Needing more money still, he has come to us again asking us 
to vote taxation amounting to about Rs. 6  ̂ crores. Thus, every six months 
he has come to us asking us to add about Rs. 6 or Rs, 6 J crores to our taxation. 
Even so he is unable to make both ends meet. The existing year, in spite 
of the good fortune of our railways which have made more than their stipulated 
contribution to our revenues, will close with a deficit of about Rs. 8J crores, 
and the next year is expected to end with a deficit of nearly Rs. 14 crores. 
Our total deficit for these two years will therefore amount to about Rs. 22J 
orores. Now, while new burdens are being placed upon us we cannot but be 
acutely conscious of the fact that they are the result entirely of the decisions 
arrived at by Government in the shaping of which we have absolutely no 
part. The country is called upon to meet the demands made on it in con­
nection with the war from time to time without the slightest change in the 
present constitution system. I do not want to develop this theme today for 
I shall have sufficient opportunity to do it in connection with the Finance 
Bill. It was impossible however for me to overlook this question of policy 
even during the discussion of the Budget when we are expected mostly to 
concentrate our attention on financial matters.

There are two or three points of a financial nature which I should like to 
bring forward before I refer to one or two questions of a mtore general character, 
reserving other questions of policy, for instance the question of the industrial 
policy that Government ough*- to adopt, for discussion in connection with the 
Finance Bill. The first point that I fihould like to inquire about is the arrange­
ment made with His Majesty’s Government for the disbursement of their 
obliga/tions to this c6tintiry. A question was put about it this morning
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but the Finance Secretary declined to answer it. He said it was contrary to 
the public interest to give the information asked for. Now I for one fail to 
understand the cogency of the reply.

The H onourable Mb. C. E. JONES : As a matter of fact that answer
of mine related to the amount of expenditure incurred by His Majesty’s 
Government and not as to the policy of allocation of expenditure between the 
two Governments.

The Honoueable Pandit HIRDAY NATH KUNZRU : I did not say 
•one word with regard to the policy of allocation of expenditure. I was 
speaking about a different matter altogether, about the total amount received 
by us from His Majesty’s Gk)vernment and the place in our accounts where it 
is shown. I believe my Honourable friend Mr. Hossain Imam’s question re­
lated to this matter but the Finance Secretarj'  ̂refused to answer it.

The H onoueable Sib JEREMY RAISMAN: On a point of fact, Sir,
I feel I cannot allow this point to go misunderstood in this way. The question 
that was asked of the Finance Secretary related to the expenditure of His 
Majesty’s Government in India. . That is not necessarily expenditure paid to 
'the Gk)vernment of India. It is information which is not even laid before 
the British Parliament and therefore it is unsuitable that that information 
should be disclosed in any other Legislature.

The Honoubable Mb . HOSSAIN IMAM : May I ask whether lie will 
inform tha House what was the amount given to the Government of India 
by His Majesty’s Government during that period ?

The HoNOtTBABLE THE CHAIRMAN (The Honourable Sir David 
Devadoss) : You may put a question to that effect if you like.

The Honoubablb Pandit HIRDAY NATH KUNZRU : I do not deny 
the importance of the question put by Mr. Hossain Imam, but my question is of 
a more limited character. I should like to know how much money we have 
received from His Majesty’s Government in payment of the expenditure 
incurred by us in connection with the raising, training and equipping of new 
units and in connection with any troops that might have been despatched to 
different theatres of war outside India in excess oT (Jovernment’s obligations 
under the Chatfield scheme. I should like to know where the money received 
from His Majesty’s Government for this purpose is shown in our accounts. 
Mr. Hossain Imam’s question might have been wider than I thought it to be, 
but I gather from the Finance Member’s interruption that he would now 
have no objection to supplying information of the more limited kind that I 
have asked for.

The second question, Sir, that I should like to consider relates to the 
stoppage of the commission which we used to charge His Majesty’s Govern­
ment on the orders executed for them. Vi^en the Supply Department was 
established, the Finance Member stated—I think he stated this in his Budget 
statement for the current year— t̂hat the cost of the Department would be 
recovered from His Majesty’s Government. Later on Mr. .Dow in answering 
a question of mine on this subject said :—

“ No direct contribution is made by His Majesty*s Government towards the cost of 
the Supply Department. The Department, however, levies departmental charges on all 
supplies made to overseas authorities, including His Majesty*s Government. There is no 
reason to suppose that these charpjes will uot completely cover the cost of work done 
on behalf of His Majesty’s Govei-nment and indeed the charges will if necessary be adjusted 
so as to ensure that the cost is completely recovered.*;
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T he H on oijrab le  M r. HOSSAIN IMAM : On what date was this 
reply given, Sir ?

The Honoujbuble P an dit HIRDAY NATH KUNZRU : On the 4 th 
March, 194U. It is rather surprising, Sir, that after having committed them­
selves in this manner, Government should subsequently have decided not 
to charge any commission on the orders placed in India by His Majesty’s 
Government. The reason given for this in the other House was that the War 
Ofl&ce and the Ministry of Ripply wei-e not charging any commission on orders 
placed in England on behalf of the Government of India and that the greatly 
increased orders placed in India by His Majesty’s Government and the economic 
advantage that would thereby accrue to India made it desirable that the Govern­
ment of India should forego the commission of 3 per cent, which they formerly 
charged. 8 0  far as the first point is concerned. Sir, the Government of India 
must have been aware of it, I should think, when Mr. Dow gave the reply that 
I have already read out to the House. So far as that point is concerned, it is 
nothii^ new and to the extent that the Government of India rely on it their 
reply is unconvincing. As regards the second point, one has to bear in mind 
the relations between India and England. We have for years and years been 
placing large orders for our requirements in England. They must have con­
siderably benefited British industries, but I do not think that that considera­
tion has in any way infiuenced the relations of His Majesty’s Government with 
the Government of India in financial matters. I am therefore sorry to say 
that even in regard to this matter it seems to me that the Government of India 
are on very weak ground. Another consideration that weighs with me is that 
when the current year began the expenditure of the Supply De])artment wa^ 
I believe only about Rs. 23 lakhs.

The H on ou rab le  S ir JEREMY RAISMAN : Estimated.

The H on ou rab le  P andit HIRDAY NATH KUNZRU: It was esti­
mated to be Rs. 23 lakhs and it is now estimated to be Rs. 58 laJb̂ s. In the 
course of a year it has increased by Rs. 36 lakhs. I f  more orders are placed with 
us I have no doubt that the expenditure on the Department will further 
increase. If the increase in the coming year is of the same order as that in the 
current year, our expenditure may amount to between three-quarters of a crore 
and a crore. Surely this sum is big enough for us to recover from Hie 
Majesty’s Government. Let me say in order to remove any misunderstanding 
that I have no desire whatsoever to make any profit out of the perilous situa­
tion, the most regrettable situation, in which His Majesty’s Government find 
themselves. But I do not think I can be accused of making any improper 
demand when I ask that the matters relating to the supply of stores to His 
Majesty ’s Government should be placed on a business basis. I think that the 
matter requires reconsideration and that the Government of India, seeing how 
limited the financial and economic capacity of India to bear new burdens is,̂  
should revise their policy and inform His Majesty’s Government that they have 
come to the conclusion that in the present situation they could not adhere to 
the decision which thej" announced in November last.

My third question, Sir, is of a dijfferent kind. The Railways have, I 
admit, made a handsome contribution to our revenues. But I am afraid that 
the separation of railway from general finances has made many even of those 
who devote considerable attention to financial matters think that the Railway 
Budget is somehow an entity by itself and that financially it piust continue ta 

'>3 0 cupy a special position even at this time. The Government of India have
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done something themselves to remove this illusion by calling upon the Rail­
ways to make a larger contribution, a contribution which, strictly speaking* 
they could not have been asked to make under the terms of the agrjaement 
arrived at in 1924-25. Butin my opinion they have not gone far enough as 
yet. I find that, if the anticipations of Government are realized, the balance 
in the Railway Reserve Fund will, at the end of next year, amount to Rs. 6| 
crores. Now, suppose that that money had been a part of what we call 
the Geneial Budget. Suppose it had been a part of the general balances o f 
Government. Would it not have been utilized at the present time in order to 
meet our needs ? I may be told that our Railways have passed through a 
very difficult period recently and that with the experience of that period msh 
in our minds wo ought not to deplete the resources at their disposal, for we 
should bear in mind that they might be called upon to bear heavy burdens 
after the war. Sir, there is a great difference between the circimastances of the 
Railways now and their situation during the last Great War. At that time 
there was no depreciation fund and consequently at the end of the war the 
Railways found themselves in a hopeless condition. They cannot be reduced 
to that condition now in view of the steps taken to provide them with a depre­
ciation fund. But I do think, Sir, that at the present time the money placed 
in the Reserve Fund of the Railways, which will be larger, I believe, than that 
shown here by about a crore, should be regarded as a part of the general 
balances. We have to meet a deficit of nearly Rs. 22J crores. People ask 
the Honourable the Finance Member to meet a part of the cost of the war by 
means of loans. Well, so far as the deficit is uncovered, I take it that it will 
have to be met with the help of the Defence loans that the Government o f 
India are raising. I do not see that there is any other way in which they 
can meet this deficit. In this state of things, I think that the suggestion 
that I have made today deserves their serious consideration. I see no objection 
on principle to the course that I have suggested.

Apart from this, Sir, there is the question of the provision made for the 
reduction or avoidance of debt. The Finance Member has himself referred to 
it in his statement. While pointing out that the deficit for the current year 
would be about Rs. crores he said that, as the provision made for the 
reduction and avoidance of debt was about Rs. 3 crores, the real deficit was 
only about Rs. crores. I take it that this means that the Finance Member 
has made up his mind, whether he technically omits this provision or not, to  
utilize this money for meeting his obligations. Perhaps that remark is super­
fluous because the money would go into the general balance of the Government 
of India and thus be available for meeting their obligations. But I venture 
to suggest that this provision should be done away with during the currency 
of the present war. There seems no advantage in retaining this provision 
even as a. matter of form.

Sir, there are other matters too, but I think these are the most important 
matters which in my poor judgment require consideration at the hands of 
Government. I should like, before I sit down, however, to refer to two 
matters, one of a general kind and the other of a complimentary character. 
Let me deal with the second point first. I heartily congratulate Government 
on their decision to repatriate £90 million of the sterling debt and to acquire 
the telephone companies in Bombay, Calcutta and Madras. I approve of the 
latter decision on the same grounds on which I approve of their decision to 
purchase certain railways. t
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As regards the first point, I attach considerable importance to it both on 

economic and on pohtical grounds. On general grounds, Sir, I should have no 
objection to the utilization of British capital in this country.

(At this stage the Honourable the President resumed the Chaii.)
But if British capitalists, because they have lent money to this country', want 
to control our constitutional system, want to have a stranglehold on our con­
stitutional development, then I say the time has comc for us not merely on 
financial but also on political grounds to reduce the sterling debt as much as 
possible and as quickly as possible. For these two reasons I heartily welcome 
the decision which Government have arrived at. I hope that, as more sterling 
accimiulates in their hands in course of time, they will use it in the same manner 
in which they have used their existing resources. I do not know how they 
are going to finance this operation in India. It is a matter of considerable 

 ̂ ^ importance. Perhaps the Honourable the Finance Member
might like to enfighten us in regard to it. I attach 

importance to it because the manner in which the operation is gone 
through might have some effect on the development of the defence loans. 
In so far as contributions are made to it by small people the subscriptions to it 
will not be affected. Btit the bigger contributions might be affected by the 
manner in which Government decide to replace sterling by rupee securities.

There is only one other point that I should like to deal with, and that is of a 
very general character. I have already referred to the present constitutional 
position and the feeling that is produced in the country by the fact that its 
representatives have no hand in deciding questions of policy at present. 
Another factor which weighs with us is the fact that information on questions 
relating to Defence, External Affairs, and the development of our industries, 
on which both our economic prosperity and our ability to prosecute the 
war depend, is not supplied to us. In spite of our protests year after year. 
Government have chosen to remain practically silent on these vital questions. 
They think that our only business is to carry out their orders. They are well 
aware of the exasperation which has been caused by their policy. But they 
are unable to conquer their obstinacy. So far as the Defence Budget and 
External Affairs are concerned, Honourable Members are well aware that 
hardly any information is supplied to us. Even as regards industrial develop­
ment, we are given the minimum of information possible and sometimes 
refused information that we can justifiably ask for. I will give only one 
illustration. The Eastern Group Conference met here recently. The Eastern 
Group Supply Council has been established in consequence of it and will act as 
its permanent organ here. But does any Honourable Member of the House 
know what the decisions of this Conference have been and how they will affect 
our future industrial development ? I can understand that it is not possible 
for Government to give full information on all these subjects to the Legisla­
ture. But I am convinced that they can supply appreciably more information 
than they are inclined to give at the present time. Take the question of the 
war purchases by His Majesty’s Government here. Some secrecy is being 
observed about it. But I gather from newspapers that both British and 
American officers refer publicly to the value of the orders placed on behalf of 
His Majesty’s Government in the United States of America. If information 
of this character can be published without detriment to British interests in 
the United States, I see no reason why it cannot be given us without injuring 
our interests------
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The H onourable Sir JEREMY RAISMAN : It has been given, Sir 
in my Budget speech. I mentioned the value of the orders placed by Hia 
Majesty’s Government up to the middle of January in my Budget speech.

Tue Honourable Pandit HIRDAY NATH KUNZRU: You said 
about Rs. 82 crores. I asked for information on a different subject altogether. 
If, however, Government are unable to move from their present policy, I 
suggest, as other Honourable Members doubtless have suggested before, and 
have suggested today, that a defence Committee of the Legislature should be 
established which could be confidentially given a great deal of the information 
that cannot be supplied to the House. This demand was, I believe, first 
made by my Honourable friend Mr. Sapru in this House. I should think that 
no demand could be more moderate. We have never said that we would not 
like to do all tlvit we can in order to defeat Fascism and Nazism. But Gov­
ernment have always and consistently loved to place themselves in the wrong 
by turning down every request of ours, however moderate it might have been 
for the satisfaction of our rights. I hope, Sir, that it is not yet too late for 
Government to think over the matter once more with an open mind and to 
arrive at a decision which would give satisfaction not merely to this House 
but also to the country. Constitutionally they are undoubtedly not res­
ponsible to us for the govermrient of India. But they ought to realize how 
weak their moral position is and that it is neither prudent nor just that they 
should utilize to the full the power that the Constitution vests in them to act 
without reference to our wishes. Even a mighty Government like the Govern­
ment of India, which in the last resort is not answerable to the people of this 
country, should not act arbitrarily. Even such a Government should try to 
carry the people, as far as possible, with them, and this is more tiecessary 
now than ev^r. This consideration will become increasingly more important 
in future. Developments are taking place both in Europe and in the Far 
East which, it seems to me, will greatly increase the importance of India to the 
Empire. Surely, then, it ought to be Government’a effort to think of every 
means by which they might give satisfaction to India in order that you may 
get full and whole-hearted support iii the prosecution of the war.

Sir, I have nothing more to say. There are questions relating to the 
Army and the Supply Department which I wanted to raise today, but there is 
no time for them and I hope that you will indulgently allow us to raise them 
in connection with the Finance Bill.

His ExoelI/BNOY the COMMANDER-in^CHIEF : Sir, there are one or 
two points which have been mentioned today about which I think misappre­
hensions exist, at least so far as I understand them. My Honourable friend 
Lala Ram Saran Das mentioned, for instance, the elimination of the Viceroy 
commissioned officers. Well, so far as I know, far from their being eliminated 
they are being reinstated. They were eliminated in those units which on the 
introduction of Indianization were called Indianized units. That state of 
affairs no longer exists, and in those units from which they had been eliminated 
they have now been replaced. Nobody knows better than myself the value 
of these officers fend I can assure you that their interests are very close to my 
heart and I will be personally responsible that those interests do not suffer. 
(Applause.)

Another point mentioned by the Honourable Member was the use that is 
made of University Training Corps. Well, I am inclined to agree with the 
Honourable Member that perhaps more use might be made of these units, and 
the matter is already receiving my consideration.
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There are other matters mentioned by the Honourable Member which I 

think I would rather refer to at another time. But I think the main point 
with which I am concerned in my capacity as Defence Member, the main point 
which has emerged today is this universal and insistent demand for a closer 
connection between the Members of the Legislature and the Defence Depart­
ment, both in respect of tiie giving of advice to the Defence Department and of 
the receipt of information from the Defence Department. Well, Sir, I can 
only say that this demand has my complete sympathy. It is not an easy 
matter to arrange. Varying suggestions have b^n  made and these suggestione 
require careful consideration. I have no doubt whatever myself that before 
very long we shall be able to arrive at some suitable compromise which will not 
only assist me but will be of value to the Members of the Legislature in the 
execution of their duty. I propose therefore to give this matter my immediate 
and personal consideration. (Applause.)

T h e H onourable the PRESIDENT: Would the Honourable the
Finance Member like to speak at this stage, because T understand he has a 
Cabinet meeting and T can hear him first and then call on other Members ?

T he  HoNOuaABLE Sib  JEREMY RAISMAN (Finance Member): Thank 
you, Sir. The debate today has touched on many issuer; naturally, it has 
ranged from the extreme political end to highly technical and detailed exa> 
mination of some of our figures by my Honourable friend Mr. Hossain Imam, 
and perhaps 1 might deal first with him.

I wish my Honourable friend, if there are points in the accounts presented 
to this House which he does not fully understand, would com9 to us and 
obtain information. I do deprecate his getting up and emphasizing points

X rding which his information is not accurate and which may Imve the 
5t of misleading this House. The figures which are presented to this House 

are intended to be sufficient to enable the average Member to understand the 
general structure of the Budget. I realize that some Honourable Members 
have a deeper interest in particular details and my Honourable friend Mr. 
Hossain Imam has always shown a great passion for following out some of 
the most technical parts o f our financial transaction. Well, Sir, I can only say 
that for him nothing less than the complete Finance and Revenue Accounts of 
the Government of India could be of any use. But there was one point of 
policy on which I would cross swords with him and that is on the question of 
the construction of the Calcutta Mint, which he instanced as an example of 
our extravagance in time of war. Sir, the position in relation to the Mints 
is that we are almost approaching a desperate situation. Coinage at an un­
precedented volume is going on night and day and plant which is at the 
moment irreplaceable is being rapidly worn out. Now it is absolutely vital 
that we should take steps to change over from the existing Calcutta Mint to 
mother Mint. We must lay plans. You cannot stop minting suddenly. It is 
not one of those businesses where you can put up the shutters and say in 
twelve months time we will resume working. You must lay plans, so that 
you can pass over from one place of production to another, and it is bound 
to be a pretty difficult transaction to carry out. But our object is to meet 
all demands on the Mints without at any time having a serious lacuna, which 
as Honourable Members know can be a source of the most extreme inconven­
ience to the public. In the case o f the Calcutta Mint, apart from the pressing 
necessity for a third mint, there is the fact that the site on which the existing 
mint stands is an extremely valuable one. It is o f no particular value to us.
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There is no reasoD why it should be situated at the end of the new Howrah 
bridge, and in all human probability it will be a valuable site when the time 
comes to dispose o f it, and therefore the transaction is likely in the end to 
cost the general taxpayer very little. Even if it were to cost liim the whole 
o f  the Rs. 60 lakhs I claim that we have no option at this time but to embark 
on it. And if the accusation of extravagance in this case is typical of the 
grounds on which we are accused o f extravagance, then that comforts me 
greatly.

T he H onourable  Mb . HOSSAIN IMAM : Will the Honourable Member 
cite the incorrect informations T have given to the House ?

Th e  H onoubablb Sib  JEREMY RAISMAN : There were several, and 
I do not think I should waste the time of the House. I give him one instance. 
He said the interest on the Silver Redemption Fund was being credited to 
capital instead of to revenue. That was not the case. It was mentioned 
last year in the Explanatory Memorandum because last year there was a drop 
in the market value o f the securities and so any interest earned had first to 
go to make up that fall. But in the present year it is credited to revenue in 
the ordinary way, and therefore no statement has been made about it in the 
Explanatory Memorandum.

T he H onoubablb Mb . HOSSAIN IMAM : Under what head ?

T he H onoubablb Siii JEREMY RAISMAN: Does the Honourable 
Member question the correctness o f what I have said ?

T he H onoubablb  the  PRESIDENT (to the Honourable Mi*. Hossain 
Imam ): You can only interfere id  the debate when the Honourable Member 
is winding up the debate on the ground that your statement has been incoi rectly 
represented or that the Honourable Membei- has not understood your point. 
Not otherwise.

T he H onourable Sib  JEREMY RAISMAN : I was going to say, Sir, 
having been the recipient in another place and in this House of many compli­
mentary remarks, I am perhaps in the mood, if I may say so, to hand some to 
others and I would like to compliment the Honourable Pandit Kunzru on 
the moderate and interesting way in which he dealt with the mu in financial 
points which emerge from this Budget and points which, if I may say so, appear 
to me most suitable for a general debate of this kind. I would like first to 
attempt once more to dispel the misunderstanding which exists regarding the 
expenditure of His Majesty’s Government in this country and the expen^ture 
o f the Government of In(6a. As I explained in my Budget speech last year, 
the first main point to bear in mind is that the whole of the Defence expenditure 
that occurs in India is first debited to His Majesty’s Government. The next 
thing that happens is that certain parts o f that expenditure are debited to the 
Government of India and credited to His Majesty’s Government. Now, what 
is debited, as I have explained, is at first a certain figure based on our normal 
peace time defence budget, and secondly, an addition for certain increases ; 
then, thirdly, the cost of what are called India’s local defence measures, and, 
fourthly, there is the ordinary pensionary charge—or what is called the non- 
efifective item. Now, that is the position. The whole of the residuum is 
debited to His Majesty’s Government. The reason why it is unBuitable that 
the precise JSgure should be given in India has been explained by me. The
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Budget of His Majesty’s Goverumeut iu England is not exhibited in sufficient 
detail to give that figure. If it were so exliibited, then there would be 
absolutely no reason whatever why I should not exhibit it here. But 1 submit 
that it is unfair and un8uitable; if His Majesty's Government for reasons of 
their own are not prepared to lay before their own Legislature details o f that 
nature, then we cannot for our own purposes give publicity to them here. 
But in order to enable Honourable Members to have some idea of the magni­
tude of the expenditure, T did make certain allusions to its general size in 
the course of my Budget speech.

I come now to another point with wliich the Honourable Paudit Kunzru 
dealt and that is the question of oommission on Supply Department purchases 
for ilis  Majesty’s Government. Now, Sir, I do not wish to introduce any senti­
mental considerations into thisquestion. I deal with it purely on the Imsiness 
basis. The fact is that His Majesty's Gk)vornmeDt make on our behalf cont̂ i- 
derable purchases ; or rather they make supplies of commodities and of products 
which are very difficult indeed to obtain—articles and equipment which as a 
matter o f fact we could not obtain at all and which the peace time machinery 
which we had in the United Kingdom would be quite incapable of obtaining. 
The reason is that whole industries which produce articles and equipment of 
this kind are now completely under the control of the Ministry of Supply and 
it is useless for any other purchaser to a tt^ p t, so to speak, to go into the 
open market and pick up these things, just as useless as it will shortly be in 
America. In England the whole business now of obtaining certain types of 
article is completely in the grip o f the Supply Ministry of His Majesty’s 
Government. Now, we get our supplies of this type of article and of equip­
ment directly from His Majesty’s GovernmeDt. They suppty those things to 
us at exactly the same cost aa they supply them to themselves. They charge 
us nothing extra, although in many cases the machinery of control which is 
involved is much more e&borate and expensive than our Supply Department 
in India. The Supply Organization in England is a tremendous organization, 
but they do not attempt to recover from us a proportion of the cost of that 
organization. So my main point is that on the ground of reciprocity it was 
impossible for us to go on charging His Majesty's Government when they in 
precisely similar circumstances were not charging us, and the moment they 
raised the point—whatever the Government of India had intended and had 
announced in regard to the intention of recovering the cost of the Supply 
Department as far as possible by a percentage charge on supplies—we realized 
that our position was untenable. It also, I may say, is the case as far as I am 
aware, that the Dominions do the same thing ; they do not levy a percentage 
in order to cover the cost of their Supply Departments. Now, having stat^  
the more business-like basis of this arrangement, I would like to go a little 
further. Some of the transactions between His Majesty's Government and 
ourselves are not ruled by the strictest business considerations. As I 
mentioned in my Budget speech, they have made supplies to us of certain 
equipment free of charge.

T he  H onoubablk  P andit HIRDAY NATH KUNZRU : If I may 
interrupt the Honourable Member. Was not that a part of the Chatfield 
recommendations ?

T he H onoubablb Sib JEREMY RAISMAN : In addition to and apart 
from the Chatfield basis, they have made supplies of certain things to which 
we are not entitled under the Chatfield arrangement. They have on being
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requested placed certain material and equipment at our disposal without charge. 
Well, Sir, I know that it will be useless to put a point like this to anybody 
who entirely disapproves of India’s collaboration and of co-operation in the 
war effort of His Majesty’s Government. But, speaking as I am to Members 
of this House who I know do not take that attitude, I suggest that we should 
put ourselves in an unadmiiable position if in the face of these facts we were to 
insist on continuing to collect our percentage on the supplies which we were 
purchasing for His Majesty’s GoveJnment. It is clear that India is deriving 
great economic advantages from these supplies and it is also the case that His 
Majesty’s Government is probably bearing the most tremendous financial 
burden which any Government ever bore in the history o f the world. I said 
that I do not wish to introduce sentimental considerations, but in addition to 
the solid reasons which I have already mentioned, I suggest a background 
like that deserves to be taken into account.

The Honourable Mr. Kunzni then dealt with the question of our relations 
with the Railways and he thought that the railway contribution was in effect 
not sufficient and I think what his suggestion amounted to was that the whole 
of the railway surplus should be automatically appropriated to general revenues. 
Well, Sir, that is a point of view which can be argtied. I myself think it is 
unnecessary to go back on an important decision of that kind—the decision 
to separate railway from general finances, merely under the stress of what 
we hope is a temporary emergency, and that we should endeavour to continue 
to maintain the separateness of the accounts for the reasons for which that 
system was introduced which still to a great extent hold good. It is not as 
if the money earned by the Railways were not at our disposal for the prosecution 
of the war. If that were so, the matter would be different. But the fact 
remains that, whatever the RaiVwaĵ s earn is invested with us. We, the 
general revmues are, so to speak, the bankers of the Railways and therefore 
the surplus which they put in their Depreciation Fund and in their Reserve 
Fund are banked with us, are loaned to us, and are availablo to us for war 
puiposes. *

He touched on the Sinking Fund provision of Rs. 3 crores and asked why, 
since in effect I took the credit for it in casting up the results of the year’s 
acsoount, he asked what was the object in continuing to make this provision. 
Well, Sir, there is an object. Actually thib sum of Rs. 3 crores represents the 
total of certain obligatory provisions which we have to make in respect of 
sinking funds attach^ to certain loans and of certain railway annuities so that 
we could not in any case abandon this provision. It would have to be made 
in order to fulfil obl^ations which we have. In the okcumstances we continue 
to make this provision for the reduction and avoidance of debt, but I did take 
the liberty of pointing to it in order to mitigate the effect of the deficit.

On the subject of repatriation, my Honourable friend wished for further 
information on the method of financing the operation, of which I understood 
that he cordially approved. Well, Sir, I gave in my Budget speech such 
information as I co^d at the present stage and I explained why we could not 
go into further details because the exact figures of the amounts we shall have 
to deal with will not be precisely known to us until the 10th March. It will 
then be for consideration in what precise manner we should proceed to raise the 
rupee finance which will be necessary to cover the whole transaction.

I turn now to the Honourable Mr. Shantidas Askuran and I only wish to 
deal with one point and that quite briefly, and that is the matter of the 
enhanced duty on art silk yarn. The Honourable Mr. Shantidas Askuran^
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aaked me whether I intended to change the duty on art silk fabric accordingly. 
Well, Sir, even if we did intend to change that duty, it would not be necessary 
for us to bring forward legislation because it is a protective duty in regard to 
vrhich we have certain powers. But I would like to make the position clear 
to this House as I did in another place yesterday. The duty on art silk fabrics 
is a protecti^ duty which was imposed in the interests of the cotton textile . 
trade. That is to say a specially high rate of duty was imposed on artificial 
piecegoods in order to assist the cotton piecegoods manufacturer. Now what 
happened ? The duty on art silk yam still remained at its previous low level 
whereas the duty on art silk fabrics underwent a rise. The result wa  ̂that an 
industry sprang up in this country, a curious industry which consisted in the 
weaving of art silk fabric out of imported art silk yam. To that extent was 
exploit^ a weakness in the protective system, because these art silk piecegoods 
woven from imported art silk yarn were just as perilous to the cotton piece- 
goods industry as were the art silk fabrics imported direct from Japan. Now 
that 1 take a step which incidentally has the effect of partly removing that 
anomaly, I am a^ed why I do not protect the art silk fabric industry. It 
is really a most paradoxical position but as I indicated yesterday I do not 
regard the industry of weaving art silk fabric out of imported yam as having 
Any great claims to our consideration. At the same time, I do not admit 
-that what I have done and propose to do, while reducing the lucrative margin 
which the industry has enjoyed hitherto, I do not think it will make it impos­
sible.

There is only one other matter on which I would like to speak and that is 
the complaint of my Honourable friend Mr. Richardson regarding the adminis- 
toktion of the excess profits tax, and I think the income-tax, in Calcutta. 
Well, Sir, I was perturbed to hear some days ago of the grievances which the 
Honourable Member entertained and I took the step of sending down to 
Calcutta a Member of the Central Board of Revenue as well as the Excess Profits 
Tax Adviser. They went down and got into contact with the representatives 
o f many of the important firms in Calcutta and with their accountants.

The H on ou rable  M r. J. H . S. RICHARDSON : There are only two 
representatives.

The H on ourable  Sir JEREMY RAISMAN : Well, Sir, the reports 
submitted to me indicate more than that. In any case, the representatives 
o f  the main firms of auditors in Calcutta are, I believe, in a position to speak 
About the state of the income-tax work in relation to most of the firm?. Well,
I  am glad to say that I received a very reassuring report in comparison with 
the alarming state of affairs which I had apprehended might be found to exi^t. 
But I do wish to point out one thing and that is that in the present circum­
stances it is true that the Department is heavily overworked. It is not possible 
at a moment to call into being expert income-tax administrators. It is also 
the fact that our policy naturaUy at a time like this is to take up for assessment 
and to complete those cases where assessments are likely to result in tax having 
to be paid. If prima facie it is merely a matter of determining the amount of 
lossj then it is clearly at the present time not so urgent a matter as a case where 
the tax will be collected. So that it is possible to have quite an impressive 
arrears list with at the same time very little money outstanding in relation 
to these arrears. I do not say that these cases should not be completed, and 

(of course it is the business of the income-tax officer to complete them as soon as 
possible. But it is a fact that for practical purposes they are not as urgent at 
uthe present time as are other types of cases.
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My Honourable friend reminded me of the promise I made last year in 
regard to the administration of the Excess Profits Tax Act and the machinery 
o f  this Department. Well, Sir, I am fully conscious of that promise. I wish 
to detract nothing from it, and what is more, I have to say that I have taken 
steps this year to ensure that the administration of this tax was properly 
planned. I made efforts to secure an officer whom I consider as almost unique 
in the Empire in respect of excess profits tax. He occupied a very high posi­
tion in the excess profits tax administration of the United Eongdom and I 
do not think anybody could question his competence or h e zeal and energy. 
Well, I could not get more than one officer of that type, but at the earliest 
moment after his arrival he sat down to make out a whole scheme of instruc­
tions and forms and everything that was necessary in order to enable the 
Department to assess and collect this tax. There was a good deal of work 
involved. I knew there would be and the result was, as I mentioned in my 
Budget speech, that the first returns were not due till the end of November. 
There is one matter in regard to which I think I can claim the sympathy of the 
House, and that is, that when the Excess Profits Tax Bill was going through 
Select Committee, at every stage which involved a period of time, the Com­
mittee insisted on giving the £bssessee more time. You cannot do that and 
at the same time expect us to complete the assessments in a short period. 
I f the assessee is to be given 60 days to make his return, if again the next 
thing which is to be done, instead of being one month later is two months, and 
so on, then the whole business must take a good deal longer and as this is the 
first year of the administration of an exceedingly difficult and important 
tax, 1 claim that we have done our best and gone ahead as fast as we can. The 
Honourable Member mention^ that in the circumstances we had asked firms 
to make advance payments of the estimated amount. That, Sir, I understand 
is a practice which is common in the United Kingdom in times like this. I 
do not wish to be misunderstood. I fully appreciate the patriotism of firms 
which have responded to that request. They are under no obligation to make 
any payment before the tax is actually assessed and the demand presented, 
and I am deeply grateful to them for responding to our request and in cases 
where it was clear that tax would be payable, for making an advance payment. 
But the fact that we did have recourse to this is not, I suggest, indicative of a 
parlous state of affairs in the Department.

1 will not detain the House with any further points. I am very grateful 
for the reception which has on the whole been accorded to my Budget.

The H onoubablb M e. P. N. SAPRU (United Provinces Southern : Non- 
Muhammadan) : Sir, I do not wish at this stage to detain the House with a 
long speech. The main feature of the Budget is that it reflects the war situa­
tion. The increased expenditure for which the Finance Member is responsible 
and which is to be met by fresh taxation has been necessitated by the war. 
So far as we are concerned, we recognize the necessity of effectively* strengthen­
ing the defence forces of this country. But the great difficulty here is a politi­
cal and psychological difficulty and in determining our attitude towards the 
Budget we cannot ignore those psychological and political factors. We find 
ourselves not associated in any effective form with the conduct of the defences 
of this country and therefore we are always suspicious of the Defence Depart­
ment. I am, therefore, Sir, very glad that His Excellency the Com- 
mander-in-Chief—I am sorry that he is not here just now, because I want 
to say that we, on this side of the House, appreciated his conciliatory manner 
very much ; we hope that he will inaugurate a new era here in this House.
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We hope that we will be able to get rid of our past traditions and we will writê  
a new’ chapter in our relationship with the. Defence Department. He has 
indicated that he is prepared to consider sympathetically the demand for an 
Advisory Council on Defence. In fact, our demand now is for an Indian 
Defence Member, but I do not raise any political issues today. I am glad hat 
he is prepared to consider the demand for an Advisory Council on Defence 
with sympathy. I think that on that Advisory Council the Legislative Assem­
bly and the Council of State ought to be effectively represented by elected 
representatives. I hope that the conciliatory tone, which His Excellency 
adopted today, means that hereafter there will be greater co-operation between 
the Defence Department ^nd the Opposition benches.

I w’ill just refer to one other point to which reference was made by the 
Honourable Dr. Kunzru. He pointed what I had indeed pointed o ît in 
ihy speech before ort the Supply D^artment that we are foregoing supply 
charges for goods supplied to His Majesty’s Government. The answer tlmt 
the Honourable Sir Jeremy Raisman has made is that there is reciprocity in 
this matter and that'His Majesty's Government are not charging us com­
mission for purchases made by us in Great Britain. I would like to know, Sir, 
whether there is any '^al reciprocity in this itffair. What'is the voltime of 
goods that we have pulrchased frott) the tJnited Kingdoirt> and what is exactly 
the volume of goods tlfat the LTnitdd ICingdbm ha« 'purchasM from lis ? Sir, 
we were charging in pl^ce time this commission and I venture to think that 
comparison is made, itSHll I^ found that We are purchafiing much lesis from the 
United Kingdom than the' United Kingdom is purohaain^ from us. The 
advantage lies with the United King^m and not with us. There is, there­
fore, little reciprocity in this afrair——

The Honourable M*r. C. E. JONES : Sir, if you will allow me to inter­
rupt the Honourable Member at this stage, I shotild like to explain thâ t the 
question is not so much the amount putchas^ Iby India from the United 
Kingdom as the amount supplied to Inma by the United Kingdom, and I can 
give the Honourable Member an assurance that the balance of advantage in 
this reciprocal arrangement is in favour of India.

The H onoitrable Mr . P. N. SAPRU : Is any commission charged for 
purchases made for the Allies ?

The H onourable Mr. C. E. JONES : If they purchase in India, I think 
the 3 per cent, is charged.

The Honourable Mr . P. N. SAPRU : Why is thin distinction made 
between His Majesty’s Government and the Allies ?

The H onourable Mr . C. E. JONES : It is simply a reciprocal arrange-
nient between His Majesty’s Government and India.

The Honourable Mr . P. N. SAPRU : Well, Sir, I have pointed out that 
in my humble opinion I can see little reciprocity in this arrangement, and there­
fore I think the point remains where it was left by the Honourable Dr. Kunzru.

There are two or three other items to which I should like to make a refer­
ence. I find that there has been an increase of Rs. 21 lakhs in the case of
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Broadcasting. The* figure on page II is Rs. 29 *77 lakhs and this year it has 
gone up to Rs. 50-04 lakha, that is an increase of Rs. 21 lakhs. Now on page 
15 of the Explanatory Memorandum the explanation given is—

“ The budget provide;? for a block grant of Rs. 17 lakhu for development. There is 
alyo additional (expenditure for the cost of the expanded RerviceH over a full year

Sir, why is there this increase in the Broadcasting Department ? Is it 
intended for Indian troops abroad ? Has thia increase been necessitated by 
the fact that Indian troops abroad need more broadcasts ? If that is so, then 
I would say that this item should be charged to His Majesty's Government, 
because they are not merely serving India; they are serving His Majesty’s 
Government in Egypt also. '

Then there is another item to which I should like to invite attention. 
That is on page 12, I find there is a big increase in “  Miscellaneous expenditure 
connected with the war**. The explanation is :—

“ The revised inoluden Rs. 25 lakhs and the budget Rs. 63 lakhM for payment uf the 
premia collected under the War Risks (Goods) Insurance Scheme which is first ta<ken to 
revenue an credit to the Insurance Fund. Omitting this amount the increase in the 
revised and the next year’s budget over the cunrnt year’s budget is mainly due to the 
following additional expenditure *

And among the items I fihd “ Training of skilled artisans The revised 
estimate is Rs. 7 21 lakhs, and in the budget it is Rs. 92*78 lakhs. Now these 
trained artisans will be necessary for the successful prosecution of the war in 
which His Majesty’s Government is also equally interested, and therefore there 
should be a contribution by them towards this item of expenditure.

I would also like to refer to the increase in the expenditure on aviation. 
There is an increase of about Rs. 10 lakhs in aviation.

“ The budget provides for a block grant of Rs. 36 lakhs for the development of civil 
aviation agaia«it Rs. 25 lakhs in the revised, as well as for additional expenditure on the 
normal running of the department in war time

I should have liked the increase in the grant for civil aviation to be larger 
than it is.

Passing on from these minor criticisms to the broader issues raised by the 
Budget, I may indicate my own point of view quite frankly. I have little 
fault to find with the mechanism of the Budget. As far as I can see Sir Jeremy 
Raisman has a deficit of over Rs. 22 crores to meet. He has met it partly by 
borrowing and partly by taxation, more by borrowing than by taxation. There­
fore the burden is to be placed not only on the present generation but to some 
extent also upon the future generation. My own view is that the present 
generation is mainly responsible for this war and we should as far as possible 
finance this war by taxation. I do not say that the entire war effort can be 
financed by taxation. Tihat is not my proposition. I think Sir Jeremy Raisman 
is right in the view that for the financing of the war eflFort we must rely both 
upon taxation and borrowing and that we cannot exclusively rely upon borrow­
ing for financing the war effort. So far as this aspect is concerned I find myself 
more in agreement with Sir Jeremy Raisman than with his critics. ‘

Coming, Sir, to the actual proposals, I recognize that they will need very 
<3areful Consideration and I should not like to commit myself at this stage to 
Any precise details. But I am rather worried about two items of fresh taxa­
tion. One is the duty on matches. I think that duty will fall on the poor 
man and it will be in the nature of the salt tax. It will fall upon people who

(tEXKka]. j) is c ;r s s j( ) .\  o f  t j j k  ui-JXKiiAi- B rj)O i t ,  1941-42. 239



[Mr. P. N. Sapra.]
cannot afford to bear the burden. I should therefore like the case for increas­
ing the duty on matches to be reconsidered. The second item about which 
I am a little doubtful is the surcharge on income-tax. 1 am not thinking o f  
the super-tax but of the income-tax only. I believe that even those whose 
income is only Rs. 2,000 a year will have to pay this surcharge.

T he H onotjbablb Mb. C. E. JONES : All income-taxpayers will have to 
P̂ .V. ,

The H onottbable Mb. P. N. SAPRU : I should like an exemption limit, 
Sir. I think the surcharge should be levied on persons who have an income of 
something like four to five thousand rupees a year and more, and those with 
lesaer incomes should be exempted firom this surcharge. I know that taxation 
in this country cannot be so heavy as it is in England and our industries have 
passed through a period of great depression. They have to provide against 
future slumps. Also we need rapid industrialization, and I know that 
the figure 66§ which has been proposed for excess profits duty is a very high 

g p ^ figure, but I hope, Sir, that in future, when the ne^
’ arises for fresh expenditure, this consideration that

conditions in India are not exactly identical with England will be borne in 
mind. England is a highly industrialized countiy and the taxation which 
people in England can bear people in India cannot necessarily bear. This 
consideration will have to be borne in mind in future. That is all that I would 
like to say at this late stage on the Budget.

The H ongubable Saiyed MOHAMED PADSHAH Sahib Bahadub 
(Madras: Muhammadan) : Sir, before I make my observations on the Budget, 
I should like to give expression to our appreciation of the very excellent speech 
which His Excellency the Commander-in-Chief has just made and which shows 
the very helpful, salutary and very proper attitude which His Excellency 
brings to the formulation of the defence policy of the country. This is a very 
happy augury for the success of His ExceUency’s term of office and also for the 
great benefits that we hope would accrue to the country by a change and a 
welcome change in the defence policy of the Government. Sir, if this is the 
attitude in which this difficult and complicated problem is approached, there 
is every hope that there will be more co-operation between the people of the 
country and the Gove nment and a beginning will be made for giving effect 
to the instruction which is given to His Excellency the Gk)vemo ' General to 
try and give Indians an increasing interest in the defence of their country. 
Sir, I feel it is my duty also to pay a compliment to my Honourable colleague 
the Finance Secretary for the very lucid and able speech which he has made in 
introducing the Budget.^

Now, Sir, as regards the Budget. The Budget h ^  got to be viewed froni 
two standpoints, from the point of view of the needs of the State and also from 
the point of view of the effect that taxation proposals will have on the people 
in the country. Judged from these standpoints, it is obvious that both the 
Honourable the Finance Member and the Honourable the Finance Secretary 
have discharged very creditably and ably the onerous duty of meeting the 
extra requirements of the State necessitated by the present abnormal condi­
tions while distributing the burden in a manner that the main burden of ex­
penditure falls on such shoulders as are best able to bear it. Sir, it has just 
been expressed by my Honourable friend Mr. Sapru that the present generation 
being responsible for the war it is just and &ir that the burden of ffiiancing it
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should fall only upon the present people and that it should not as far as possibles 
be carried on to posterity. I am totally opposed to this proposition. I am 
of opinion that the larger part of this burden should be borne by posterity, 
because I feel that the new order which is expected to be ushered in after the 
war, all the sacrifices that are now being made to defeat and destroy the forces 
of aggression, the benefit of all these would be enjoyed by generations to come. 
It is therefore just and proper that this burden should be borne mbre by future 
generations than by the present people who for several years in succession have 
had taxation imposed upon them year after year. I am one of those who on 
the occasion of the last Budget recommended that boiTo^ îng should be resorted 
to instead of taxation and I am glad that the Honourable the Finance Member 
has seen his way to resort to borrowing and that in respect of a large portion 
of the deficit.

Sir, just a word about what was said about the attitude of the Muslim 
Leagiu  ̂ in regard to the war. I am not going to labour this point. I would 
just take the opportunity to state our attitude in this respect. It was wrong, 
as some Honourable Members had suggested, that the Muslim League has bera 
trying to bargain to get its pound of flesh, taking advantage of the difficulties 
of Great Britain. It is sheer travesty of facts to state this. Even though the 
offer of the Muslim League to participate in the government of the country 
could not be implemented on account of the failure of the authorities to accede 
to the demands which the League made, the League has not done anything to  
obstnict the war. On the other hand, Sir, the League has allowed every 
latitude and liberty to its members to do their utmost in helping the war effort  ̂
and it is on account of this attitude of the League that the Musfims all over the 
country are doing their uttermost to help the war by making the highest pos­
sible contributions in men and money.

Sir, a word about the consequences that have resulted on account of the 
policy which has been followed up till now in the Defence Department. I 
hope that the attitude which His Excellency the Commander-in-Chief is going 
to bring to these matters will help to cause a new orientation of policy in this 
respect. But as things are the policy followed in the past and, until recently, 
has given rise to many grievances in the country. A large number of young men 
are offering their services everyday for active war service, but most of them are 
told that their services are not required because they do not have the requisite 
training for modem warfare. I ask, Sir, who is responsible for this lack o f 
training on the part of these young men ? Is it not the defence policy which 
has been followed in the country over all these years ? Even if nothing much 
had been done in the past to give such sort of training, the Government should 
have taken care immediately after it became evident that war waft inevitable 
to provide more facilities for training in the country. Sir, even this restricted 
recruitment to the army is limited orfy to very few parts of India. A number 
of provinces in the country have been almost practically ignored. Madras, 
Sir, which supplied such a fine set of people as recruits to the army------

T he  H onourablb Sib  GIRJA SHANKAR BAJPAI (Leader of the 
House) : I suggest that, as there is a Resolution on this very subject likely to 
be discussed in this House tomorrow, perhaps my Honourable friend would 
see his way to reserve his remarks on this particular point until tomorrow 
rather than develop his arguments today.

T he  H onoxtbablb the  PRESIDENT: v Quite so.
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The Honoueable Saiyed MOHAMED PADSHAH 8aiiib Bahadur : 
"Very good, Sir. I won't say anything about recruitment nô .̂ I will just 
say one word about the Services. It is a pity, Sir, that though as many as 
seven years have elapsed since the Government communique was issued by the 
Home Department allotting proportions to the various communities in India, 
it is a matter for extreme regret that the Mussalmans have failefl to secure 
their share in the Services. A number of explanations are given. Sir, to ex­
plain away the present imhappy state of things. Even though it might not be 
-quite possible to give their due share to the Mussalmans in respect of promo­
tions, which proposition too I do challenge but which I concede for tlie mo­
ment, even though it might not be possible to secure their due share to the 
Mussalmans in respect of promotions, it should be quite possible to give the 
necessary number of appointments to the Mussalmans when there is direct 
recruitment, but even in this respect, Sir, we find that the number of Mussal­
mans that are admitt'ed as direct recruits to several services in the country is not 
quite as large as it ought to be. My humble submission is that, if only the 
heads of departments who have got to make these recruitments take a little 
trouble and examine things for themselves, it should be quite possible for them 
to fiild suitable Mussalmans to fill all the vacancies that might be earmarked 
for them. What actually happens is this. That when a number of suitable 
Mussalmans are not forthcoming, the vacancies which are earmarked for them 
are given to non-Mussalmans. If this practice is continued, Sir, there is no 
chance of the Mussalmans getting their due share in the Services. There is 
yet another danger, this practice oflFers temptation to some people to some­
how manage that the requisite number of Muslims is not secured, so that 
some of their vacancies may go to non-Muslims. While I am on this aspect 
of the question, I will just cite an instance which wiD go to show how the 
authorities by taking a little trouble can set things right. Sir, last year I 
understand there were five vacancies in the posts of lower gazetted engineers 
in the Public Works Department and only two Mussalmans were recommended 
for them. But the Honourable Member in charge o f the Public Works port­
folio did not adopt the usual easy practice of filling up these three vacancies 
with non-Mussalmans. He waited and communicated with Provincial Govern­
ments. The result was that u suflftcient number of suitable Mussalmans were 
sent by those Governments to take up the posts. If he h^d followed the usual 
practice of giving away these three vacancies to non-Mussalmans, the Mussal­
mans would for 20 or 25 years have been deprived of these three posts in the 
Engineering Department. I wish. Sir, that this action is resorted to by other 
he£^ of departments and by everyone who has got to make appointments. 
When the Member of the Executive Council was at such pains to secure a requi­
site number of Muslims, surely to the heads of departments such a course 
should be quite possible. Even in matters of promotion, I am of opinion that 
there should be some way found out to ascertain whether anybody who by 
virtue of his seniority has got to get a senior post or promotion is or is not 
really fit for it. A number of instances have come to my knowledge, Sir, in 
which people have been admitted to be doing very good work ; there has been 
no fault found in the way in which they have been discharging their duties, and 
as a matter of fact their work has been pronounced to be good, but promotions 
have been withheld from them on the ground that the work has not been so 
exceptionally good as to entitle them to promotion. I fail to understand 
the distinction between work being good and not being quite so good as to en­
title a man to promotion. It all depends upon the person who judges of the 
subordinate’s work. My own impression is that, when a man has served for 
a certain number of years which would entitle him in the ordinary course to 
-cross the efficiency bar, he musC be enabled to do so unless there is something
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really bad against him ; unless he has been found to be wanting in efficiency 
and not in a position to discharge the duties in the higher sphere to which he 
might be promoted. Unless, Sir, this kind of practice is adopted, it will not be 
possible for decades to find Mnssalmans in the higher grades in the country.
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The Council then adjourned till Eleven of the Clook on Thursday, the 6th 
March, 1941.




