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GOVERNMENT OF INDIA.
LEGISLATIVE DEPARTMENT.

PROCEEDINGS OF THE COUNCIL OF THE GOVERNOR GENERAL OF INDIA
ASSEMBJ.ED FOR THE PURPOSE OF MAKING LAWS AND REGU-
LATIONS UNDER THE PROVISIONS OF THE INDIAN COUNCILs
ACTS, 1861 to 19J)9 (21 & 256 Vict., o. 67, 65 & 86 Viot., 0. 14,

AND 9 Edw. VIL c. $).

The Council met at the Council -Chamber, Imperial Secretariat, Delhi, on
Mon lay, the 17th Maroh, 1913.

PRESENT:

The Hon'ble 818 HARCOURT BUTLER, K OS 11, O.LB, presiding,
and 59 Membe:s, of wnom 53 were Additional Members.

OATH OF OFFICE.

The Hon’ble Mr. M. W. Fenton, cs.1., made the prescribed oath or
affirmation of allegiance to the Crown.

QUESTIONS AND ANSWERS.

The Hon'ble Sir Charles Armstrong asked :—

“ Will the Government bo pleasel to state whether lately it has been the
practice to maintain treasury halances in London beyond the actual requiie-
ments of the Secretary of State for the purpose of a working balance ?

If 0, does the adoption of the p-actice indicate a change of policy and, if
so, will the Government be pleased to state the reasons which have called for
such change of policy ? ”’

The Hon'ble Mr. Gillan replicd :—

‘“The balance held by the Secretary of 8tate has recently been in excess
of his immediate requirements. This circumstance has resulte:l irom the fact
that the balances in the aggregate have been unusually high, and indicates no
change of policy.”
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[ 8ri Rama Raya of Panagallu; Sir Robert [17tE March, 1913.]
Carlyle ; Mr. Gillan.)

The Hon'ble Sri Rama Raya of Panagallu asked :—

“Is it a fact that Proprietary Village Servico Cess was for a short time
recently coilected from certain proprietors of landed estates in the Madras Presi-
dency, that from time to time complaints regarding the collection of the said Cess
were being pointed out, and that in the Jast Budget Government was pleased to
make provision for the abolition of the levy of that Cess? If so, will the

1 Government be pleased to state whether thcy propose to consider the desir-
' ability of taking steps to refund to the parties the amount of Cess already
{ collected from them ? ”’

i The Hon'ble Sir Robert Carlyle replied :—
“The cess is leviable under Madras Act IT of 1894, and has been gradually
; imposed on landed estates at various times from 1899 onwards. Representa-
} tions regarding the'cess were received from time to time, but its ultimate abo-
lition was undertaken not as an acknowledgment of anything inequitable in
¢ the collection of the cess, but as part of the general policy of Government in
1.conncction with cesses on land.  In the circumstances the Government see no
reason to give retrospective effect to the abolition of the cess.”

__ The Hon'’ble Sri Rama Raya of Panagallu asked :—
.t ; *“Is Grain Compensation { Allowance granted to petty olerks and menials -
in:Government service in the different provinces ?

% If so, will the Governman% be pleased to state the present prevailing rates
at'which the allowance is granted to thom in the different provinces ? *’

 The Hon'ble Mr. Gillan replied :—
. % (1) Under Article 72, Civil Account Code, Local Governments are em-
-pawered by special order to grant in any district compensation allowances to
all whole-time servgunts of Government in civil establishnients whose paly does
) not exceed Rs. 30 per mensem, when the price of the common staple food
grain of that district is dearer than Re. 1 for 12 seers. '
© (2) There are two rates of compensation which may be granted :—
(a) When grain is dearer than 12 seers for Re. 1.
(%) Ditto © 10 ditto.

allowance of Rs. 2 in the former case and Rs. 3 in the latter. Those on Rs. 16

{ or less can similarly receive allowances of Re. 1 and Rs. 1-8, respectively. When

! pay is less than Rs. b allowances may be given sufficient to bring it up to Rs. 8

E- and Rs. 6-8, respectively. . '

! The grant of the allowance, once these conditions are fulfilled, is at the
. full disoretion of the Loval Government concerned.”

| The Hon'ble Sri. Rama ila.ya. of Panagallu asked :—

“ Will the Government be {)Ioasell to state whether they propose to consider
the advisability of openingin all agricultural institutes classes wherein actual
agricultural labourers are taught practical agriculture and are paid for their

labour? ” A

The Hon'ble Sir Robert Carlyle replied :—

Government servants on pay exceeding Rs. 16 can then be given an

R ]

R

“ The system to which the Hon'ble Member refers is in' force in several °

provinces. 'The Government of India have no information as to the degree of:.
success attained by it, but will takesteps to ascertain this and will communicate,
the result to all Local Governments.”
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[17tE Marca, 1913.] [ Raja Abu Jafar; Sir Reginald Craddock;
Raja Kushalpal Singh; Sir Robert Carlyle.]

The Hon'ble Raja Abu Jafar askel:—

“VWill the Government be p'eased to state whether they propose to
order an inquiry into the number of Mussalman roligious endowments in every
district of India, of an annual inc>me of Rs. 5,000 or upwards, with a state-
ment of the names of the donors, the names of the present trustees and the
objects and the annual income of every endowment ?

The Hon’'ble Sir Reginald Craddock replied :—

* The Government of India regrot that they do not consider that the pur-
pose 1o be servel by the suggested inquiry would justify the Jahour involved in
thoe compilation of the information asked for.”

The Hon'ble Raja Kushalpal Singh asked :—

“(a) Have diffarent Governments and Administrations in India made rules
with rerard to the exemption of improvements from enhance-
ment of revenue during the current settloment or after the
revision of the settlement P

(6) If so, will the Government be pleasel to lay on the table a state-
ment containing such rules? "

The Hon'ble Sir Robert Carlyle replied : —

‘“ A collection of the rules in question made by various Local Governments
will be reprinted and laid on the table at a subsequent meoting of this
Couneil.”

The Hon'ble Raja Kushalpal Singh asked :—

“ Is a project for proviling permanent head works for the Upper Ganges
Canal under the consideration of Government ?
If 80, when may their decision on the subject be expected ? "'

The Hon'ble Sir Robert Carlyle replied :—

“ The project for providing permaunent head works for the U‘F r Gangos
Canal was sanctionel by the Secretary of State in April, 1912, e work is/
now in progress.”

The Hon’ble Raja Kushalpal Singh asked :—

“ Will the Government be pleasel to state whether they propose to
consider the desirability of exempting the profits of Co-operative Bocietios
from local taxation in the same way as they have been exemptel from imperial
taxation?

The Hon'ble Sir Robert Carlyle replied :—

“ The answer is in the negative. There is no information before the
Government of India to show that it is advisable to onforce any such exemp-
tions on local bod.es.

The Hon'ble Raja Kushalpal Singh asked :—

‘“ With reference to the following observations made by the Hon’ble
Member for Education last year—

“In the majority of provinces considerable provision has alrzady been
made for giving free elementary instructions to those boys whose
parents are likely to be in any way inconvenienced by the pay-
ment of fees. The Local Governments have been requested
carefully to consider those provisions and extend them where
necessary by reasonable concessions to cultivators and others of
small income.” '
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Raja Kushalpal Singh; Mr. Sharp; Maharaja [17rE Marcn, 1013.]
anajit Sinha; Sir Reginald Craddock; Sir 1. R.
Wynne.)

“Will the Government be pleased to stwte the nature and extent of the
concessions, if any, made to cultivators in different provinces of India ? *

The Hon’ble Mr. Sharp replied :—

“The ru'es rezarding total or partial remission of fees in the case
of children of cu'tivators and of the poor will be found in the educa-
tional codes of the various provinces. The Hon'ble Member's atten-
tion is especially invited to rule 84 of the Malras Educational Rules,
rules 5 and 6 of Chapter IT of the Bombiy Cole for vernacular mnasters
and mistresses, ru'e 10 on page 122 of the Rules and Orders, Education
Department, Bengal, rules 101-106 of the E lucational Code of the United
Provinces of Agra [aurl Oulh, rules 203-206 of the Education Cole, Punjab,
ru'e 105 of the Education Cor_le. Burma, rules 104, 105 and 109 of the Educa-
tion I\Iauual of the Central Provinces, and rule 23 of the Assam School Manual.
The ru'es alludel fo in the codes of the Unite | Provinces and Burma refer to
secondary. or Eng'ish schools. = But in the former province the fixing of fees is
left to the District Boards (vide rule 50 of Chapter VI of the District Board
Manual). Information rea-arimg Burma is to be found on page 244 of the pub-
lishe'l papers ref’artlm;ifhe question of the abolition of feesin Primary Schools,
to which the Hon'ble Member is also referred for information. He is a'so
réferied to tho statements ma’e in the speech of the Hon'ble Sir Harcourt
Butler of the 19th: March, 1912, on the Bill to make better provision for the
extension of elemeht&ry educition. As then stated, the Government of India
have,in a communication to Local Governments in connection with the 50 lakhs
recurring grant, expressed thimselves in favour of the principle of extension of
free elo nentary elusation for all thosd who cannot afford to pay fees. 'The
provincial reparts for the financial year now drawing to a close will doubtless
conta.m information regarding the measures taken.”

'I'he Hon'ble Ma.ha.ra.ja. Ranajit Sinha of Nashipur asked : —

© “Is the Govemment aware of the existence of a Prisoner's Aid Bocicty
in Qaloutta ? If 83,/ will the Government be p'oasal to say whether they propose
to encourage the objegts of the said’ socicty by giving it some jobs in the
my of book-bmdlhg, eto *

'l‘he Hon'ble Szr Ragma.ld Ora.ddo ek replied :—

“ The Gov ernment. of Indu:. are aware of the Soc’ety in question, but the

matter of assisting it by work is ‘rather for the Local Government to consider, |

and it is sugqested that the question may more appropriately be put in the
Pronncml Council.”

The Hon'ble Ma.ha.ra.]a. Ra.na.] it Sinha of Na.athur asked :—

. :*“Is the Govemment aware: of the present condition of vehicles which are
used for traffic in the Ranaghat- Moors idabal Branch of Eastorn Bengal State
Railway? Isit a fact that even first class co. npactments leak during rains ?
If so, will the Government bo pleased to stato what stzps it proposus to “take to
lmprm e their condition P

The Hon'ble Sir T. R. Wynne replied :—

—

¢ Government has not received special complaints as to the condition of I

the fivst class compartments of the carriages usel on the Ranaghat-Moorshida-
bad Branch of the Eastorn Bengal State Rallway ”

The attention of the Azent of the line will be specially drawn to the ques-

tion asked by the Hon'ble Member.”
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REIOLUTION REGARDING LOSS OF OPIUM REVENUE.

The Hon’ble Sir Gangadhar Chitnavis said:-—8ir, I beg to
move —

‘That this Couneil recommend: to the Governor Gen-ral in Council the desiribility, in
view of the loss of opium revenue, of conzidering finnzial measures for strengthening the
resources of the Government, with specid re’erenze to the pos:ib’lity of inerwa<ing the
revenue under o system of preferenticl tiriffs with the United Kingd ym and the Colunivs. ?

“8uch a motion in a year of abounding prosperity requires a word of
explanation. The Revised Estimate shows an improvement in our revenue
of over six million pounds sterling (€£6,191,000) to which the op'um revenue
and the railway receipts have principally contributed. A suyperficinl examina-
tion of the Financinl Statement discloses no need to discuss possible additions
to the resources of Government. I may be asked. what urges me to these
casswndra-like prophecies of the approaching demise of a revenue which has just
shown such unexpected s'gns of vitality. I reply, 8'r, that though our opium
revenue his diel hard, it is none the less deaxd. The position therefore is
this The opium policy of Great Dritain has driven a huge breach in our
finances. In the ensuing year, we have managed to maintain equilibrium
between income and expenditure; but we cannot expect to ma’ntain it
for long. Not cven our largest syurces of rovenue—land revenue and
excise—ocould be expanded suffic’ently to make up & deficit of b4 croies,
which may be taken as our normal opium revenue in the days Lefore the
commence.nent of the polioy of suppression. These sources too are utterly
unstable. They depend on the sersons and the rainfall fo such an exient
that the Hon'ble Finance Moember will allow me to remind him, he has himself
describel the Indian budget as a gamble in rain. Wo cannot forego
this rovenue a'together. Indiais a country not yet fully developed, and we
require all our resources for our growing needs, if for no othor purpose. Thereis
only one course open, namely, fresh taxation. Taxation has its limits. and a wise
Government will only im fresh taxes with great caution and in a manner
as little burdensome to the peop’e as pcssible. Noune the less fresh taxation
will soon be inevitable, and in my view it is advisable to face the fact and con-
sider the remedy at once. The task of filling up the void in our 1esources left
by the Joss of opium revenue is one which will heavily tax tho skill of some
future Finance Member, if he is to avoid laying too great a burden on the
Eeol)le. Sir, I am anxious that a sound princip'e of additional taxation should

e seft!ed in advance, and that in the process it is the Fioance Member who
should be heavily taxod. That is my justification for moving this Resolution.

“The Hon'hle Finance Member has said ‘should financial trouble come on
her India is prepared to meet it—L'India fara da se.’ B8ir, India cordially
responds to this adaptation of Cavour’s spirited retort on o memorable occasion
in Italian history. India is sclf-reliant, as she has always been, but she must
also be free to utilise her resources solely for the promotioun of her own interests.
Give her fiscal autonomy, and she can brave any danger. Give her that, 8ir,
and she will cheerfully forego her just c'aim on the Home Government for the
heavy loss entailed on us by their opium policy. But of this question of
compensation on another occasion. The issue I now ask Hon'’b'e Members to
co.sider is, what shou'd ke the form of additional taxation, shou'd such taxation
become necessary? On this point T hold strong opinions. I will not have any
additional tax except on the manufactwied goods imported into India, and that
too either as a protective duty or as an impost under a sysiem of preferential
tariffs.

“ 8ir, I have said more than once that protection is a necessity to us. Wo
have infant industries to protect. Granied even that, as free tradersassert, we
lose wealth thereby, yet wealth is not tho only thing that nations desire.
France and Germany Em-e to be ‘protected’, so as to becoma self-sufficient,
lest they become economically dependent on a possible foe. #e want protec-
tion because we have to finl employment for our people and to foster our
growing industries. 'We shall, possibly, incur loss for the time being thoreby,
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but we shall gain those benefits in exchange. The true question is not whetkLer
fiec trade or protection is the most profitable policy, but whether the
benefit that we expect to get from protection is worth the price that we shall
pay for it. I contend it is. But our hands are tied. Britain, which
maintains free trade because, and only because, shecan afford free trade because
of her geographical position, will not allow us to adopt a profective fariff.
Even a b per cent. ad valorem duty on our imports of cotton goods, impored purely
for revenue purposes, was resented in Lancashire; we know with what resulfs.
Yet this 6 per cent. duty alone would yield us 2 crores of rupees, and would by
itse’f go far to p'ace Government once forall above want. Not ouly that ; we
canuot even retaliale upon foreign nations. 'We have to bear the 100 per cent.
tax on our tea exports in Austria and France and the 246 per cent. tax on
the same commodity in Russia. Our coffee and our tobaceo are equally heavily
taxed. In a word, we are not only not allowed by England to protect owiselves
against Jier,—-whigh is intelligible perhaps,—but we are not allowed by Eng'and
to protect ourse'ves against foreign countries. And that, Bir, I maiotaln is
neither intelligible nor fair. Therefore it is that we want fiscal autonomy, as I
havesaid. Butwemay as we'l recognice frankly the facts that we shall not get it
. for the mere asking, and that the grant of it will be perhaps for years outside
the sphero of practical polities. In the absence of complete freedom of action
in the seitlement of our tariff, a protective tariff is equally unattainable.
An a'ternative scheme is, however, availab’e, which might be more acceptab'e

to England, namely, a system of preferential tariffs as provided in the
' Resolution. ;

.. “Bir, the British Empire,is indebted to Mr. Chamberain for this new gospel
of inter-Empire preferential tariffs. The idea may not be absolute'y original,
in view of the fact. that the German Zollverein, or cusfoms union among the
different units of the German: Empire, ywas formed so far back as 1834, but for
the British Empire it is entirely new. Since 1902, when the Colonial Prime
Ministers at their Conference’in Eng'and adopted a Resolution in favour of
Preferéntial Tariffs, Eoglish ‘economic opinion has undergone a great change,
and, notwithstanding the recent temporary ret-back in the movereat due to the
exigencies of pa.rtly po'itics, tariff reformers are a power in England. The idea
has caught on. 1t 1s bound to deve'op in Eng'aud, flanked as it is by a protec-
tionist Europe on one side and a protectionist United States on the other. India
has!so far not been .admitted; so to: speak, to the confederacy, but in any .
rational scheme of preference she cannot be ignored. It behoves us now to -
olaim our legitimate place. In this :matter at least, I hope, ours will not be
a cry in the wilderpess." oo N

“ Bir, the Government have gone fully into this question of preferential
tariffs in their relation to India before this. In their published despatch to the |
Secretary of Btate of 22nd October, 1903, they subjected it to careful analysis, |
and in their considered .opinion, I must admit, India could not ‘expect very
material advantages in the Imperial market by any measure which appear to be
within the range of discussion.’: The foundation of this conclusion was the
absence of proper data, as will appear from the following observation in para-
graph 15 of the despatch. . The despatch says : — . '

" *We cannot frel gonfident’ that tl:e conditions and requirementsvof foreign industries
have yet beer uscertained with the precision and fulness pecessary to make them a sufficientl
broad and stable bas’s on which to rest a fiscal policy of very problematic value to India, whilst
the consequences of failure might result in irreparalle disaster.”

“ At the same time Bir Edward Law, after an elaborate examination of :
the conditions of our sea-borne trade, in his minute, held : !
‘I feel sufficiently confident that with the great majority of the countries with which we
trade, and as regards.the very great bulk of our exports of raw materisl, we are not only in a
safe position, but we could even afford, in certain instances, ourselves to assume the aggressive
by going so far as to impose duties on the exportation of produce they require for their
industries.” .

And further,

‘In my Dfiniun it might be difficult to show that a preferential trade would prove directly
prejudicial to Indian interests.’ ,

et o e o
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« In my humb'e opinion, an analysis of the subsequent history of our sea-
borne frade will only coafirm this last conclusion. T'heJast ten 3'ears']1m-e brought
into greater relicf the circumstances noted by Sir Edward Law. “Ths posi-
tion of Iadia is, wmore to-day thaa ever befoie, ¢ one of considerab'e defensive
strength.’ On this point, I will not weary the Couucil with many figures.
In 1910-11 for which we have complete sfatirties our imports weie valued
at 129} crores, of which 40 crores came from forcign countries. In 1906-7
the foreign imports amounted only to under 28 croies; so that in five
years there was an increase of 43 per cent.  Our exports in 1010-11 were
nearly 206 crores, of which over 118 cioies we.t to forcign countiies. At
fiist sight these figures would scem to show that our position in waging a tariff
war with foieign countrics would be weak. We could anly tax 40 croves of their
goods, while they could retaliate on 118 crotes of ours. But our exports are of a
totally differcut kind to theirs. Much the gicater part of our expoits consist
of raw materials of all kiads which the foreigner requires for his mauu-
facturing industries and dare not tax too heavily lest he shiould damage
those iudustries. Not only so, but as 1egards some of our expoits, jute ior
instance, India is practically a mouo]polist ; and the foreigner if ho wants these
goods must buy from us. As regards the rest, the cheapness of Indian produce
gives us an advautage in any market and makes it difficult for any other
couatry that produces the same materials to compete with us. Coisequeatly,
it is ouly a minor |iart of our exports that are taxable in any tariff. On fthe
other hand, the bulk of foreiga imports consist of manufactured goods, which
we could fax without Joss to ourselves, and in come cases, when we produce the
same goods, with actual beiefit to our industries. The chances of reta'ia-
tion oa the part of foreign countries are remote, for it would hurt them more
than it would us. I submit that Goverament has been somewhat unnecessarily
nervous in this matter. A more detailed examination of statistics will but
strengthen my argument.

“Let us briefly investizate our position in relation to some of the
chief foreign countries coacerued. China must be left out of account. Customs
duties have been settled by treaty with that country till at least 1922. But
take Austria-Hungavy. Allour exports,—econsisting of raw ootton, rice, raw
hidesand skins, raw jute and seeds,—except rice, are duty free, because they are
required for local industrics ; wheieas our imports consist of manufactures, the
most important being sugar, glassware, apparel, cotton goods and hardware. Ex-
cept wheat, in which theie is competition, our exports to Belgium are ‘ untaxable’.
Raw cotton, rice, raw jute, myrobalams, hemp are exports which Belgium
will find it difficult to do without. But without much inconvenience to
heiself India could tax heavily Belgian cotton goods and glassware, and even
Belgian steel and iron. Preference shown to the United Kingdom and the Colo-
nies in this matter of steel and iron will benefit them cousiderably, and might
u'timately create a diversion of the trade in their favour. France Jevies an
import duty of 97 per cent. upon Indian coffec and a duty of 46 per cen
‘upon Indian wheat. This last duty cannot be enhanced without fatal effects
upon the semolina industry of Marseilles for which Indian wheat is alone suited.
'.I‘Ea heavy duty upon coffee has not prevented so far the normal growth of our
export trade in that commodity. In 1002-03 the value of coffee exported to
France was something over £200,000, and on the average of the last seven years it
is £301,000. Seeds, raw jute and raw cotton, which account, on the average, for
£5,852,000 of the Indian exports to that country, are from their nature untax-
able. Besides, oilseeds are wantod for the oil industry of Marseilles French
retaliation is not therefore a serious factor in the question of preferential tariffs,
The most important Indian export to Iolland is rice (an average of £1,021,000
a year), but it has all the advantages of a raw material. On the European
Coutinent rice is not wante:l for edible purposes (except in the Balkan Pe.in-
sula), and is importel for breweries. Germany, apart from great Britain, is
India's chief customer, and the same advantages mentioned in the case of the other
countries assureto Indian exports a ready market there. S0 mavy German
industries depend upon the Indian supply of raw material that a violently
aggressive attitude towards India on her part is practically impossible. Germany
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is anxious for the development of her industries, and the anxiety is reflected in
her taniff.  Any serious disturbance of that taviff is unthinkab'e. Our imports
from Italy are not of serious importance, but heavy import duties on Italian
marble, cotton goods and silk goods could be impose{{ without fear of our
expulsion by retalistion from the Italian market; for our exports consist of
raw cotton, raw hides, raw jute and seeds. Animport duty of 7 per cent. is now
imposed upo. the raw cotton without much injurious cffect, the averaze of the
last seve.1 years heing £1,986,000. A heavier duty will only cuitail her own
supply of raw material. The United States of America purchase oa the average
£2,243,000 of our raw hides and gkins, £1,336,000 of raw jute, £3,559,000 of
juto goods, £233,000 of tanned hides and skins, £247,000 of sceds and £809,000
of lac. 'There is a 20 per cent. duty upon tanned skins. The heavy tasation of
jute goods and tauneil hides conld be effectively checked by the imposition of a
heav { export duty upon raw jute and hides and the consequential stoppage of the
su%p y. Japan imports from India duty free, raw coiton (£6,191,000), rice
(£730,000), jute goods (£114,000), tanned hides (£53,000) and manures
(£56,000). 8he would suffer from the imposition of heavy customs duties upon
these, as the raw maferials, except rice, are wanied for her industiies ; whilst we
could tax her silk goods, cotton goods, matches and apparel with great advantage.

“These facts, Sir, show forcibly that India has nothing fo fear from
retaliation if she should put a protective or heavy tariff on foreign imports; she
is strong enough to wage a tariff war with well nigh anybody. But it may be
asked, * Even if this be true, what has India to gain by a scheme of Imperial pre-
ference P Her exports to the United Kingdom, for instance, are much smaller
than her imports thence ; she will have to give a preference in a great many
things, and 1eceive a preference in a very few.” 8ir, I admit the premises, but
I deny the conclusion. It is truo that we ask for very little—favourable terms
for our cotton goods, oursugar, cur tea, tobacco and coffee ; and it is true that
we oan give a great deal. But I maintain th-t this is not a question to
be treated in the spirit of a petty huckster lamenting over a one-si led bargain.
There are likewise other advantages to be reaped from Imperial Piefeience, of
which I need but mention one as an instance, the solidaiity of the Empire. And
I also maintain that our position is nof & weak one. If we ask but a little and
are able to give imuch in return, it should make it incumbe.at upon the other
parties in the bargain to accord us better treatment. A customs union with
the Colonies would . gradually recure for us the:e a better and more dign fied
position than we now have. Besides, what may seom little to other people may -
mean to us a great deal. -'

* As for the results, I can foresee none to make us pause. There will be no
inconvenience to the poorer consuining classes. The conveniences of life which
we so largely import will be as easi'y accessible to all as now ; more of them will
come from the United Kingdom and the Colonies, and that is all. These coun- :
tries will have in that case to see toand wish for our greater prosperity in return.
There will be no danger of a diminution in India’'s favourable balance of trade,
so vital to a debtor country ; for her total volume of exports will not be affected
to any extent, and a mere diversion of them from foreign countries to the
Empire cannot damage Indian interests. But for complete success we want
fiscal autonomy in this scheme also. ;

«“1t is superfluous to ad1, Sir, that a scheme of preferential taviffs with the
United Kingdom and the Colonies presupposes the introduction in India of a
tariff on the imports of these countries coupled with a heavier taviff on the

s of foreign countries, which latter tariff may or may not be protective
in charncter. The basic idea is of course protection, but tbe system (iffers
from a pure protective tariff in that the units of the Empire act in concert
to obtain proteotion against the rest of the world. Individual national
existence is subordinated to corporate existence, and will lead in time to a
great federated Empire. India should move in the matter of trade with. .
:!.m other units of the Empire and should be linked up in that great federa-

ion,
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¢ 8ir, it is possible to detect flaws in any general scheme of preference
Such a scheme is so complicated, so vast that nothing is easier. DBut let us
not lose sight of the wood for the tices. Morcover, ¢ necods must when
deficits drive, ’ and the financial nceds of Government force it on our serious
consideration. Additional taxation, in all human probability, is inevitalle.
Here is a direction in which monoy can be raiselin suflicient quantity, and
a method which will not only be productive of revenue but stimulating to
industry. Government cannot sit quietly in view of the danger to their
resources. A poliey of laisser-fuire is ineffeclive; action, detormineld action,
is necessary. My position is this. The best way out of our difficulty is the
adoption of a protective tariff, and failing that, of a system of prefe:ential tariffs
with the rest of the Empire. If sufficicnt fiscal ficedom for these purposes
is refucel us, I claim the liberty at all eveats to put on such duties on foreign
imports as will give us the revenue we need sow, which at a later date can
be worked into a scheme of preferential tariffs if the chance avises. One
or other of these courses we must follow if we ave to remain financ’ally solvent
And I advocate 1he second, as both practicab'e, benefic'al and expedieat. Sir,
with these remarks I commend the Resolution to Hon'ble Moembers for
acceptance.”

The Hon’ble Sri Rama Raya of Panazyallu:—“Bir, the
Hon'ble mover has explained his scheme of compensation for the loss of opium
revenue. He has quoted facts and fizures, and has dealt with the subject in
his usual thorough manner. But heyond focussing public opinion on the com-
plicated question of preferential tariffs, the Resolution I am afraid may not serve
any practical purpcse. Even in England the proposed Tariff Refoim is yet a
long way off. In this country it cannot be said to be within the range of prac-
tical politics. India alone cannot launch upon a system of preflerential tariff
independently of the other units of the Empire. Such a system presulipnscs
conjoint action on the part of all. the United Kinglom, the Colonies and India.
But public opinion in the United Kingdom and the Colonies d.es not appear to
be yetripe for the adoption of such a radical change in the curent econoniic
theories It is too much to expect that India acting by herself can bring about
a material change in public thought throughout the Empire. Besides, in this
country the subject has not even receivel that much attention which its import-
ance deserves. It is thus toa early to think of adopting preferential tariffs for
making up the loss of our opium revenue.

“ 8ir, in a despatch of this Government to the Secretary of State to which
my friend the Hon’ble mover has veferred, Government came ‘o the conclusion
that ¢ the balance of advantage is distinctly adverse’ to India, and one of
the reasons advanced was that, ¢ wo might he forced to shape our policy n
in accordance with our own needs. but nccording to the interests and demands
of other constituents of the Empire’  Since 1903, the position has not under-
gone any serious change for the better, in sp'te of the improvement in the
figures of our sea-borne trade. No doubt the Hon'ble mover has shown by
de'ai'ed examination of statistics that the defensive stiength of Indin bas
increused in the interval, but beyond this increase in our defensive strength
nothing impoitant has happcnerl}. The Government of India as a body, and
the then Finance Minister, Sir Elward Law, individually examined the whole
question with considerable care. I endorse the Ion’ble mover's view that
upon the materials befors us ‘ the danger to Tndia of reprisals by fo:eign
nations, even if eventually were unsuccessful,’ has been exaggerated. I am
also prepared to agice with ﬁim as 1egards the moral advantages of an Imper-
ial Zollverein. But I do not think a satisfactory answer could be found
to the other arguments of the Government of India Theie is the scrious
aspect of the question to which reference was made in the official despatch :
‘If the United Kingdom shou'd eventually reso've to alopt a policy of pre-
ferential tariffs, or of retaliation, it is conceivable that the device of attacking
her through her chief depeadency might receive further development at the
hands of foreign countries’ This danger is as present to-day as.cver before.
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The Hon'ble mover has himself stated that exorbitant duties are imposed now
upon some of our exports toforeign countries, and that we are denied the power
to retaliaie npon the countries concerned. Would the position be improved for
us, once India is linked up more closely with the Empire under a system of
inter-Imperial Preferential Tariffs? 1 have my doubts. Wo shall be less free
to do anything independently, and if the retaliation of the forcign countries upon
India does not seriously nffect the prospect of trade of the other units of the
British Empire, by reason of their superior manufacturing and industrial
development, I entertain little hope of getting the co-operation of these
members of the confederacy, in our attempts to set matteis 1ight. In 1900,
France proposed to subject our exports to the gencral Tariff which meant
a higher scale of:duties merely because she expected a diplomatic advantage
from the course in the impending conflict with DBrazil. It was with the
greatest difficulty and after long delay that the inost favoured nation
treatment’ was'secured to us. The Government of India’s comment on the
incident olearly points to our real trouble. They say, ‘It seems probable that
- greater fiecdom of policy on our part would be attended with bereficial resnlts.
The negotiations with Frauce to which wo have referred would not improbably
have been less protracted and the terms of the Convention might have been
more advantageous to Iudia, had the other high contracting pamty been cogni-
zant that we were not deterred by considerations of general policy fromn revising
the duties on French wines and spirits, silk goods, and haberdashery.’ This
freedom of fiscal policy or fiscal autonomy appears to my mind our gieat need,
_and all our energies should be concentrated upon this reform. Public attention
should be directed to this question more pointedly, and as a pofent facior in
rousing the increased public -interest, I welcome the Resolution before the
Council. If it serves to create a strong public opinion on this subject as a
"discussion of preferential tariffs is sure to, in the end, the Hon’ble mover will
deserve the thanks of the people of India. In this view of the matter, Sir, I
-accord my support to the Resolution.”

The Hon'ble Raja Kushalpal Singh:— *“8ir, I have great
leasure in cordially seconding the Resolution moved by my Hon'ble Colleague
Bir G. M. Chitnavis. I would venture to express my strong advocacy of his views
- regarding the adoption of a rr,]icy of.moderate and carefully consideied import
duties by way of countervailing the impending loss of opium revenue, and of
obviating the crushing out of industrial enterprise in India through an all-too-
free foreign competition. The adoption of the reasonable policy advocated
would result in a two-fold gain. The United States of America and Imperial
Germany have alike owed it to their policy of protection, strictly enforced,
that they now hold a very prominent place in the scale of nations, in respect
of wealth, productive power, and expo?t activity. The Buritish colonies also
have found their best interestsserved by a system of protective taviffs. These
are not, like Indian import duties, imposed for revenue purposes. Every reader
of English history knows that British industrial supremacy was built up and
established under a strict form of protection. The policy -of free trade mu,
work well in an industrially advanced country like England; but the policy
of protection is indispensable for an industrially backward country like India.
The development of indigenous industries should be a matter of very gieat
concern to the Government of India. The appeal for protection "is, theiefore,
a valid one. India voices a vehement and universal demand for much-needed
protection. Failing this remedy, some sort of preferential tariff would be a
satisfactory alternative. The Government of India might well foster Inter-
national and Inter-Colonial trade by the exchange of reasonable concessions and
referential treatment with the Colonies and Great Britain. The Buitish
%mpire covers a buge area of 12,000,000 square miles, characterised by
enormous but, in great part, undeveloped wealth, both mineral and industrial.
It has a climate o?e\'ery_ gradation, from cold to tropical, ‘capablé of yielding
every variety of produce. 1t holdsa population of mearly 400,000,000. "If a
well-devised Imperial scheme of preference ‘were ‘judiciously applied, the
British Empire would become 'quite” independent of foreign trade, and would
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be immensely beuefited. As matters stand, howover, India isa land of raw
proluce,—unworked but not unworkable,—-and a dumping ground for the
manufactures of all othor nations.  It, therefove, fairly behoves tho Government
of India to help forward the development of the vast industrial resources of
this great dependency.

“‘The imposition of import duties for the sake of revenur is sanctioned by
precedent. The indirect gain arvising trom such impost would be the much-to-
be-desired revival of Indian industries.”

The Hon'ble Rai Sri Ram Bahadur:—" Mr. President, 1 sup-
port the Resolution moved by my Hon'ble friend 8ir Gaungadhar Chitnavis.
The advantages which arve suro to accrue to India by the adoption of a system
of preferential tariff have heen Iucitll{ explained by tfw mover of the Resolu-
tion and by the speakers who have followed him. In view of the loss of opium
revenue, the financial equilibrium of the country is certain to be disturbed. Of
late receipts from railways have swelled to such an extent, that the Government
has been 1n a position to give large assignments to Provincinl Governments
for their local expenditure and for other purposes; hut stability in this source
of revenuce cannot always be reckoned upon. The time has come for the
Government to consider financial measures caleulated to strengthen its resources.
8pecial attention ought to be given to the consideration ot the question of a
system of preferential tariff between India on the onc side and the United
Kingdom and the British Colonies on the other.

« With these few remarks, I support the Resolution.”

The Hon’ble Sir Charles Armstrong :—*“I thiuk, Sir, it is a very
§rmt pity that the Hon'ble mover of this Resolution did not give us some
gures and percentages of our trade. He tells us that if we would puta
duty on to imports from foreign countries, we should probably be ablo to make
up a loss of revenue which, I think, he mentioned at about 5 millions. The
Resolution itself is a preferential Resolution, but some of the speeches have more
or less tuuched on the question of fiscal autonomy, and if we take the figures
we find that last year our imports from Great Britain were about 62} per ocent.
of the whole of our imports. If we take Great Britain and the Colonies
together, I think the fizure would come to something like 70 to 75 per cent.
of the whole trade. That leaves a matter of 25 to 80 per cent. to be taxed.
The Hon’ble mover has told ws we may very well tax our imports from
France, Belgium, and—I think the first country he mentioned was—Austria
Hungary. The percentage of our import trade with Austria Hungary is19
per cent, with Belgium it is 1'7 per cent, with Franceit 1s 16 per
cent. I thiuk he also mentioned Italy, and that is ‘D per cent. I notice
he said nothing about Java. Our import trade with Java comes to 68
per cent.,, and is made up almost entirety of sugar, which the people of this
country, require, and of course if we were to put a heavy tax on that,
the people of this country would have to pay it. The next country which
follows Java is Germany, with 6'5 per cent. Of course there are certain
things which come from Germany which, possibly, we might make in this
country but so far as increasing our trade with Great Britain is con-
cerned, I don’t think it would bring that about at all, because, at any rate
as far as manufactured goods are concerned, those that are made in Germany
are a class of goods which the British manufacturer will not make hecausc
there is not sufficient money in the business. The people of Lancashire, for
instance, so far as piecegoods are councerned, can employ their Jabourers to
very much greater advantage on more expensive goods, aud they will not make
those cheap goods which now come from lfj.:lermn.n]r.

“As regards the export trade, I think the Hon'ble mover seemed to
miss the point altogether. There is no doubt whatever that the whole of* our
finaneial system depends upon our favourable balance of trade, and I shall
certainly be very much against anything in the way of taxing our exports
on that account.”
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The Hon’ble Mr. Madhu Sudan Das:—“Sir, as I read the
Resolution, the Hon'ble mover did not actually speeify what measures should be
adopted in o:der to improve the financial pesition of India; nor did he confine his
remarks aetually on'y to the financial situation. IIe went further than that. He
pointed-out that financial gain js not the only consideration. He pointed out
that for the growth and development of indigenous industries in this country
some sort of proteetion is necessary.  ‘Lhero has been wichin the last few years
a considerable awakening throughout the length and breadth of India in the
matter of industvial improvement. We are thankful that Government has
not ignorel its shaie of responsibility in this dircction. Too much stress
caunot be lalid upon the impoitance of industrinl deve'opmeunt in this
country. 'There is alieady too much pressure on land ; population is grow-
ing, but lands are not growing, and it is not possible for any Government
ou carth to make the yicld of agriculture less precarions than it has
always beea and will ever be.  Government cannot command the heaveuns, nor
can 1t piovide a system of irrigation which will make every acie of land in this
vast country irigable. Consequently the only salvation of India lies in the
development of Ler industiries.  Ido not believe, 8ir, that the development of
indigenous industiies raeans in this country just what it means in a self-govern-

. ing country, whete industries grow in a slew progressive manner in respouse

to the demands of the people, and demand aud supply are regulated by the
law of evolution. But here, with the contact of England with India, there
was actually a sleeping sickness overtaking indusirial India. Epgland and
other fo:cign countiics exported artioles which contributed to the comforts
of lire, which 1ecommended themselves on account of their cheapness and
better finish ; a new light dazzled the Indian eye and foreign articles poured in.
A g'eeping sickness, if I may say so, overtook 1ndustiial India, and now that
she r.ses from thissleening sickness, she finds her industrial hands are paralysed,
and the ariizan cannot compete with the iron hand of Europe and other
countries. The slow hand of the artizan cannot keep pace .with the machine;
and the rcal state of things is that India is awakening to a sense of her daty
in this paitioular matter aiter the devastating and prostrating effect of a
revolution. And theicfoie in the present circumstances of the countiy, we
neel some sort of protestion. I know that the very idea of protection
of any kind seems ridiculous to the English mind. The Englishman is not
acoustomed to seek any kind of protection. The Englishman, living in a
cauvas house, considers that his castle. But then we Indians have been
long accustomed to have our most precious things within the walls of the
zeaana. We are accustomed to walls, and a tariff protection wall would
admirably suit for us. 8ir, it is very opportune that Sir Gangalhar should
have thought proper to move this Resolution just when we have before us the
loss to Iudian revenue on account of the stoppage of the transit of opium
into China, That was no doubt in fu:therance of the humanitarian and
moral seatiment of Eagland—a sentinfeat which we none the less admire.
It is quite in. keeping with the noble mission of England in the world—a
mission which has always been to raise peoples and nations from the dark
valley of adversity to the sunlit summits of prosperity. But then we Indians

 weie not consultel about it ; and if, on account of the loss of opium

revenue, there is need for fresh taxation, the burden of that taxation will fall |
upon Indians, who do not u{ to this day understand what thisopium business
was, why it was stopped, and what this stoppage means in the shape of loss.
It is not my intention to present to this Council a balance-sheet of loss and
profit between the two countries—England and India—arising out of the past
commercial relations betiween the two nations; but I may safely make this
bare statement—a statement of fact which will be noticed by any observer, or
even cursory reader—of the past history of the commercial relations of the two
oountries.

*“Bir, India has not gained commercially by her contact with England.
All that we ask for is a sacrifice on the part of England. What is that sacri-
fice? It is not a sacrifice of money; it is a sacrifice in the form of a slight
modification of the Englishman’s proud free-trade principle. Tariff reform ig



OPIUM REVENUE. 461
[17rn Marcn, 1913.] [Mr. Madhu Sudarn Das; Sir Ibrahim Rahimtoola.)

not altogether a new thing to England. It was one of the trump cards in one
of the most recent general clections. I know it does not require a prophet to
say what the answer of Government to this Resolution will be. I was reading
the other day of a case where an English trader was prosccuted for selling
adulterated apricot jam. There was no apricot in the jam and the
man's defence was that people have no more business to expeet apricots
in tho jam than they should expect to find sunlight in Sunlight soap.
I must appeal to Eagland Iudia is a part of the Biitish dominions She
is not an insignificant part of an Bmpire any more than the kok-i-noor
is an insignificant gem in the British Crown. I am appealing to the moral
aspect of the question with as much emphasis as lics in my power. I say
England should do somecthing to develop the indigenous industrics of this
country. The Hon’b'e Sir G. Chitnavis’ Resolution is one which suggests
many side-issues which the mover of the Resolution has not taken into con-
sideration. Retaliation and revenge arc one and the same thing. 1t might not
be directed towards India only ; retaliation might be dirceted to any part of
the British dominions. These are questions which must necessarily be discus ed
before a Resolution of this nature would be carricl, but I appeal to you to
consider the moral aspect of the question. Is it or is it not a part of England’s
duty to help us in the development of the industries of this country P"

The Hon’ble Sir Ibrahim Rahimtoola :—* Mr. President, I
would have prefeired the Hon’ble Member to have brought forward this Reso-
lution in a different form, hecause 1 think that there are two distinct issues in-
volved in the consideration of it. The fivst issuo is the loss of opium revenue, and
the second issue is the protection of Indian industrics. The sccond issue is con-
neoted with the first as it indicates the source from which further revenue can
be obtained to make up for the loss of the opium revenue, but the principles
involved require separate treatment. Now, Bir, a grcat deal can be said in
favour of protection of the infant industries in India. A country of the
dimensions of India which has to depend practically wholly upon its agrioulture
has to seriously consider the necessity of industrial development, and anything
that tends to the growth of industries in India must receive cordial support
from all quarters. I think, thercfore, it would have been better if the whole
gueat.ion of proteotion had been raised on a separate issuc. We have to consi-

er whether India requires protection for its growing industries and, if so,
what should be the form of such protection; whether it should take the
form of protecting India and Indian industrics against all countries in-
cluding Great Britain and the Colonies; or whethor it should be protec-
tion on the system of preferential tariffs. These questions should be deocided
purely in the interests of India irrespective of whethor Great Buitain
will permit action to be taken on such lines or not. The question first of all
to determine is, whether Indian industries require to he protected, and if
they requiie to be so protected, what are the most advantageous means by
which that protection can be secured. When that point is determined
and actioa is proposed, we may take into oconsileration if pressed offi-
oially upon our attention what the Leader of the opposition Mr. Bonar Law
recently said in Parliament that India out of gratitude should extend preferen-
tial treatment to Great Britain.

“The question primarily for India to consider is, what are its requirements
in the direction OF protection for the dovelopment of its industries. India
wants two things essentially, firstly, the extension of irrigation to protect it
against the vagaries of the monsoon, and secondly, the extonsive growth of its
industries, and anything that the British Government or the Government of
India will do to promote these two objects will be recognised as conferring the
greatest benefits upon this country. I do not quite go with the Hon'ble mover
when he said that protection purely in Indian interests is outside the pale of
¢ &mctica.l politics'. I have great faith in tho British sense of justice and fair
play. The question ought to be considered purely from the Indian standpoint,
and if any difficulties arise, they must be faced and, as far as possible, adequate
remedies applied. I beg leave to repeat that the question of protection to secure
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the development of Indian industries should be raised by itself and thoroughly
discussed.

“The question of the loss of the opium revenue is on a different footiug.

I have always been puzzled why England has exercised its Imyperial powers

upon India to abandon a source of revenue amounting as the Hon’ble mover
. has said to b} crores of rupees in favour of China. I can quite undeistand

the argument that has been advanced by some sentimentalists in England
- that India bas no rght to secure revenue by expoiting and selling to China
: a commodity the immoderate use of which 1is physically detrimental to the
‘ copsumer. The immoderate use of opinm in China is said to result in
« the physical deterioralion of the Chinaman, and that has excited England’s
‘ moral couscience. It is however at the expense of India that England
" proposes to satisfy its ,moral instincts. Well, Bir, if the question was raised

as to whether England would bo piepared {o bear a portion of the loss
- that would Dbe involved in the suppiession of this traffic and thus testify
: its sincerity in giving vent to its moral and humanitarian ideas and England
1 came forward to contribute substantially in the financial sacrifice that is
i demanded of India, I can quite appreciale the attitude adopied by her. I
i-am afraid however that when' it comes to a question of making payment,
* it will assume from England’s point of view quite a different aspect. 1f the
{immoderate use of opium leads to physical deterioration justifying the sup-
pression of the traflic at a huge cost to India, then T venture to submit that the
inmoderate use of alcohol also leads to physical deterieration and calls for
stringent remedies to be applieil in suppressing the use of it in this country.

. “The population of India comprises of two vast communitics, Hindus
and Moslems, hoth of whom are by religion prohibited from drinking alcohol.
Uader the circumstances, will England agree to the prohibition of the im-
| portation cf all spirits and wines izto India ? I am sure the reply will be that
that is quite another story. When England has demanded that India should
j surrender an important source of revenue in order to ensure against solling
a drug which leads to physicial deterioration of the Chinaman, will it also
agree to a very heavy prohibitive duty being imposed upon all imports of
(alcohol into India on the same grounds of physical deterioration
of the Indian people? Protection of indigenous industries, and the
loss of revenue caused: by the :suppression of the opium traffic are two
distinot questions by themselves, and Mr. President, I would have very
much preferred if the 'question of protection and the form it should take
had been raised and discussed by, itself apart from the question asto what
jsources of revenue should be tapped to meet this loss of opium revenue. TFor
!these reasons, Bir, I would personally prefer that this Resolution should not be
‘pressed to a division. My Hon'ble friend, Sir Charles Armstrong, has given
-detailed information in regird to India’s imporls from foreign countries on the
.question of preferential tariffs, but I do not think any useful purpose will be
served by going into such details on the present occasion. When the princi-
‘ple of protection is brouEht forward for discussion, we will gointo tho merits
.and determine whether there should be any protection at all, and if so, whether
it should be absolute or preferential. The whole question may be disoussed in
‘this Council, or preferably by the formation of a separate Committee. Ior these
reasons, I trust that the &on'ble mover will not press the Resolution to o division
on the present occasion.”

Introductory.
The Hon'ble Sir Guy Fleetwood Wilson said :—

1. The resolution which the Hon’'ble Member has moved with much
ability is frankly directed at increasing the revenue of India from indirect
taxation. Whether a preferential tariff, if Jogically carried out, would have
tho effect of increasing our net revenue, is an open question and I must add
that I do not feel sufficiently despondent about the future to assume that,
even with the loss of the opium revenue, a large addition to the taxation
receipts of India will be found necessary. If bad times should come—and
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it would be foolish to ignore the fact that they may come—the loss of the opium
revenue will undoubtedly be severely felt. But there is much room for the
development of India’s otlier 10 ources, and it has yet to be shewn that there
is no room for further cconomics in our administration. I have been Dblamed
for imposing taxes for which the immediate reason did not appear to have
heen forescen by my critics I might, if T were so disposed, point to this vory
resolution as my supreme justification. I have no wish, however, to enter into
controveisy to-day, and I would only suggest’ for the considcration of the
Council that I leave the resources of India on a stronger and a sounder
foundation than when the opium danger was first on the horizon, and that,
when tomporary difficulties avise, there may be other and preferable methods
of dealing with them than by further additions to the indirect taxation of this
country.

“ 2. On this point it is ncedless for me to insist furthor. It is needless
mainly beeause tho rcal purpose of the present resolution is to open the
discussion of a matter which we are all agreed may at any time becone
of the most vital importance to India's financial and economic position.
I would rather, therefore, look at the spirit than at the letter of the resolu-
tion, and come at once to a dispassionate consideration of the great and far-
reaching issues which the Hon'ble Membet's proposal has raised.

“3 I preface my remarks hy saying that the pressure attributable to
recent cvents has made it impossible for me to bring up to date or indeed to
verify the figures I shall use, but I am fairly certain that any modifications
in regard to them, which might have to be made, would not affeot my conclu-
sions.

“4. Also before dealing with the main question, I desire to make our posi-
tion clear, and to state what our attitude is and indced must be.

‘“ Although the Governmont of India are not in a pasition and do not now
desire to declare a policy of their own, they do not think it right to resist a
reasonable discussion of the tariff problem in India.

“ At the samne time, I would say in regard to myself that I should have been
very glad not to have had to disouss this subject at all. 8incs, however, the
question has been brought to the forefrount, it becomnes mny duty to the King's
Government, and it is also consistent with my own conviotions, to place tho
objections to Protection in the forefront.

. 5. In this country we are fortunately not drivon to consider this or an
other question from the staudpoint of party polities. I think this Couneil,
representing public opinion, may fairly claim that it approaches the considera-

-tion of all matters affecting India exclusively from the standpoint of what is
best for Indin, and that it 1s able to do so, not s0 much Dbecause our Polit.icn.l
structure eliminates the party element, but rather because Indian public men,
although they differ so greatly in race, religion and interests, have hitheito
shewn themselves desirou. of merging their personal opinions and inclinations
in a combined and general effort to advance the welfare of their country.

6. This happy condition of uffairs admits of India giving full, temperate
and, what I may term, academic, consideration to a subject which is unfor-
tunately so often dealt with elsewhere, in a spirit of acrimonious ocontroversy.
The subject is one which in the public interest calls for consideration, not
recrimination.

* 7. It is my wish, and it is my duty, to disclaim any attempt at anything
approaching a pronouucement of policy In the first place the isrue is not
in being, and in the second place, any policy which may at some future date
commend itself to India, will obviously have to be governel by the polic
which obtains in England. In this connection I ask you to consider wi
me the economic relation of India to the Empire.

Economic relation of India to the Empire.

' «*8."The striking feature of the present economic relations of Indiais the
predominance of the United Kingdom over any other external country both in
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regard to import and export trade. Of the import trade of India the United
Kingdom holds 49 ont of 72 millions sterling. Of the export trade the
United Kingdom holds 32 out of 123 millions. Fully half of the import trade
consists of cotton picce goods from Lancashire. In regard to the other half of
the import trade, the fizures «how that, so far, successful competition in India
on the part of foreign countries has not been carried far.

“9. Investmenfs in India by external countries show a still greater British
preponderance. According to the caleulations of Sir George Paish, takin
public issues only, the United Kingdom had no less than £365,400,000 investe
in India and Coylon, in 1910. To this must be added the large but undiscover-
able figure of Dritish money invested through private channels. No other
country has financial interests in India at all comparable with those of the
United Kingdom.

*10. Indian native industries cover a wider field than is generally supposed,
but relative to the resources and population of India they are small in volume
and have not in recent years shown much increase. If we take into account
the slow rate at which economic changes take place, the greatness of the
interests affected, and the political, financial and constitutional relations between
India and the United I(ingdom, it is clear that the development of Indin in the
future must be dependent on, and primarily affecied by, the policy pursued by
the British Empire as a whole and particularly by the United Kingdom.

“11. But changes not dissimilar in character from those which may be
observed in other parts of the British Empire have taken place in the last 25
years in the character and direction of Indian trade. Modern methods of

roduction have extended throughout the world; not only Western countries

ike the United States and Germany, but the Far East and Japan have enor-
mously increased their productive power, and external markets for their goods
have {acoma a vital neocessity to the stability and progress of their trade.
India has heen not unaffected by this development. The preponderance of the
United Kingdom in India, asin other parts of the Empire, is still great but it
is diminishing. In the last 25 years the share of the Br-itish Empire in the
imvport trade of India has fallen from 91 to 70} per cent. while the share of
foreign - countries, chiefly Germany, Belgium and Austria-Hungary, has
increased from 9 to 294 per cent. Moreover, the United Kingdom has ceased to
be the chief external market for Indian products. The Uniled Kingdom
proportion has fallen in the same period while the proportion of foreign
countries, chiefly :Germany and the United States and France, has increased. .
Time has not admitted of iy working out the percentages. Even if allowance
is made for the growth of direct trade, by diversion from the United Kingdom to
foreign countries in this period, this general statement isstill true. On the figures, |
relating as they do to a considerable period of time, it may be assumed that the:
competition of foreign and Western countries for the Indian market will
increase and that the proportions of trade will, under present conditions, show a
steady movement in the direction indicated.

“12. But there is oneimportant factor to be considered in regard to India
whioh is of nothing like the same importance in regard to any other market in
the British Empire, and that is the development of Japan. Japan ha< entered
fully into the economic methods of the West. The new Japanese tariff shows
all the leading features of that fiscal policy which bas been employed with such
effect in the devclopment of the trade and resources of Gerwany and of the
United States and other Western countries. But Japan enters this new field
of commeicia' statesinanship under conditions very different from those of the
West in regard to her nearness to the Indian market, the quantity and cheap-
ness of the labour she can employ, and the facility with which she can imitate
the products which have hitherto found favour in Far Eastern markets and
ada})t her methods of production to their needs. Competitionin the Far East
itself for the Indian market is therefore certain to be of a very formidable
character, and if China follows Japan in the adoption of Western economio
methods, the effect on the balance and adjustment of Indian trade might be in-

- caloulably grect.
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“13. So far I have been stating facts which are aceessible to any student of
contemporary cconomics and I have refrained from drawing any inferences from
them whatsoever.  Dut I have wo wish to shut my vyes to the irresistible
inference which they arouse in certain minds.  The school of thought which
regards the days of free frale as numbered wounld take my facts as coleav
evidonce that the duty of India, as part of the Dritish Ipire, is to build up
for itsell a taviff wall which will chweek those threatened diversious of our trade.
If Germany and the United States, they will say, have already seized, and it
Jupan aud China me going to scize, upon an ever inereasing shave in our trade,
is it mot our obvious duty to re-adjust our schedule ol import customs in such
a manner as will cheek these tendencies aud place our market more freely,
instead of less freely, at the disposal of our own Empire > lncidentally, they
add, will not arrangements of this uature operate to protect and foster the
nascent industries of India?

Protection.

“14. The Indian Protectionist wmovement has andoubtedly, to a certain
extent, heen encouraged by the agitation in favour of Irotection which has
for some years been carried on-~so far without practical success—Dby a section
of the community in the United Kingdom. With that great controversy in
its broader aspeots it is not my place or my intention to deal. But you will
remember that the agitation for Protection is linked with a policy of Imperial
Preference ; a matter whioch is of considerable interest to India.

“135. I have been at some pains to discover the proposals advocated under
the term Tariff Reform so far as they concern the trade relations of the Mother
Country with India. 8o far as I have heen able to learn, the references to this
:ﬂbject have been as yet too vague and indecisive for much to be deduced from

em.

*“16. The ‘ Speakers’ Handhook' of the Tariff Reform League propounds
preferential proposals with regavd to India in a paragraph (page 185) which,
whatever other opinions may be expressed about thew, is oertainTy conoise and
intelligible. It is as follows :—

! Preference wounld mean to India thut the United Kingdom and the Colonies would give
freer entry to Indian tep, coffee, sugur, wheat and all Indinn staple producty, ind it would
mean to us that the Indian finport duty on u large number of British manulactares would be
cither alolished or reduced.’

“I make no comment upon it, except to invite attention to the last portion
of it, which must he of intense interest to all of us ; and especially to those who
are imbued with the spirit of Protection for our industries.

“17. The broad question of whether Protection would work to the general
economic advantage of India or not, is desevving of caveful cousideration, as the
issue may at some future time he forced to the forefront.

“18. One object of tariff Protection is presumably the ‘encowragement’
of domestic industry, and it is effected by the imposition of customs duties on
imported goods for the express purpose of prohibiting, or at any rate restricting,
the imports of such goods as are similar to, or may he substituted for, gooc
manufactured or produced in a given country.

“19. The means wherebhy DProtection works, 'aud the method in
which it is intended to work, is by raising home prices. 1f you do not
raise howe prices ns a result ol restricting foreign competition, you can hardly
‘ encourage ’ industry ; if you succeed in ‘encouraging’ industry by n tariff,
it can ouly, I think, be by raising home prices. That is an axiom on which all
economists appear to he agree:l. .

“20. Now any such artificial increase in home prices which Projection
ensuves, and by which it operates, may lay a grievous burden on the shoulders
of our population. Iu sume countries where Protection has heen established
the evils of this inevitable result have indeed been mitigated by natural
or artificial eircumstances uneonncetedd with tariffs.  Thus the natural
wealth and vast mineral and agricultural productiveness of the United States,
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and the inventiveness and energy of their inhabitants, have enabled them for
many years to bear n tariff burden uuder which other communities must have
succuinbed. The cuergy, thrift and enterprise of the population of Germany
and the rigid diseipline under which they are schooled, have had a somewhat
similar result in that country. DBut even in Germany and America the revolt
against Protection has been growing in recent years, and appears to incline
towards a movement away from Protection. '

“21. 1 wentioned these instances to show that the introduction of I’rotec-

" tion into a country is not universally and necessavily followed by disasier.

B e

—

¢ But tho natural and economic conditions which prevail in Indin are what we

have to consider. 1In other words, what results would Protection produce for
her? Wehave hore an enormous population of the very poor ; and however
limited their physical requirements may he, the cheapness of the things they
need is essential to their very existence. Can it be deniod that artificially-
producel dearness would be injurious to the well-being of a great majority of
the people of this country #  And if we ave told that Protection will increase
wages 80 as to compensate the wage earner for the rise in prices, we must
remember that by far the largest proportion of the working Indian population

s engaged in aguicalture.

« 22, Assuming that DProtection would lecad to a general increase in the
wages of our manufacturing industries, what would be the effect on the rest of
the population, who are to a large extent merely consumers ?  Where are the
increased wages to como from which are to enable them to face with equani-
mity any artificial increase in the cost of living ?

. “23. Agriculture is not in the main so far as I understand the Protectionists
arguments, one of the industries which a tariff wall would assist in India; and

.~ consequently the rise in wages of the manufacturing olasses would not extend

ipso facto to the rural olasses. - Very possibly the genoral OEIGration of economic
laws would tend to pull up the remuncration of the latter in time; but
especially in a conservative country like India the process would le slow and
gradual ; and in the interval an immense amount of hardship and suffering
might be imposed on the great body of our Indian workers. A time of transi-
tion is always painful ; and in this case it would ulso be protracted.

"¢ 24 Protection nftfem]{ts to apply State direction to production. It diverts
trade from what mai’ be called its natural channel into an artificial channel.
It is often held that if by Protection an old industry is encouraged or a new
industry created in a 'lgiven country, that result is a clear indication of an
increase in national wedlth. But any such gain may be outweighed by a loss.
The industry so artificially created or encouraged has been likened to a pauper.
It cannot continue to exist nnless it ‘continues to receive dole after dof: and
thus it lays a lasting burden on the general consumer, and through him on the
economic growth of the State.

«25. Economists have always been inclined to admit, to a limited degree,
the efficacy of what is known as the * infant industry ” argument, as used by
List, Mill and others, and which is adopted in an exaggerated form by some
Indian Protectionists. It is based on the theory that if the failure to establish
an industry in a given country on a sound basis is due merely to lack of skill,
or to some othor obstacle which technically might he surmounted if that
industry wore granted temporary .tariff Proteotion, it might be advisable to
grant it Protection. Economists hold that such Protection would indeed inflict
a burden on the community by raising the prices of necessaries, but argue that
if the industry in question should, after a_limited number of years, be suffici-
ently firmly established to be able to exist without a tariff in the face of
foreign competition, the resultant gain might counterbalance or even excced
the initial loss.

«26. Can the advocates of 1prof:eci:iou in India satisfy the legislature that,
under a protective tariff, it will be possible to establish industries in this
country which will eventually be able to fulfil the conditions thus laid down’
as a test of success? Do you believe that, \\-ilt.h,—-I quote from Mill—a
moderate Protecting duty granted for a certain limited number of yems—suy,
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ten, or at the very most, twents, during the latter part of which the duty
shounld he on a gradually diminishing scale, and at the end of which it should
expire,” you can build up industries in India ? Can you assure those respon-
sible for the Government of Tndia that these industries * will be able to pro-
duce articles as cheap as, or cheaper than, the price at which they can be
imported” under a limited Protective system ®  TUnless you are in a position
to demonstrate these imporlant points, the case for tavift Proteetion isou
unsound ground. '

“27. Toreign competition, unimpeded by Protection, wmay have acted as a
stimulus to iurﬂlsh‘y, neecssitating entorprise, inveniiveness, ezconomy and efli-
ciency in production to a high degrec. It has not had that effeet to any appre-
ciable extent in India; but unfil our endeavours to improve our industrial
methods and organisation in general have hopelessly failed, ve can havdly call
on the State to assist us by protecting our industriesat the eost of the enormous
number of our very poor consumers.

“28. 1 have now stated a number of tho chief arguments for and against
Protection as an abstract theory. I mmn conscious that 1 may havo stated them
with somewhat more insistence on the ohjections than on the arguments in
favour of the theory ; hut the reason for my doing so is that, if I may say
s0, the arguments making for Protection are more prominent in the mind of
Indian publicists than those which are hostile to it, and, although T am very far
from suggesting that this Council approaches the subject with a bias in favour
of Proteotion, I am anxious that they should elearly realizo the facts which
India would have to face if such a policy were ultimately adopted. On the
other hand I have refrained from touching upon some of the most powerful
reasons that ought to make a country hesitate before embarking on a Proteo-
tionist policy. Ior example, I havo not attempted to allulc to the financial
aspects of Protection. That branch of the subject would 1equire a very lengthy
explanation. It would-have to take coguizance of the great alteration which a
tariff wall in India would effect in the balance of our trade, in the arrangaments
that now exist for the payment of our oxternal debt and in the whole of our
exchange policy. This aspect of the question is cne of extranrdinary (:omﬂa‘exit}g
as well as of no small specu’ation ; and I need hardly say that it would have to
he most exhaustively considered before any steps could he taken townrds tariff
reform. I have also intentionally avoided any refeicnce to the cthical
aspects of Prolection as a State policy, hecause I do not wish to hring to-day’s
debate on to a planc of controversy. But I would carnestly ask all Hon'ble
Members who intesd to work at this subject to study, if they have unot already
done so, the inner histoiy of the influence of Protection upon political
morality in the countiies where it has been established for any longth of
time, and to consider with care whether the risks which othuer couuntrics have
experienced would be'a fair buiden tu throw upon the awakening political
life of India.

India within the Empire.

¢29. I come now to the noxt natural division of my subject, which arices
from the consideration that India is part of the British Ewmpire, and that its
interests and its wishes cannot be ignored in any movements which affect
tho policy of the Lwmpire in relation to international trade. The cardinal
feature of this consideration is the fact that India has alrealy a taviff and that
its tariff, although the rates have varvied considerably from time to time and
have in the past been naterially higher than they are now, is essentially designed
for the purposes of revenue and not with the view to protection.

#30. In these circumstances it is of the utmost consequenco that those who
are responsible for the economic future of Indian should comsider cavefully
what position India is to occupy in regard to the British Empire policy.
Looking at the facts of the case and the admissions of foreizn wiiters aund states-
men, there can be no doubt that the policy of free importation practised by the
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United Kingdom in regard to her own home markot has been of great advant-
age to countries like Germany and the United States in carrying out their own
economic views, and in building up their own industries.  But for the [lacility
which British policy has created for the disposal of their surplus products the
high tariff policy they have pursued would not have been attended with the
success which they have actually enjoyed. The counterpart or that high tariff
policy, ‘)ursuc([ in exclusively national interests by forcign countries, has been
the cxploitation of such markets of the world as have been left open to their
efforts.

“31. In the British Empire, however, the United Kingdom has for many
cars abandoned tho exploitation of Colonial markets in the interests of the
Tother Country and has left her self-governing Colonies free to do what her

statesmen thought riiht in the interests of those Colonies with the 1icsult that
an Empire policy has grown up in the conditions so created diffcrent in
character and in b{jeots from any policy which tho world has ever seen before,
which has for ‘its objeol the strengthening of the Empire as a whole by the
development of the economic interests of its several parts, and the linking
together of the Mother Country and the constituent States of the Empire
by a co-ordination of policy and the interwining of their economic interests
by a system of preforences.

“ 32. India, owing to special conditions, has not been brought into tho
encral Imperial trade movement, but in viow of the modification of the old
ideas in regard to freo importation and the ceonomic principles underlying
them, and the progress of events throughout the Empire in the last thirty
years, it is conceivable that India may in the future be unable to maintain a
licy of absolutely free importation under which she must suffer all the
incidents of exploitation of her own market. Hence the key of the future
policy of India must be found in observing what is the nature of the movement
taking placein the rest of the British Empire, and in considering under what
conditions India could fall in with any general pulicy of Empire preference.

 “88. Let us see what the progress of the Imperial movement has been.
The Empire consists' of self-governing Dominions, Crown Colonies, Depen-
denocies, Protectorates, at every - conceivable stage of economic development ;
but-during the last twenty years, irrespective of Governments and party
.changes in the Mother Country, the mensures adopted by, or in the interests
of, different parts of the Empire show a stendy and continuous movement in
the direction of Empire trade consolidation. Canada adopted the policy of
preference in 1897, that is, she gave special tariff concessions to the United

ingdom and to the Empire as a whole, and under the successive changes of
the tariff, Canada and the rest of the Empire have been drawn together in
ever closer relations. Canada was followed by New Zealand in 1903, South
Africa in 1908, Australia in 1907 Fuarthermore a series of inter-Colonial
preferential arrangements between Canada, New Zealand, Australia and South
Africa have been concluded, and to these has now been added an arrangement
between Canada and the West Indies, which in .rome respeots is more
remarkable than any which have preceded it. Thus the self-governing por-,
tions of the British Eytppire excepting alone the United Kingdom and New-
foundland have gradually formed a net work of Tmperial and inter-Imperial
preferential trading arrangements. The British Empire may be said to be
refarded as consisting not of an aggregation of separate entities with no mutual
relations to each other, but of ‘a family of States animated by a common
family purpose. Each State in the first instance organises its tariff and its
policy to suit its own financial and economic nceds and gives an Imperial
sanction to its policy by granting to other parts of tho Empire as large a
measure of trade advantages over foreign countries as is consistent with its
own economic development.

__ ““84. The preferences in the tariffs of the sclf-governing Dominions, while
differing in detail, have certain general features in common. The tariffs have
for their main objects the production of Government revenue, the protection
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of home industries, the development of an esport trade, and the encourage-
ment of inter-imperial trade.  The tariffs therefore include :—
(¢) Dutics imposed for rovenue.
() Daties on competitive products.
(¢) Preference roenred by (1) Ihee List for goods produced within the
Empire (as in the taviffs of Canada and New Zealand) or the
United Kingdom alone (as in the case of Australin) while duties
are retained on similar goods from forcign countries; (2) remis-
sion of duty in groups («) and (b).

“These metho.ls operate separately or in combination.

“385. Tho outstunding featuie of these mothods is undoubtedly the adoption
of an Empire Free List, and in regard to this methoid the arrangement between
Canada and the West Indies makes a new departure of gieat importance. In
the case of certain items now imported from all countries free of duty, duties
of uot less than a certain fixed amount ave to be imposed when the goods
enter Canada from foireign countries, while freedom of entry is to he maintainel
for goods from the British West Indies and the Unitedl Kingdom. It is not
clear what is the position of other parts of the Empire in respect of these items,
but I suppose it may be presumed that Canada prescrves full liberty of action
in the matter. It has to he remembered that this development of Empire
tariffs has proceeded at o period when the United Kingdom has to take no
decisive step in the direction of preference.  In these circumstances it is impos-
gible to say what final form Empire taviffs will assume, should the United
Kingdom at any time fall into line with what appears to approach a general
Empire movement.

#88. The United Kingdom, so far asher tariff policy is concerned, at present
stands outside the general Empire movement and she is unable, so long as the
present policy prevails, to enter into schemes of mutual Empire preference
which have been discussed at successive Imperial Conferences, but if the policy
of the United Kingdom were at any time to change, it is presumable that under
any scheme of preference which has been suggested hy reasonable statesmen in
England, taiff advantages would be extended to Indian products. Under the
scheme whicl, so far ns is ascertainable, has been gencrally accepted in respon-
sible cireles in the Tariff Reform movement it was held T helieve, that in a
recent year £23,000,000 worth of Indian agricultural produce and mnanufac-
tures would be dircetly benefited by tariff preferences in the United Kingdom.
I do not advance that as my opinion. I merely allude to the opinion held by
those who advocate a new departure.

*“87. What we have to consider at this stage is not the dotails of a possible
preferential tariff, but rather whether India could, if called upon to join ina
great foderation of Imperial preferences, respond tothat call without sacrificing
the essentially revenue character of its customs schedule. Any such move-
ment would presumably involve, in the first instance at least, a loss of revenue
unless we were prepared to raise the general incidence of the tariff from 6 per
oent., at which it at present stands, to some higher figure in respect of those
articles or countries for which there would be no preferences. That changes of
this nature would be diffieult, I caunot conceal; that they will be impossille
I do not pretend.

“38. It can he urged that if any changes of this character were adopted in
the Indian tariff, India would stand to lose by retaliatory measures on the part
of foreign countries which now take so large a proportion of Indian produce.
To this the advocates of prefereutial tariffs might possibly reply that through-
out the civilized world there is an increasing tendency to regard preferential
tariffs within an empire, however widely scattered, as matteis of domestic
concern ; and that these preferences in fact do not now bar Colonies from parti-
cipation in the advantages of treaties with foreign countries on the ground
of discrimination. Furthermore the character of the exports of India to
foreign countries would make it difficult for these forcign countries to
retaliate unlessthe whole construnction of their tariffs were modified and they
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were preparved te inflick damage on their own industries, for India exports
to Buropcan Countries and the United States ncarly £50 millions worth
of merchandise which cousists chiefly of raw nm{'oriafs {or manufactures, for
the most part admitted free of duty, and also of foodstuffs.

Conclusion.

“39. Let me emphatically repeat that I have not in the forngoing remarks
attempted to advocate any departure from o free trade policy. ‘To do so would
be to travel entirely outside my province.

““ All I have attempted to do has been to indicate certain aspects of the case
which appear to have some hearing on this all important question.

“40. T am not possessed of the presumption even to hope that the few, and
I fear somewhat superficial remarks which L have offered will assist you in
erystallizing your views on this sub%ect, but T do hope that they may through
you induee o full, temperate and unbiassed consideration by the Indian public,
of a question which must in the future vitally affect India and its prosperity.

“41. It is this consideration which I would now invite Hon'ble Members
to undortake for themsclves after o full study of the many complex questions
involved. I am far from complaining of the character of the debate to which
we have just listened. It has been characterized by the sobricty and sense of
responsibility which invariably marks the deliberations of this Couneil ; but I
am sure I shall not be accused of any lack of courtesy if I suggest further con-
sideration of the intricate and delicate issucs which I have endeavoured to bring
to your attention. These issues need the most careful study; and until they
have been thoroughly considered from all points of view, I am of opinion that
it would be uuwise and premature for the Council to commit itself to the
oyiuion embodied in the present resolution, which T must therefore, in bebalf
0

Government, oppose.”’

*  The Hon’'ble Sir Gangadhar Chitnavis :(—“8ir, I wish in the
fivst place to tender my warmest thanks to the Hon’bie 8ir Guy Fleetwood
Wilson for his masterly exposition of this most difficult subjeet—an ex position
which is marked both by extreme ability and by the kindly consideration he
invariably extends to proposals put forward in this Council, whether they are
in ‘accord or are not in accord with the views of Government. Secondly, I
should like to repeat my position. I hold that free trade is for an advanced -
nation alone which has made great progtess in manufactuiing industry. I
look, 8ir, to the future, and I say that India’s future is a future of protection.
I have myself referred to the difficulties of the position in my speech to-day,
and Hon’ble Mlembers must have noticed that I have advocated inter-Imperial
})reference. because it has the merit of being a measmie reasonably practical.

t would, however, be a mistake to forget that we are not discussing to-day the
res&:-ecl,ive merits of free trade, protection and preference. The whole point,
and a point of vital and immediate interest to us, is, money has to be found
somchow to recoup the loss of our opium revenue. I am glad to be assured by
the Hon'ble Finance Minister that there will be no need for additional :
taxation ; but iny point is that, if the necessity avises, the first condition of
fresh taxation must be that it should be so amanged as to be least incon-
venient to the people. In my view of the case, this condition can be fulfilled
by revising our tariff Taxation in any other form will be burdensome and irri-
tating alike, and will not prove equally productive. Now this overhaul of our
tariff can be made on one or the other of the two cconomic prineiples—protec-
tion and preference. Exporting England does not favour even a moderate scale of
Indian import duties imposed for revenuce purposes. ith this fecling in Eng-
lard, protection for us is out of the question. Leaving that aside, we have the
other method of taxation to fall back 1ipon for our needs. That is why I have
brought forward the Resolution, and I have every hope that the point raised
in it will engage that amount of public attention which its importance, and
I might add in the peculiar circumstances of the case, its paramount necessity,
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demands. I want and seek  public eriticism. My ambition does Lot go
further. This debate will bave done immense publie good if, following the
sound advice of the Hon'ble Sir Guy Fleetwood  Wilson, the peoplo take up the
subject in right earnest, and study, diseuss and develop the case with that care,
zeal and whole-heart xdne-s which ifs seriousness deserves. This explanation
furnishes an answer to the 1emaiks made by some ol my friends in Couneil
to-day in disparagement ol the ftesolution.

“8ir, in view of the Finance Minister’s statement, 1 do nol think any
useful purpose will he served by pressing the Resolution to a division. I
accordingly beg leave to withdraw it.”

The President :—he Resolution is by consent withdrawn.

RESOLUTION REGARDING CUSTOMS DUTY ON SUGAR
IMPORTED FROM I'OREIGN COUNTRILS.

The Hon'ble Rai Sri Ram Bahadur :— Mr. President, I rise to
move the following Resolution :——

‘That this Council recoimmends to the Governor General in Council that an additional
customs duty of Ra per cent. Le levied on sugar iinported into India from foreign countries.’

“ T request the Council to eonsider this Resolution from {wo points of view:
the one being fiscal and the other cconomical. Looked from a fiscal point of
view, the acceptance of my Resolution will add a sum of about 62 lakhs a year
to the revenues of India. In the quinguennium from 1906-07 to 1910-11, the
amouut of duty collected on foreign sugar was as follows :—

R
1008-07 . . . . . . . 4,382,637
1007-08 e ..o ... 4,476,052
1908-09 . . . . . . . 5,506,548
1000-10 .+« . . . . beT7T21
1010-11 S (RN (5. 3Y

“ These figures show yearly progressive increase in the amount of duty
levied on sugar. In the year 1910-1911 (the latest year for which figures were
available) the sum colleeted at 5 per cent. was RG,289,234. By raising the
rate of duty from 5 to 10 per cent, on the basis of the figures for 1910-1011,
a sum of 02 lakhs will be added on the receipt side.  This is not n small amount,
The inference that theie will be o still higher increase in the amount of
duty levied on sugar can easily be made from the rate at which its import has
been going up by leaps and bouunds during the last decade. This is a consider-
ation which I hope will recommend the Resolution moved by me for the
acceptance of this Council. *

« But, 8ir, thereis a moic important aspeot of the question and of a very far-
reaching oharnoter which will show to this Council that the Resolution deserves
a serious and favourable consideration. It is the injurious effect which the
very large import of foreign suwar has produced hoth on the rwial economy and
the indigenous sugar industiy of the country.

“ From time immewmorial Tndia has oceupied the {foremost position in the
sugar-producing countries of the world. .\ very Inrze quantity of sugar used
to be manufactured for local consumption, as the majority of the population
being vegetarinns used that article in their meals, Until 30 or 35 {eam ago
India used to produce sugar in such lurge quantivies that, after supplying the
local needs, she used to export the surplus production to forcign countries.  But
alas! those days are gone and foreign sugar in enormous quantities is now
imported into the country.

“In 1910-1911, the, quantity of imporfed sugar was 14,782,039 owts.
Ever since its first introduction into the Indian market the quantity has been
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inoreasing year by year. ‘The imports during the fivo years ending with 1911-
1912 were—

ewls,

in 1907-05 ... 11,179,766

1008-00 ... L 12078223

Joov-10 L 12,600,168
Inlo-11 ... 14,752,030 and

in 1911-12 . e . 12,241,634

“ The progress of sugar production in Java has been quite unique and
unparalleled. From the comparatively small quantity of 47,019 tons in
1840 it rose to 1,466,569 tous in 1911. 1i appears that the area of
sugar cultivation in Java is now about three lakbs of acres. The manu-
facture of white sugar that is cane for Indinn markets began a few years ago,
und has increased so rapidly that in the ycar 1911-12 this kind of sugar
imported into Indja reached 10,007,633 cowts. Thero has heen an alarmingl.\r
rapid increase in, the quantity ol refined sugar imported from Java during
the quinquennium ending in 1911-12. It has risen from 7,159,098 cwts.

- in 1907-08 to 10,007,683 cwts in 1911-12. These figures show how enor-
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. mously far ahead of India ‘Java is in (1) cultivation of sugarcane, and

in (2), manufacture of sugar. With only three lakls of acres under cane Java
has swamped the Indian markets. It would take yeais to get any where
near the same standard—assuming the climatic and other conditions to be
equal. Java sugar has diminished the import of that article from other parts
of the British Empire and other foreign countrics also. The table given below
will show this decrease :—

! |
1007-08, | 1003-09, 1909-10. i 1910-11. 1011-12.

From British Empires . .| 8,207,607 | 2,054,305 | 2,020,052 | 8,688,306 | 1,977,584
From other Foreign Countries . 812,861 ‘ 1,964,535 | 854,641 717,152 | 256,210

I"‘r‘lbu‘.\_Jsvu . . . -1 7,150,008 | 7,159,380 | 6,883,845 110,681,581 10,007,633
‘ | ! -

¢ i* That the impart :of foreign sugar in very large quantities hLas affected

. the Indian cultivators :is evident from the fact that there has heen a falling-

off in the area under;sugavcane oultivation in India. In 1907-08, it was
2,705,645 aores and' in 1911-12, 2,831,700 acres--showing a fall of nearly 23

t hundred thousands rcres, - Circumstances over which they bhave no control have

affeoted the resources of the Indian cultivators by contracting the arca in which -
commercial crops were grown and thus diminishing their chances of making
good profits. The discovery of synthetit indigo has put a stop to the cultiva-
tion of indigo. . By the arrangements entered into between the British Govern-
went and China cultivation of poppy has also diminished and is threatened
with almost total extinction in the immediate future. The area under

. poppy oultivation jin India was 474,290 acres in 1907-08 ; it came to less.

n thrce hundred thousards, acres in 1911-12, showing a deocrease of

" about two hundred thousands acres in four yeas. Suggestions have heen

made in some quarters that cotton—also a commercial crop—should be
raised in tracts where indigo and poppy were grown formerly. But these
suggestions do not take into consideration the fact that cotton cannot he
grown everywhere. . In submontane and 1ice-growing tracts no cotton can be
grown, as it requires light rainfall; and tracts in which rainfall is large
or excessive are not suitable for its cultivation. The situation as to the grow-
ing of commercial crops, in which the Indian cultivators are placed, has.
come to this:—that indigo is gone, poppy cultivation has diminished
and is threatened with almost a total cessation in the immediate future.,
Cotton cannot be grown exceptin tracts suitable for its cultivation. Two
other valuable crops are left—namely, wheat and sugarcane. Wheat cannot
be grown cvery year in the same field ; land gets ‘ wheat sick ® unless
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therc be a rotation of two or three years. There remaius sugarcane. The
enormous increase in the impoit of foreign sugar has almost annihi-
lated its production by indigenous methods. The old Judian process
cannot compete with the scientific process used in foreign countries for
manufacturing sugar Dy means of machinery. I do not think that much
useful end will be giineld by any revival of the old indigenous methods of manu-
facturing sugar. The eople of the United Provinces are the greatest sufferors
by the decline—nay almost extinction—of the o!d metheds of manufucturing
refined sugar, on account of the article so produced Deing more costly than
the imported one. "'he United Provinces occupy the foremost position in
growing sugarcane. Out of o total arvea of 2,331,700 acres under sugarcane
cultivation in the whole of India in tho year 1911-12, no less than 1,340,637
acres, i.¢, more than half were in the United I’rovinces. The impending
danger of a fall in sugar industry of the United Provinces was foreseen nearly
15 years ago b+ 8ir Antony (now Lord) MacDonuell. 1lle expressed his views
as follows :—

It is of much more importance to this province to pressrve the sugar industry on the
basia of present arrangements than to have a cheap foreign sugar supplied to the consumers
of the refined articls. 'T'h2 closing of rafinories muat leud to a contraction in the acrenge under
sugar. This raduction might, if the raining indunstry were destroved, reach a maximum of
800,000 acres. Such a raduction in th» nersag? under a valnible and paying crop would cause
far-reaching injury to lindlords, tenants and the labouring populition, and might affect the
wall-baing of the rural class2s to an extent that would produ.e rerions discontent in the suyar-
cnne-growing regions. The stability of th» Government revenue wou'd be affected, not inded
directly, besause the land-ravenus assessm nis are not ordinarily made on the special or crop
rent thit are in some plices paid for land 1:t out for a cans erap, but becaunse the reduction of
the prolits of a valuable erop would impair the rent-paying cupacity of the tenunts and thus
cripple the resources of the landlords.’

“ Nearly cleven years after, in 1910, Sir John Hewett, our last Lieutenant-
Governor, expressed his opinion as follows :—

Thirty years ago we had 300,000 acr2s of indigo, with all the employment furnished by
the manufacture of tha dyz; to-day w2 bave little more than 40,000 acres under the crop,
which is ind22d no long:r known in many localities where it was onco a source of employment
and of profit Sugarcans, as | have just said, is threatonsd, and I can scarcely imagine the
extent of the disaster to the privince should our acreage of cane, which lust year exceeded a
million ucres, dwindle in the samo proportion as our acreage of indigo.’

It is not only in the United Provinces butin other places too that the
greater number of the sugar 1efineiios have been closed owing to their inability
to compete with foreign countries, specially Java.

“ Gur (raw sugar and its various forms) is the principal article which now
is produced in the United Provinces from theoane juice. In a good season
a glut easily arises. The United Provinces S8cason and Crop Repoit for the
yoar 1911-12—referring to Gorakhpur—the most important ca.nu-producinﬁ
district in the province—says that there was a glut in the market for gur, an
the cons=quent great fall in its pricec and the result was tiat manufacture of
cane was in places abandoned and the cane crop fed to catt'e. Buch a stale
of things cannot only fail to diminish to a consideiable extent the area of sugar
cultivacion but also to affect the future extension of such area. The mainten-
ance of the present area and its future extension depend mainly on the estab-
lishment of sugar factories which will provide a constant market for the cane.

“The Provincial Agricultural Department ave devising means of improve-
ments, but it will take tine beforo those improvements will enable the local
sugar manufacturers to be on a level with the foreigners. The cultivator who
himself crushes the cane and converts it into gur cannot entertain any reason-
able hope of profit, unless a ready market for his canc is opened. This can be
done only by establishing sugar factories in the cane-growing tracts. The
Government is alive to the importance of this question, and is assisting certain
factories, and at one of which in Rohilkhand sugar engineers and sugar boilers
can be trained. Sugar factories under proper supervision and where manufac-
ture'can be carried on accordiug to modern sc.entific methods are few and
far between in this country. It will take a pretty long time before a sufficient
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number of such factoiies will be established. In the meantime, the danger of
contiaction in the area of cultivation of cane is growing, and the cultivator is
a Joser in this respect.  India Leirg essentially an ag.icultwial country, and
two-thitds of its population being agricultwists, a matter which affects any
bianch of its principal industry, namely, agiicultu:e, dces suiely require a very
special conside ation. 1 have shown that by joducing raw sugar alone a
cul.ivator cannot de.ive any piofit from his cane fiel ls It is the consumption
of cane in factories turning out 1efi. ed sugar that can make cane cultivation
profitable to the cultivator. It will tauke some time before the factor'es
. now exis ing or those which can be estabishel in future will be able to compete
" with foreig1 manuincture.s. A suzar fastory was establishel in Allahabad
i which pioved a fai ure; another has been sta.ted at Pi'ibhit in the Robi'khana
Division, it is not as yet working, I am to’'d, with profit.

“ It is therefoic the bounden du'y of the Government to he'p the factories
by providing experis who can give p.opar alvice for ma.ufactu:ing sugar. In
oider to p ese:ve the rugar indusiry of India and place the local fuctoriesin a
pos.tion to compete with forcign manufactu.ers, all necessary help should be
given.

“PResides other considerations the establishiment of such factories will give
employment to a class of men who at p-esent find it ve y diTicu't to get work
for which they have been tra‘ned; these are mechanical engineers and
: chemists who have taken Univesity degrees The complaint is frequent'y
made that the educated classes do not go into business, but, in the Uniiod
P.ovinces, there is very little business to go into. It the sugar indusir'es be
- brought to a thriving condition as the coiton industry iz in Bombay. our
educated olasses would have the sawne openings as the corresponding classes
have in Bombay.

*Some foreign courtries did go so far as to give bounties with the view of
introducing and encouraging manufacture of sugar by their people. The 1e-ult
was that after a time the sugar manufaciurers of those countries were able not
only to comgefo suoces:fully with India in driving her out of their marke:s,
but to send their aiticle to this country to lLe sold tothe detiiment of the
indigenous manufacturer.

* 1t may be said that the propored enhancement in the rate of customs duty
on sugar will be protective and against the policy of fiee tiade which finds
favour with the authorities. 1t would bLe altogether out of place to discuss
the 1espective merits of protection and fiee trade in connection with the
Resolution moved by me. But, 8ir, I mige that the exigencies of the case
require exceptional measuies to be taken by the Government That eminent
i German economist, Frederick List, has said in his work, that wlhere theie is a
% comEetition between a country backward in industry and countiies which are
1 much forward, it is the duty of the State to intervene, and in order to
* foster such indigenous industiles of the country as can be protected and
g fostered, protection based on judicious minciples should bLe 1esoited to.
. Germany, America, Austiia, Russia and other Western countries have been
_resorting to protection, in order to build up their own industries. Japan
{ has been doing the same. England a'so at one time fol'owel the same
- principle. In order to foster and encourage her industries, she did not refiain
“ifrom imposing a duty at the rate cent. per cent. on the goods imported
from the East. The prayer is to adopt the same course in orler to protect and
&reserve sugar industry of India, which is threatened with sueh imminent

nger and cannot maintain its position unless eflicient and exceptional steps
" are taken by the Government.

“ It may be said that by raising the duty on sugar the Indian consumer
would be put to an extra expense, ashe will have to pay a higher price for '
that aiticle. In the fiist place, 1 do not admit the correctness of the proposition
that the imiosit.ion- of, or enhancement in, tariff does necesarily rai.e prices.
Experience has shown that such has not been the cae in many instances, But,
as a matter of fact, the majority of the Indian population, specially the Hindus,
would be too glad if they would get indigenous aiticle instead of imported one.

T T A
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They do not like imported sugar on account of religious scruples. In many
places fraud is practised upon the Hindu consumeis by the deulers in refined
sugar who give a little yellow colouwring to Java white sugar to pass it off as
indigenous sugar. The dealers thus profit by fraud at the cost of the consume:s.
Indiavs aie eager to puichase even at a higher price sugar made in their own
country. My Resolution does not deal with a subject which is a ncw one. It
was brought to the notice of this Council two years ago by a Resolution moved
by my Ilon'ble friend Pandit Madan Mohan Malaviya though in a different
shape. The Hon'ble Member in charge of the Department of Indu try
and Commerce was pleased to admit that the 1ise in the import of foreign
sugar was with an ‘alarming rapidity.’ He was further pleased to ray
that the ¢ Government were ful'y alive to tho respousibilities in respeet of
the sugar industry.’ Ile negaiived the amendment, for the appuintment
of a committee to inquire into the present oonidition of the industry, moveil
by the Hon'ble Mr. Gokhale, on the ground that the appointmient of such
a commitiee would have tended rather to suspend the activities then going
on than to promote the improvement of the indusiry. Two years have passed
since then.  During these two yeais theie has been no improvement in the
situation, on the contrary, it has grown worse. The import of foreizn sugar
has been advancing more and more ; the danger ol agiicultural loss has been
increasing enormous'y, and the graviiy of the situation has been growing
worse and worse. By subjecting foieign rugar to an enhanced customs du.y
the indigenous manutacturer will gain at least some advautage over his 1ival
foreigner, I, theicfore, beg to recommend the Resolucon for the acceptance
of the Council.”

The Hon'ble Raja Kushalpal Sinyh:—“Mr Presilent, I
have great pleasure in scconding the Kesoluticn movel by my fiieud the
Hon’ble Rai Sri Ram Bahadur.

“ As pointed out by the Hon'ble mever, the area of arable land devoted to
sugarcane cullivation shows a marked tendency towarls contraction, whi'e the
importation of foreign sugar is going foiward by leaps and bounds It was
not so very long since that the people of India had no 1easou to look abroad for
the mﬁneL{ sugar which they consumed,—incecd, after fully supplying their own
nee ls by their home production, they were ab'e to export large cousiguments
of the best sugar to other countries I awm referring, ol course, to what India
was ab'e to do under the auspices of the llast India Company. But since
those days, the sugar industry of this countiy has been steadily and even
ruinous y giving way beforce foreign competition stimulated by the prineip'es
of trce trade. As a consequencoe, Java sugar has poured into India and
captuted her markels: Duiing the last quinquenniwn, the impoits of this
foreign sugar have risen from 7,159,088 cwt. to 10,007,633 ewt, a tiuly
ominous rate of inc:ease, and the agricultural prospects cf our provinees look
dismal indeed. To take another line of commercial industry,—the introduotion
and increasing importation of synthetic indigo has brougat about the supe.sos-
sion of vhe vegetable dye. Again. close on the heels of this loss of indigo cul-
tivation has come the stop put to the growth of the poppy plant which at least
served the purpose of an excellent rotation-crop It was hopel that sugar-
cane would take the place of the inhibited poppy, and it was not an unreasonuble
expectation that when Goverament laid an ewbargo on the cultivation of one
crop, it would, by way of balance, encourage the growth of another crop to
take its place. Yet, notwithstanding the extension of canal irrigation, the
cultivation of sugarcane has shown no appreciable increase. Un the contrary,
in some distriots, the area under canc has been sieadily narrowing down, 'The
discovery, all about. of many old. ahandoned Kolhus or stone-presses still testi-
fies to the once widely extended cultivation of sugarcane The enormous
extent of the imports of foreign sugar into India is simply killing iadigenous
industry in respect of this article. Iactories, one after another, have Leen
obliged to close up or to contract their operations, and the number of factories
that survive keeps annually decieasing. The loss thus aceruing to agricultuwe
is becoming very serious, for cane is now in request only for gur-making, or

-



476 CUSTOMS DUTY ON SUGAR.

[.Ra;}:r I(m{]mlpai Singh ; Maharajo Manindra Chandra [17TH MarcE, 1918.]
andt. o

to'be cut in pieces for chewing. ‘Gur does not find much of a sale ; indeed,
there is already a glut-of it in the market.

“ The total arca under sugarcane in British India, during 1911-12, was
2,331,700 acres, of which the United Provinees account for 1,340,637. 'The
decline in the sugar industry will therefore affect our provinces most disas-
trously. From the figures given in by the IHon’ble mover, it is clear that
Java is far ahead ‘of India, both in (1) the cultivation of cane, (2) the manu-
facture of sugar. Sugar, which has always been one of the greatest staples of
these provinces, cannot but feel a serious set-back from the agzressive compeli-
tion of the imported artiole. Mr. Moreland, . late Director of Agiiculture,
showed ‘that superior foreign sugars could be landed in India, at prices givin
them an easy advantage over what indigenous products could afford to be sol
at Englishmen are not keen about starting industiies in non-industrial
countiies where all the workmen taken on have to be trained, and wheie the
;:achiuery in use isalways liable to break down, or to get out of order some-

ow.

“The pionecrs of new industries must always be prepared to meet some loss
at staiting. ‘Our provinces reveal .a great Jack of euterprise. Our sugar
industry, if it is to be piotected and saved fiom utter collapse, wou'd seem tto
call for the adoption of some safeguarding measuics by the Government wof
India. I .do mot plead for the imposition of any general import duty, nor+do
I ask for any protective duty to foster.a new industry. All that I  advocate :is
the protection of a laige existing industry, which is clearly threatened with
extinction by foreign competition.

“ The duty levied on tobacco has brought into cxistence -a large number of
cigarette manufactories. Bimilarly, the imposition of an additional -customs
duty of & per cent. on imported suFa.r would give an enormous imretus to

ricultuie in the way of a wider cultivation of this valuable crop, and would
also stimulate in the way of multiplying the number of sugar factories and
refineries. Indian consumers have no liking for foieign sugars, and are at
resent cheated by adulterations of every kind — Not alone the pcople of
ndia, but Government also, will be benefited by the enhanced customs duty
recopmended ‘above. There is no staple of impoits that could so well bear an
additional duty as sugar, without in any way hampering trade or Jaying an
undue burden on the consumer. An addition of 5 per cent. at current values
for sugar would mean .raising the prioe to the ultimate consumer by a trifle
over one pie per seer ; and this would constitute no real hardship.

“ I caloulate the quantity of sugar impoited into India at about 12,000,000

owt. Taking an all round figure of R10 per cwt. as its value, the’

roposed increase of duty would bring into the Exchequer an additional 60

Bxkl[::sof rupees. With these few words, I beg to 1ecommend the Resolution
for acceptance by the Council.”

The Hon'ble Maharaja Manindra Chandra Nandi:—:*
“Bir, I beg to support this Resolution. 1t is an admitted fact that sugaris
being imported into India in inereasing quantities every year, and it is also”
known that in many instances suﬁ: impoited from foieign countries is able
to undersell indigenous sugar. This is due to what is known as bounty-fed
sugar by which the State subsidises the exports of sugar so that even alter
paying the freight to India, importers of foreign sugar to this country
are able to sell sugar at lower prices than the sugar manufactured locally
in India. The result is that, whiie the produce and manufacture of sugar -
in India itself are diminishing, the impoits of sugar are constantly and even
alarmingly increasing. This proves that there is no falling-off in the con-
sumption of sugar in India, but indigenous sugar is being driven out of
the market in consequence of the competition with imported sugar which is
subsidised by the States of the countries whence they are exported. = The -
raising of the customs duty by five per cent. will have the effect of placi
indigenous sugar on terms of greater equality than at present with imported

i
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sugar, and I bhope the proposal will receive the assent of the Council. Every
State has to encourage and protect its own manufactures, and when an industry,
so important as the sugur industry of India, is threatoned by an unequal
competicion with imported sugar artificially cheapened by State subsidies, the
Government will be fully justified ia raising the duty on this particular article
of import.”

The Hon'ble Sir Charles Armstrong :—“ Sir, the mover of
this Resolution has told us that, if an additional duty of & .er cent is put on
sugar, we shall raixe, I think he said, 60 lakhs of iujces, and he has further
told us that this 60 lakhs of rupees would not in his opinion fall upon the
consumer. We have also had from the secondor of the Resolution the remark-
able statement ‘that the Indian people have no liking for fereign sugar.’

“ Well, I begto differ from the mover of the Resoluiion as 1egards the
question of the 60 lakhs of rupees. I feel certain that, if we do impose an
addidonal tariff on sugar, praciically all of it would be paid by the consumer
in this country ; and L think the reason why foreign sugar is pieferied to
Indian sugar 1s this, because it is altogether a bet:er olass. The peaple of this
country, wich their increasing wealth, now require a beiter olass of sugar than
they had formerly, and this, I think, accounts for the very largely inc:eased
impoits that are now voming in from Java. The production of sugar in this
country is, of course, very iarge, and I feel certuin that, if the people of this
country would only produce 1efined sugar of a olass similar to that which
comes in from Java and other foicign countries, tho people of this country
would be exceedingly glad to buy it. ”

The Hon'ble Rai Sita Nath Roy Bahadur :(—“8ir, I rise to
support the Resolution which has bee. so ably moved by my Hon’ble Colleague
Rai Bahadur Sri Ram. I do not wish to dilate upon it and inflict a speech
upon the Council on the subject. I shall-only state a few simple facts. In the

esent state of the industry in this country, the total extinction of the sugar
industry is now a question of a few years only.

“The manufacture of sugar has been an important industry in India for a
very loag time, speoially in the United Provinces and in Bengal. In our part
of the country, not only sugarcane but date molasses are also used in the
manufacture of sugar. Who in Bengal has not heard of the names of such
places as Kotchandpur, Keshabpur, Manickgange, eto., once noted for ths
manufactureof sugar? The whole demand of Bengal used to be met mainly from
these placesand partly from IKashi, that is, Benares. Who has not heard the

.name of the fine sugar which usod to come from Benares? DBut now it is
difficult to get a chatak of this commodity in its purest form in the bazaar.
‘Why is this? The reason is that we cannot compete with the foreign import-
ed sugar on account of its cheapness.

“The sugarcane area is being contracted day by day in a marked way,
whereas the imported sugar is going up by leaps and bounds. The faot is that,
in the preparation and manufacture of imported sugar, latest up-to-date scien-
tifio methods are applied, whereas our people still stick to the primitivo
methods with the result that the Indian sugar cannot compete with its

foreiﬁn rival. Something ought to be douae to protect this industry. It gave

employment to lakhs and lakhs of people. They are now entirely thrown
out of employment.

*“The extinction of this industry is undoubtedly a great calamity. But how can
we protect and preserve it? We must have to adopt the latest scientific methods
in its preparation and manufacture. Government is also doing something to
help us in that way; but that will take some time. Unless in ‘the meantime
we take some steps to keep this industry alive, how can we preserve it from
total extinction ? Herein comes the necessity of this Resolution. Wo must so
raise the import duty that our interests may be adequately safeguarded. But
then some people would object to the raising of this duty, beoause they would
say it is protective. It may be so, but there is nothing intrinsically and
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sinister in protection. In the peculiar circumstances of the country, protec-
tion has become necessary.  Protection versus free trado is like the swing of a
ndulum, both are necessary. Itisonly the time and circumstance which
etermine which of the two is to be adopted. We may take the casc of Eng-
land as an illustration in point. It was at first protectionist, now it is fiee
trader, but already the pendulum has begun to swiug on the other side, for
there is a considerable body of public opinion which advocates protection.
Then another objection may arise that the piice of the commodity would be
increased, but that would be a very small cvil considering the benefit that
would otherwise accrue to the country. This temporary inconvenience is for
th"ia;h u!timate good of the country, therefore we should be prepared to put up
with it. :

*8ir, most of our arts and industries which used before to support millions
and millions of our people are already dead and gone, and Government has done
litt'e or nothing to keep them alive. Germany and other European countries,
and Japan in the East, have been doing all they can either by subsidies or by
protective duties to encourage their respective arts and industries, but here we
are told that India, being a part of the British Empiie which follows the policy
of freo trade, Governinent cannot allow protective duties to be impose!l, and
that the result of such duties would be to raise the pice of sugar. But, Sir,
sugar unlike salt is not a necessity of life but a luxury, and it is mostly con-
sumed by the higher and middle classes, and as such it cannot piess heavily at
all on the masses. In my opinion the good would prepouderate over the evil,
and our people are prepared to, and would cheerfully, pay the increased price.

“ With these few words, Sir, I beg to support the Resolution.”

The Hon’ble Maharaja Ranajit Sinha of Nashipur:—
*“8ir, I beg to support the Resolution moved by my Hon’ble friead Mr. 8.1 Ram.
My friend, 8ir Charles Armstrong, has said that the people would piefer cheaper
and at the same time fine sugar ; Dut on behalf of the Hindus, I may at once say
that they would prefer indigenous sugar to foreign sugar, and they would
not grudge even to pay a higher price for the indigenous sugar because they
have re'igious E;:juclioes against the foreign sugar. Many tunes the sel ews
cheat the purchasers in that way, by selling foreign sugar in' the name of the
indigenous sugar. -I think that, if an additional custows duty be imposed,
this-will raise our revenue and at the same time it will not be oppressive on
the people who consume the sugar, especially among the Hindus. With
these few words, I suppoit the Resolution.”

The Hon'ble Sir Gangadhar Chitnavis :—“8ir, in view of
the facts that Government is alive to the importance of the revival of the
indigenous sugar industry and that both Governinent and the people are
making serious efforts all over the country, the Central Provinces included,
for the improvement of sugarcane and of the manutacture of cane sugar,-.a
Resolution like this should be acceptel. A surtax of 5 per cent. upon
imported sugar will have an encouraging effect upon, and will accelerate the
recuperative progress of, the domestic industry. The consequential slight
addition to tEc price will, I believe, make the business remunerative, and
attract more capital into it. Besides, the wholesome effect of the suggested
duty upon the finances of the Government cannot be overrated, in view of the
fall, and the inevitable ultimate collapse, of the opium revenue. With these
remarks, I beg to support the Resolution.”

The Hon’ble Mr. M. W. Fenton :—“Siy, there are one or two
statements in the speech of the Hon'ble the mover of the Resolution which call
for comment. A great deal of sugarcane is grown in the Punjab, and,
whatever may be the case in the United Provinces, I can say from experience
that it is not the case universally that such reduction in the area under sugar-
cano as has taken place in the ];unjn.b is due entirely to the competition of the
imported article. There is one part of the Punjab with which I am acquainted
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which was at one time famous for the production of sugar. I happened, as
Dc‘mt-y Commissioner of the Jullundur district, to be inte.ested in the industry,
and I made a special study of the subject the:e. At one time in that distiict
there were o l]argc number of village 1cfineiies, and the local agricultmal
population grew sugaicane solely for them, handing over the produce of their
fields to the 1efineries which were chiefly in the hands of members of the
Khattri and Bunya cluss. At that time there Khattiis had a very finn hold
on the-agricultural population. They weie their eiediiois and they held
mortgages on their fields, and as a consequence of that condition, they
requirted their agiicultwal clients to sell to them the juice expressed irom
their cane.  But in the course of tinie we got the Land Alienation Aet—one
of the most advantageous 1mcatures to the agiicultural population that was ever
Fassed in the province ; and as a consequence of it, and also of the co-opciative
yanks movewent, the agricu'twists g adually managed to get clear of the
domination of the ¢.editor clas-es ml(]hbegan toefuse to sell their sugar to the
refineries  Instead of doing so they converted it all into gur, which is
eve;ywhere the form in which sugar 1s used by the agiicultwal c'asses. Now
it cannot for a moment be said that the production of gur is unprofitable but
the quantity produced is conditioned by the requirements of the ngiicultural
popu ation. Even in the new colonies of the tunjab when the agiiculturists
grow sugarcare they g.ow it with the object of polducing gur, ¢e., unrefined
sugar, and not of produciag something that can be so'd to ajefineiy I douht
if there are any refineries in the area of the Clienab colony. It will Le
seen then that there is not really any competition between the produce of
the suvarcane fields and the imporied aridcle. Gur and 1cfined sugar are two
quite distinct and separate commodities.

“ Imported refined sugar, as Sir Charles Armstrong has said, is better
quality of sugar than what is now produced in the countiy, and that fact
in itself suffices to account for the failuie of the latter in the market in
competition with foreign sugar. There is another influence which has been
responsible for reducing the area under cane. There is the competition of wheat.
‘Wherever wheat can be grown, agriculturists will prefer it to eveiything else.
Its mea and its percentnge of total cultivation is extending every year. At
the time that the cultivation of opium was abolished in the plains of the
Punjab, a doubt was felt whether Government wou'd not have to give com-
pensation to those agriculturists who were prohibited fiom growing that
crop; but an inquiry showed that the profits of growing wheat really
exceeded those which were obtainable from growing the drug. There are
other crops too which compete with sugar. Barley, for instance, is ccming
into demand on account of the discovery made in England that the Indian
barley is especially good for malting purposes. Lastly, among unfavour-
able g;.ctors, there is the great labour involved in the cultivation of rugar;
and, as everyone knows, the cost of labour is going up in the Punjab
Piovince by leaps aud bounds. Of course there are other ways of encouraging
the production of sugar in this country, which no doubt are engaging the
attention of the Agricultural Department. Iun connection with an application
for a very large grant of land in one of the new colonies, this question came
under the consideration of the Local Government and is still under its consi-
deration.

* Lastly, I would mention that this Resolution, if adopted, will be a very
serious blow to the towns-people of the Province. Whether or not it advant-
ages the condition of the agriculturist, it will press very heavily on the towns-

op'e. Already they have to pay in most municipalities an octroi duty of
8} per cent ad valorem in addition to the 6 per cent. duty at the poris—a
total of 8} per cent. This would be raised to 13} per cent. by the addition
now proposed.

1t is not my concern to champion the interests of these towns-people.
They have no doubt got a great many representatives in this Council. But I
think it is necessary that the Council should understand that the effect of
this measure will be rather to penalise the towns’ population than to secure
anything for the benefit ¢f the agriculturist.”



480 CUSTOMS DUTY ON SUGAR.
[ 2fr. Madhw Sudan Das.), (17t Marcs, 1913.]

The Hon'ble Mr. Madhu Sudan |Das:—* Sir, situated as we
are, I should not at any time be inclined to move a Resolution of this
nature recommending in a definite form a customs duty on a particular
article. It gives us all the same on the present occasion when these two
Resolutions have been brought forward in the Council an opportunity which
I do not like to lose of giving expression to a growing feeling among the
educated people here that England is expected to make some sacrifice in
the interests of India when there is a sufficient reason for it, when a strong
case is made out for a concession in the nature of a departure from her free
trade policy. I do not believe that this Resolution will be acceptable to Govern-
ment, but I still hope that, when the Hon’ble Member replies to this that at.
some future time, a Resolution like this involving a modification of Eng'and's
policy will be found acceptable to Government. TFor after all these matters
must be controlled by the Government at home. Some of the speakers who
have supportel this ]{csolution have referrel to the desire on the part of a
certain portion of the population of India to prefer country-made sugar to the
sugar imported from Java or other foreign countries. This is not a safe argu-
ment to go upon in moving a Government to levy customs duties, for does not
that argument imply that just because a certain section of the community wishes
it another section should pay the tax. At the same time it is entirely under the
control of the section of the community, who do not wish to use foreign sugar, to
drop the use of it and confine themselves to the use of sugar of country produce.
That is a practical way of carrying out the wishes of the community. At the
same time we know that almost all Indian sweetmeats are made of imported
sugar. Sugar tastes all the same when it comes into confectionery, and there is
nothing to tell us from what part of the country it comes. We should, as I
said Dbefore, when the proper time comes, make a strong case and put it
before the Council. The evidence of the case should show reasonable chances of
developing some industries in an organised form in this country; and that: the:
in lustrics when developed would be of such a form and be in such- proportions
that they would safely compete with the fo eign industry in'that line ; andthen
we should ask Government whether for the benefit of this infant industry,

rotection should not be given for a time. Permanent ection I do not
lieve in. India must be propared- to fight with the world. It is no use
saying that we must be under the protection of this rule or that' rule for ever.
I do not think that of the Hon’ble Members who ha- e spoken in support: of this
Resolution, any one has given facts to show that even in the near future there
is any chanoce of developing this—sugar manufacture as an indigenous industry
in this country. The difficulties are many. Wo have heard to-day of' the
poor ryot cultivating his sugarcane. If industries are to' be developed in
the same line and in the same manner as in foreign countries, they must be
organised ; a large amount of capital will have to be put in; all that-is-
necessary for the success which the industry has achieved in foreign countries
will have to be secured.: Now let us take a particular instance—a capitalist
Jays out his money, he will not have under his control every ryot who grows
sugarcane. Unless he has land enough to oultivate sugarcane, he will not he
‘eparel to risk his capital, leaving the ryot to dictate terms to him. As India
1s situated, we have got ryot’s right in Jand and the ryot can alivays be in a
position, which you may call; of independence to dictate terms to the buyer of
the produce of the soil. Therefore I said when I spoke a short time ago that
we are not trying to develop indigenous industries. With us it-is not a work of
evolution, it 18 a work of reévolution.

“ Ot course in Java the sugar industry was started at a time when land
in Jarge areas could be had. Capital flowel in and consequently the industry-
flourished Whore are those chances now in India ? I think it would he very
difficult within any prescribed area to purchase 2,000 acres of land in one

'ot. Then, Sir, sugar is a thing which 18, I suppose, used ver{ largely. May
mention to my Hon'hle Col'eagues the fact that Java not-only sends to this
country refinel sugar, but' a rejected bye-product of sugar is also imported into
this country in the form of what is ca.ﬁed-ohs'uy gur; and'is used for makings
the. kooka tobacco. That is an impure form of sugar which. is- used very:
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largely. Now, has anybody been able to undertake to produce that in India?

“Then I am sorry that 1 cannot support the Resolution, because when
we come to look at the gquestion from the point.of view of practical politics,
it will do us no good to have protection without knowing for how long that
protection is wanted for developing the indigenous iutfustry. Of course if
sugar is subjected to a customs duty like the onc proposed, wo will not have
sugar-coated pills from doctors, as they will have to be taxed. Not only that,
but some time ago I saw that the Customs Oflice in England held that some
leather imported from Australia was held up (for customs) as being weighted
with sugar ; and I read the other day Australia is retaliating’ by rofusing to
receive English leather as being weighted with Barium Chloride.

“On these grounds I think, Sir, T cannot support the Resolution.”

The Hon’ble Mr. V. R. Pandit :—* Sir, I had no desire to take part
in the discussion of to-day. It was my impression that the subject of the im-
position of a higher duty on sugar had heen discussed threadbare in this Council,
and membors were already aware that a proposal to adopt protection, pure
and simple, would not be accepted by the Government.  Yet it was admittedly
the policy of the Government that for the purposes of revenue any customs
duty that may be required could be impr)se(‘ without laying themselves open
to the cha at any partioular form of protection was being resorted to.
Now the Hon’ble mover of this Resolution has simply asked for an additional
customs duty of Rs. 5 per cent. to be levied on sugar.  The discussion that has
proceeded has not kept in view olearly the distinction hetween proteotion,
pure and simple, and the imposition of a small amount of duty in excess of
what is being lovied at present. It had been mentioned in the course of the
debate that took place on another Resolution this mornine, that the necessity
for supplementing the present resources of the Government, in view of the
total loss of opium revenue, if' it has not actually arisen, would be likely to
arise vory soon, and in viow of that necessity, any reasonable proposal to
augment that revenue by any particular means should bLe welcome and prove
most helpful to the country and to the Government. The proposal now before
us is one which may be described as falling within that category, and con-
sidering that great efforts are heing made i1n all the Provinces, ut any rate
in those Provinces where there is a good prospeot of reviving or improving
the sugar industry, it ought to receive careful consideiation at tho hands of
the Council. 8ir, it has been pointed out times without number that sugar-
cane cultivation, which at one time was very extensive in several parts of the
country, has dwindled of recent years, and now with the progiess of irrgation
throughout the country there is a prospect of that eultivation increasing and

iving a great impetus to the - sugar industry, if it could be worked to the

enefit of the country. Vhen, theiofore, we have the cuso of an industry
whioh has great potentialities, and when aslight iinpetus to that industry
might give it the advantuge which it temporarily desiies, and which in the
course of a few years' time standing upon its own legs it might easily discurd,
I think the caso is & very strong one and falls within the category of those
cases which the Hon'ble the 1finance Member referred to this morning as
I?Egit:imsta at any rate from the theoretical, if not also from the practical, point
of view.

“ Now, the imposition of this tax or this additional customs duty—to put
it correctiy—wouldp not necessarily mean great hardship to the people who
consume sugar, The rise in price which it might entail would bLe so slight as
to make it scarcely perceptible; and if the indigenous manufacture of sugar is
thereby greatly encouraged and improved tosuch an extent as to bring the
prices of indigenous sugar down to the level of prices current at present so far
as imported s is concerned, then the hardship will certainly be remedied
before long. reference was made during the discussion to the patent fact
that there is on the part of certain communities an opposition or a disinclination
to the use of sugar imported from other countries in the manufacture whereof

oonsider that some articles are used which are largely abhorrent to their
sentiments. Is it not desirable, if such a feeling does exist, to take advantage
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of the circumstance by every means to encourage the manufacture of indigenous
sugar and to give a greater impetus to the sugar industry ?

“From all these points of view, it scems to' me that the Resolution of the
Hon’ble mover deserves the most favourable consideration from Hon’ble
Members of the Council. With these remarks I support the Resolution.”

The Hon’ble Sri Rama Raya of Panagallu :—* Sir, I rise to
support the Resolution moved by iy friend the Hon’ble Rai Sri Ram. The
Resolution has two objects in view--the recoupment of Indian finance and the

rotection of the indigenous sugar industry. Either of these objects is good in
itself, and I have no doubt the Hon’ble mover has striven to make out o strong
case for both. The deficit caused by the loss of opiun revenue will have to be
somewhat madeup. There is the problem before us. The Hon’ble mover offers
a solution. He recommends the imposition of an enhanced duty on imported
sugar. The solution appears'to be reasonable. The proposed enhancement of
duty will not bo a hardship on any particular class of people, because in India
all “classes of people use sugar in one way or the other. The burden will be
shared by all classes,

“ Again from an agricultural standpoint, the Resolution has its own
importance.

« Artificial indigo has practically put a stop to the indigo oultivatior in
India, and engagements with China have discouraged poppy cultivation. Now
sugarcane cultivation is being threatened by foreign competition. As I have
pressed more than once before this Council, agriculture is the mainstay of
India, and millions live by agrioulture. If the cultivation of the really paying
crops is allowed to be dropped for somo reason or other, I fear ‘ere long the
agriculturists will have to git'e up their agriculture and be altogether out of
employment. It is the duty of Government to take measures to avert this
danger. - On these considerations I have no doubt that the Resolution will
commend itself to the Council.”

The Hon'ble Mr.  R. W. Gillan :—*“8ir, the subject which the
Hon'ble mover of this Resolution has brought before the Council is one that
‘must appeal very strongly to everyone who is at all interested in the primary
industry of this country—I mean agriculture; and as it happens it is a subject
the appeal of which in mly case might almcst be described as a personal one.
Ten or twelve iears ago 1 was Settlement Officor of the district over the river,
and every one knows that a Settlement Officer is extremely jealous for the stabi-
lity of his assessments. Now 3leerut in the matter of sugar cultivation is the

remier district in the premier Province of India, and I very carly learnt the
esson that my assessments might very possibly break down if anything very
serious went wrong with sugar. -

“The first point then perhaps which I might make, and I am still approach-
ing the subject from a rather peisonal point cf view, is that so far the settle-
ment of the Meerut District has not broken down. Only the other day an dld
gentleman came to see me from that district, and be took up a good deal of “my
time in describing how smoothly the assessments were running. It is true that
at the same time he mentioned incidentally that he would like to engage my
sympathies on behalf of, I think it was a nephew, whose exceptional qualifica-
tions for the ;lmst of Sub-Registraiship bad been overlooked by the local
authorities, and it is of couise prssible that his repiesentation of the fiist object
-of his discourse was rather colourel by rosy anticipations regarding the second..

“ However, we have always our statistics. The Hon'ble mover of the
Resolution has drawn a very gfoomy picture of the sugar industry, and I think
he said that, in the last two yeais, that is since a Resolution was moved in this
Council by the Hon’ble Pandit Madan Mohan Malaviya, things have been
Eoing from bad to worse. Well, the Council will have to judgcea between us;

ut I profnose to attempt to show the exact contrary. I begin again with
Meerut. In Meerut, the cane aiea in 1801-02 was 115,000 acres. The ten
years average, up to 1910-11, was 120,000 acres. In the last two years it has
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gone up to 145,000 acres. I think, Sir, we may be quite happy ahout the
Meerut settlement. Taking tho United Provinces as a whole, against a ten years”
average of 1,200,000 acres in the last two years the acreage has gone up to
1,840,000 and again to 1,424,000. Ierc again the signs of decay are far from
prominent. Yor India as a whole, we learn from the final memorandum which
we have just received, that the cane area in eight provinces in the current year
is likely to Dbe b per cent. higher than it was last year, 9 per cent.
higher than the avernge of the last five ycars, while the outturn is esti-
mated to be tho highest on record. This has been described as a dying indus-
try, but need we now despair of the life of the patient ?

“ There is another point of view. In recenl years a great deal has been
done to improve the sugar inlustry. Officers have been sent to Java, to
Hungary, to Egypt. The introduction of improved varicties of cane has been
considered, and a cane-breeding farm has been established in Madras. Great
efforts have been made to bring in a system of small scale manufacture which
would be suited to the peculiar conditions of Indian agriculture. At the same
time assistance has been given to large central factories, and in the United
Provinces a sugar expert has been appointed. A gratifying feature of the
recent history of the casc is to be found in the signs of success that have
accom]pa.nied these endeavours. I will just mention three points. In the
first place, it seems that the cultivator is likely to take to improved varieties of
cane. It is reported that there is a selected variety of Mauritius cane which
is rapidly growing in favour, and which, in the neighbourhood of Aligarh,
seems hkely to oust the local varieties. Secondly, while the outturn of sugar
under indigenous processes of manufacture is only about 3 per cent. of the
cane operated on, the Hadi process gives nearly 6 per cent. I need not
dwell on this point. The osair)ilities in this direction are cbviously very

t. And lastly, there has been, at any rate in the United Provinces, an
increase in the number of large factories. In 1007, there werein that Province,
apparently only 2, both of which were European refineries. In 1911, there
were 8, three owned by companies with European directois, one by & company
with both Indian and European directors, one by a ﬂompan{ with only
Indian directors, and 8 privately owned, of which 2 belonged to banniyas and
one to a Rajput. I have noticed also in a repoit by Mr. Coventry a reference
to a faotory—this was, I think, in Bihar—prudently financed and carefully
managed which has paid even when sugar was at its lowest gricc, and this,
he sayr, demonstrates the possibility of making white sugar in India at a profit
even when the product is selling at its minimum piice. One swallow of
course does not make a summer; gut that is surely a very significant remark. /

“I know there is another side to the shicld, tho side which members who
have spoken on behalf of this Resolution have emphasized, namely, that there
has been an enormous increase in our impoits of sugar, and that there are ve
great difficulties to be faced in developing the industry under Indian condi-
tions. But, at the same time, I think we are entitled t» ask, in view of the
faots I have placed before the Council, whether the condition of the industry
is so serious as to require the administration of what I think some pcople
might call the oxygen tie.tment recommended by the Hon’ble mover.

“ Finally, 8ir, I should like, in a word, to link on this matter with the
ganeml discussion which we have had on the Resolution moved by the Hon’ble

ir Gangadhar Chitnavis. All I have said suggests, I think, that no case
has been made out for any special or urgent treatment of the sugar question,
and it would be very difficuit to adopt this Resolution unless and until we
adopted the principle of protection. But does uot the iecent history of the
sugar industry suggest certain doubts about that yninciple? Does not that
history suggest that, if the industry bad been protected, the same keenness
and energy would not have been shown in improving it? Ts it not probable
that the industry would have gone very comfortably to sleep with unimproved
methods and with high prices at the cost of the general public? And is it
not possible that by more direct methods, by the devclopment and improve-
ment of the industry, we may succeed in conserving the interests both of the
manufacturer and of the consumer? "
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“In dealing with the Resolution I have referred to, the Hon'ble Finance
Minister said as follows:—* Until our endoavours to improve our industrial
methods and organization in general have hopelessly failed, we can hardly
call on the State to assist us by protecting our industries at the cost of the
enormous number of our very poor consumers’ All that T have said, Bir,
leads up exactly to this position, and I am afraid it is not possible for the Gov-
ernment to accept the Resolution.”

The Hon'ble Rai Sri Ram Bahadur :—* I would prefer a divi-
sion on this Resolution.”

The Council divided and the result was as follows :—

Ayes—10.

The Hon’ble Maharaja Manindra Chandra Nandi; the Hon'ble Raja
Kushalpal Singh'; the Hon'ble Rai Sri Ram Bahadur; the Hon’ble Nawab
8aiyid Muhammad ; the Hon'ble 8ri Rama Raya of Panagallu; the Hon'ble
Maharaja Ranajit S8inha of Nashipur; the Hon’ble Raja Saiyid Abu Jafar; the
Hon'ble Rai Bita Nath , Bahadur; the Hon’'ble Raoc Bahadur V. R.
Pandit ;. the Hon’'ble 8Sir G. M. Chitnavis.

Noes.—44.

The Hon'ble 8ir Guy Fleetwood Wilson ; the Hon’ble 8ir Robert Carlyle ;
the Hon'ble Sir Harcourt Butler ; the Hon’ble Mr. Clari ; the Hon’ble Sir
Reginald Oraddock ; the Hon'ble Mr. Hailey ; the Hon’ble 8ir T. R. Wynne ;
the Hon’ble Mr. Monteath ; the Hon'ble Mr. Baunders ; the Hon’ble 8ir A. H.
MoMahon ; the Hon'ble Mr. Wheeler; the Hon'ble Mr. Enthoven ; the
Hon’ble Mr. S8harp; the Hon’ble Mr. Porter ; the Hon'ble Bir E. D. Maclagan ;
the Hon'ble Mr. gillan ; the Hon’ble Major-General Birdwood ; the Hon’ble
Mr. Michael ; the Hon'ble Surgeon-General 8ir O. P. LuKis ; the Hon'ble Mr.
Gordon ; the Hon'ble Mr. Maxwell ; the Hon’ble Major Robertson ; the
Hox ble Mr. Kenrick ; the Hon’ble Mr. Kesteven ; the Hon'ble Mr. Kinney ;
the Hon'ble 8ir W. H. Vincent ; the Hon’ble Mr. Carr; the Hon'ble Mir
-Asad Ali Khan ; the Hon'ble Bir 0. Armstrong; the Hon’ble Bir Ibrahim
Rahimtoola ; the Hon’ble Mr. Maopherson ; the Hon'ble Mr. Maude ; the
Hon’ble Mr. Madhu Sudan Das ; the Hon’ble Mr. Qumrul Huda ; the Hon’ble
Mr. Arthur ; the Hon'ble Major Brooke Blakeway ; the Hon'ble Malik Umar
Hayat Khan ; the Hon’ble Raja Jai Chand ; the Hon’ble 8ardar Daljit Singh ;
the Hon’ble Mr. Fenton ; the Hon’ble Mr. Walker; the Hon'ble Mr.
Arbuthnott ; the Hon’ble Mr. Eales ; the-Hon'ble Maung Mysé.

.So the Resolution was rejected.
The Council adjourned to Tuesday, the 18th March, 1913.

W. H. VINCENT,

Secretary to the Government of India,
Legislative Department,
DewvnI, }

The 22nd March, 1918.





