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GOVERNMENT OF INDIA.
LEGISLATIVE DEPARTMENT.

PROCHEDINGS OF THE COUNCIL OF THE GOVERNOR GENERAL OF INDIA,
ASSEMBLED FOR THE PURPOSE OF MAKING LAWSB AND REGULATIONS
UNDER THE PROVISIONS OF THE INDIAN COUNCILS ACTS8, 1861
TO 1800 (24 & 26 VICT., c. 67, 66 & 68 VICT,, c. 14, AND 8 EDW. V1I, ¢ 4).

The Council met at Government ITouse, Caleutta, on Thwrsday, the 7th March
1912.

PRESENT :

His Excellency BaroN HARDINGE OF PENSHURST, P.C,, G.C.B., G.0.M.G.,
6.C.V.0., @.M.8.1, G.M.L.E., Ficeroy and Gotvernor General of India, presid-

ing,
and 57 Members, of whom 49 were Additional Members.

QUESTIONS AND ANSWERS.

The Hon’ble Babu Bhupendranath Basu asked :

“ (1) Will the Government be pleased to state whether they have received
any memorial from the people of Sylhet to incorporate their district with the
Province of Bengal ?

“(2) Is it the intention of Government to include in the new Province of
Bengal —

(a) Sylhet and Manbhum, and
() any portions of Bhagalpur, Purnea and the Santhal Parganas where
Bengali may be the provailing language ="’

The Hon’ble Sir Reginald Craddock replied :

“Various memorials have been received from persons resident in Sylhet
requesting the incorporation of the district with the new Province of Bengal,
and others have been received protesting against the proposal.

“ With reference to the second portion of the question, it is not the
intention of Government to include in the new Province of Bengal tha areas
mentioned.”

The Hon’ble Mr. Sinha asked :

“(a) Will the Government be pleased to state the total number of officers
in each Province appointed to what was ocalled the Statutory Civil Service,
and the number, in each DProvince, of the Statutory Civilians who
have held the offices of Divisional Commissioners or Judges of the High OCourt
or the highest Judicial tribunal in the Province *

( 899 ) o
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{Mr. Sinhe ; Sir Reginald Craddock ; the Commander- [T MARCH 1912.]
in-Chief.)

“ (b) Ts there any bar to the promotion of such officers to such posts 7 If
10, do the Government propose to remove it ?

“ (¢) If no bar exists what reasons, if any, stand in the way of the promo-
tion of Statutory Civilians to such high Executive and Judicial posts as are
referred to above 7

The Hon’ble Sir Reginald Craddock replied :

“ (a) A statement showing the total number of Statutory Civilians appointed
in cach Province is laid upon the table.®* In the Punjab and Central Provinocs
respectively one Statutory Civilian has been appointed to officiate as a Divi-
sional Commissioner. No such appointments have been made to any Iligh or
Chief Court, or to the post of Judicial Commissioner.

" «(b) There is no legal barrier to the promotion of Statutory Civilians to the
posts of Divisional Commissioner or to the judicial appointments referred to.

“(¢) Appointments to such posts are made strictly by selection. Thero are
no reasons barring the promotion of Btatutory Civilians to such appointments
provided that they are thought to be fully qualified and of suitable seniority."”

The Hon'ble Mr. Sinha asked :

“ (a) Will the "Government be pleased to state what steps, if any, they
have taken in the matter of the revision of the Regulations governing elections
to the Imperial and Provincial Councils ?

“ (b) Is there any chanoe of the said Regulations being promulgated, in a
revised form, before the next elections come on ? "’

The Hon’ble Sir Reginald Craddock replied :

““(a) The Qovernment of India have examined the proposals made by
Looal Governments for the amendment of the Council Regulations as the
result of the experiente gained of their practical working, and in view of the
short iod during which the Regu.&timm have been in operation, have
decided to defer the consideration of any changes which involve important
matters of principle.. Certain amendments of a minor character are, however,
under discussion.

“(b) It is the intention of the Government of India to submit to the
Becretary of State in Counecil their final recommendation on such points in
time to Permit. of the publication of revised regulations before the next
eleotivns.’

The Hon'blg Mr. Sinha asked :

“ (a) TIs it aifact that in the Punjab Gazette of November 14th, 1911,
there appeared the following notice : —

¢ A public examinatin for admission to the Assistant Surgeon Branch of the Indian
Subordinate Medical Department will be held on January 8, 1012, at stations and places
marginally noted. '(The places include in the Punjab, Lahore, Peshawar, Kasauli, Simla and
Sialkot.) ~Only Europeans and Eurasians will be allowed to appear at the examination.’

“(d) If so, will the Government be pleased to state the reasons for disallow-
ing His Majesty’s Indian subjects from competing at the said * public
examination.’ ’

*(¢) Do the Government propose to issue any orders that no racial
restrictions be impostd on Indians, either in the Punjag or other Provinces, in
the matter of appearifig at public examinations ?

“ His Excellency the Commander-in-Chief replied : :

“ This notification has been published periodieally in the Gazettes and Press
for several years, The chief duty of Military Assistant Surgeons is the care pf

® Pide .lmndix No. 1,
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[7rm Manvon 1912.] [ Zhe Cominander-in-Chief ;  MWr. Mndhollar; Sir-
PR Wynne ;  AUr. Subba Rao; Sir Regivald
Craddock.)

British soldiers in Turopean Station Hospitals-—a duty upon which it is not
customary to employ Ilis Majesty’s Indian subjeets. For this reason only
Buropcans and Burasians are admitted to this branch of the Tndian Subordinate
Maedical Deparfment. -

. “Indians are cligible for the Military Sub-Assistunt Surgeon hranch of the
Indinn Subordinate Medical Department which performs similar duties in
connexion with Indian troops.”

The Hon'ble Mr. Mudholkar asked :

“Will the Government he pleased to lay on the {able a statomont similar
to that includod in the Railway Administration Report till somo years ago show-
ing the annual net gain or net loss to the State from the commencement till the
end of the year 1911, or, if the fizures for the year 1011 are nol ready, till the
ond of the year 1910, on euch of the Railway lines owned hy the State or by
guaranteed or subsidised Companies "

The Hon’ble Sir T. R. Wynne roplied :

“ The information, covering the period 1879 to 1910 iuclusive, for the
several Railwayy will e found in Appendix 38 of the Railway Administration
Report for 1907 and Appendix 9 of l!.lml, for 1010, in Talle T under the head
‘ Statistics ot working.’

““ Copics of these Reports will be found in the Additional Members' room."”

The Hon’ble Mr. Mudholkar: “ Am I to understand that the inform-
ation that was given in the Reports of 1906 in regard to State Railways, such
as the Dhond-Manmad State lRuilway, the Wardha Valley State Railway, the
Amraoti State Railway, and the Khangaon State Railway, is incorporated in

these Reports ?”

The Hon’ble Sir T. R, Wynne : ‘ Those Railways which the Hon'ble
Member has mentioned have been incorporated in the undertakings of the Great
Indian Peninsula Railway, and I do not think they show scparate accounts now.”

The Hon'ble Mr. Subba Rao asked :

“ With reference to the statement placed on the table at the meeting of the
10th January lasi showing the number of places annually recruited in cach pro-
vince for the executive hranch of the Provincial Service and in what propor-
tiou they are recruited,—liow many by selection and how many by promotion,—
will the Government be pleased to state the number of places reeruited annu-
ally in Madras by promotion and by selection sincc recruitment by competition
was abolished there in 1905 ?

‘“ With reference to the policy adopted in that Province of making recruite
ment exclusively by promotion, will the Government be pleased to state whether
they have issued any instructions in the matter ; if not, do tho Government
propose to issue instructions 1hat the recruitment should be at least by seleetion
and promotion on the lines followed in the United Drovinces, Bengal, Eastern
Bengal and Assam and Bombay "

The Hon'ble Sir Reginald Craddock replicd :

* The necessary information has been obtained from the Governmeunt of
Madras and a statement® is laid on the table which answers the first part of the
question asked by the Hon’ble Member.

“The Local Government was invested with power in 1910 to make rules
for the recruitment of the Provincial Civil Service without the previous sanc-
tion of the Government of India, and as at prescnt advised the Government of
India do not consider it necessary to exercise the genecral control which they
then reserved or to issue any special instruotions.”

* Vide Appendiz No. 2.
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Graham ; Sir Guy Fleetwood TWilson ; Sir Gangadhar
Rao Chitnavis.]

The Hon'ble Mr. Subba Rao asked :

“Will the Government be pleased to state whether, apart from the obser-
vations contained in the Government of India Resolution of the 11th March
1904, relating to the educational policy of the Government, any specific in-
structions were issued to Loeal Governments to do away with recruitmeunt by
competition even to a limited extont ?

“ If not, will the Government be pleased to say how in all Provinces except
the Punjab recruitment by limited competition was entirely done away with,
and in Madras even recruitment by selection was abolished ?

*“ Was this dono with the approval of the Government of India ; and, if so
will the Government be pleased to place the correspondence on the table ?”

The Hon’ble Sir Reginald Craddock replied :

“1t is understood that the ITon’blc Member is referring to the system of
recruitment for the Provincial Civil 8ervice in different Provinces. S8ince the
declaration of policy contained in the Resolution of the Government of India
of the 11th March 1904, no speocifioc instructions have been issued to Local
Governiments directing the abolition of the system of competitive examination.
Bubsequent to the issue of the Resolution referred to, various, Local Govern-
ments recast their rules bearing on the point, and these amendmenis were
approved by the Government of India; but the implication that prior to 1904
recruitment was everywhere by competition is inaccurate. Neither is it the case
that recruitment by selection is even now inadinissible under the Madras rules.

* 8ince 1910 power has been delegated to Local Govornments to make rules
for the recruitment of the Provincial Civil S8crvice, subject only to the general
control of the Government of India. Prior to that date the previous sanction
of the Government of India was required.

“It is not considered desirable to place on the table the cotrespondence
relative to the revision of these rules.”

ek "11‘110 Hon'ble Mr. Graham, on behalf of the Hon’hle Mr. Armstrong,
ed :

“ Will Government be pleased to state, with referencc to the announce-
ment made in the speech of the Hon’ble the Finance Member when introducing
the Financial Statement for 1910-11 that * for the future, as has now been
decided, the whole of our coinage profits without reservation will be paid into
the gold standard reserve until such time as the gold held by us in that Reserve
and in the Paper Currency Department combined rcaches the figure of £26
millions sterling * whether Government now consider themsclves at liberty to
dispose of profits on silver coinage if and when undertaken or any part of such
profits otherwise than by paying the profits to the gold standard reserve ‘in
view of the fact that the reserves mentioned now exceed the limit stated ?’

The Hon'ble Sir Guy Fleetwood Wilson replied :

“The gold held by us in the Gold Standard Reserve and in the Paper
Currency Department combined is now in excess of £25 millions. If profits
on fresh coinage were accruing to us at the present moment, we should not be
bound to credit the whole of them to the Gold Btandard Reserve.” -

The Hon’ble Sir Gangadhar Rao Chitnavis asked :

“So long as structural and sanitary improvements are not complete in the
new capital at Delhi, do Government propose to undertake important legislative
work at Bimla P ¥

The Hon’ble Sir Reginald Craddock replied : ;
“ 1t is the intention of' Government to hold a legislative session next
oold weather at Delhi, but no statement can now be made as to the distribution

of legislative business between Bimla-and Delhi.”.

i
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The Hon'ble Mr. Bhurgri asked :

“(a) Will Government be pleased to state what progress the Sukkur Weir
Scheme has made ?

“(0) Is it true that the experts consulted are not unamimous about the
success of the scheme ?
~ “(e) Will Governmont be pleased to state what experts were consulted
in the matter ?

“(d) Will Government he pleascd to lay on the tahle the opinion of such
experts and also the figures of the cost of the scheme together with the revenue
forecast r”

The Hon'ble Sir Robert Carlyle replied :

“The scheme referred to in the question is under the consideration of the
Inspector General of Irrigation, whose veport has not yet reached the Govern-
ment of India. I am wunable therefore to furnish the information called for
by the Hon’ble Mr. Bhurgri.”

The Hon'ble Mr. Bhurgri asked :

“ Will Government be pleased to state when the new district of Nawabshah
in 8ind is likely to be created P

The Hon’ble Sir Reginald Craddock replied :

“ The orders of the Secretary of State on the subject arc awaited, and no
date can therefore be specitied.”

The Hon’ble Mr. Bhurgri asked :

“ (@) Will the Government be pleased to state if the Bombay Government
recently moved them to permit the Deputy Collectors in that Presidency
drawing R500 as pay to be classed as first class officers for the purpose of
their travelling allowances *

“ () Is it a fact that the Government of India, while permitting thoso
Deputy Collectors who were appointed directly to the Provincial Service to

-rank as such, have refused the privilege to be cxtonded to other Deputy
Collectors of the same grade ?

“(c) Will the Government be pleasod to state the reasons for making such
distinction 7"

The Hon'ble Sir Reginald Craddock replied :

“(a) & (b)) The answer is in the affinmative.

“(c) It was counsidered that Deputy Collectors who received direct appoint-
ments to the Provincial Civil Service, in view of their antecedents an 8=
pects in the Service, were entitled to this concession in the matter of travelling
allowance.”

The Hon’ble Mr, Bhurgri asked :

‘¢ Do QGovernment propose to grant local allowances to the establishment
of the North-Western Railway in Karachi in the samne way as local allowances
have been granted by the Government of Bomnbay to other establishments in

Karachi ?"

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

“ The staff of the North-Western Railway at Karachi petitioned the Rail-
way Board lately for the grant of a local allowance.

“ The matter is at the present moment the subject of correspondcnoe with
the Manager, North-Western Railway.”
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The Hon’ble Mr. Dadabhoy asked :

“Will Govornment be pleased to state the amount of subsidy, i any, it
pays to Mossrs. Lynch Bros. for the maintenance of a rviver flotilla on the
Karum in Persia p"’

The Hon’ble Mr, Clark replied :

“The answer is that the Government of India pay nothing towards the
steamor service on the Karum river.”

The Hon’ble Mr. Gokhale asked :

« ‘ga) Are the Government aware that a notification has been issued upon
the Indian residents of the Township of Vrededorp in the Transvaal, under the
deadorp Township Act, 1907, calling upon them to remove from the Town-
ship by February 18th of this year ?

“(b) Isit & fact that these Indians have traded there for 111&11{ years un-
molested ? Have Governmént any information as to whether the Indians com-
plain that the compensation offereg to them is purely mominal and that the
enforcement of the notification means absolute ruin to them ?

“ (¢) Have the Government taken any steps, and, if so, what, to obtain
relief in this matter "

The Hon’ble Mr. Clark replied :

“(a) Government are aware that a notification has heen issued to
Indian residents of the township of Vrededorp in the Transvaal, under the
Vrededorp Township Act, 1907, calling upon them to remove from the
township by February 18th of this year.

“(b) The r«ip{f to the first part of tho question is in the affirmative. The
Government of India have received r?prescntations containing statements to thoe
effect mentioned in the second part of the question.

" (¢) In view of the fact that the notification has been legally issued under
the Act of 1907, and after the period prescribed by that Act has been allowed *
to elapee, no action is at present contemplated, but Government will continue to
give carcful attention to any developments in the situation,”

The Hon'ble Mr. Gokhale : *“ Has the notification been enforced "
The Hon’ble Mr. Clark.: * We have no information about that yct.”

FINANOIAL STATEMENT.

i FirsT SrAGE.

The Hon'ble Sir Guy Fleetwood Wilson: “ My Lord, Iopen the first
stage of the discussion on the Financial Statement.”

PROVINCIAL GRANT (UNTTED PROVINCES).

The Hon'ble Pandit Madan Mohan Malaviya: “My Lord, I beg to
move that this ‘Council recommends to the Governor-General in Council that
the s&cial grant to the United Provinces be raised by a swn cquivalent to one-
eighth of the land-revenuo raised in those Provinces. _

“ My Lord, the Council will remember that I raised this question last year
also. I regret that I could not persuade the Council to accopt iy Resolution,
but the domand which I madc on behalf of my Province was and is a just one,
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and I bring it forward in the earnest hope that the justice of it will yot he
recognised by the Council and the Government.

“ T went last year at some Jength into the histovy of what ave ealled Pro-
vineial Settlements. T showed that these settlements were in the beginning
based on no principle.  The actual expenditure of the year which preceded the
vear in which the settlement was made was taken as showing the standard of
cxpenditure which the Provicees requived, and a settlemet was made for five
years on that basis.  The result was that the Provinees which were spending
most received the largest shave, and those which were spcnding least got the
smallest share of their revenues for provincial purposes,  T'he United Provinees
suffered for their virtue, as the Hon'ble 8Sir James Meston put it last year.
Tow this came abont the How'ble Mr. Gillan, our present Comptroller General,
very clearly explained in the Finaneinl Statement which he presonted as Seere-
tary to the Government of the United Provinees in 1909 ;

*1t is not, I think, out of place to observe,* said Mr. Gillan,” it is indeed sufficiently well-
known that this Provinee has undoubtedly suffered from the application of the principles on
which previons settloments were conducted.  We think it can be shown that in the early days
for one reason or another the finances of these T'rovinces were administered much more strictly
und economically than was the cuse in most other Provinees,  But xo long as the system of
short-term settlements endured, the policy deliberately announced and consistently applied was
1t hase each revision on the recent actuals of expenditure,  To compare great things with
small, the result is the same as if in fixing the contract grants of district officers the Government
ware to pay attention only to the avtuals of recorded expenditure.  In that case the Collector
who spent the most would get the most, while it would be judged that a district where the
expenditure was small had small requirements.  Similarly this Provinee, becanse it began with
little, has continued to receive littls’

 The settlements made during the last twenty yenrs have tended to remove
the inequalities between the different Provinces which incvitably arose under
such a system. The Government of India have laid down certain genernl
principles which underlie, or rather which should underlie, the financial settlo-
ments of the Government of India with a Local Government. I drew attention
to these prineciples last year. Ono of these is that *so far as possible, the same
share of the chief sources of revenue shall be given to cach Province to cnsure
a reasonable equality of treatment.’ Following this principle the Govern-
ment of India has allowed every Provineo of India oxcept the United Provin-
ces toretain half of its land-revenue for Provincial expenditure, taking the
remaining half to itself. In the case of Burma, it has allowed five-cighths of
the land-revenuc to be so retained for Provinecial expenditure, The Central
Provinces, the Punjab, Madras and Bombay each get half the share of their
land-revenue. The three new Provinees of re-uvited Bengal, Bihar and Assan
have also each had half the shave of their respective land-revenues nlloited to
them under the settlement rccently made for them.  But the principle of this
equslity of treatment has not been extended to the United Provinces, Only
a ths share of their land-revenue is allowed to them, and this has long been a
matter of sore complaint with the United Provinces. When our present
Licutenant-Governor took charge of the Provinces, the first financial state-
ment which came before him was rightly described asthat of ‘a deficit Pro-
vinece,’ not because our revenues were small and uncqual o our expenditure,
but because the Government of India did not allow us to retain a sufficient
portion of our revenues to meel our I'rovincial expenditure. Speaking on the
subject in Mnrch 1907, Sir John Hewelt said :—

‘ The matter of most absorbing interest, both on this occasion and on the eccasion of
recent discussions of the Financial Statement, has heen the question of the time when we may
expeot to have a revised settlement sanctionad by the Government of India under terms upon
which such a settlement will be d-teraminel in these Provinces. By the courtesy of the Hou'ble
the Financial Member of the Governor General’s (*ouncil I am ablo to say that it is in con-
templation to take up during the coming year a revision of the ssttlement, and to place the
United Provinces generally on terms similar to those of the most recent settlements which

ive the Local Goverrments a half ghare in the divided revenue. I have alao received Mr.
ker’s assurance that when the revision is made the L.cutenant-Giovernor sball have ample
oE)ortunity of expressing his opinion on the details, both by written communications and
also at personal interviews. lpon this eubject there is nnthing more to be said at the
present time except that I think that we may be sanguine of getting good terms. ”
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“To our great regret and disappointment, when the new settloment was
announced, these hopes werc not realised. Speaking on the 3rd April 1909,
8ir John Hewett said : =~

¢ Mr. Gillan has referred in some detail to the ncw Provineial settlement, and it is not
noceasary for me to follow him. Icannot feel very confident that the settlement will prove
a lasting one. We are grateful to the Government of India for the increased share of the
revenues collocted in the Province given to us by them, and espeeially for the gnarantee of
a minimum Provincial share of land-revonue of R240 lakhs ; but the feeling is hardly un-
natural that we are entitled to a share of the large sum of land-revenue paid by this Provinee
moro approximate to what other more fortunate Local Governments get than three-cightha
which we receive. Aud in the matter of the standards of expenditurc fixed we are un-
doubtedly suffering now from the niggardly retrenchmouts of Provineial expenditure in the
somewhat distant past. The policy then followed prevented the standard of expenditure
under various heads from ever reaching the figure demnanded in the interests of the Province.
I need not do more than mention the standards of educational and judicial exponditure in
order to illustrate my meaning.’

“The complaint has heen repoated year after year by members of the
Legislative Council of the United Provinces, and their represcntatives here,
and also by the Head of the local Government, that tho share of revenue al-
lotted to us is not sufficient to meet expenditure. I will quote only from official
statements. Speaking in April 1910 our Lieutenant-Governor, Sir John
Hewett, repeated the complaint in the following words : —

‘ The Hon’ble Mr. Gillan has more than once explained to the Council how liitle
elasticity there is in our receipts, and demonstruted that we can bardly hope to meet from the
expansion of our revenues which we are entitled {o anticipate in the near futuro more than tho
normal increase of expenditure which must ocour from year to year, It is quite ovident from
th. experience which we have now gained of the present financial settlement that it will be
impossible to work it so asto effect the reforms which are necessary in the different branches
of administration in the Province. We are the secoond Province in the Indian Empire--I
may say that since the reconstitution of Bengal we are the first—in population, and we pay
the lurgest amount of land-revenue to tho Imperial Government. Even if we were given a
half share of the land-revenue, we should still stand below other Provinces in this respect.
The Hon’ble Sir Guy Floetwood Wilson has impressed on Local Governments the need for
sobriety in the administration of their finances. I do not think that I am inclined to be reck-
lessly extravagant in the matter of the expenditure of Government money, though I do
ardently desire to elevate the people in every way which seeme possible, and specially to give
them greater oﬂortunitins for education than they enjoy now, and to improve the henlthiness
of their daily life.”

“ My Lord, we are thankful for the doles that the Government of India
has given us during the last two years, for the non-recurring grants for educa-
tion and sanitation made last year, and for the recurring grant of 7 lakhs for
education and the non-recurring grant of 9 lakhs for sanitation and agricul-
tural improvement made this year. Theso, however, are grants which have
heen made to us along with grants made to all other Provinces. They give us
but a small fraction of what we require, and do not raisc the standard of our
expenditure so as to bring us nearer in comparison with that provailing in
other Provinces. This cannot be done until a larger share of our land-revenue
is assigned to us. Our contributions in land-revenue justify our request. The
contributions in land-revenue which are expected for the next year from the
different Provinoces are : the Central Provinces 187 lakhs, Burina 432 lakhs,
Assam 76 lakhs, Bengal 260 lakhs, Behar 151 lakhs, the Punjab 352 lakhs,
Madras 683 lakhs, Bombay 526 lakhs, and the United Provinces 672 lakhs. I
bave left out the thousands. Now every one of these other Provinces except
Burma, which gets a five-eighths share, receives a half share of the land-revenue.
It is the United Provinces only which make the largest contribution of ull (except
Madras which occasionally comes up to our standard), which receives a three-
eighths share only. We have contrnbuted enormous sums to the surpluses of the
Government of India in the past, and we are contributing very largely to-day.
Our land-revenue contributions have been the largest for a number of years, and
I submit that this circumstance strengthens and supports our request; for, if our
contributions had been poor, it might have been said that we ought not to get
a half share as we contributed a small amount altogether. But the facts are just
the cther way. Nor is it, my Lord, that we are receiving larger grants under
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heads other than the land-revenue. Tf we were recciving larger orants under
other heads so ns to raise the total amount givenn to us as hirh as what other
Provinees enjoy, our complaint would lose some of its foree ; hut that is not so.
In replying to my motion on this very subject last year the Ilon’ble Mr.
Meston said : —

¢ The fact that one Provinee gefa half of the land-revenue and ancther gots five-cighths,
while the United Provinces has only three-eighths, is rally irrelevange  The great point is
to get such a share of the growing revenne as will be equal to the normal veguirements of the
Province, and to seo that the ratio of growth in that share of vevenue is ronghly equivalent
io the ratio of growth in its expenditure.  Whather it gets that growth of revenue from its
land-revenue or from excise or from stamps, or fromany permutation and combination of
them, is not important, What is really required is that we should gic the Province a sufi-
cient share of its own revenues to enable it to neet its enrrent e puivements, ealeulated with
n reasonable margin.’

“ So far, 8ir, T agreed with my Hon’hle friend, hut when he went on to say
that the United Provinces have ot this, I joined issne with him. T showed last:
year by a comparison of the{otal amountsallowed (o every Provinee—to the cight
wajor provinces-—that even in the agarezate we receive a smaller percentage of
our revenues than is allowed to any other Province. T showed that the Cenfral
P'rovinces were allowed to retain 71°32 per cent. of the total rvevenues confri-
buted by them for Provincial expenditure; Burma was allowed to retain
6802 per cent. ; Eastern Bengal and A ssam was allowed to vefain 6801 ; Bengal
was allowed to refain 62:49 per cent.; Bombay was allowed to retain 69-61 por
cent, ; the Punjab was allowed to retain 5583 per eent. ; Madras was allowed
to retain 52:67 per cent. ; hut the United Provinees were allowed to rotain only
52:16 per cent. of the total revenues contributed by them, for Provineial
expenditure. Bo that, my Lord, it is nol that only u smaller sharve of the land-
revenue is allotted to us than is allotted to every other Provinee, hut in the stun
total also of what is allotted to us, we stand on the lowest rung of the ladder in
comparison with other Provinces.

“This much, my Lord, as regards our contributions and the total
amount left to us to spend. I will next draw attention to our neceds. They
ave multifarious and they arve very very pressing. The Ion'ble Sir James
Meston said last year that wo rceeived a sufficient share of our revenues
to enable us to meet our current requirements, calculated with a reasonable
margin. I endeavoured to show that it was not so  And i my friend still
holds that opimion, I regret that T canmot azree with him in  that
respect. Nor does the Government of the United Provinces or its high
officials. In his speech from which I last quoted, after showing that the
present settlement is inadequate and wusatisfactory, Siv Jobn Hewett
emphatically stated :—

‘T am satisfied that it is absolutely necessary, if the people of thrse Provinces are to be
treated as they deserve to be treated and as the g)euplc of other Provinees are treated, for the
Local Government to be given a larger share of the revenue which necrues within the United
Provinces. I am convinced that this will be nceessary in order to meet the clamant and
unanswerable demand for expenditure on su-h matters as education, particularly on primary,
female and industrial education, on sanitation and modical relicf, on the improvement of
judicial arrangements, and on the revision of the terms of servive of inivisterial establishinents.?

“ Year after yoar the Dircctor of Public Instruction has been drawing
attention to the need for a much larger expenditure on eduention in the United
Provinces. Our late Dircctor, Mr. Lewis, showed that we vequired 80 lakhs a
year to raise us to the standard of expenditure on edueation that prevailed in

ombay a few years ago. Mnr. Lewis said : * There is a demand in perhaps all
distriots for more achootis, and more schools ; but they cannot he opened hecause
the funds are exhausted. When a people ory out for edueation and cannot get
it, we may well, with Carlyle, count it a tragedy.’ Our present Director, the
Hon'ble Mr. de la Fosse, has been urging our claims with equal strength and
emphasis. Speaking at a meeting of the Legislative Council of the United
Provinces last year, and after referring to the special grant of 15 lakhs which
the Government had been pleascd to make to us last year, Mr. dela Tosse said —

‘ This special grant is not for recurring expenditure, so that it is not available for
increasing facilities for education in so far as these depend upon perinanent cxpenditure for

r
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maintenance of schoolas. But wa are very grateful all the same for this most welcome windfall.
It will enable a good deal to be done for the improvement of accommodation and equipment in
all clarses of schools and eolleges, and the needs in all alike areof a very pressing nature.
The recurring increase of 871 includes, as explained Ly Mr. Burn, Rs.2,94,000 which is
really only a financial adiu.tment between District Bonrc% and Provincial accounts. 1 men-
tion this because if misunderstood it might give rise to bitter disappointment.’

‘ After having thus explained that we had really received no increase for
recurring cxpenditure, the Hon’ble the Director of Public Instruction
went on to show how sadly urgent was this nced for larger grants. He said :

“The Bonrds are at their wits’ end for money with which to meet urgent demands for
providing more facilties for primary vernaculnr eduecation, and somo of them aro apt tu resort
to desperate means to find their funds, It was my painful duty in my Annual Report on
Public Instruction to enll atiention to a decrease in the number of primary rehools and
scholars; and  though there may be, and 1 belicve, are, decp-seated cnusss of a social and
economic natme operating to retard the progress of vernacular cducation nmong large mursos
of the people, ¥et 1 have no doabt that there are enormous numbers that would come to
school willingly enough if opportunities were afforded them. The tragic disfppearance of
schools in the Benaros Division, repeatod in a lesser degree in other divisions, paradoxical as
it may eeem, if rightly viewed, gives no cause for despondency. There was no unwillingness
to come to school, but on the contrary scholars had to be turned away. The situation may
be summed up in o line, “the hungry sheep look up and are not fad.”"”

« This, my Lord, is the position with regard to education in my Provinces.
I need not repeat what T saifregarding the needs of sanitation last year. The
are cqually prossing. I am thankful for the recurring grant of 7 lakhs made
this year by the Government of India to promote tn:ﬁy popular education. I
also feel thankful for the grant of 9 lakhs which has been made for sanitation
and for agricultural improvement. But I submit, my Lord, that these

rovide only a fraction of what the requirements of the Province demand ; and

submit that the standard of our Provincial expenditure cannot be raised to a
healthy level unless the Province is allowed to retain the same share of the
land-revenue which is allowed to other Provinces. In aﬁgaking of Provincial
finance in his Financial Statement, the Hon'ble the Financoe Member was
pleased, after referring to the case of Burma, to say :

¢ Other Provinoes have all fared extremely well, and I have every hope that the per-
manence of their settlements will strengthen the spirit of economy and self-reliance in the
Provincial administrations, while leaving them ample margin for all legitimate expansion.”

“ From all that I have said before, it must be evident that these
remarks cannot in truth apply to the United Provinces. We have not fared at
all well. And we have not only no margin for all legitimate expansion, but not
enough to meet the most insistent and reasonablo demands. I have sufficiently
drawn attention to the complaints which have heen repeated on this score
in the past. Even last year the Financial Secretary to the Government of the
United Provinces deplored the fact that he had no money with which to
meet the various demands which had been urged upon the Governnent,
unless the hope which had been expressed was realised that the Government
of India might bo moved to give a considerably larger sharoc undor
the land revenue heads than is given at present.

“Buch, my;Lord, is the position of the United Provinces. I submit
our population, which is now the largest in any Province in the ocountry,
justifies our request that we should be allowed to retain at least 60
cent. of our revenubds for expenditure in the Province, that being fﬁ:
average percontage of the revenues allowoed to most of the other Pro-
vinces, Our needs also juatif . that demand ; and last, but not least,
our contributions ]nstlfi it. We press our claim upon the consideration
of the Government :when it is in a position easily to accede to it. The
Hon'ble the Finance Member is rejoicing over the large surplus.
which ‘ abounding good fortune ’ has placed in the hands of the Government of
India. I rejoice Wlﬁ:l him. . But I beg of him and the Government to recognise



PROVINCIAL GRANT (UNITED PROTINCEN). 409

[Tz MArcn 1912.] | Pandit Madan Mohan Malavign :  Newal Abdul
Magid ;  Mr.  Sinhea ; Nie Guy  leetirood
T ilson.]

that a good portion of that surplus is made up of the smn which has bheen raiced
in the United Provinces and which on the principles laid down by tho
Government of India in the case of every other Provinee rightly helongs to
these I'rovinces. -

“In the Budgot Statement to which we listened with so much interest the
other day the Hon’ble the Linance Member said :~

‘The chief advance, however, iz under Landsrevenue, where the retnen of normal
conditions in the areas that wuffered from the irregularitios of the lust + onsoon will. we
trust, he the main contributor to an increase of which the Imperial shave should e semething
in excess of £400,000.”

* Further on, he said :

 There is thue an addition of £14 millions to the Imperial share of the land-revenue
over and above the £400,000 which comes to us from improved oollections.’

“ Now, my Lord, as I have said helore, these expanding revenues and these
improved collections are made up in no small measuve by (he condributions of the
United Provinees, which are the largest in the whole country. and it is nothing
but {air that before the Government of India hegin to divide and distribate
all over the country the surpluses which are swelled hy these contributions,
a portion of the monoy which is necessary to give to the United Provinees, the
share of their revenues to which they are entitled vn the principle laid down by
the Government and applied in the case of every other Provinee, should be sot
apart for them. A goneral distribution should be made among othor Pro-
vinces only of what should he available afier sueh adjustment I hope, my
Lord, the justice of this elaim will commend itsolf 1o the Government and that
the Lesolution which I have the honour to move will he aceepted.”

The Hon'ble Nawab Abdul Majid : “ My Lord, it is with great pleasure
that I support the Resolution that hias been brought forward by the Hon'ble
Pandit Madan Mohan Malaviya. Last year, when this question was before (his
Council, my Hon’ble friend had demonstrated with much ability and much
force of reasoning that it was absolutely neccossary that the United Provinces
should be on tbe same footing of equality as other Provinces are. My Lord,
this question was also brought forward at the last Budget mecting of ouwr Pro-
vineial Council. In that Council there was not a single non-oflicial Member
at that time who did not feel that this Province was not well treated. Every
non-official Member brought forward in their specches this question, and they
urged upon His Honour the Lieutenant-Governor that the matter should be
brought to the notice of the Imperial Government as to why this unfair treat-
ment was accorded to the United Provinces. It cannel he denied that the
United Provinces contribute a substantinl sam to the Imjerial Ixchequer;
at the same time it cannot be denied that the requirements of the United Pro-
vinces are not less than the requirements of other I'rovinees.  Well, if this
is 80, why is it that they should not get the same proportion of revenue as is
given to the other Provinces? My Lord, with 1llwsc words I support this
Resolution.”

The Hon'ble Mr. Sinha : “ My Lord, I have very great pleasure in sup-
orting the Resolution moved by my friend the ITon'ble Pandit Madan Mohan
Eﬁ[alaviya, who has made out an exceptionally strong ense for hetter treatment
being accorded to tho United Provinees. I think, in this matter, the people in
the United Provinces have a very just grievanco; for whereas the other Pro-
vinees receive half share of the land-revenue, they only receive three-eighths,
1 shall be very glad, therefore, if the Government sec their way to aeccpting
this Resolution.”

The Hon’ble Sir Guy Fleetwood Wilson: “ My Loxd, I (llllite appre-
cinte the motive which has weighed with the ITon’hle Mover in throwing his
Resolution into the particular form that he has adopted. He regards it as, I
will not say a slight, but certainly an unfortunate distinction that his

ri
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Provinee-=the Provinee which he and the Hon’ble Nawab Abdul Majid so
patriotically and ably represent in this Council—should receive a sharo of the
great Lund-revenue head which is less than that assigned to the ofher Pro-
vincos of India. With that sentiment 1 bave entire sympathy ; and if the
distinction in itself implied in reality any definite detriment to the United
Provinces, 1 should not he backward in acceding to his earnest desire for its
rectification. The Hon’ble gentleman himself, however, has said enongh to
sbow that he fully realises that the mere grant to the Province of a full half
share of the land-revenue receipts would not, under our present ecttlement

stem, wnoet Lis wishes. He recognises that if we increased the IProvincial
share of the land revenue, we should only have to makea cormu{mnding
reduction under Stamps or Exeise or somnc of the other leading heads of
receipts.  The net result would be no real improvement on the present position.
The Province would bave the same assignment of growing revenues at its
command, only it would be derived in a larger measure from land-revenue,
and in a minor degree from other divided heads. In fact it is not impossible
that the Province might be slightly worso off in the long run, if, for example,
the growth of the lan%l-mvenue should turn out to be less rapid than that of
the other classes of receipts which the Province shares with the Imperial
exchequer. |

“ What the Hon’ble Pandit is aiming at, however, is something more than
the mere rectification of a sentimental grievance. He has pointed out in
elo‘?uent language und with wealth of dctail the needs of his Province. He has
told us with what advantago it could absorb a much larger volume of money
for all sorts of Dbenevolent purposes; and he has pictured the step-motherly
attitude which the Government of India has shown towards the United
Provinces in the past. What he really wants therefore is that the Province
should get a full half of the Jand-revenue receipts without giving up any share
of what it already derives from the othor heads of revenue. This would mean,
on the budget figures for next year, an additional Imperial assignment of no
less than 82 lakhs to the Local Government. I regret that I am obliged to
oppose this proposition ; and I do eo out of no want of sympathy with the

on’ble Member's enthusiasm for the development and well-being of his own
Province, but simply on three broad grounds of principle, whioh seem to me
incontrovertible.

- *In the first plage, I could not possibly accede to any proposal which aims
at effecting theoretical equality ‘between the spending powers of the different
Provinces. I do.not contest the point, which the Hon’ble mover has argued
with much force and moderation, that the United Provinces contribute a very
large ratio of their revenues to the general exchequer. 1 believe that by the
ordinary statistical tests the Unitedsl’roviuces and Madras are shown to contri-
bute a larger ratio than the other Provinces of India. Nor am I prepared to
deny that this position may be in some measure the result of the economical
working of the :Local Government in years gone hy. But many years have
passed, and a good many settlements have been framed and revised, sincc the
causes of this inequality cease to operate. Weo have to take things as we find
them. We have revised the United Provinces’ settlement on several occasions
since the time of which the Hon’ble Pandit is thinking, and we have always
done so in the direction of increased liberality. Wo have never attompted to
regulate the spending powers of any one Province with relation to thosc of its
neighbours, and e cannot accept any such principle of action now. I am
sure that the Counoil will see that it would be thoroughly impracticable, at this

of our financial development, to attempt to throw all the Provinces into
one mould, to level up the expenditure on education in one, to level down the
expcndit.um on general administration in another, and so forth. Anything of
this sort is clearly impossible. In some cases it would mean a complete stop-
page of business ; and in others it would mean flooding a Local Government
with money which for years to come it could not profitably utilisc. The
financial position of each Province has been built up on its own lines; and :;it.'_
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would be the worst of folly to pull down the ercetions now and to attempt to
reconstruct them on a uniform plan,

*The sccond of my objections follows as o sequel 1o the first.  The steady
development and the growing elasticity of Provincial finance have led us
steadily to the important reform which 1 announced a year «ago, namely, the
creation of permanent financial settlement with all the  Provinces. The
Hon’ble Member's proposal would mean a complete recasting of the United
Provinces’ se(tlement hefore it is a year old.  To this I eoudd not for a moment
consent.  \We had the strongest of reasons for making the arrangements which
now obtain, and for insisting on their permanent character.  'We did what we
did in the interests hoth of the Provinees themselves and ol the general {inances
of India. Any weakness or change of purpose would vpen the door to financial
chaos, and point the way to the hankruptey of India. 1 regret that we must
definitely reject any proposal that would have the cffeet of undoing the work
of our permanent financial settlcments.

“In the third and last place, we arc unable to meet my llon’ble friend
heeause we cannot afford the 52 lakhs which he asks for,  His proposal would
involve the permanent withdrawing of that large sum of money from our
annual Imporial resources. It would to that extent interfere with the develop-
ment of our schemes for the general improvement of Indian education, sanita-
tion, and all the other beneficial serviees which the Houw’ble Member, I am
sure, hias as much at heart as 1 have. It would be vobbing Peter to pay Paul ;
and I regret that the Government of India cannot agree to it,”

The Hon’ble Pandit Madan Mohan Malaviya: * My Lord, it occurred
to me that I should apply the very phrase which the Hon’ble the Financo
Member has used at the end of his speech in describing the arrangement that
prevails at present ; bhut I feared that I might bo deemed guilty of want of
respect to the Government if I did so. But, my Lord, now that the Hon’ble
the Finance Member has said that if the Government sccepted my motion, and
acted on it, it would be a case of rohbing Peter to pay I'aul, with great respect
to the Hon’ble Member, I must say that the case is entirely otherwise. If the
Government accepted my motion, they would cease to be guilty of withholding
from the United Provinces what is fairly and rightly their share and dis-
tributing the money among other Provinces which have absolutely no ri[i'ht
to it. My Lord, the Hon'ble the Financo Member says that what I really
ask for is an addition of 82 lakhs to the amount which is given to the United
Provinees. That is true ; I have made no secret of it ; I have tried to explain it
as.clearly ns I could ; I do not want that an increased grant should be made
undor the head Land-revenue and that there shonld bo reductions under Yorest,
Excire and other heads. My complaint is that whether we Jook at the propor-
tion of land-revenue allotted to us or whoether we look at tho swun total of rove-
nues allotted to the United Provinces under all the divided heads, we do not
* rececive our fair share of the revenues, and 1 have asked that the land-revenue
should be increased both because it will placo us on a level of equality with
other Provinces in respect of the proportionate share of land-revonue allotted to
us and the other Provinces, and because it will give us a higher percentage of
the total of our revenues to be spent in the Provinee. I have shown, my Lord,
that the average which is allofted to most of the other Provinces is about
60 per cent. of their revenues ; and if 82 lakhs is added to the revenues
which the United Provinces are allowed to retain at present, that would give
us just nearly 61 per cent. of our tofal revenues to spend within the Province.
My Lord, my request is not unrcasonable, hecause if it is granted it will not

ive us a larger share of our revenues than what the other I'rovinces enjoy. The

on’ble the Finance Member says that e cannot agree to bring about a theo-
retical equality between the various Provinees. I do not ask for theoretical equa-
lity. All that T ask for is that the principles which the Government of India have
developed atter years of carcful considoration, should be applied in the case of
the United Provinces, as they have been applied in the ease of other Provinces;
and I have shown that, ii they are so applied, we are clearly entitled to have
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one-eighth moro of the land-revenue of the Province loft to us for expenditure
within the Province.

“Then, my Lord, the Hon’hle Finance Member says that he has to take
things as he finds them.  Suroly that is not so. If the Government of India woro
content to take things as they found them, 1 submit, my Lord, that there would
be very little progress possible.  The Government of Jndia have during the last
thirly years revised the Provincial seltlements several times: Many mistakes
have been rectified and many inoqualities have hoen removed, as the Ion'ble
Sir James Meston was good enough 1o point out: last year. All that wo ask for
is that this very glaring mistake, this gross inequality of treatment under which
the United Provinces get only 3-8ths of their land-revenue, while every othen
Province gets 4-8ths, should be rectified by 1-8th more of our land-revenue
being left to us by the Government of India. '

.. ““My Lord, another objection urged by the lion’ble the Finance Member
is that the acceptance of my proposal would disturb the steady development of
Provincial finance, that there has been a permanent settlement, and that we
ought not to disturb it within a yoar of its existence. 1 submit, my Lord,
that it is a misnomer to call these Provincial settloments perma-
nent. They are nothing of the kind. The Government of India havo
reserved to themsclves ample powers to revise the settlemonts whon they think
it right to do so. And if it is shown, as I belicve it has been shown, that the
settlement which has been' made leaves practically the United Provinces in a
state of stagunation, it not of starvation, then I submit that the justico of the
case demands that such a settlement, even though it may have been called per-
manent, should be revised. I have already roferred to the opinion of Sir John
Hewett. He has said on two occasions that he did not foel that the scttlement
was a satisfactory one or that it will prove a lasting one. He has plainly said
that it is quite evident from ‘the experience which we have gained of this
financial settlement that it will be impossible to work it so as to effect the
reforms which are necessary in the different branches of administration in the
Province ; that the pressing demands uf education, sanitation and general
administration cannot be met in the United Provinces until the Government of
India agrees to revise the settlement and to place a larger sum of the revenue
which accrues within the United Provinces at the disposal of .the United Pro-
vinces Government.

“ My Lord, the Hon'blo the Finance Member says that in censiderin

_my proposal two.things are to be borne in mind—the intercsts of the Uni
Provinces and the general interests of India as a whole. True; and all that
I urge is that the interests of the United Provinces should not be sacrificed
to secure an unfair advantage to the rest of India. With due deforence
to the Hon’ble Mémber, I submit that, in laying down the terms of our
Provincial settlement, ho has been less mindful of the interosts of the United
Provinoes and more of the genoral intorcsts of India than ho should justly
have been, and I invite him to remedy the injustice.

“My Lord, .the third objection which the Hon’ble Member has urged
against my proppsal is that it will take away 82 lakhs from the per-
manent income of*the Government of India. I submit that it will not
deprive the Government of India of even a pice of its own true income.
It will only save it from appropriating any further the 82 lakhs & ycar which
it has been wrongly appropriating for soince years past, and which, according
to the principles laic{)down by the Government of India itself, rightly belongs
to the Governimnent of the TUnited Proviuces, and ought to be left in its
cxchequer. The "Government of India recognise that n sufficiently large
proportion of the revenues raised in a Province should be left to be spent
within the Province for the bebefit of the lweoplc. This principle is in con-.
formity with thoe law of mnature {hat the moisture which is drawn
from an area ought to.descend upon that area in refreshing showers to
improve and fertilise it.  Unfortupately for us of the United Provinces, a su&::

stantial portion of the moisture drawn from us is distributed on soils other th . ;
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our own, while we are dying for the want of it : the revenue drawn from the
United Provinees is not allowed to roturn to fertilise and improve it in the samo
proportion in which the revenue ol the other Provinees is allowed to refurn
to them. T submil, my Lovd. that when the Government have a large surplus
in hand as at present, they should first allot what is fairly and justly due to every
Provinee, and then distribute the balance that may he available among the
different Provinees, My Lowd, T do not desive for one moment  that any other
Provinee should suffer any loss. Al that I ask for is that out of the revenues
towards which the United Provinees have eontribuied along with  other
Provinces, the fair shave ol the United Provinees should fist he set apart for
them, and then there should e a geneval distribution. T hope the Government
will yet be pleascd to reconsider the matter and to veetify a position which, with
all deference to the Hon'ble tle Finanee Member, I think he has not been
able to defend. *'

The Resolution was put and rejecied.

EXPENDITURE ON NEW DELIIL

The Hon'ble Mr. Gokhale: “ My Lorl, 1 heg to move that this
Council recommends to the Governor General in Council that the amount of
the loan to be raised during the next year bo increased by anc erore of rupees,
so that the expenditure proposed to he incarrel for huilding new Delhi in
1912-13 should be met entiroly out of loan fuuds and not partly out of next
year's estimated surplus,

“ My Lord, I do not think it is necessary for me to occupy the time of
the Council for many minutes in discussing this gquestion, becanse the issue
which the Resolution raises is a comparatively simple one and may he briefly
stated. In the Government of India despatch of 25th August last, recommend-
ing the administrative changes, recontly carrvied out, 1o the Seerelary of
State, the question of the cost of huilding new Delhi is thus dealt with -~

‘The cost of the transfer to Delhi would be considerable. We cannot conceive,
however, that a larger sum than 4 willions sterling would he neccxsary, and within that
fi probably could be found the three years’ intorest on capital svhich wonld have to be paid
till the necessary works and buildings were completed.  We might find it necessarv to issue &
“ City of Delhi ™ gold loan at 3} per vent. guaranteed by the Government of Indin, the intevest,
or the larger part of the interest, on this loau heing cventually obtainable from rents and
taxes, ’

“ It is quite true that the language of this extract is guarded, but still
what the Governmwent mention here is that a loan to he ealled ¢ the City of
Delhi loan ’ might have to be raised in order to mect the cost of constructing
the new capital. There is no mention made hiere of spending any money on
the new capital out of current revenues--cither ont of regular revenue
allotments in the budget or out of surpluses. The Hon'’ble the Ilinance
Member, however, in his Financial Statement explains the course he proposes
to adopt, in the following words :—

‘I may say at once that we are not yet in the possession of any estimates of ita cost.
Plans for the temporary housing of the Government of Indin head-quarters are under
rrepumtion; hut no plans for tlm.!ipnrmam-nt Imperial City wre to be thought of until the
rest available experts have studicd and advised upon the project in all its hearings.  Mean-
while, my immediate duty bar been 1o devise a schemr for financing the work, a scheme
which will be as little onerous as possible to the taxpayers of India.  Three possiblealternatives
bave presented themselves thromghout. ‘Tbe tirst, and in some waye the moat attractive,
would be a special Delhiloan. The second would be to charge the whole expenditure as it
oocurs sgainst current revenue. The third would be to put the Delhi works on precisely the
same footing as our hrﬁe railway and irrigation works, treating them as ecnpital expenditure
and financing them partly from foans and partly from whatever spare revenues remain in each
year after meating our ordinary administrative needs. I shall not weary the Couneil by the
various considerations which decided us, with the full approval of the Secretary of State, to
adopt the third of these courses. It will, T bLelieve, commend itself to the financial and
commercisl community of India. By treating the Delhi operations us ordinary capital work,
we ensure the greatest possible clasticity in the provision of funds; we avoid unnecessary
additions to our unﬁo&t}.ﬁva debt ; and T hope we allay the fear — 8o faras I am concerned
t

a baseless fear — & e new city will be built from the produce of fresh taxation.’
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“The Hon'ble Member goes on further to say that—

“1f money is easy and we can obtain more than we immediately require, it will lie in
our cash balaneex available for future use. Meanwhile, as we ghall now have three sections
in our annual capital programme instead of 1wo, we may reasonably enlarge the conventionnl
figure of one crore which we have hitherto endenvoured to secure as our revenuo surplus.
There is no need to fix any standard surplus ; much will depend on the circumstances of the
year and on the other interests concerned ; but whenever we find ourselves able to budget for
a larger surplus than £667,01 0 without detriment (o the other claims upon us, we shall do so
until the financing of new Delhi is completed.” .

“It will be geen that in this exiract the Hon’ble Member does not
confine himeelf to the idea of huilding I'elhi out of loan funds but makes
prominent and even pointed mention of devoting such surpluses as may he
available to the new capital. Now, oy Lord, 1 do notsay that there is
necessarily any inconsistency between the despatel of the Government of India
and tho statement which the Hon’ble Member has made. It may be urgod
that while the despatch of the Government of India merely mentions that it
might be nccessary to raisc a loan, it does not hind the Governmont to build
Delhi out of loan funds only ; on the other hand, the language of the Hon’ble
Member, though it speaks of devoting surpluses to the construction of Delhi, does
not cxelude tho possibility of raising & loan for building the capital. This, my
Lord, is perfectly truc. But the general impression left on the minds of those
who read the despatch undoubtedly was that the new capital would he built out
of loan funds, as any one can see from what appeared in various newspapers at the
time on the subject. On the other hand, the impression that is strongly created
by the words which the Hon’ble Member has used in his Financial Statoment is
that surpluses would first be devoted to the building of Delhi, and if any more
money is required, that would be found by means of loans.

“ My Loid, the Hon'ble the Finanee Member says that he wishes to allay the
fear—ro far as he is concerned, he thinks it is a bascless fear—that the new city
will be built from the produce of fresh taxation. Now, in sponking of fresh taxa-
tion, I fear the Hon’ble Member is taking only a technical advantage of certain
expressions which have appeared in the Press in this connexion. Tt is true that
immediatcly after the Delhi announcements some newspapers started the cry
that the new capital would cost a lot of mmonoy, and that fresh faxation would be
necessary. But, my Lord, whether the Government imposes fresh taxation
for building Delhi or keeps up taxation at a higher level than is necessary for
the ordinary needs of the country and sccures surpluses which it devotes to
Delhi, is after all the same thing. For when yon devote your surpluses to this
work, you practically take that money out of the current revenues of the
onunt-rg. Mé Lord, what is a surplus ? It is so0 much more monoy
taken by the Governmént from the people than what is nocessary for the
ordinary requircments of the administration. If the Governmeni could estimate
exactly the expenditure required for a year and could alse form an exact csti-
mate of the revenues which would be required fo meet that expenditure, then
there would be no surplus—at any rate, no large surplus. It is hecausc it is
impossible to estimate accurately how much revenuc the Government would

uire in a year that surpluses accrue. But when they so accrue, the fact is
clear that, to the extent represented by them, the Government has taken from
the people more than what was required for the actual purposes of the adminis- *
tration. Now, my Lord, there are threc ways in which a surplus may bhe
cxpended. You mey devote it either to a reduction of debt; or you may devote
it to a reduction of taxation ; or it may be devoted to expenditure on useful
objects in the couniry. In most Western countries, when a surplus is realized,
it 18 devoted to a re@uction of debt. - In this country, the practice,.though not
identical, ultimately results in the same thing. Our surpluses in the first plsce
find their way into pur cash balances and from these they are either devoted to ex-
penditure on railways or irrigation, that is, to productive works—which ultimately
reduces our unproductive dobt by a corresponding amount—or they are directly
used for reducing our debt. But whether they are used in the first or second
way, the result is ultimately the same, namely, that of reducing our unproduc-,
tive debt. This, however, has been one of the principal grievances whi non-

i
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official Members bave urged in this Council again and again for several years
past. I, for one, have heen raising my humble voice yoar after year ngainsi
this misapplication of our surpluses since I entered this Council, now eleven
years ago.  Year after year I have heen pointing out that while this may be
sound finance in the West, it is vot sound finance in this country, where the
unproduetive debt is really a very small amount.  Last year I went al some
length into the question as to what was the amonnt of our @hroductive debt.
I took all the vavious liabilities of the Government jnto consideration, as also all
the sums duo to it and its cash halanees; and T showed that the actual unproduce-
tive indebtedness of the Government of Indin ~putting aside the vast sums
that have been spent on railways and irrigation, as they ave earning their inter-
est—was about 30 millions sterling only. Sinee then the Hon'hle Member
paid off 2 millions out of last year's opinm surplus.  And this year he pays off
again another million out of this year's opium surplns.  Thus, threo millions are
knocked off, leaving only about 27 millions as representing our net unproduc-
tive indebtedness. It is true that the figures of unproductive doht which are
given in Government publications are higher, heeaase they do not take into
account certain sums which are on the other side, namely, the loans that have
been advanced by Government to Native States, to local hodies or to cultivators,
and they also leave out of necount our large cash halances. Now, an indebted-
ness of only 27 millions is a mere trifle for a country like Tndia ; inany case, there
neod not be this great-hurry to pay it off, If the Government will provide a
regular sinking fund of a reasonable amount to pay oft the debt, there will be no
oceasion for anybody to complain.  As a matter of fuct, there is already provi-
sion for such a sinking fund as T pointed out last ycar. Under Railways there
is a sum of a little over eight hundred thousand pounds, which automatically
goes to the redemption of debt. Then again, under Famine Relief and Insurance,
a sum of nearly half a million is always allotted to avoidance or reduction of
debt. A million and a quarter thus, or to be more correet, n million and one-
third, is devoted every year to the reduction of debt. At this vate, if no war
or great famine or any other extraordinary occurrence of a like nature drives
the State to borrow, our entire unproduetive debt will be wiped off in twenty
vears, and that without devoting any part of our surpluses to such reduction.
There is not another country in the world where they could claim to be
able to do this. In Western countries they have to provide a la sinking
fund for the reduction of debt, because their unproductive debts are so
large—a thousand million pounds in Irance, seven hundred million pounds
or someﬂlin% like that ‘in England, and corresponding debts in other
countries! Where you have such huge debts, it is nceessary to provide
for a largo regular sinking fund, and in addition to devote swrpluses, when they
accrue, to the same objegt. Morcover, the expenditure of Western countries
is carried on under the dircet control of the representatives of the people.

Therefore, Governments in Western countries, being largely dependent on the
votes of the Peo]:le, try to concilinte popular feeling hy remitting taxation when-

ever a suitable opportnnity presents itself.  Of course T am not speaking of Eng-

lish finance of the lhst three years ; but, speaking generally, the position is as T
have stated. Though, therefore, the surplus that acerues in any particular year

mnay go to the reduction of debt. any real improvement in the finance#l position, as

represented by that surplus, is ntilized ax a rule for reducing taxation in Western

countrics. In this country. en the other hand, our experiencee is that, whenever

there is & surplus, itis devoted to the reduction of debt and any improvement in

the financial position that it may indicate is hidden away, asx far as possible,

by undercstimating the revenue or overestimating the expenditure for the
following year. And it is only when the improvement is so sriking that it can-

not possibly be hidden away that relief is given to the taxpayers, Take the his-

tory of our finances during the last 14 years,  There were no doubt remissions of
taxation granted, but thut was hecause the Government eanld not help doing it.

Aslong as Government could help it, no reduction was made, and large surpluses
were enjoyed and expended in varions directions. Now, my Lord, my

contention is that in this country a surplus is always a temptation to the

Q
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CGovernment either to pay off its dobl faster than is nocecssary, or else to
increase expenditure in directions which entirely depend u{)on its own will
and which sometimes do not commend themselves to the people.  This question,
therefore, of tho proper disposal of surpluses is to my mind a very important
question, and that is why I raire it whenever an op‘)ortunity prescnts
itself. My Lord, there arc many useful directions in which our surpluses
could be expended, or, if that course does not find favour with the
Governmeont, advantage ought to be taken of them to remit taxation so
that the money remitted might fructify in the pockets of the people. Of
course, if the Governmont merely borrowed to build Delhi without at
the samo time utilizing the surpluses either for reducing taxation or for
expenditurc on useful objeocts, it would in effect be the same thing as devoting
the sur{:lum to the construction of the new capital. Tor in that case, while
you will be borrowing with ono hand to build Delhi, you will, with the other
hand, be paying off debt by means of surpluses, realized by keoping tho lovel
of taxation Eigher than necessary. What T want is that while Delhi should he
built out of loan funds, - our trifling unproductive debt provides ample margin
for that,—the surpluses should be utilized cither for non-rocurring expoenditure
on education, sanitation and medical relief, as my next Rosolulion recommends,
or else they should go to the reduction of taxation.

“My Lord, the Hon’ble Member has ecstimated the surplus for next
year at onv and a balf millions. Asa matter of fact, if the Council will
carefully analyse the fovised estimates of this ycar, it will see that next year’s
surplus is likely to be nearer four millions than one and a half millions, T think
the Hon’'ble Member, as also the Hon'ble Sir James Meston, will have to
admit this. It is true that the Finance Department has made a very skilful
attempt to hide away the true surplus partly under one head and partly
under another, till only one and a half millions is loft to show to the public.
But 1 do not think the attempt has been successful. Take the revised estimates
of this year ; tho surplus shown in the Statement for the year is 2:75 millions
sterling. Out of this, 175 millions is the special opium surplus. The ordinary
surplus, therefore, that this, the excess of ordinary revenue over our ordinary
expenditure in this year’s revised estimates, is one million. Well, let us put
that down first ; next. my Lord, during this year the Government have made
to Local Governments apecial grants, amounting to 1'42 millions or nearly 1}
millions, If these grants had not been made.—they are all extraordinary grants,
~—our lus would have been higher by 1'42 millions. Then again I find
from the Financial 8tatement that about half a million was spent in connce-
tion with the Royal Visit on the Civil side; two hundred and seven thousand
pounds on the Military side, and the bonus and other hoons came to about
six hundred thousand pounds; altogether over one million and three
hundred thousand. That is also extraordinary special expenditure be-
longing to this Km only. We thus have onc million the declared surplus,
1% millions in the amount of special grants to Iocal Governments, and 1-36
millions, or about that, the cost to the Government of India in connection with the
Royal Visit—-altogether 8:87 millions or nenrly 4 millions, This then represents
the real excegg of our revenue over our expenditure at (]l)resent, leaving aside the
opium surplus and leaving aside also what I have called our automatic sinking
fund. But what I find done is that in next year’s Budget, under nearly every’
head, the revenue lias been under-estimated an(i the surplus has been worked down
to 1§ millions only. I hope the Council will see this and I hope it will
realize that the question before us is not about 1} millions only but about
4 millions sterling. If the Government realize this sum of 4 millions,—and I
am sure it will realize it unless something oxtrnordinary happens,—and if the
estimate of the cost of new Delhi is correct, the Government could build the capi-
tal out of surpluses in one or two years. If this happens, whether provision
for the expenditure is made out of current revenue ot the beginning of & year
or out of an estimated surplus at the end of the year makes really no difference.
Only in the one case you put down the expenditure beforchand against revenue,

_ and in the other you wait till such time as tho accounts of the year show
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n surplus and then take the money. In cither ease, however, the wmoncy
comes out of taxation. My Lord, as the Government has foreshadowed in
its despatch of  25th August last the floating of a special Delhi Loan, T
contend Delhi should be constructed out of Toan funds, whether it costs
4 millions or & millions or 10 millions or any other amount. We want our
surpluses for other purposes and the smallness of our unprofluetive debt allows
plenty of mm-fin or a Delhi loan. T urge, iy Lord, therefore, that the loan
for this year should be raised by ono crore more—the amount indieated by the
Hon’ble Member as likely to be taken out of next yemr’s surplus to be spent on
the construction of Delhi--and that the new capital should he constructed
entirely out of loan funds.”

The Hon’ble Maharajadhiraja Bahadur of Burdwan: My Lord,
if the question had been mooted in Council regarding the advisability of having
a new Delhi and if Mr. Gokhale had proposed that there was no need for a new
Delhi, T would probably have voted with him.  Buf here we have to consider
that as we are going to found a new Imperial Delhi and as therefore we have
got to consider the ways and means, I do not sec any reason why we should
not utilise this surplus in building the new Tmperial City. By utilising this
surplus, our loan this year would be less by a crore of rupees. Of course
Mr. Gokhale’s proposition of remitting {axation is onc that has my fullest
sympathy, but 1 am afraid that at the present junctnre it will not be possible
to remit anfr tax, and, on the other hand, many of us would ho very plensed if
we oould build Delhi out of the ovdinary surpluses. For these reasons, my Lord,
I do not think that simply because it was mentioned in the despateh that the
cost of the now Imperial Dolhi should be met out of a special loan, that is any
reason why we should not utilise the surplus that we can lay our hands upon at

the present moment. For these reasons, I am sorry 1 cannot support
Mr. Gokhale's Resolution.”

The Hon’ble Mr. Madge: “ My Lord, the grounds on which this
Resolution appeals to me, I shall hricfly state as follows. The first question to
be decided is whether the money required for the new Delhi would bo a charge
against Bevenue or against Capital, and in so far as my inexpert amatcur
intellect understands it, large operations of the character to be undertaken at
Delhi should be regarded as Capital and charged against loans and not against
Revenue. One of the principles underlying this arrangement should, I suppose,
bo that the burden of expenditure should fall upon the gencrations that would
benefit by the oxpenditure incurred. It may be said that because the
charges incurred in this scheme are in a sense unproductive, you canuob
truce any distinet henefit to them. But T do not take that view of it.
Whatever benefit is {o come—and I supposc the responsible Government
recognise some great benefit - that Lonefit will he shared by a large number
of futurc gouerations ; and I respectfully submit that the life of successive
loans, out of which these charges ought to be wet, should be so protracted
that their proper share of repayments should fall upon future generations
and not on the present generation. Thet ix a principle which is recognised
in all smaller loans, and I fail to sec why it should not be recognised in the
large loans that will be needed for the purpose of building Delhi. I will
not take the same ground that the Hon'ble Mover has taken on one point.
The argument that there should he no difficulty in raising a loan, because
the indebtedness of India is ‘sueh a little one’, is unsound. I believe
our debt is comparatively small because the Government of India has been
wisely careful in a poor country like India in not contracting any bhut
absolutely necessary loans; and the cxamples that we have in the West
at the present time of the manner in which Consols arc being depreciated
hecause of extravagant expenditure incurred is suflicient warning to us in this
regpect ; but I do helieve that the whole charge of huilding Delhi ought to he
considered as Capital expenditure and raised by loans. I entirely agree with
what the Hon'ble Mover has said as to the uses which should be made of sar-
pluses. One of the first of these uses is to reduce taxation. Therc are also
many pressing noeds of this country, wants of the present gencration, which

. Q2
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ought in my humble opinion to he met from the taxes contributed by this
genecration.  On these grounds I support {lic Resolution.”

The Hon'ble Sir James Meston: My Lord, the Hon’ble Mr. Gokhale
has done me the honour of referring lo me as an expert on the subjectj of
surpluses. I was not quito prepared for an attack on our surplus, know:ng
as I do with what care our estimates have been framed. But as the Hon ble
Member has raised the point and has put definite figures before us, I accept his
offer to discuss them. To put it frankly, he thinks that we have been mani-
pulating the surplus; that instead of a million and a half, we really have got
4 millions at our disposal; and he arrives at this conclusion by caloulaling
in the following manner. We have a declared snrplus in the current year of
1 million apart from opium. We have given grants of 1} millions to Local
Governments in tho current yecar; and we have spent 13 millions on the
Royal Visit and on grants, subsidics, presents, boons, cte., in conncetion with it.
Thus he works it out to close on four millions as being the real surplus
revenue we had in the curront year ; and he suggests that, if things go well,
we shall be in a position to lay before Council next year another four millions
or so surplus. Now there are certain qualifying facts and figu res in his
calculations. First of all, thero is a small matter, a matter runnlng to about
a third of a million; in his grants to Local Governments he has includ-
cd the pro formd assignments made through land-revenue head to Local
Governments to gny for boons and other oxpenditure which was in t{he first
instance charged to Provincial revenues in connection with the Royal Visit.
Ho bas again taken this in his calculation of the 1% millions expended on
the Royal Visit, so that we have to oliminate something close on one-
third of o million on that account from his calculation. That would bring
our surplus fo somewhere near 3} millions. And he says that the whole
of this might very well be allotted to the capital expenditure on new
Delhi, I would point out first of all that we have been cautious, we
have been conservative even, in estimating the revenue from railways and
from customs in the next year. We have had an almost phenomnenal year
in 1911-12, and we think that it would be unwise to estimate for another
phenomenal year. We had a bad scare in August last year and we may have
a bad scare again next year, which may develop into a really bad crisis.
Consequently we had to strike off § million on that account from the current
year's revenue in estimating the revenue from railways and customs for the

car to come. That would, I think, reduce his calculation to say 23 millions.

ow, if he would give the whole of that 2} millions to Delhi, I can only take
that arguent as implying that ho disapproves of the special grant to the great
scrvice of education which is going to occupy 1} crores out of our ordinary
surplus this year—b50 lakhs which was announced at the Royal Visit, and the
75 lakhs which have been added to it since. = If he accepts that position, then
I am in entire agreement with him that we could have budgeted for a larger
surplus. ~ Otherwise I think that our £1} millions is a fair and rcasonable
ﬂg‘lro. - .

The Hon’ble Pandit Madan Mohan Malaviya: “My Lord, I beg
to support the motion.. The building up of Delhi is an important thing, and it
ought to be associated with the most happy associations. The fmm(%at-ions of
it were laid by His Imperial Majesty, and cxcept for theinevitable unhappiness
which has been caused to Calcutta, the country as a whole las joined with
the Government in expressing its satisfaction at it. In this view, my Lord,
the diverting of the annual surpluses from their legitimate use ought not to
be i with the buildingT Delhi, if it can be avoided. Build up Delhi,
no doubt, and build it up as well as it should be built up; but let the surpluses,
contributions of the people, go at the same time to build up tho strength of the

. If the surpluses are diverted towards the cost of constructing Delhi,
whatever may be said at the present moment, there will necessarily not be.
the same measurg of funds available for promoting many of the objects in which’
the vital interests of the people are involved. It is not a question of one year,
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nor of asmall sum. Tfear that we shall for several yenrs e confronted, on every
occagion when we urze that woney should be _set apart to promote }mpular
requirements, with the necessity of finding the lavge mwmount which will have
to be found for building wp Tinperial Delbi. 1 submit, my Lord, that the
people generally will feel more satisfaction and a new sonree of publie com-
plaint will he avoided it provision is made by raising a speeindtloan for meeting
the expenditure on Delhi, and no interferenee is made with the means, which |
may, in the natural course of things, he available to the Government of India
for distribution among the many objeets which aflect the people.

“ For these rcasons I strongly support the Resolution.”

The Hon’ble Babu Bhupendranath Basu: *“ 1 risc to support the Reso-
lution moved by my Hon'hle Mv. Gokhale. T offer no ohservations as to the
necessity or otherwise of removing the capital to Delhi; but taking that fact
as granted, it has been asseried in several quarters that the cost of building an
Imperial City at Delhi will be at least 10 crores, and not G croves, as was
cstimated in the despatehes that were placed before the publie.  The question
then arises, how is this fund {o be mel *  The despateh itsell pointed out
the way in which the expenditure might be provided ; but apart from the
despatch, applying ordinary principles of faxation in matters of capital
expenditure, I do think that it is a proposition which cannot be controverted
that expenditure in the shape of capital which will heuefit many generations
must he horne by several generations and spread over a considerable period of
time. That is an ordinary axiom in the incurring of expenditure of this class.
We do not sce why that principle should he devinted from on this occasion.
Money is urgently needed in various dircetions, and if even the romission of
taxation is not possible, it is quite possible to spend the mnoney which my
Hon'ble Friend the Finance Member is devoting to Delhi for purposes which
would be more useful and beneficial. At tho same time I do not think any
one in the country would complain if the expenditure for building Delhi were
met by a loan. Tor these reasons I do hope that the proposal of my friend
the Hon’ble Mr. Gokhale will find acceptance with Governmeont ; for, as was
peinted out by the Hon’ble Pandit Madan Mohan Malaviya, if it weve the fact
that this one crore of rupees was all that was wanted, probably weo could
reconcile ourselves to owr surplus going towards that objeet, namely, the
huilding of a city ; but we all know, whether it is 6 croves or 10 crores, we
have to provide a much larger expenditure, and that expenditure ought to be so
arranged, that the bhurden may be distributed over a considerably longer poeriod
of time. "

The Hon'ble Sir Cecil Graham: * My Lowd, in supporting this Resolu-
tion I should like to say a few words. There scems to me to he no doubt that
the money to build Delli must inany case eveatually come from the taxpayers’
pocket, whether it is provided for next year and the next few succeeding years,
or whether it is spread over b long series of vears. Sccing that that is so, 1
think that if that money is provided entirely thirough a loon, the cost of the
'I)uildinﬁlof Delhi will he kept very much more before the Government of
India, this Council, and the public generally.” ’

The Hon'ble Mr. Mudholkar : ** My Loud, I wish to say a few words on
this Resolution. In regard to the important work—the huilding of the
Imperial City—1I think the Government may follow the policy which the
impress upon local bodics and municipalitics in regard to large works. Buc
works are gencrally not constructed out of the current revenue, beeauso the
cxpenditure is one which is intended to hencfit future generations, and it
would be hard to impose upon one generation the entire cost of a great work,
On that (l)rinciple—-t]w principle of justice—it. is considered proper that the
cost should be cxtended over a number of years.  Another thing which T would
advance in support of this Resolution is that our present taxes were raised
with a view not to mecting extraordinary expenditure of the kind whieh is to
be incurred for the new Imperial City, aud which I for onc say ought to he
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incurred vory gladly, hut these taxes were raised for other purposes, and all
these purposes exist as strong as ever, and the surplus which may ocome to the
Government of India, whetler it is 4 millions or 3} millions or 2 millions or
one million, whatever it may be, that surplus ought to be devoted to those
purposes for which they would ordinarily have been available had not this new
necessity arisen, and should not be diverted {o the new extraordinary purpose,
the necessity of which is beyond question, but which ought to be met from
extraordinary sources.”

The Hon’ble Sir Guy Fleetwood Wilson: *Mr. Gokhale has supported
his Resolution in that eloquent and scholarly manner which always makes it a
treat to listen to him ; but I confess that I think he has hardly been as con-
vineing as he so often is.

“In the speoch with which I introduced the Finanecial Statement last
Friday, it was impossible for me, within the time at my disposal, to enter in
detail into our arrangements for financing the new Capital at Delbi.  There
were many other questions of great importance and wide public interest to be
dealt with ; and all that I attempted to do with this particular question was
to explain the gencral attitude of the Government of India and to touch
upon the main considerations by which we arc actuated. There are obviously
a number of possible mcthods of finding the money necessary for building
Dolhi. If I had discussed the pros and cons of cach method, I should have
occupied an altogether disproportionatc shave of a statoment which had to
embrace a review of our whole financial position. I have seen it suggested
that other and presumably more sinister motives lay behind my declared
anxiety to spare the Council a mass of technical detail on Friday last. I
know the Council too well to think that my hon’ble friends believe anythiuﬁ
of the kind of me. The financing of the new Delhiis a subject of muc
interest and importance to us all, and this Council has a right to the fullest
information regarding it. That information I shall always be ready and
willing to supply. On Friday I could only give it in cpitome and await a
more suitable occasion for entering into detail. That occusion has now been
provided by the Hon’ble Mr. Gokhale’s motion.

“ Let me begin by reminding the Council what is cxactly meant by tho
expenditure on the new Delhi. The project is a public work of quite excep-
tional magnitude, spread over a number of years and costing several millions
sterling. The new Oapital will not be a remuncrative work. It will be a work
similar in character to the residences of our high officials, to the spacious build-
ings which house our busy Beoretariats, to our Courts of Law, and to the othar
public offices which are necessary for the purposes of the orderly government of
a greal country, but which do not yicld any direet roturn. Nor will it
be, in the technical sense, a preductive public work in the same manner as
we talk of our produetive canals or our productive railways; that is to say,
tho direct revenue from it will not be sufficient to pay for the cost of mainte-
nance in addition to a substantial ratc of interest on the outlay originally
o::iwndod upon it. I am not now talking of the city which we hope in time
will grow around the new Captital, or of the amenities to which a city with
such an origin will have a reasonable claim. For these mnatters we may assume
that provision will be made in some form of municipal government with its
own methods df control and its own powers of local taxation. I am speakin
for the present entirely of the public buildings which the new Capital will
require, and of the fitting environment which will have to be created for them.
For those purposes the oxpenditure will be neither remunerative in the ordinary
oommcroiaﬁuaenlga nor uctive in the technical sense which we apply to other
large public works in this country.

“ Now for work of this clags the provision of funds, as I stated briofly whoen
I introduced the Financial Statement, can only take ono of three forms. Wo
may finance the work entirely from current rovenues; wo may financo it
dntirély by horrowing ; or we may finance it partly from current revenues and

partly from borrowed money. As I have said, the Govornment of India
E:ve ocided on the third of these courses. The Hon’ble Mr. Gokhale now
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invites us to alter that decision and adopt the second course.  Other authorities
on finance will no douht press upon ns the first course. It is therefore neces-
sary for me to discuss cach of them seriotim and to explain more fully than was
possible last week the reasons why we have come o our decision, and why we
arc unable to aceept the Resohtion which has heen submitied to Council
today. .
“The first alternative with which T shall deal is the provision of funds for
Delhi from our current revenues.  This, it will be readily seen, would he the
ordinary course for adoption in the case of large public works of an unproduetive
character. In the same way as we build important publie oflices from current
revenucs, in the same way as we propose to build the new Irovineial lead-
quarters at Patna from current vevenue, so should we ordinarily do with Delhi.
We have abundant precedents for this course, both in India and elsewhere, It
is troe that nonc of the recent precedents which comne to my mind ave on the
same scale of Imperial importance as the new Capital of the Indian Empire
will be. But large projects have been finaneed in this manner ; and in some
countries, notably tome of our British colonies, funds have heen raised by specinl
loans on the security of honds which are redeemed in some short period—say 5
or 10 years - from the inception of the work.  This particular plan, which T may
mention was considered by us and rejeeted, is designed to spread the cost of a
project uniformly over the revenue budgets of the years during which the project
1s in hand, and thus proventing the fluctuation of the actual expenditure from
upsetting the budget dispositions of any particular year ov years,  But if we had
deeided on charging the Delhi expenditure diveet to current revenues, either hy
paying for it as the work progressed or by equalising the annual expenditure in
the manner I have mentioned, there was one great and ohvious danger before us.
That danger, I need hardly tell the Council, was the influence of such a
substantial increase in our revenue charges on the budget of a bad year.
At the present moment, I am happy in the feeling that cverything points
to a steady progress, and that our finances ave sound and stable. Rut five
vears ago, in March 1907, my predecessor might have confessed to the same
feeling without being accused of cither optimism or imprudence, although,
as we now know, he was on the eve of a serious famine and a grave financial
crisis. However bright the sky may be just now, it may bo overcast by very
heavy clouds indeed before this Conneil meets in its permanent Chamber in
the new Delhi; and if we are prudent men, we must act nceordingly. What I
felt therefore, and what I am sure all my colleagues felt, was that the risk of
debiting the Delhi expenditure to current revenue was {oo «reat.  We might
have a sudden collapse in our opium revenue; simultancously we might have
scarcity, or we might find owrselves in the troubled waters of an international
financial erisis. At such a time the additional hurden of the Delhi charges,
with whatever economy we might conceive them, might turn the scale
between n surplus and a deficit. They might indeed do <o for more than
one financial year. They might thas prejudice our ervedit, and it is not
inconceivable that we might, in the last resort, be driven to fresh taxation,
I need hardly say that we should regard such a resull as nnfortunate and highly

undesirable. e cannnt ensure neainst it, and we therefore determined to turn
to one of the other alternative methods for finding the money which Dethi will
require.

* The second of those methods would have heen to borrow money for this
special purpose and to keep a balanced account hetween the proceeds of our
special loan on the one hand and our actual expenditure upon Delhi on the
other. We could have raised a large Dclhi loan, in the same way as His
Majesty’s Government raised their loan for the Transvaal or their Irish land
loan ; and there are very many excellent arguments for adopting such a course.
I will take the Council into our full confidence and explain why, after the
most careful consideration, we finally decided against this Jine of action. In
the first place, we considered that it would be uncconomical to raise in one
transaction the whole of the money required for operntions which must neces-
sarily be protracted. A considerable part of the money would remain un-
employed for several years unless we arranged for re-investing it, a course
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which T think every one will consider as undosivable and probably, as I have
said, uncconomical  In the sccond place, we were unwilling to disturh the
stoady development of our productive works by the flotation of a Jarge unpro-
ductive loan in any’one year. If we had raised it in gold in London, we could
hardly have hoped that there would not be some appreciable reaction on the
market for our ordinary railway loans—a market which does not even
in normal circumstances yield as much as those who are intorested in the
rapid extension of our railway systeme would desive. If on the other hand
we had raised the loan in rupees in India, tho cffect upon our limited
loan market in this country would unquestionably have bheen serious.
Morcover, we¢ were advised, on authority which I am sure my cominercial
friends would accept as good authority, that the flolation of a special loan for
Delhi in India wou](ll) not be altogethor popular. There would he difficultics
about transferring holdings from it into one of our ordinary loans, or vice
versd ; and any attempt at a new form of security, such as honds redecmable
by annual drawings, treasury bills, or the like, would be innovations in tho
Indian market and might not meet with success. In briel, and ignoring
these and other technical considerations with which I will not weary the
Council, we saw danger shead if we attempted a special Delhi loan, whether in
sterling or in silver. We feared that it might prejudice the regular and
adequate provision of funds for the devclopment of our railways and the
advancement of our great irrigation works; and we accordingly determined,
after the most anxious consideration and after taking the best advice available,
to borrow for Delhi, in so far as borrowing way be found nccessary, by
additions to our ordinary yearly rupee loauns in India.

“I have said that we decided on this method of borrowing in so far as
borrowing might appear necessary. My Hon'blo friend who has moved the
Resolution now before Council disapproves of this rescrvation. He would
charge the whole of the Delhi expenditure to our borrowed money. I entirely
appreciate his objects and I respect his consistency. Ho considers that the
whole of our surplus revenues should be employed on the important scrvices
which he champions in' this Council. Hc¢ considers that we are far too
nervous about our unproductive borrowings. Ho considers that Delhi should
be built entirely from loans, and that the burden should thus be passed on from
the present to the succeeding generations in cqual proportion. This line of
argument is in complete ﬁtting with the theory of Imperial finance which
Mr. Gokhale has pressed on this Gouncil time and again. focan bring no new
argumients to moet it because our theory also is consistent and we believe it to
be right. But, put very briefly, our objection to borrowing, either specifically
or indirectly, the whole of the expenditure which the project will involve is
that such a course would mean a necessary addition to our unproductive debt.
(I may mention parenthetically that our statement of unproductive debt differs
from that of Hon’ble Mr. Gokhale's: on the 31st of March last it was raised to
454 millions and not as the Flon’ble Member stated only 27 millions.) Some
Tu't of the expenditure on this great Iwmperial projeet will unquestionably
1ave to be met by bhorrowing, and the payment of interest on that borrowing
will become a gurden on the future. But why should we allow that burden
_ to be greater than it really need be if we are in a position to discharge some
; part of it now? The future will have difficultics enough of its own ; fresh
: claims on our exchequer are rising every day; fresh domands for social and
material reform will continue to absorb the best encrgics of my successors. It
is our olear duty to add as little as possible to those burdens and anxioties. If
we are proud of Imperial Delhi and if we wish to leave it as a worthy gift to
coming generations, why should we saddle the gift with a mortgage on the full
value of the property when we are able to do something better ?

“ Let me now recapitulate for 4 moment. Weo object to financing Delhi
wholly from revenue, because we should thereby burden the finances of several
years to come with an indeterminate liability, a liability which may at an
time, and without any warning, curtail our programme of education and other.

. good causes, convert a surplus into a deficit, aggravate a crisis, and even force.
the Government of the day into imposing additional taxation. We object to
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financing Delhi wholly from loans; first, because we should be putting a
greater strain than is nocessary upon the market for our productive loan, and
secondly because we should therehy swell our unproductive debt and our per-
manent interest charges to an extent greater than is nocessary, while we should
be evading that share of responsibility for tho Delhi expenditure which, I
think, this generation ought in fairness to accept.  Holding these views, we
come by elimination to the last of the three possible coursos with which I
began, namely, the financing of Delhi partly from horrowed funds and partly
from surplus revenue. For this course we have an excellent precedent at
hand. In ourannual programme for railway and irrigation works, we estimate
year by year the swms which we shall spend on thoxe two branches of the
administration ; we make a definite plan for meoting so much of the expendi-
‘ture as we reasonably can from loans, and the remainder of the programme we
finance from our cash balances, into which we throw the wholle of our ascer-
tained excess revenue. In the case of Delhi we propose to follow precisely
the same procedure. e shall borrow what we can and when we can; regulat-
ing our loans «o as not to set the market against us; taking money when the
market is cm?r and when funds sccking investment are abundant; and keeping
in our cash halances for futurc use whatever we may not be able to spend
at the time. But we shall also utilise in the same way whatever surplus
revenue we can secure from windfalls or hy cconomics, whenever there is
no paramount claim upon us for the employment of the money in other
directions or for the reduction of taxation. n this way, we oliain a maxi-
mum of elasticity ; and I trust that we shall securc also the minimum of
pressure upon the Indian taxpayer. I believe that the scheme which I have
thus outlined will command the general approval not only of this Council but
of those outside this Council who arc interested in the stability of our Indian
finances.

“ Against the scheme which 1 have now indicaled, two ecriticisms have
been brought to which I must allude before I sit down. One relates to the
methods of our policy, the other to its results. The former of these is the
criticism that, by retaining surplus revenue for capital expenditure, we arc
keeping monei which it would be better to restore to the people, to fruetify
in their pockets. If I wanled to make u imere debating point, I should have
no difficulty in setting one set of my critics against another. For I am told on
the one hand that our surplus revenrue should be employed in lowering the
scale of taxation. On the otheir hand I am assured that what this country
most urgently wants is more education, ete,, and that for the present the remis-
sion of taxation is not a primary need and may well o postponed. I have no
desire however 1o avoid the issuc which this criticism raises and which I need
hardly say bas already had my most anxious uttention. There have been in recent
yecars large and frequent remissions of taxation ; and I am not aware that there
iiany particular tax which now lies as an intolerable load upon the people of
this country. On the other hand we have been laying aside, and continue to
lay aside, large funds for the development of educational and similar social
needs; and I am inclined to think that we are providing funds for these pur-
poses at least as quickly as they can be profitably spent. In these circum-
stances I can soc no hardship in refraining for the time being from further
roductions of taxation.

* The second criticism is the suggestion that, by treating the Nelhi works
as capital expenditure, wo shall in some way obscure the actual outlay. 1
confess that I fail to understund this objection, which seems to be based on a
curiously unintelligent conception of what we propose to do. There is no
possible justification for imagining that our capital expenditure is less carefully
cstimated, or less accuratcly hroaght to account, than our revenue expenditure.
The estimates of our railway and irrigation capital are framned with the greatest
care in our annual' programme. Our uctual expenditure on railways and
irrigation is tabulated in our Finance and Kevenue accounts with the utmost
detail. There is no possible reason why our Delbi cstimates and our Delhi
oxpenditure should not Le treated in exactly the same fashion. Indeed
it is our intention to includc an annual forecast of our requirements

D



424 EXPENDITURE ON NEW DELHT.
. [Sir Guy Fleetwood FWilson; Mr. Gokhale.] [7rH MAncr 1912.)

for Delhi in tho regular capital programme, and bring the expenditure
to account undor a separate head which the Council will find that we lave
opened for the purpose in our Financial Statement. In this way the ostimates
will be as earefully scrutinised as those of any other projects which the Govern-
ment control, and the accounts will reccive the same publicity, and will be
recorded with the same precision, as all other capital expenditure. The
method of finance which we have accepted and adopted will in no way wrap
up the Delhi operations in technical obscurity ; on the contrary, it will simplify
and systematise their financial results.”

The Hon’ble Mr. Gokhale : “ My Lord, I will first say afew words as to
what has fallen from my Hon'ble friend Sir James Meston. I accept his corree-
tion asregards £} million, and I am quite willing to say that tho prosent excess
of our revenue over our expenditure is about 34 millions instead of 34 millions.
As regards the other point, namely, that I have left out of account tho proposed
expenditure on education next year, namely, 1} crores, I may remind my Ifon’ble
friend that I have also left out our normal growth of revenue during next year.
Bir Edward Baker, when he was Finance Minister, once cstimated this norinal

rowth of our revenues at about 1% crores. I have not taken that into consi-

eration, and that is & set-off against the increase in educational cxpenditure
whioh has been provided. Assuming, however, that the £4 million extra, which
is going to be spent on edueation, should be deducted, there etill remains a
surplus of 2} millions. My Han'ble friend could not take it down further, and
he has not told us whythe Finance Department has budgeted for a surplus of
only a million and a half. But whether the actual amount is 3% millions or 8
millions or 2} millions, it is a substantial surplus, and my contention is that
there is nothing to prevent the Government from building Delhi out of current
revenues by devoting the whole of tho surplus to it for two or threo years.

“My Lord, the Hon’ble the Finance Minister drow a somewhat frightening
picture as to what might happen to us in the course of a year. The sky, he
warned us, might suddeng become overcast, and instead of the very comfortable
situation in which the Finance Department findsitself at present, it might be
nece to impose extra tazation! In replying to my friend the Hon'ble
Pandit Madan Mohan Malaviya a few minutes ago, the Hon’ble Member spoke
of his proposal as caloulated to lead to bankruptey! Now I am quite sure the
force of reasoning of the Hon’ble Member would not suffer any abatement if he
did not try to frighten us thus with talk of bankruptcy or of extra taxation.
I am quite sure there is no need just now for either. With a surplus which
may reach five millions, with that amount jingling in his pocket, I really do
do not understand how he can talk of bankruptoy or of extra taxation! Whon
we do actually get into troubled waters, it will be time enough for Lim to speak
of bankruptoy or other dreadful possibilities! The Hon'ble Member said that
in other countries they,have resorted to short term loans for such purposes.
‘Well, I should be very glad if that plan were adopted by the Government of
India. A short term loan, spreading the burden of building the new Capital
over a period of, say, tem or fifteen years, would not be a bad arrangement.
What 1 object to strongly is the utilization of our surpluses in this indefinite
manner for the building of Delhi. The Hon'ble Member says, why should we
throw any burden on future generations ! But what does he mean {uy a genera=
tion? Does he mean that only two or three or four years form a generation?
At the present rate, if things continue normal, you could build Delhi in the
course of two or three years out of surplusesif the estimato of the cost is not far
wrong. Does he call two or three years a generation ? If he raises o short term
loan of ten or fiftean years, I should have no complaint to make.

“ Then, my Ixard, the Hon’ble Member says that the opium-revenuo might
be extinguis.hetf any moinent or that we might éuddenly get into other compli-
cations. But that! itself is, to my mind. a very important reason why this

which is ayailable just now should not be devoted to such purposes as
builting a new city’ when it is urgently wanted for other objects. Moncy for
non-recurring expenditdre is required in various directions, as I will show when
I move my next Resolution,—for education, for sanitation and for modical relief.
o0 ' '
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When you have a surplus, that surely isthe timo when yon can help T.oeal
Governments in meeting this expenditure. But my Hon'ble friend, when he
has the opportunity, wants to take away the surplus for building a new
Imperial city, and so we cannot get it now. Later, if and when we get into
more troublous times, he will, of course, have nothing fo zive to Local
Governments for these objects. I recomnize that provision has heen made in
this year's budget for an additional 125 lakhs for education. That of course
is true and I will speak nbout it on a future oceasion. But leaving that out
of account and merely confining owrselves to the manner in which our
surpluses are utilised, I contend that the first and foremost elaim on them in our
present state is that of non-recurring expenditure in connection with education,
sanifation and medical relief. The llon’ble Member said that his figure for
nnproductive debt differod from mine, and he mentioned 45 millions as
the figure of our unproductive debt at present.  Through the courtesy of the
Hon’ble S8ir James Meston I have got that figure iere. A glance at it is
sufficient to show that it docs not represent the net unproductive in-
debtedness of the country to-day. Take the amount horrowed in 1008-09. There
was in that year a deficit of about 33 millions, but the Government
floated a loan of G millions—33 millions to meet the delicit, and 24 millions
for other purposes. Again, later on, they borrowed 5 wmillions to pay off
certain debentures, and then, instead of paying off the debentures, the loan
went to swell the cash balances at the disposal of the Secrvetary of State.
Surely that does not mean any true addition to our net indehtedness. 1 we
take our net indebtedness, by which I mean—all that the Government owes,
minus all that is owed to the Government and the cash balances, whieh the
Government maintain whether in England or in India,—the figzure wiil be
found to he 27 millions only, and no more. Well, that is a small amount, and
if you add to this four or five millions for building Delhi, owr unproductive
debt will still be trifling.

“ My Lord, to the other questions raised by the Hon’hle Member, I think
it will be more convenient for me to reply when I deal with the next Resolu-
tion. TPis matter is an important one, and I think it necessary to press my
motion.’

The Council divided :

Ayes—16,

The Hon'ble Pandit Madan Mohan Malaviya, the Hon'ble Rajn of
Dighapatia, the Hou’ble Babu -Bhupondranath Basu, the How'ble Mr.
Sachchidananda Sinha, the Hon’ble Mr. Haque, the Hon'ble Nawab =aiyid
Muhammad, the Hon’ble Mr. Subba Rao, the Hon'ble Raja of Kwrupam.
the Ron'ble Mr. Gokhale, the Hon'ble Mr. Fyffe, the Hon’ble Mr. Mudholkar,
the Hon’ble Mr. Madve, the Hon'ble 8ir C. W. N. Grahawm, the Hon'ble
8ir Gangadhar Rao Ohitnavis, the Hon’ble Mr. Jinnah, and the Hon’ble Mr.
Bhurgri.

Noes—89.

His Honour the Lieutenant-Governor of Bengal, His Excellency the Com-
mander-in-Chief, the Hon’ble Sir Robert Carlyle, the Hon'ble Sir Harcourt
Butler, the Hon’ble Sy+d Ali Imam, the Hon’ble Mr, Clark, the Hon’ble Bir
Reginald Craddock, the Hon’ble Major General Sir M. H. 8. Grover, the Hon’ble
Mr. Maclagan, the llon'ble Mr. Porter, the Hon’ble Mr. 8harp, the Hon’ble
Mr. Enthoven, the Hon'ble Mr. Wheeler, the Hon’ble Mr. Brunyate, the
Hon’ble 8ir A. H. McMahon, the Hon’ble Nawab Abdul Majid, the Hon'ble
Kaja of Partabgarh, the Hon’ble Maulvi Shams-ul-Huda, the Hon’ble Mr. Lyon,
the Hon'ble Maharajadhiraja Bahadur of Burdwan, the Hon’ble Mr. S8aunders,
the Hon'ble 8ir James Meston, the Hon’ble Surzeon General Sir C. P. Lukis,
the Hon’ble Mr. Fremantle, the Hon'ble Mr. Vincent, the Hon’ble Mr. Carr,
the Hon'ble Mr. Arthur, the Hon'ble Mr. Phillips, the Hon'ble Mr. Dadabhoy,
the Hon'ble Mr. Meredith, the Hon’ble Mr. Shafi, the Hon'ble Khan Zulfikar
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Ali Khan, the Hon'ble Malik Umar Hyat Khan, the Hon'ble Maung Mye,
the Hon'ble Mr. Gates, the Hon’ble 8ir Charles Stewart-Wilson, the Hon'ble
Myr. Dempster, the Hon’ble 8ir T. R. Wynne, and the Hon'ble Mr, Kenrick.

Bo the Resolution was rejected.

(The Hon'ble Sir Harcourt Butler took the Chair.)
PROVINCIAL GRANTS.

The Hon’ble Mr, Gokhale: “Bir,I beg to move that this Counecil
recommends to the Governor General in Council that the total amount of the
grants proposed to be made to the several Provincial Governments and
Administrations during 1912-13 be increased by one million sterling—
which means two-thirds of next year’s estimated surplus—to form the nucleus
of special Provincial reserves, from which thoso Governments and Administra-
tions could finance programmes of non-recurring expenditure in their Pro-
vinces on education, sanitation and medical relief, spread over a peried of at
least five years, and that in future two-thirds of the Imperial surplus, whenever
it acerues, be added to these reserves.

“8ir, before I deal with this Resolution, I think it necessary to
rencw my complaint of last year as regards the rule which regulates
the discussion of additional grants to l.ocal Governments in this Council.
I pointed out last year—and I must repeat again today what I then said—
that under the rule as it stands only the additional grants that are
made in the budget for the year following can come wup directly
for discussion before this Council. The rule speaks of ‘any additional

nts mentioned in the 'Financial BStatemen:,’ and ‘Financial Statement’
1s defined “as the preliminary financial estimates of the Governor General
in Council for the financial year mext following.' Therefore, strictly speak-
ing, we can raise a debate here today only ns regards additional grants that
are in the budget estimates for next year, that is, for 1918-14. “The rule,
therefore, Sir, causes considerable inconvenience, because the more import-
ant grants are generally found in the revised estimates of a olosing year,
and if a Finance \inister chooses to put it out of our power—I do not say
that the present Finance Minister intends to do anything of the kind--to
discuss the grants that are madein the year, all that he has got to do is to
under-estimate the revenue in the budget, mention no grants, and, once the
Finnncial Statement is out of the hands of tbis Council, to begin making grants,
mentioning them only at the end of the year in the revised ostimates | If
this is done and if there are no additional grants in the budget for the year
follow'ng, no question-can be raised about the grants made during the year.
Fortunately, this year we have got additional grants for education in next
year’s budget, and therefore we are able today to bring up the whole
question of grants for discussion. I point this out because, unless this is
romedied, an i.m;wrtant objest which the Government had in view in
expanding tho functions of this Council will be frustrated. A small
change is all that is necessary. ‘Financial Statement'should include not
only preliminary estimates for the year following but also the revised
estimates for the gurrant year.  Bir, this morning I pointed out that, if things
continued normal; our real surplus next year will be nearer four millions
than 14 millions' which is estimated in the Financial Btatement. It will
certainly be over* three. millions, and probably it will be nearer four. Now,
the question is, how is this surplus going to be disposed of ? It is an old
standing controve-sy |‘between ‘the ance Department of Government on the
one side and certain ‘non-ofiicial Members of this Council on the other,—
a controversy which:las been ocarried on year after year for several
years past, and I‘ fear that it will have to be carried on till the
Government comes round to the view which has been so often urged upon
its attention. I pointéed out this morning, Bir, that a surplus after all
‘is 80 much more revenue taken from the people than w is
required for the®needs of administration. A surplus, moreover, springs from:
the proceeds of taxation, and therein lies the difference between it and a loan,’
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A loan is raised by Dhorrowing; a surplus rosults from taxation. Now, Sir,
had our unproductive debt heea large, T could have understood the present
policy of devoting surpluses to the reduction of deht. Lven taking the
figure which tl.e Hon’ble the Finance Member gave this morning, namely,
45 millions, everybody will admit that it is a very small ahount, oonsitlerin'g
the extent of the country and its financial resources. Morcover,
if you provide a reasonable sinking fund for liquidating this debt, the
responsibilities of the present gencration in that  matter are discharged.
I havo pointed ont already that therc is a million and a quarter or rather a
million and one-third annually devoled to the reduction of debt asa sort of
sinking fund. And, even if our deht is -5 millions, a million and a quarter or
a million and a half, devoted every yoar to its reduction, is a very satisfactory
sinking fund, and there is no necessity for any portion of our surpluses being
utilized for the same object. My first point therefore is that, taking the small-
ness of our unproductive debt into consideration, there is no need to liquidate it
out of our ordinary surpluses—the provision that already cxists for redemption
of capital under railways nnd for reduction or avoidance of debt under famine
insurance being amply sufficient for the purpose.

“8ir, my second point is that money is required for non-recurring expen-
diture in many directions in this country, speeially for education, sanitation
and medical relief. Schools have to be built and good water-supply in
villages and drainage and water works in towns are needed all over the country,
and we also want dispensaries and hospitals. These works will require not ten
but hundreds of crores of rupees, and the problem could not be satisfactorily
dealt with unless the Government made a large regular allotment for this pur-
pose. The Government, however, is reluctant to make a large regular allotment
out of current revenues Therefore, I propose another method which, though not
equally satisfactory, will be found to answer the requircments to some extent,
T pointed out this morning that the excess of our normal revenue over expen-
diture, taking things as they stand at present, is about 4 millions
or 8 crores of rupees. Now what I urge is that two-thirds of this surplus,
as also of future surpluses, should be placed at the disposal of Provincial
Governments for non-recurring expenditure on the objeets I have mentioned.
The present policy of making grants for once year only out of the surplus that
accrues during that year is a wasteful policy. No one has condemned the
policy of doles in stronger terms than the Ifon’ble the Finance Member
or the Hon’ble Sir James Mceston. The Decentralization Commission also has
expressed itself very stronely on the subjeet, -in fact every one seems to be
agreed on that point. And the present policy is nothing but a policy of doles.
Whenever you have a large surplus, you feel bound to distribute a part of it
among the 1 Governments, 0 much to one, so muelh 1o another and so on.
The result.is that there is a arcat doal of waste. The Local Governments cannot
rely upon a continuance of their good fortune, and, therefore, they cannot take
in hand any large scheme which requires financing over a scrics of years. This
leads often to ineffective and wasteful expenditure, which no one really
deplores more than the Local Governments themsclves. The Government of
India, on the other hand, can think only of a single surplus at a time, and
therefore it is not surprising that it does not bind itsclf to make any further
grant until another surplusis realised. Thus this policy of doles, into which
the Finance Department is again drifting—and I say this in spite of my great
admiration for the manner in which the Hon’ble Member has been adminis-
tering our finances during recent years—is a wastelul policy and it must there-
fore be altered.

“ Now, 8ir, the only way in which you can alter this policy is by adopting
a scheme somewhat similar to what T have ventured to place hefore you. My
proposal is that whenever you realiso a surplus, you put aside, if you insist
on it, a certain reasonable proportion of it to go to the liquidation of debt.
L for one, do not want really any portion of the surpluses to go to the liguida-
tion of debt. But the Finance ]Eapm*tmcnt thinks otherwisc ; therefore let
p foertain proportion—not more than onc-third—go to the liquidation
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of debt. Having done that, let the rest of it bo wmade over to
Provincial Governments to form the nuclous of Provincial reserves for
non-recurring expenditure on education, sanitation and medical relief.
Sir Edward DBaker started fawmine reserves in the different Provinces.
That policy has been further developed under the present financial
régime. I would like to have another reserve in each TProvince for
the purpose of meeting non-recurring expenditure on education, sanitation
and medical relief.  What the Government may do is this: if you have
a million and a half noxt year (taking the figcure in the Budget Estimates),
take half a million for your own purpose, but give the remaining million
to the Local Governments, distributing it among them in accordance with
sonic fixed principle of which I will speak later. Let the monoy thus given
remain with the Local Governments. Again, in the year that follows, if a
surplus is realized, let two-thirds of it be again added to the different Provin-
cial reserves, When, after a tine, the Provincial Governments find that
they have built up reserves strong enough to take in hand a large programme
of non-recurring cxpenditure and when they feel that they have enough
moncy to finance such a programie over a series of years, let them begin to
carry out such a programme. Bi‘ this method the wastefulness which is inevit-
able under the policy of doles will be prevented and the money allotted will
be used most effectively. When the Provincial Governments have a consider-
able amount of money to their credit in this manner, they will feel sure of
being able to finance certain schemes properly, till they are carricd out.
During that time, while they are engaged In carrying out these schemes,
more money will be coming in fromn other surpluses, and thus they will be in a
position to take in hand from time to time other schemes. It is only by
thus enabling the Provincial Governments to have special reserves at their
disposal and to spread their programmes over a series of ycars that the most
useful and the most economical expenditure of the grants made to Loocal
Governments can be ensured.

“ 8ir, an unfortunate feature of the present policy, which needs special
mention, is that a great deal of scramble goes on among the different Provincial
Governments as to how to secure the largest share for themselves. In fact, one
almost feels that the days prior to 1870, when the decentralization of our Provin-
cial finance first began, are again returning in some respects. It is not the
Province that has the greatest need that gets the most, but it is the Province
that makes the most clamour, that manages somehow to he heard most, that
gets most.”

The Hon’ble Sir Guy Fleetwood Wilson : *“ What about Bombay"'?

The Hon’ble Mr. Gokhale: ‘ If the description applies to Bombay, let
it apply. | have no knowledge on the subject.

“ But I say that this scramble is unfair all round and that is another
argument against the present system.

“ 8ir, if the Government adopted some fixed principle in accordance with
which surpluses would be distributed among the different Provincial Govern-
ments, not only would this scramble cease, but it would also be one way of
redressing those inequalities of Provincial finance to which my friend, the
Hon'ble %’andit Madan Mohan Malaviya, drew attention this morning. It
is truc that we cannot now go in search of any new theoretical standards
of equality in distributing the rovenues of the country among the different
Provinces. But so far as the distribution of surpluses is concerned, we are
not committed to any old scales of expenditure, and the Government of India
could very well make the distribution in accordance with some fair standard,
say, rateably aocording to the revenues which are received by it from the
different Provinoces. That, I think, would be a very fair way of distributing
_the additional grants. Take, Bir, the Education Department, over which you

reside. 1 sincerely rejoice that more money has been found for education.
ut if the Government sanctions so much money for an educational insti-
tution in one. Province, s0 much for an institution in another Province,
that does not appear to.-be a very satisfactory way of spending the amount,
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What the Government should do—and I am sure that is what the Educa-
tion Department wanis to do--is to have a eomprehensive programme
framed after considering tho important needs of all the Provinces; and to
carry out this programme, as funds are available, the Department should
distribute any money that comes into its hands rateahbly or acecrding to some
other tixed principle. And the different Provineial Governments should then
be left free to decide on what particular institutions they would spend
the money. If the Government of India cither in the Edueation Depart-
ment or in any other Department takes it upon itsell to sanction special
expenditure on particular institutions in the different Provinees, of which
it cannot, in the circumstances of the case, know mueh, it is bound to lead to
unsatisfactory results. After all the Local Governments are, spenking generally,
the best qualified to decide what institutions in their Provinces need or deserve
money next. Sir, tho recent despatches of the @overnment of India
and the Secretary of State on the administrative changes mention
Provincial autonomy as being the goal towards which the Government in
this country must advance. It is a momentous declaration, I do not want
to enter on this occasion into the question which has already heen raised in
connection with it, namely, whethor the expression signifies popular Provineial
autonomy or only official Provincial autonomy. Whichever antonomy is meant,
one thing is clear, that the Provinces are to bo left more and more, under the
general control of the Government of India, to administer their affairs
themselves. If that isso gencrally, it must also be so in the matter of spending
money, In placing, therefore, lump allotments to the credit of the various
Provincial Governments, and allowing them to spend these allotments in such
ways a8 they may deom fit, you will be only carrying out this policy. 8ir, I
therefore propose that two-thirds of next {car’s surplus should go to form a
nucleus of Provincial reserves, and, as frosh surpluses acerue, two-thirds of them
should be added to these Provincial rescrves. S8ir, I move the Lesolution which
stands in my name."”

The Hon'ble Sir James Meston: * Sir, in the carnest and suggestive
speech to which we have just listened, the IHon'ble Mr. Gokhale covered a
certain amount of ground on which I am not venturesome enough to trespass.
He has, for instance, discussed the methods of distribution of tho grants made
by the Imperial Government to Provincinl Governments for education and
other good causes. These criticisms I have little donht will he dealt with on the
day on which the grants are explained, and no doubt his arguments on these
points will be met by the Departmont concerned. But apart from these
criticisms, and apart from the constitutional question which he raised
at the beginning of his speech, in regard to which T amn oqually unable
to offer any expression of opinion, it seems to me that the Hon’ble
Member's speech is divided, like ancient Gaul, inlo threce parts. I do not
take them quite in tho order in which he did; but he zave us a locture
against doles or fortuitous grants, fortuitous charities, from Innperial revenues.
He then went on to urge the importance of giving Provinces some sort of machi-
nery for accumulating these iniquitous dolos when they come their way, and
keeping them handy for programmes of expenditiwe when those programmes
haﬂpen tobeready. And lastly, and most important of all, he reverted once again
to his favourite subject, our shortsightedness in huilding up large surpluses for
ultimate use in capital expenditure when there is so muach more that wo can do
with our money in other dircctions. Well, Siv, first of all in regard to doles, the
Hon'ble Member seemed to me to twit the Government of India with a discre-
pancy between their principles and their practice. IIe said that doles are bad
things in themselves ; theyare demoralising to Local Governments ; they tumble
into Provincial revenues at a timie when probably there is no ‘schemne ready for
their useful employment ; and they are mischicvous in other ways which he has
described. He sald that Government knew all tLis perfeetly well and that
Government has acknowledged it in the past, hut that still unrepenting they
continue giving doles. It is perfectly true that the Government of India have
sct their face against this mcthod of finance and that they have built up the
whole fabric of the permaneut Proviucial scttlements as a barrier between
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themselves and this fortuitous and unsystematic scheme of Provineial financo.
But there are doles and doles. If a Imperial grant is thrown at a Local
Government when it does not want it, \r]-]nen it has not any scheme ready for
using it, I admit it is open to everyone of the drawbacks that the Hon’ble
Member has described. If, on the other band, the Imperial Government gives
subsidies when it is in & position to be liberal and gives them in pursuance
of a definite scheme of high Imperial policy, then I hardly think that any
Member in this Council could describe these grants as detrimental, even if they
have to be given at short notice and in somcwhat irregular amounts. The
Hon’ble Member would say, I have no doubt, that they fluctuato and that their
fluctuations upset the equilibrium of the Provincial finances. The fact is that
unless the Imperial grants take the form of a definito share of a regular and
recurring source of revenue, they must fluctuate with the capacity of the Gov-
ornment of India to meet them. The Hon’ble Member’s own proposal is not
freo from the objection of fluctuations. Indeed, I am inclined to think, if the
Hon’ble Member’s proposal is accepted, fluctuations will be greater than they are
even now in the existing conditions. It is all very well to promise a Province
a sharc in a prospective Budget surplus, but we all know what happens
when the timo comes a year hence ; that surplus may have beon doubled, or
trebled ; or it may bave disappeared altogether. II the Province had calculated
on the assistance which we have budgeted for and laid out its plans accordingly,
the actual distribution of the money available may cause it very serious and
grave embarrassment. I cannot therefore think that there isanything radically
wrong in giving these grants when we are in a position to do so for purposes
which have been accepted as part of tho Imperial policy of the country.

“ Nor, to turn to the second of the llon'ble Member's objects, do I think
that, in fgiving tLese grants in the way wo do, we debar Local Governments in
any way from layinﬁ out programmes for their proper expenditure. As this
Council knows, the budget arrangements of the Imperial Government are very
different from those of the Provincial Governments. There is an important
and radical distinction which affects this question. Mr. Gokhale, I understand,
would constitute sometbing in the nature of an Education Fund, a Banitation
I'und, and so on, for each Province, and to these funds he would credit the
Imperial grants, and from these funds he would allow the Local Governments
to draw when their p mmes are sufficiently forward to require money. If
I may say so, there 18 absolutely nothing in the existing arrangements which
would sprevent a Local Government fromn doing everything which he suggests,
exoept that it could not teohnically constitute a fund. The distinction to
which I have mt referred between the Imporial and Provincial finance .
explains why this difficulty is not an important onc. The Government
of India have to close their revenue accounts to a point every year, and
the excess revenue of that year has to be written off the revenue
account, so that it is no longer available for ordinary revenue purposes .
in the next year or in any future year. Now, the Provincial system is cntirely
different. In the.Provinces, your excess revenue is carried into the Provincial
balance, and it is carried from the balance to the next year, and it becomes
available for expepditure;against future years. If you havea grant or a subsidy
which you canngt usk:at the time : when it is given, it is passed into the -
balance and remains there at the credit and the complete command and control :
of the Provinces. There is no necessity whatsoever for a separate fund for a
separato reserve for this class of expenditure. The Government can
keep a separate sccoupt for it if it likes, and presumably it will do so as a
matter of course. : Meanwhile the ‘meney that lLias not been spent in the year
will lie safely in the balance and can be drawn upon next yoar or the year aftor
or whenever the particular programme is ready for execution. I do not think
that anything in.ghe nature of special Provincial reserves is really neceesary or -
in any way desirable. . Each Local Government, as I have said, will presumably
keep an aocount of its grants and pxpenditurc; and the Legislative Council .of .
the Provinco will be at liberty $p ‘call for the account, to sorutinise it, and to -
satisfy itself what progress hag béén rhade. -
“The thirdfof the Hon’ble. Member's points, judging from the ¢
tion which -be gssigned to it, is by far tht})o::oat ?m;?cﬁgnt in his l;:;
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mind., He wishes to sce the dissemination of the Tmperial sarpluz year
after year among the Provinces for the advancement ol edueation and
sanitation and all the other gool causes which he has at heart, instead of
the retention of owr surplus to he ultimately thrown inte our eash balance
and be available for capital expenditare.  Tn other words, Mr. Gokhale
would horrow much more Ifreely than we do, and he would keep a much
narrower ma.t'gin batween our revenuo and our current nx]n:ndlturc. Now, this
brings us back, as he said himself, to the old difference of opinion—I am surs he
agrees with me that it is a perfoetly honest an 1 reasoned difference of opinion—
hetween himself and the Government of India as rezards the veduction of debt.
Mr. Gokhale would push on with the great work of educating and sanitating
the country with a view to the woral harvest which the future is going to yield.
If that' prospect were assured, why, he asks, should we worry over the petty
anxiety of ways and means; why should our debt uot look after itself; why
should future generations not hear a burden which we are unnecessarily attempt-
ing to lighten for them? Now, there is no one who would accept that happy
solution more cordially then we in the Finance Department; but whether it is
because we are dealing with hard cash or harder hearts, we look upon these
things very soberly and are droadfully afenid of walking in the clouds. What
we do in our humdrum way is to find the means for the good causes which
Mr. Gokhale advocates in this Conneil, but all the time we have to keep an eye
upon tho growth of our public debt, which is one of the suret barometers of
national safety. To koep the growth of that debt within moderate limits, to
reduce the volume of our unproductive debt by evory means iz our power, and
to prevent the burden of interezt charges from passing as an intolerable load
upon the future generation—these we regard as among our paramouunt duties,
I do not for a moment profess to weigh them in the scale aguinst the duty of
raising the people and elevating their lot. But this1 do say, that without
financial caution and without maintaining the present high credit of India, the
elevation of our people runs serious danger of becoming an empty lhope.
Holding therefore as I do, that these doles, asthe Hon'ble Mr. Gokhale ealls
them, that theso grants ave neither inconvenient in themselves nor nnsuitable
in form ; that it is quite unnecessary to create special Proviuncial reserves ; and
that we should be extremcly impradent if we diwinished our already very
moderate Imperial surpluses,—T am sorry that I nust oppose the Resolution
now hefore the Council.”

The Hon’ble Sir Guy Fleetwood Wilson: *Sir, 1 will deal with
just two points which 1y Hon'ble friend opposite has vaised. I have
nothing to add to what has heen said by the Hon'ble. Sir James Meston,
and there are only two points that the Ilon'ble Sir James Meston could
not deal with. One is, as indieated by him, that considerable portion of the
Hon’ble Mr. Gokhale’s specch which dealt with the grants for education and
which can only be dealt with by the Member in chargo of the Education Dopart-
ment, 1nasmuch as it raises the question of the manner in which the money is
allotted by him or hy his Department after the money had heen placed at his  dis-

osal. ’J{lc second point which my Hou’ble friend was nnable to deal with—-and
it is one which especially intcrests my Hon'ble friend Mr. Gokhale —is the diffi-
culty indicated in regard to the discussion under the present rules.  That peint 1
am not empowered to say much about, hut T may say that the point has
already received my attention, aud I have every hope it will he dealt with the
first time that we make amendments to the rules, It would bhe inadvisable to
deal with only one alteration or amendinent, hut as time goes on we shall no
doubt find other alterations and amendments which might be considered
necessary. It is for this reason that I cannot give any definite answer at the
present moment.”

The Hon’ble Mr. Gokhale: * Sir, the Hon'ble Sir Jamos Meston has
opposed this Resolution, but I should like to hear his views on the same subject
a year hence and in another place. The difference between the present arrange-
ment and the arrangoment that would come into foree if my Resolution is
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adopted, is this. 1In the first place, the Government of Indin would be
bound to allot two-thirds of its surpluses to Provincial Governmonts. There
is no such obligation now; as a matter of fact, it is a mere matter of
chance how much the Government gives to Provincial Governments
or when it gives it to them. My view is that a surplus, being so much
more money taken from the people, it should be returned to the people
cither by reducing taxation, or by spending it on objects of public utility. And
my suggestion is that the Government of India should be bound to return two-
thirds of anf' surplus, that arises, to the people in the shape of allotments to Pro-
vinces for objects that I have already mentioned. Sccondly, Sir, I should like to
bind the Provinecial Governments themselves in their turn to spend the sums
which they receive on programmmes of non-recurring cxpenditure connected with
education, sanitation and medical relief. T think such an automatic arrangement
will give Provincial Governments a greater sense of confidence as regards taking
in hand definite important programmes which must be spread over a certain
number of years, If special reserves were built up on the lines I have pro-
posed, and if automatically two-thirds of our surpluses go into thesc reserves, the
position of Local Governments in dealing with such programmes would Le
much stronger than it is at present. The Hon'ble Member asks, what would
happen if thore is no surplus in any one year ? Well, there would be no addition
to the reserves in that year, but the Provincial Governments will have started
their programmes on the strength of what was already in their rescrves, and so
thosc programmes will not be intefered with.

“I think my Hon'ble friend will have to admit that there is an important
difference between what would happen if mny proposal were adopted and
things as they are under present arrangemecnts. As regards what ho said
about the necessity of maintaining our credit high, well, they are old arguments
which have been brought forward on the Government side again and again
by him, by the present Finance Minister, by his predecessor 8ir Edward Baker,
and by his predecessor 8ir Edward Law. Wo have discussed these points again
and again, and though the Government has moved to a certain ecxtent from its
first position, it will have to move agood deal further before the controversy is
over. After all, doesanybody really contend that the credit of our country is high
or low, according as a sma.lf.‘unproduo.tivc debt is a few millions less or more P
Can any one seriously argue that a debt of 40 millions for this country means
higher credit than a debt of 50 millions ? The Government of India have been
borrowing at the same rate for the last twenty years or so. The last conversion
scheme was, I believe, in the days of 8ir David Barbour, and therc has heen no
conversion since then. If you have been borrowing at the same rate for the last
twenty years, though recent surpluses have enabled you to reduce your un.

roductive debt considerably, I do not see how a little highur or a little lower
]t{ebt makes any real difference to your credit. I can understand the argument,
which I remember was used in this Council ahout twenty years ago or there-
about, by a Member of the Government for keeping the unproductive debt low,
He said it was necessary to keep down the debt in order that the Government
may be in a position to borrow again if a sudden emergency arose on the North-
Western Frontier. That was at the time when Indian finance was dominated
by the fear of a Bussian invasion, and there was them a substantial reason
for the policy of ;reducing the unproductive debt on cvery possible occasion.
But that situntion has been profoundly altered, and, with our unproduc-
tive dcht standing as low as it does, to talk of the nocessity of maintaining
our credit high in eonnection with the use of our surpluses is to use, as 1 once
said, Western formulde, without taking into account the difforence between
Western and Bastarn conditions. Unless the Government allots money out of
surpluses to non-yecurricg expenditure on education and other ohjects, where
is the money to come from ? you go to a Provincial Governmont, it says
it has no money; the Government of Iudia has the money, and I contend
tha it is its duty t0 make that money available to tho country for the purposes

; “which 1 have mentioned.”
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The Council divided :

Ayes—13.

The Hon’ble Pandit Madan Mohan Malaviyva, the Hon’ble Nawab Abdul
Majid, the Hon’ble Raja of Dighapatia, the Hon’ble Baby Bhupendranath
Basu, the Hon’ble Mr Sachchidananda 8inha, the Ion’ble Mr. Haque, the
Hon’ble Nawab Saiyad Mulmmmad, the Hon’ble JMr. Subba Rao, the Hon’ble
Raja of Kurupam, the Hon’ble Mr. Gokhale, the Ilon’ble Mr. Mudholkar, the
Hon’ble Mr, Jinnah, and the on’ble Mr. Bhurari.

Noes—d40.

His Honour the Licutenant-Governor of Bengal, the Hon’ble 8ir Robert
Carlyle, the Hon’ble Mr, Syed Ali Tinan, the IHon’ble My. Clark, the Hon'ble
Bir Reginald Craddock, the Hon'ble Sir G. Fleetwood Wilson, the Hon’ble
Major &eneral Sir M. H. 8. Grover, the Hon'ble My. Maclngan, the Hon'ble
Mr. Porter, the FHon’hle Mr. Sharp, the on'ble Mr. Enthoven, the Hon’ble
Mr. Wheeler, the Hon’ble Mr. Brunyate, the Hon’ble Sir A. H. McMahon,
the Hon’ble Mr. Lyon, the Hon'ble Maharajadhiraja Bahadur of Burdwan, the
Hon'ble Mr. Saunders, the Hon'ble Sir James Meston, the Hon’ble Mr. Gordon,
the Hon’hle Surgeon General Sir C. P. Lukis, the Hon'ble Mr, Fremantle, the
Hon’ble Mr. Vincont, the Hon’ble Mr, Carr, the Hon'ble Mr. Arthur, the
Hon'ble Mr, Fyffe, the Ilon'ble Mr. Madge, the Hon’ble Sir Rao Chitnavis,
the Hon’ble Mr. Phillips, the Ion'ble Mr. Dadabhoy, the Hon'tle Mr. Meredith,
the Hon'ble Mr. Shafi, the Hon’ble Khan Zulfikar Ali Khan, the Hon'ble
Malik Umar Hyat Khan, the Hon’ble Maung Mye, the Hon’ble Mr, Gates,
the Hon’ble 8ir Charles Stewart-Wilson, the Hon’ble Mr. Dempster, the Hon'ble
Bir T. R. Wynne, the Hon'ble My, Kenrick, and the Hon'ble Mr. Kesteven.

So the Resolution was rejected.
The Council adjourned to Friday, the 8th March 1012,

W. H. VINCENT,
Secrelary to the Government of India,
Legislative Department.
CALCUITA ;
The 14th March 1912.





