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GOVERNMENT OF INDIA.
LEGISLATIVE DEPARTMENT.

s

P 'unmas OF THE COUNCIL OF THE GOVERNOR uwnm OF INDIA
EMBLED FOR THE PURPOSE OF MAKING LAWS AND REGULATIONS
UNDER THE PROVISIONS OF THE INDIAN OOUNOILS Aoré. 11861 to 1009
. mcuvxo:..c.ev.uaunmo.umo Edw! Vn.c.c).

o oounoil met at the Counoil Ohamber, Imperial Secmtqmt Delki, on
: Wednesday, the 36th February, 1914. @ i :
l PRESENT : ’
Hu Exoellency Barox HARDINGE OF PENSHURST, P.0., G.0.B.,'8.0.M.G., G.0.V.0.,
. @.M&I, 6.M.LE, 18.0., Viceroy and Governor General,"prmdmg.
?  and 55 Members, of whom 48 were Additional quhbers f

a
! .

QUESTIONS AND AN SWFRS

!
S [ I i
The Hon’ble Rai Sri Bum Bahadur uke‘d i A

1., i W111 the Government be pleased to state whet%m S have received a farda cansl
 ‘memorial, ‘submitted by the Talukdars of Oudh through the G’overnment of the
; United: Provmces in August last, on the subject of the coptemplated canal
% from the r river Sarda ? If so, has the memorial been taken mto consideration
. and has any action been taken in the matter P !

!
The Hon’ble Sir Robert Carlyle replied :—

“ No memorial such as is referred to in the Hon'ble Member’s question
" has been received by the Government of India.” l
¥

The Hon’ble Mr. Rama Rayaningar uked —_

2. “Anent the Government reply of 24th Janu 1911 tothe Hon'ble lﬂ'%

Mr. Dadabhoy's question about export of bones from Il[l:ry do the Governinent aetd ai ,

gropose to consider the desirability of increasing the supply of sulphuric acid
y Introducing its manufacture in jails ?

K
X

P
e
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526 QUESTIONS AND ANSWERS.

[ Sir Reginald Craddook ; Mr. Rama Rayaningar ; | 26tn FEBRUARY, 1014.)
My. Clark; Sir Robert Cariylef

The Hon'ble Sir Reginald Craddock replied :—

__ “Ihe form of lahour suggested is not considered to be snitable as a prison
industry.”

The Hon’ble Mr. Rama Rayaningar asked :—

iy Al 3. “(«) Are any mines now worked anywhere in India for minerals of

minaralsef manurial value ?

m 3 . " - I K
() Do the Government propose to cause inquiries to be made into possibili-

ties of this branch of mining industry through an expert committee of geologists
and agriculturists 7

The Hon’ble Mr. Clark replied :—

*“ Bo far as the Government of India are aware, there are no mines worked
in Indin for minerals of manurial value. It is thought that it would be pre-
mature to make an inquiry of the kind suggested by the Hon'ble Member.”

The Hon'ble Mr. Rama Rayaningar asked :—

Ttmaben. 4. Will Government be pleased to state if they propose, in consultation
Mrasnre with Local Governments, to encourage the formation of Co-operative Assooi-

Sreidars,  otions of oattle-breeders by the grant of loans on specially favourable terms

and by rendering help in other ways ?

The Hon'ble Sir Robert Carlyle replied :—

. ““The answer to the question is in the negative. Associations of the class
mentioned will receive such concessions and privileges as are given to other
Co-operative Booieties.”

. The Hon'ble Mr. Rama Rayaningar asked :—
ﬁ" B 30) Was Major J. Mulvany of the Indian Medical Service deputed
% to England for a study of the English Prison Administration ?
(b) If so, does Government propose to lay on the table the papers
aistration.  gonneoted with the deputation P
(c) Has Major Mulvany submitted any report? If so, what action, if
any, has been faken by the Jtn'ernment on such report ? '

The Hon’ble Sir Reginald Craddock replied :—

“ At the inslance of the Government of Bengal, the Government of India
p granted six monthe’ study leave to Major Mulvany, LM.B,, in 1010, for the
praotical study of the administration of English prisons and of penological
methods. Major Mulvany submitted a report in due course to the Govern-
ment of Bengd. Go}:ies of this report were sent to other Local Governments
and Administrations for information, but beyond this no specific action was

taken upon the report by the Government of India.

“The report is that of an individual officer for the information of the
Local Government under which he was serving, and the Government of India
doubt if any useful pur&ose would be served li)y its publication. The rest of
the correspondence on the subject was of a formal character.”

The Hon'ble Mr. Rama Rayaningar asked :—
W 6. “ (a) Is Tuberculosis on the increase in Indian jails?
(8) If so, has there been any inquiry into the causes ?
If the angwer to (3) be in the afirmative, then
(c) What are the conclusions of the inquiry ?
If the answer be negative, then

—

fora
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QUESTIONS AND ANSWERS. b37

[ 25t FeBRUARY, 1914.] [Mr. Rama Rayaningar ; Sir Reginald Craddock ;
Maharaja  Manindra  Chandra  Nandi;
Sir Robert  Carlyle; Sir  Fazulbhoy
Currimbhoy ; Ar. Clark.)

(d) Will Government be pleased to say whether they propose to insti-
tute such an inquiry ? -

(e) Will Government be pleased to state the annual figures of tuber-
cular attacks and deaths in jails for tho last ten years P

The Hon'ble Sir Reginald Craddock replied :—

“ The figures® which the Hon’ble Member has asked for are placed on the
table., They do not indicate any such increase in tuberculosis in Indian i’n.ils
as to necessitate a general inquiry. The subject has reccived a great deal of
attention both from the Sanitary Commissioner and from Provincial authori-
ties during the last ten years, particularly with regard to improved methods of
segregation and disinfeotion and an increasing number of Central and District
jalls are now equipped with special open-air wards for the treatment of
prisoners suffering from tuberole of the lungs.”

The Hon’ble Maharaja Manindra Chandra Nandi asked :—

T. “(a) Will the Government be pleased to state whether any report of H
L?I I:ib'es'P on the Caloutta Oanal Boheme has been received by the Government
of India .

(b)) Whether the Government of Bengal have formulated any definite
schome on the subjeot and. recommended it for acoeptance to the Supreme
Government ?

() Are the Government in & position to state whether any contribution
from Imperial or Provinoial funds will be available for the scheme during
the forthooming official year "

The Hon'ble Sir Robert Carlyle repliod i—

“(a) & () The Government of Indis have not received Mr. Lees'
Report on the Calcutta Oanal Boheme, nor are they aware whether the
Government of Bengal have formulated any definite scheme thereon.

(¢) The answer is in the negative.”

The Hon'’ble Sir Fasulbhoy Currimbhoy asked :—

8, “(a) Has the attention of Government been drawn fo the resolutions Gesss
“regarding cotton mixing and cotton dampinq in India adopted by the last Inter- E-ﬂ
‘national Oongress of Master Ootton Bpinners’ and Manufacturers’ Assoiations ? :
.+ + (b) If wo, will Government be pleased to state what action, if any, Govern-

;ment prg];oee to take with a view to give effect to the suggestions of the

; Oongress ; n '

" (o) Has any correspondence passed between this Government :and the
iBecretary of Btate for India about the points raised in the three resolutions

“of the Congress relating to Indian cotton ? If 8o, do the Government propose

it0 lay it on the table '

The Hon'ble Mr. Clark replied :—

“ (a) The answer isin the affirmative.

() and (¢). The Government of India have been in correspondence with
_Local Governments and with the Becretary of Btate on the subject of the
“mixing and damping of cotton, but they have not yet submitted to the Becretary

of Btate their final recommendations on the resolutions adopted at the 9th Inter-

"national Qotton Congress. do not pro to lay copies of the corres-
' pondence on the table at this'[.lslt?g,'e." propose v o

The Hon'ble Sir Fazulbhoy Currimbhoy asked :—

9. “(a) Has the attention of Government been called to the editorial para- Oertisieates
graph in the Indian Social Reformer of the 25th January, in which it is Bem iadtan

stundents
* Pide Appendis 4. T magiasd.

-




528 QUESTIONS AND ANSWERS.

[ 8ir  Fazulbhoy Currimbhoy; Sir Reginald [25tn FEsrUARy, 1914. )
Craddock; Mr. Clark.)

statedithat while,’in the report on the work of the Indian Students’ Depart-
ment presented to Parliament last session, it is said that the rule which
required an Indian student, proceeding to England, to obtain a certificate
from the Collector, or Deputy Commissioner or Political Agont attached to
a Native State, and which sometimes involved applications to Police officials,
has Dbeen. altered, and that a certificato from the Secretary of Indian Students
has taken its place, a Press Note issued in January by the Government of
Bombay states that the Governor General in Council desires Indian students
proceeding to England to have their certificates signed or countersigned,
as the case may be, by Collectors, Political Agents and, in Presidency Towns,
by the Commissioner of Police ?

(b) Has any change such as is mentioned above been made in the rule
requiring certificates to be obtained by Indian students proceeding to England ?
If so, doesthe change in the rule relate only to Indian students procaeciing to
England to prosecute any particular course of study, and if 80, do Government
propose to make the change applicable to all Indian students, whatever course
of study they propose to take in England ?”

The Hon'ble Sir Reginand Craddoock replied :—

“(a) The Government of India have seen the paragraph in the India#
Social Reformer referred to. The certificate mentioned in paragraph 84 of
the Report on the work of the Indian Students'’ Department (1912-1913) is
the certificate of good character required from Indian students who desire
admission to an Inn of Court, while the certificate referred to in the Press Note
appearing in the Bombay Government Gazette, dated the 16th January, 1914,
is the certificate of identity which may be given to Indian students and others
prooeeding to England, Japan and America, in order to facilitate their move-
ments in those countries.

(8) No change in the rules regarding certificates of identity has been
recently made or is under contemplation.”

The Hon'ble Sir Fazulbhoy Currimbhoy asked : —

Provialen of 10. “(s) Has the attention of the Government been drawn toa letter
SldTalar published in the Bengalee of the 26th July last, in whioh it is suggested
‘seutestaine that no proper medical relief is provided 'in the Federated Malay Btates
' for Indian immigrants who fell ill whilein employment on estates in the
Colony ?
() Will the Government state if they have made, or proposo to make,
any inquiries on the subject ?
._(0) Do the Government propose to take any measuro to securo improved
medioal treatment for Indian coolies in these States ?”

The Hon'ble Mr. Clark replied :—

“(a) The attention of Government has been drawn to the letter referred to,

(6) Inquiries have been made which have satisfied Government that the
allegations contained in the letter are not in accordance with facts. Forty-
seven (Government hospitals already exist in the Federated Malay States.

The States Government have also constructed and will shortly open a Home
for decrepit Tamils at Euala Lumpur, with accommodation for 192 inmates.
Indian labourers who are hyaicallﬁ incapable of earning their own living will
be received and su.pgmﬂlF at this Home until they are capable of returning to
employment. The Home is maintained by the Indian Immigration Committee
from a fund derived from an assessment rate imposed on all employers of
Indian labour.

In addition to the Government hospitals there were, during 1912, 125
private hospitals serving 280 estates. All emilloyers are compelled by law
to provide hospital accommodation for their labourers, and are liable to
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[ 26re FeBruary, 1914.] [ Mr. Clark; Sir Gangadhar Chitnavis; Sir
Harcourt Butler.)

severo penalties if they neglect to send to hospital labourers in need of medical
treatment. European Health Officers make fretiucnt inspections in order
to secure the enforcement of the law. The Legislative Council of the Colony
is at present considering a Bill, which was drafted at the request of the
Malacca Planters' Association, to enable Government to take over the control
of Estate Hospitals and to pay for them and for their maintenance by means
of a rate tobe levied on all estates employing Indian labour. The Budget
provision for medical expenditure in the Btates during 1913 was over 1}
million dollars (over two rupees per unit of the population). This does not
include the sums spent by empfoyels of labour on their own estate hospitals.

" (¢) In view of the facts stated above no action is at present con-
templated.”

The Hon'ble Sir Gangadhar Chitnavis asked :—

11. “Is it a faoct that Dr. Turner,Health Officer of Bombay, and other expert [afaat, -
suthorities have come to the conclusion that the mortality in India among §adsrotes-

infants between the ages of one and two vears is about 48 per cent and primseow.

that it is mainly due to insufficient supply of cows' milk ?

| If so, does Government propose to take any memsure to ensure an
méreased supply ?

Has there been any correspondence between the Government of India
anﬂ the Becretary of Btate on the subject of better Frot.ecuon of prime cows P
If.so, does Government propose to lay it on the table P"

l The Hon'ble Sir Harcourt Butler replied :—

Lo The Govmmant of Indis do not know how the mortality rate of 48

oa:lt has béen arrived at. In the official returns, deaths 1among children E

pen the of one and two years are not reported se ly. The Govern-
ment of I E however, are advised that the mortality during this year of life
cannot be anything like 48 per cent. There are many causes of mortality of
infants and children, such as ovor-orowded and insanitary surroundings, malaria,
operating both dl.mctly on the infant and indirectly through the mother, ignorance
on the part of the mother with regard to the care and feeding of the nluld, aoci-
dents of childbirth and diseases attendant thereon. The iusufficient supply

.of cows’ milk is no doubt responsible for a certain amount of mortality ; but, on
"' the information before them, the ;Government of Indis’aje not ( repared to
-,regard it as fhe main cause. The question of * milk, sup Ei is undonbtedl
,-of importance and was disoussed at the recent All-Tndia ' nif

* held in Lucknow. That conference passed the follompg reaoluuon —

itary | Oonfemnce

'.l'lnl m.der to prevent the adulteration of milk, which is now prutmnlly universal in

" Indn, im véments in the Erodnctlon and distribution of milk kre . ur tly necessary; but
- that, in m of the ]mount

igh price of this commodity and the fact t} my further increase

+in price. would seriously affect poor consumers, it is essential that ion should precede
.-restriction, and that l.hm should be mutusl Iialp and co-operation m nmhmm. milk-
. dealers and the Agricultural Department.

Various suggestions designed to secure the better proteotlon of cows,
either by the prohibition of their slaughter or the provision of increased faoili-
ties for grazing, have been made in recent memorials to the Becretary of Btate,
which His Lordship bas not been able to accept. Apart from this there has
been no recent correspondence on the subject.”

‘I'he non'ble Sir Gangadhar Olutnams uked —
12 “Does the Government ropose to mveshggte the cu.unaa of the recent

disastrous floods in several parts of Indis, and to ascertain whether #hay have e

been in a large measure due to, and their consequences have been aggravated "

_bgr any insufficiency of open waterwaya and culverts, on .the Railway systems_ | i
t

he parts concerned P

e e



530 QUESTIONS AND ANSWERS; PROVINCIAL SMALL CAUSE
COURTS BILL; INDIAN TELEGRAPH BILL.
[ Sir Reginald Craddock ; Mr. Clark; Rai Sila [ 25TH Fesruany, 1914.]
Nath Ray Bahadur; The President ; Mr.
Vijiaraghavachariar.)

The Hon’'ble Sir Reginald Craddock replied :—

* It is not thought that any useful purpose would be served by a general
inquiry of the kind indicated. ~An allegation that at any place on any par-
ticular line the waterway is insufficient 1s a matter for local inquiry relative
to each individual case.

THE PROVINCIAL SMALL CAUSE COURTS (AMEND-
MENT) RILL.

The Hon'ble Sir Reginald Craddock :—“My Lord, I beg to
move that the Beport of the Select Committee on the Bill to amend the
Provincial Small Cause Courts Act, 1887, he taken into consideration.”

The motion was put and agreed to.

The Hon'ble Sir Reginald Craddock:—“My Lorl, I now
move that the Bill as amended be passed.”

The motion was put and agreed to.

THE INDIAN TELEGRAPH (AMENDMENT) BILL.

The Hon'ble Mr. Clark :—“ My Lord, I beg to move that the
B:lport of the Beleot Qommittee on the Bill further to amend the Indian
Telegraph Act, 1885, be taken into consideration.”

The motion was put and agreed to.

The Hon'ble Rai Sita Nath Ray Bahadur :(—“ My Lord, I
beg to withdraw the first amendment * which stands in my name.”

His Excellency the President :—* Permission is given for the
amendment to be withdrawn.” ‘

The Hon'ble Rai Sita Nath Ray Bahadur :—* With refer-
ence to the second amendment 4,1 beg to move that in clause 2 the word
¢ Native' bo omitted. I do not like to press the other amendment because I
understand my hon’ble friend Mr. Achariar has already moved an amendment
on the subject, so I only want to move that the word ¢ Native ' be omitted.”

His Excellency the President :— As far as I know, the Hon’ble
Member has not given notice of any such amendment.”

The Hon'ble Mr. Vijiaraghavachariar:—“ My Lord, my
first amendment, is that provision (a) of the sub-clause (2) proposed to be
added by olause 3 of the Bill as amended by the Selest Committes, be omitted.
The of this Aot includes several acts or breaches by native Indian subjeots
of mpz;n any place without and beyond British India in violation of the
provisions of the Act. The only reason asslﬁned for introducing this somewhat
strange aspect into the Telegraph Act, that I can gather from the Statement of
Objects and Reasons is that a similar provision occurs in the Indian Post Office
Act. Beyond that there is no indication given as to how it is necessary for the
purpose of the Indian Telegraph Aot and what is the mischief it is intended to
provide against. There seems to be power for this Legislature to legislate for
native Indian subjeots of His Majesty wherever they may be. I do not know
exactly the origin of this power. This power is given to this Legislature by Aot of
Parliament, but why this extraterritorial jurisdiction is restricted to native Indian
subjeots to the inclusion of the other subjects I have not been able to find. out.
However that may be as regards similar jurisdiction poasessed by Parliament over

® That in clause 3 (9) the words “ including the Boothal Parganas and the Pargara of Bpiti  be omitted,
 That sublacses (o) and (b) of clause 3 (2) be omitted and in thetr place the following be substitted r—-
“ All mbjects of His Majesty within the territories of any Native State in Indla”




INDIAN TELEGRAPIH (AMENDMEN'J‘) BILL. b3l
[ 26rE FEBRUARY, 1914. ] [ &r. Iijiaraghavachariar ; Myr. Clark. )

subjects of England, while it is plain theoretically that such power does
exist, namely that the English Parliament has power to legislate for the
subjects of His Majesty wherever they may be, in practice the jurisdiction
is not oxercised except as to two or three classes of cases such as murder, bigamy
and a few others. I know of noother instance in which the English Parliament
has passed any law touching English subjects beyond the territorial limits
of England except forthese very few classes of offences. Now the offence
here is technically against the provisions of a special Act, and I cannot
at all understand why, even considering that this Legislature possesses the
constitutional power to legislate as it proposes to legislate as to most trifling
offences, why it should exercise it in this particular instance. In order to
exercise it, the mere fact that such a provision occurs in another Act is hardly
a reason. The Tele¥mph Act has been in existence very long, and the object
of the present Bill is to make the Act comprehensive enough so as to include
radio-telegraphy and nothing more.

‘It is nowhero stated that the necessity has arisen to include one portion
of His Majesty’s Indian subjects in the special way aimed at. Discriminatory
legislation of this kind, Sir, does much more harm than any evil it may be
expected to remove. Even supposing it will do some good, the Legislature
in this country ought to be very cautious in passing discriminatory legislation
of this kind.

“In some places of the world, America for instance, there were conventions
and amendments to the constitution in view to proteotion against discriminator
legislation. It causes a good deal of bad blood, and unless the situation is suc
that it is absolutely called for in public interests, the whole world objects
E].;ia d]i‘?cr(»li.minatory egislation, especially discriminatory personal legislation of

ind.

“ With these words I beg to move that sub-clause (a¢) be omitted and the
old Act be left alone without the insertion of this provision.”

The Hon'ble Mr. Clark :-—“ My Lord, the Hon’ble Member’s com-
plaint nsama t this provision of the Bill overlooks the special geographical condi-
tions under which our Telegraph Department works. At first sight it may seem
rather unusual to enact that the law shall apply to Indian subjects outsigq the
territories of India, but our telegraphs have offices and lines outside India, not
merely outside British India and in Native SBtates, but also in the territories of
foreign powers, such as Goa and Ohandernagore and Pondicherry. The sub-
olause is necessary to enable us to institute proceedings against people who
interfere with our lines and offices in those territories.

¢ The Hon’ble Member has appealed to the example of England, to the
legislation of the United Kingdom, where he says there is no extra-territorial
legislation except in the case of murder, bigamy and serious crimes of that
kind. That is not the case. An Act was passed in 18856 to give force to an
international convention for the proteotion of submarine telegraph cables, a
case almost exactly on all fours with what we are legislating to meet now.
A seotion of that Act contains very similar provisions applying it to persons
who interfere with submarine cables outside the United Kingdom.

“The Hon'ble Member has complained that there is a discrimination here
between Indians and British subjects. The difficulty is that our powers are
not co-extensive with the two classes of subjects ; we can take extra-territorial
powers by legislation in respect of our Indian subjects, but we are not empowered
todoso in respect of British subjects outside India. I think the reasons for that
are clear. Any further extra-territorial Eowers in respeot of British subi)eot-s
must belong to the Imperial and not to the Indian Government. It has been
thought that possibly this clause might work harshly. But there is a similar
clause in the Indian Penal Code, and also in the Post Office Act designed
to meet exactly the same conditions, the conditions arising from there bheing
post offices outside the limits of British India. There have been no complaints
of the working of the clause in these Acts and there is no reason to suppose
that it will work harshly in the Telegraph Law. I therefore cannot accept the

amendment.”



532 INDIAN TELEGRAPH (AMENDMENT) BILL.

[ Mr. Vijiaraghavachariar ; Mr. Clark ; My. [25TH FEBRUARY, 1914, ]
Surendra Nath Banerjee.]

The Hon’ble Mr. Vijiaraghavachariar :—“As regards the
law quoted, the addition to the Indian Penal Oode was mado in 1598, and
I beg that Your Lordship will permit me to make a statement that this
law was passed at-a time of nervous excitement. At that time there was
some scare about sedition from Poona and there were some State prosecutions,
and at that time this was passed. I looked up the debates of the time, but
these debates throw no olear light as to the necessity for the introduction
- of this provision. That addition relates to highly serious offences under the
Penal Code. Here this relates to breaches of a special Act which may be
committed and which may not at all be acts of moral turpitude and which may
be considered to be innocent in the country where they might occur. But the
other portion of my argument, na.mel?r, that relating to discriminatory legislation,
has not been properly traversed. The position seems to be this. T and my
friend, the Hon’ble Mr. Abbott, over there wero both to go to Chandernagore
and to offend against this. Act and we were both to return, he is safe, but
I can be proseouted. What I submit is that no necessity has been shown for
such a discriminatory law. : In all cases of this kind, the best course is to
consider which is the greater evil, the evil intended to remove, or the evil sure
to arise. Is the Indian more than anybody else likely to offend against this
law and is the evil arising out of it greater, or is the discontent, nay even the
offence against national sentiment arising by the passing of such Acts greater ?
Of these two evils, I respectfully submit, My Lord, that the latter evil is by
far the greater. This is a state of thing whici is not nbsolutel;r called for, and
I do beg that my amendment will be accepted by the Oouncil.’

The amendmént was put and lost.

The Hon'ble Mr. Vijiaraghavachariar:—“ My next amend-
ment is this, My Lord. ; this clause is to remain—as it is now to
remain—part of t{m Bill, I beg thst the word ‘native’ in it be removed.
The expression ‘mative Indian subjéot’ is nowhere, as far as I kmow,

d.  There i§ no statutory definition of what is called ‘native Indian

bject.” The ex; ion no; doubt occurs in Parliamentary Acts but ¢ native
Indian subject’ i not itself defined; We cannot say that ‘native Indian
shbjeot’ and ‘native Jof Infia? are bxactly alike. It will cause considerable
confusion in the construction and application of this law. On the other hand,
Qourts may.be left to construe :the more easily what ¢Indian subjects of
His Majesty’ may mean. Thereforethe word ‘native’ may be dropped and
all Indian subjects of His Majesty, taking the reason given by the Honm'ble
Member in an.rg'e of: the Bill to be sound and sufficient, included in the
expression. If we use the words ‘ Indian subjects of His Majesty,” that will
meet whateyer situatign may ‘arise, and it will also meet the wishes of the
Hon’ble Member in charge. !

i { “T therefore heg to move that the word ‘ native’ be omitted and ‘Indian
subjects’ be left.”; = '_

i The Hon'ble yMr. Clark:—“My Lord, I understand that it is ;
really a question of drafting which the Hon'ble Member is pressing. He thinks |
that the words ‘ Indian:subjects % will be clearer than native Indian subjeots’. |
As far as the:use of ithe word’ fnative’ is concerned, we have no special :
desire to include it except that I am assured by the drafting authorities that it .
is very necessary to keep it, in view of the language used in the English Statute
and of the precedents set in other Aots. In the Indian Councils Act, 1869,
the words * native Indian subjects of His Majesty ’ is used, and it is considered :
by our legal authorities that it would be a dangerous departure to omit the
word ‘native’ mow and would be likely to lead to confusion in the inter-
pretation of the Act. In these circumstances, I regret that I am unable to
accept the amendment.” .

" The Hon'ble Mr. Surendra Nath Banerjee :—“This very
point was taken exception to by .myself in the Select Oommittee, and then the :.
objection that is now raised -was taken, viz, that it was nece for the -
purposes of legal symmetry and having regard to the reference to the word used
in other enactments, to have the word ‘ native’. Therefore, a8 I am no lawyer,



INDIAN TELEGRAPIH (AMENDMENT) BILL. 583

[ 26Tr Yepnvarny, 1914.] [ Mr. Surendra Nuth Banerjee ; Sir Ali Tmam ;
Ar. Vijiaraghavachariar.]

I did not press the point. All that I want to point out is that the objec-
tion which my friend has taken to this word was urged in the Scloct Com-
mittec and by myself.”

The Hon'ble Sir Ali Imam :—* In regard to the word ‘native’, I
must sympathize with the sentiment that is probably Lehind the Hon’ble
Momber's motion for amendinent. The wowf has acquired somehow a bad
reputation, and in certain ciroles it is considered that this word implies a
certain sense of contempt. From that point of view, however, justified or
uni'iustiﬁed this impression may be, we would be, on bchalf of Government
only too willing and too prepared always to dissipate any such notion as
may be hurtful to the feelings of any of the subjects of {{ia Majesty. I,
being a native, do not myself abhor that word, because I think 1 am able
to riso above any suoh prejudice as may have been allotted to this word. Bat,
apart from any such consideration, as it had been put forward by the Hon’ble
Mr. Banerjee, we carefully considered this in the Seleot Oommittee, and if it
were open to us without losing, as has been rightly put, the symmetry
of language, for the purposes of this Act, we would have gladly dropped it.
But, as it is a penal provision that will be affected in this Act, we have got
to be very careful and, in order to keep well within the sense of certain
Btatutes, we have after deliberation found it necessary to keep the word
‘native’ in. I trust that this explanation that I offer will be perhaps
acceptable” to the Hon’ble Mover on the opposite side.”

The Hon'ble Mr. Vijiaraghavachariar :—* Bymmetry is not
always precision. My complaint is that the explreasion is not defined anywhere,
and, as far as I know, it has receiverd no judicial interpretation in India or the
Privy Council. There has been no authoritative interpretation of any kind as
to the meaning of the words “native Indian subject’. Therefore, in these
ciroumstances, I do not at all see how it will be an advantage to have the word
¢ Native ’ retained, while ‘ Indian subjeot ’ will do as well,

“ As regards the other question about sentiment, I need hardly traverse that.
I myself had not advanoced that argument, although I do ess that such
an idea may not be lurking in my mind when I proposed this amendment.
But if I allow it to lurk in my mind I sin in very good company. In the very
first speech from the throne of England, King enry distinguishing the Nor-
mans from his Anglo-8axon subjeots, addressed the letter as * ye natives,’ to their
infinite dismay, I ween. 8o thissentiment is a very anocient one I think, and
being a very ancient one I am proud to inherit this sentiment from my Anglo-
Baxon fellow-subjects. Therefore, I adhere to that view and I plead guilty
to the charge that a misquieting idea was lurking in my mind when I moved
this amendment. And I am sorry I cannot withdraw my amendment, and I
desire.to take the verdict of the Council upon it.”

The amendment was put and lost.

The Hon'ble Mr. Vijiaraghavachariar:—* My Lord, I beg
to move the following amendment :—

That in clanse 8 of the Bill s amended, after the word ‘substituted’ the followin
be inserted : and add the following to the same sub-section : --‘ It includes radio-telegrap
but does not include installutions, appliances and apparatus established and maintained in or
in connection with an educational institution for purposes of instruction or research. *

“The definition in the existing Act, in my humble view, does not include
radio-telegraphs. The Select Committee and the Member in charge of the Bill
seemed to assume that the definition of the word °telegraph’ in the present
Act includes radio-telegraphs; but when the question arises before a judicial
tribunal, lawyers might be found of the same temper as myself who mi'fht say
that at the time the Act was framed radio-telegraphs did not exist and ocould
not be in the contemplation of the Act, and therefore that the definition in the
Aot cannot be said to include radio-telegraphs. In order to make provision for
a certain olass of people.who might think like me and to remove an ambiguity,
I propose this amendment,



534 INDIAN TELEGRAPH (AMENDMENT) BILL.
[ Mr. VPijiaraghavachariar ; Mr. Clark.) [ 25rm FEBRUARY, 1914.]"

_“I also desire to protect educational institutions and laboratories whore
radio-telograph would not be installed for the purpose of oarr{ing mossages
from place to place but siinply to teach students ; and it is not cloar from tho

Act that teachers and professors, and installations for the purpose of instruction
and research are excluded by the Aoct.

“For theso two reasons I respeotfully submit, Sir, that this amendment of
mine may bo considered.”

The Hon’ble Mr. Clark :— My Lord, this amendment really falls
into two parts. The first part suggests that it is necessary specifically to define
‘radio telegraph »in the Act, On that point we have very high legal authority.
Two Advocates-General, in‘g:lmlirﬁ1 the present Advocate-Genoral and two
Hon’ble Law Members, including the present Hon’ble Law Member have ex-
Eresse{l their opinion that radio-telegraphs are included in the presant definition.

he reason the Hon’ble Member gave for thinking as he does was that radio-
telegraphs were inot in existence or in contemplation at the time when the
Telegraph Act was drawn up. But that point has already becn decided in
connection with the English Telegraph Law. It has been deoided in the English
courts that telephones are included in the definition of telegraphs ; although at
the time the English Telegraph Aot was drawn up, telephones were not in
existence or even thought of,

“ The Hon'ble Member's second proposal is to exclude °installations,
appliances and apparatus established a.nc{) maintained in, or in connecticn with,
an educational institution for purposes of instruction or research.” To adopt
that amendment and this definition would be to exclude those appliances
from the Aot altogether. ;In other words, it would exclude them ?rom any
possibility of control at any }l:ime. That is a thing we cannot possibly contem-
plate. All civilized Governments have inniate(f on the necessity of keepin%
wireless installations entirely under, their control, and although tho smal
Eodels in use at present jare of ng importance, we have no means of tellin
‘what developmenis may take place in the future. The case of education
institutions 1s coy; a‘bﬁ thel licensing power conferred bi the proviso to section
}of the present iAdt, ? :wejcannot exolude them from the law.
' “T cannot adoept{the sﬁgqéﬁn}enru
. The Hon'ble;Mr. iVijiaraghavachariar:— Only one word,
My Lord. As I takelit;ithe object ofy visions is to protect Government
in’cases of malpractices: : Theré can be no ogggct in extending these provisions
Boas to includeeducationsl' institutions and professors and teachers. I am:
sorry I must press the amendment and I mor£ngly do so. 8o far as the first
portion is concerned, My Lord, I havae no objection to dropping it after what
the Hon'ble Member in charge of the Bill has said. So far as the latter portion
is concerned, I beg that it be put to the vote.”

The amendment was put and lost.

. + The Hon'ble Mr. -Vijinrafhavacharia.r :—* My next amend-
ment is consequential upon the loss of the previous amendment : —
i ¢ That in clanse 4 of the Bill as amended jfor the word ‘proviso ’ the word ¢ provisos’ be
pubstituted and the following proviso be added after the one proposed to be added by the}
clause : —* Provided]also -tho Governor-Genéral in Couucil by general rules or by a special
order permit the establishment and maintenance of telegraphs fcr purposes of instruction;
or research.’ _ :
“Prom the statement just made by the Hon’ble Member in charge of the;
Bill T gather that it is not intended to exclude educational institutions. If so,:
the wording of the .licensing seotion is not very olear. That gives no specific:
wer to the Governor General in respect of these institutions. I would there-"
?gre move this amendment.” '

© The Hon'ble Mr. Clark:—“My Lord, I think it is quite clear
-from- the -existing - proviso to seotion 4 of the Indian Telegraph Act, that the-
‘Governor General has power to license the use of apparatus in educational
institutions. The proviso says that ‘the Governor General in OCouncil
may grant a licence on such conditions, and in consideration of such payments, .
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us ho thinks fit, lo any person. The word ‘ person’ certainly includes institu-
tions of this kind. 'Thercfore, therc is ample power to grant licences in regard
to them. As a matter of fact, at present, whero small models only are used,
we do not require licences; but we must keep the power in owr own hands.
Iam afraid, therefore, I cannot accept tho amendment, which is really quite
unnecessary from the Hon'ble Member's own point of view.”

The Hon'ble Mr. Vijiaraghavachariar :— My Lord, state-
.ments made in Council are not always made use of hy the Courts when
Courts have to construe the law. The proviso says the Governor General
in Oouncil may grant a license to any person to cstablish, maintain or
work a telegraph within any part of British India. That is hardly ealculated
to cover the oase of professors and toachors in oducational institutions. If
the Government is well advised in thinking that it does, I have no objection
to withdrawing my amendment.”

The Hon'ble Sir Ali Imam :—* I may give the assurance to my
hon’ble friend there that tho word ‘any person’ covers the ocases that he
has in view."”

The Hon’ble Mr. Vijiaraghavachariar:— Very well, My
Lord, I withdraw the amendment. I take it that assurances given in this
Council will be made use of when the law is oconstrued by the Courts: so I
hope there will be no difficulty.”

The amendment was accordingly withdrawn.

The Hon’'ble Rai Sita Nath Ray Bahadur :—* I beg to move
that in clause 19A, sub-clause (1), the words—"

His Excellency the President :—* From tho list of agenda I
understand that you wish to move that sub-clause (2) of seotion 17 of the
Indian Telegraph Act, 1885, be deleted.”

The Hon'ble Rai Sita Nath Ray Bahadur :(—“ No, 8ir. I
beg to withdraw that amendment.”
The amendment was, by permission, withdrawn.

The Hon’ble Rai Sita Nath Ray Bahadur :—*I beg to move
that in clause 19A (I) the words ‘an officer in charge of the nearest telegraph
office’ be substituted for ‘any telegraph officer whom the telegraph authority
may empower in this behalf.’ My reason for this is that it will be more oon-
venient to the public to send the notice in question, required wunder
section 19 (A) (1), to the officer in charge of the nearest tclegraph office.

« Otherwise, if it is intended that it should bo sont to any telegraph officer
whom the telegraph authority may empower, it is not possible for the public to
know. The notification will, of course, appear in the gazette, but the Govern-
ment Gazette is not offen available to people in the mufassal in ‘rural areas,
and tho people are not likely to know which officor may be authorised to act. It
would tgzrefore be convenient to the public in gancml to have the words * An
officer in cln.ra:a of the nearest telegraph offico * substituted for ‘an { telegraph
officer whom the telegraph authority may empower in this behalf.’ Other-
wise the result wauld be that a person, not knowing who the telegraph officer
is, who has been authorised to receive notice, would be obliged to send the
notice to the telegraph authority, that is, to the Diroctor-General of Telegraphs,
and he, in turn, not knowing the partioulars of the case, would be obh
to send it through the proper channel to the officer concerned; and then
he will have to call fora report from him, and thus, I fear a whole month would
be lost in correspondence That is tho only reason which had induced me to
bring this amendment, that it should be sent to the officer in charge of the
neareat telegraph office.”

The Hon’ble Mr. Clark :—“ My Lord, I can assure the Hon'ble Mem-
ber that his point was very carefully considered by the Committeo in relation
to the convenience of the public, and it seemed to us better that the Direotor-
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General should have authority in each case to establish what should be the most
convenient way for the notice to be given. If we laid down definitely in the
Bill who was to be the person to receive it, that might not in working always
be the most convenient arrangement in every case. Consequently, it has seemed
better to give a discretionary power to tho Dircotor-General of Tolegraphs.
As to people not knowing whom to give notico to, that will be provided for by
notification in the Telegraph Guide. I cannot accept the amendment.”

The amendment was put and negatived.

The Hon’ble Mr. Vijiaraghavachariar moved that in scotion
19A (1), proposed to be inserted by clause 6 of the Bill as amended, the word
“weok’s* be substituted for ‘month’s’.

He said :—*“ My amendient, My Lord, is simply this. In certain cases
where the owner of a property is desirous of effecting repair and is called upon
to give one month's notice, I simply ask that a week may be substituted. = In
the list of opinions invited, there are several authoritics who think one month
is too long, and therefore I beg that, as one week must ordinarily be sufficient,
it may be substitdqted for one’ month.”

The Hon'ble Mr. Clark :—* This is also a question which was very
carefully considergd in the Select Oommittee. The provision in the United
Kingdom is for fourteen days’ clear notice ; and we generally find that we have
to aﬁow twice as long here, owing to the vast size of tho country. A good deal
of time is required to make inquiries and to obtein the orders of the tele-
graph authority. .Even the British period of a fortnight would be inade-

uate in India, especially “fhen dealing with distant parts of the country, like
urma. We must maintain in this section the period of a month’s notice.”

The amendment was put and negatived.

The Hon’ble Mr. Vijiaraghavachariar moved that to section
19-A proposed to be inserted by olause 5 of the Bill as amended the following
sub-seotion be added :— : _

“() Nothing in this pection shall apply to any person dealing with any
roperty jwith | the bond fide intention of averting imminent
Smg'er to property' or human life.” ’

¢  He said :—“ My amahdﬁ:enh My Lord, is this, that now that one month’s
notice is reguired to (e given; there may be cases in which the delay caused :
by 1this provision! as.to notice may be d us; that is to say, the
house might be about; to fall," or persons might be about to be injured, ete.
My amendment is simply this: ¢ Nothing in this section shall appiy to any
n dealing with any - property with the bond fide intention of averting:
imminent danger to property or Puma.n life.” I beg that it may be accepted.”

! . The Hon'ble Mr. Clark :—" My Lord, after having had to rejeot.
several of the H"oji‘h}'e s Member's proposals, it is a great pleasure to find one'
which Government can’accept., ;But even this rose hasits thorn, for we have to|
accept it ,i_&a’_ ﬁn}p hadi; ';:nnrlf{l)igd form. ’Thg‘retha:wa inconveniences a.b%t.‘
inoludi e! phrase if danger to. pro and that we pro to omit., We |
have ﬁmjﬁo@h&#ﬁin‘mﬁm&v&f %ﬁf the Hon’ble PMg:gieer. I under-|
stand that he is prepared to accept it, and I would suggest, if he is agreeablo,
that he should move the redraft, which I have handed in, instead of the.

amendment as it stands. - e

The Hon’ble Mr. Vijiaraghavachariar :—I have accepted it |
on the principle that half a loaf is better than no bread. The amendment
which the Hon’ble Member in charge is prepared to accept deals only with
danger to human | life, and excludes danger to property. So far as it goes it is '
something. - I withdraw the presént amendment, and in its place, I move the '
amendment which'the Hon’ble Member.in charge is prepared to accept, name- §

. (8) A person dealing with any property in the manner reforred to in sub-section () with |
the bond fide intention of averting imminent danger of personal injury to himself or any other :
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hiuman being shall be deem=d to have complied with the provisions of the said sub-sectiou if
he gives such notice of the intended exercise of the right as is in the circuinstances possible,
or where 1o such previous notice ean be given without incareing the imminent danger referved
to above, if he forthwithi gives notice of the actual exercis: of such right to the authority or
officer specilied iu the said sub-section.”

The amendment was put and carried.

The Hon'ble Mr. Vijiaraghavachariar moved that section
19B proposed to be inserted by clauso b of the Bill as amoended, bo omitted.

He said :—*“ I beg to move that clause 191 of the Bill which gives power to
licencees to enter private properties and houscs, be omitted altogether, licencees
avo private persons and to givo thew such power is too ofton likely to lead to
mischief when the exercisc of it is sure to be resonted.

“This is a very objectionable statutory power to enfer property. Notime is
mentioned, no manner is montioned, and it is open {o him 1o enter at midnight.
No way is mentioned ; he may scale over the wall, or adopt any other method
he likes. The chances ave that there would arise conflict botween ownors of
Eropcrt and licencees ; and I beg to move that {1his section be omitted as

cing wholly unnecessary and mischicvous ; tho most obvious course is to apply
to, and take the consent of, the owners for the purpose. No sufficient reason
has been shown to exist and none can be gathered from the invited opinions
or the Statement of Objects and Reasons. I see no reason for the retention of

this clause.”

The Hon’ble Mr. Clark :—* My Lord, 1 am afraid that the Hon’ble
Member's last statements are not entirely consistent with fact. The reason
why we have included this clause is that we have found that it is very
necessary that private licensces should have this power. There was a case not
very long ago in Rangoon, which was reported to Government at the time.
The owner of land on the bank of at¥ver at Rangoon refused to allow a cable
to be laid on his land, which was the only suitable property for the purpose.
The company came to Government and asked them to sce that tho thing was
done. (%ovemment then found that they had no powers. The demand was
reasonable and was really made in the publio interest.

“ I may say that exactly the same powers are given to private licensees in
the United Kingdom. As to tho chances of the powers being abused, I think
the Hon’ble Member has overlooked that there is provision in the clauso which
lays down that the grant shall be ‘subject to any conditions and restrictions
which the Governor General in Gonncii may think fit to impose.’ I ask him to
accept the assurance of Government that we will wateh the matter most care-
fully in order to sec that therc is no abuse of their powers by licensces, and
if any particular company to which any licenco is ziven abuses the licence, the
Jicence will be withdrawn. I think also he overlooks the fact that there are
very few private licensees in India, and they arc not very likely to cause
trouble. Companies which possess licences cxist only in Calcutta, Madras,
Bombay, Ahmedabad, Rangoon and Moulwmein, su that, I think, he need not be
alarmed. I am afraid I cannot undertake to give up the clause.”

The Hon'ble Mr. Vijiaraghavachariar :—* Sir, I am obliged
to the H n’ble Member for his statement. My point was only with regard
to the meaning and scope of the restrictions aund conditions that may be
im{msed. If the power to impose thesc conditions imply also a power to
included time, place and mauner of entering the property, I would beg leave to
withdraw my amendment. ”

The Hon’ble Mr. Clark :— 8ir, I think there is no doubt that the
words ‘ any oconditions and restrictions’ mcan what they say, and that we can
impose such conditions and restrictions as wo please. I caun assure the Hon'ble
Member that all reasonable care will be taken to sccure that abuses shall not
occur, but I cannot give the undertaking for which he asks, although if we saw
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thero was an abuso of the power granted in any case, we should have to
consider whether wo should withdraw the privilege or only perait its exercise
under specific conditions.”

The Hon'ble Mr. Vijiaraghavachariar :—“ 8ir, there isa
danger in theso elastic conditions. In the circumstances Courts will have power,
if no exact and specific vonditions are laid down, to determine the question
whether or not the right of private defence does exist where such an entry is
resisted. Is it desirable in making a special Act to leave so uncertain a power
tothe Courts ? I submit that the words restrictions and oconditions are not
precise and comprehensive enough. It is clear that the licencee and the
owner may come into conflict. I have expressed my doubts in the matter, At
the same time if the Hon’ble! Member in charge of the Bill is not prepared to
give the undertaking to the effect that a gemeral rule applicable to all
Ticencees would be made, then there is the danger I spoke of. I withdraw my
amendment, but at the same;time I would beg leave to say that the statement
made is neither satisfactory nor conclusive.”

The amcndm?nt was, by;ﬁ permission, withdrawn.
5

i L X .
The Hon'ble Mr.} Vx‘Jimra.gha.vacha.ria.r :—*“ Now, 8ir, I
come to move the:following amendment :— .

Add as section 35 to the Act ﬁ:he following :—* No prosecution for "an offence under this
Act shall be instituted except upon the previous sanction of the Governor Genoral in Council
or of some officer speei?lly empowered by him in this bebalf ,

© “This amendment is Cib?iﬁuﬂl: necessary. It is undesirable to allow
private persons to institute prossoutions for breaches of conditions or other

offences under thig Act.. Moreover, there are disoretionary provisions in this

measure'under which native Indjan subjects will be liable to prosecution while
their fellow orimifals fwho do not come under the same ‘description would
escape. | It may i_)r -th.n,i; the former m!.l often be able to prove to the sanction-
ing authority their complete innocence; while, if no such provision exists,
- they can only 'prove their innocence in the Oourts after ‘prosecution has been
launched and after considerable annoyance and expense.”

P R Pty

i : 'The Hon'ble Mr. Clark :—* In the case mentioned by Mr. Acharia,
as .we could not‘prosecute both Hon'ble Members, we should have to content
ourselves with prosecuting one only. That we could only prosecute the one is no
reason for providing for any special. protection of the other. This is a very
sweeping amendment. = It affects not only the Bill, but the whole of the existing
law ; and covers both large and };et.t offences. The Hon’ble Member has not
suggested that any prosecution hag becn initiated in a vexatious or malicious
manner under the ‘Act in the past, and there is no reason to think that anything
of the kind will occur under ‘the Act, as amended, in the future. I cannot
possibly accept the amendment.”.. §

FO

; The Hon'ble Sir Ali Imm —* Bir, I venture to submit that

on this question of sanction there seems to be some misconception. If the
Hon’ble Mr. Achariar will look at section 188 of the Criminal Procedure Code,
" he will find that the point is not of such importance as he thinks. ”

v The Hon'ble Mr. Vijiaraghavachariar:— Sir, I should
" Dbe exceedingly glad to fall in with the view of the Hon’ble the Law Member and
give up the amendment, but as he does not cover all the points I have raised,

and under all the special circumstances, I am sorry I am obliged to enter a res-

™ pectful ‘caveat ' and to decline 'to “accept the suggestion. I beg to press my
amendment.” ’

The motion was put and negatived.
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The Hon’ble Mr. Clark thon moved that the Bill as amended
be passed.
The motion was put and agreed to.

RESOLUTION ON THE PROVINCIAL SETTLEMENTS.

. His Excellency the President:—“Wo will now resume the
discussion on the Hon'ble Mr. Surendra Nath Banerji’s Rosolution of

yesterday.”

The Hon’ble Pandit Madan Mohan Malaviya :—“My Loxd,
The Resolution which has been moved by the IIon’ble Mr. Surondra Nath
Banerjee has for its object, as he explained to the Council yesterday, tho
appointment of a committee of this Council, consisting of official and non-
official members, to consider the question of the existing financial arrangements
between the Government of India and the Provineinl Governments, and to
rtﬁcommend what changes mizht be introduced into them in order to improve

om.

“ My Lord, this is a matter in which the mover of the resolution and those
who support it on the one side and the Government of India on the other are
at one in rdgard to the principle. The principle of decentralization of Indian
finance has been accepted by the Government of Indin for the last 40 years and
more, and measures have from time to time been adopted to decentralize finance
to a large extent. The Hon’ble Mover of the resorutiou acknowle Iged, and

ral y acknowleged rightly, the progress which has heen mace in this

irection from the time before the days of Lord Mayo, when practically for
every rupee which had to be spent the sanotion of ths Government of hdia
had to be obtaimed, to the time when the Looal Governments have Lven given
considerable powers and have had comparatively large revenues a:signed to
them iu order to carry on provinecial administration. But, My Lord, while
the Government of India have accepted the principle of deceatralization, and
while they have carried out many reforms in that direction, they have
not yet accepted the principle in its entirety, and that is exactly where
those of us who support the resolution and the Government of Indin
are at a difference at present. We all acknowledge that Provinei:l Govern-
ments have been placed in comparatively very advantageous positions to
what they occupied twenty years ago. When wo remember the wail that went
up from different Provincial Governments year after year, from almost every
head of Local Governments in regard to provincinl finance, and compare it wi
the state which obtains to-day, the difference is striking and satisfactory. But,
My Lord, the Government have made it clear, in the last resolution they issued
on the subject in 1912, that they are not prepared to go forward to the extent
which those who advocate a real and effective decentralization desire to do. In
dealing with the resolution it will be of help to briefly recall the history of this
question as it has come down to us during the last half century. e first
statesman who proposed decentralization in Indian finance was the great tribune
of the English people, John Bright. Shortly after the Mutiny he pointed out
the evils of over-centralization and advocated that the Government of India
should decentralize so far as they could. Said he :—

I believe a great improvement may Le made, and by a gradual process that will dislocate
nothing. What you want is to decentralize your Government. Ylou will not make o single
stop towards the improvement of India unless you change yonr whols system of (Government,
unless you give to each presidency a Government with inore independent. powers than are now
possessed.

“It was not however until the experience of ten years had shown to the
Government of India the hopelessness of expecting any improvement in their

- financial position, and until the Government of India were faced with difficulty
in having adequate funds at their command to meect imporial rosponsibilities,
that the first steps in the system of decentralization were taken by the Govern.
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ment of Lord Mayo. These steps were universally acclaimed as sound and
beneficial—how beneficial is evidenced by the fact that Sir Henry Maine
pronounced them to be ‘much the most successful administrative reform
which had taken place in India in his time.’ But at the same time there
were a -number of other statesmen in India who were of opinion that the
Government of India should go much farther. In his excellent Life of
Lord Mayo, Sir William Hunter says :—

More than one of the predecessors of Lord Mayo had arrived at a similar conclusion, and,
indeed, one school of Indian statesmen had gone so far as to advocate the almost complete
financial independence of the Local Governments. This school wounld surrender to each separate
ndministration the revenue raised in its own territories on the single condition of a rateable
contribution for tha_expenditure common to the Empiro, such as the Army and the public debt.

“ My Lord,: a few years after that we had 8ir Charles Trevelyan giving
evidence before what is known as ¢ Mr. Fawcett’s Committee of the IIouse of
Commons . That evidenoe was referred to by my friend Mr, Surendra Nath
Banerjee yesterday, and I do not propose to repeat it. My friend has brought
out the fact that one of the objects with which Sir Charles Trevelyan urged a
similar system of decentralization was that the Government of Indin should
have a check applied to their spending propensities, and that they should not
have as much of the surplus revenues in their hands as they would bave if the
unitary system continueg to prevail. '

“ A few years later Lord Dufferin appointed a Finance Committes. On
that Commniittee there were Bir Charles Elliot, Sir William Hunter, Mr. Justice
Ranade and Mr..Justice Cunningham. They made a specific recommendation
to the same effect which I will, with Your Excellency’s permission, lay before the
Council: In the note which they submitted to the Government of India on
the subject, they made the following four proposals and urged that their
adoption would be attended by very beneficinl results :—

(1) That there be no divided departments, but that those departments of receipt and
_expenditure which {are now wholly, or almost wholly, Imperial, or which it may be found
:convenient to make Imperial, thonld be set on one side for Imperial pu s, and that the
! receipts and e:pemlli]hre of the plovinoialized departments should be entirely Provinoial.

(2) That whatéver the sum be by which the Imperisl expenditure exceeds the income
from those sources of revenue which are not provincialized, that sum should be declared the
first charge on the Provingial revenues. )

53) That the provincial surplus which arises from the excess of receipts over expenditure

‘shoild be the fund from which in the first place all Imperial necessities should be met before
any increase can take place in pr97inuial expenditure.

(4) And that as regnli'ds the future growth of revenuc it should ns far s possible be
divided equally between Provincial and Imperial, subject to the condition that if the Imperial
exigencies ever required a Jarger share, the Tmperial share should be incrensed.

“ This recommendation was unfortunately not accepted and remains yet to
be considered.

. “ Then, My Lord, later on when the Welby Commission was appointed,
:several Indian gentlemen of eminence gave evidence before that Commission,
-and the Hon’ble Mr. Gokhale particularly brought out before the Commission
‘the recommendation of the Finance Committee of 1886 quoted above.

“ A few years after that we had the Royal Commission on Decentralization.
The matter was again pressed upon their attention, and the Commission did
consider it in its several aspects and have left a record of their opinion
regarding it. I would like here to say a few words about that opinion. It
was referred to yesterday and Mr. Surendra Nath Banerjee drew attention to
what the Commission say on page 85 of their Report. After considering the
various proposals that had been put forward, the various alternatives that
had been suggested as to how the scheme could be carried out, the Commission
ended by saying :—
-~ The above considerations apply to the existing conditions of administration, but we
recognize that the grant to the Local Legislative Counncils of material control over provincial
finance, may make 1t neceszary to do away, as far as possible, with the present divided heads,

and to place some entirely within the purview of the Provincial, and others within that of
the Imperial, Government.
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“This was the recommendation of 1the majority of the Commission, but
two of its—Sir Steyning Edgerley and Mr Hutchins—members appended a
supplementary memorandum on this point, which is to be fcund on page 290
of the Roport. 'They said:—

“We think that the ultimate aim should be to give Provincial Governments independent
sources of revenus and some separate powers of taxation, subject to the general control of the
Governin'nt of Tndin and the Secretary of State.  While recognizing that this position ean
ouly be renched graduully and by cautious steps, we think that, in view of the wider powers
which it is propused to give to Provinciul Legislatures, the time bae come for a more definite
movement in that direction than is necessarily implied ir: the Report of the Commssion.

In the first place we would urge the importunce of giving, rubject to the general control
of the Goverument of Indin and the Secretary of State, gome separate pewcrs of taxation to
Provincial Governments, for it appears to us desirable that these rhould bave more real
financiul responsilility than they possess to-day. At the present time, while they are to o
considerable extent responsible for cconomical administration, the Provincial Gavernments ure
dependent for their resources on the Government of India.  If they want 1o cwbark on fresh
expen.titure, they must eithor economize in other directions, look to an autumatic increase in
their revinues, or apply to the Government of India for luirger grants, since they lave no
];fewcr to malify tasution, subject to the smull exceptions referved to in pumgmpfn 97 of the

port. If the Government of India nccept the request of a Proviuviul Government for
further financial assistance, thry usnally have recourse to the expedient of * doles ’ discussed in
parugraphs 75-9 of the Report.

“That, My Lord, was the view of these two members, Bir Bteyning Edgerley
and Mr. Hutchins. We have therefore a large number of eminent men con-
nected with the administration of India in favour of tho view that the
Provincial Governments should have a finance of their own. One of these
I mivht further (}uotc. Sir David Barbour also urged that a Government
placed over a population of many millious is important enough to possess a
financial system of its own. I have referred to these opinions to show that
the proposal put forward before the Council has the support of experienced
and distinguished administrators. But, My Lord, unfortunately, though the
Government of India, as I have said, have been moving forward in the direc-
tion of greater decentralisation, they have not yet accepted the view that the
Provincial Governments should be placed in a position of greater financial
independence than they do occupy at present. In the Resolution which the Gov-
ernment of India issued in May, 1912, they have discussed tho whole rubject ;
they have adopted many recommendations which were made as side issues on
the subject of decentralization, they have adopted some Princi ples for regulating
the granting of doles ard lump grants concerned, and also for replacing large
assignments of revenue by a share or the revenue. But, My Lond, they
have not accepted the real principle of decentralization, and it is for the
acceptance of that principle that the resolution appeals to the Council.
The principle upon which the Government of Indl;n. have hitherto acted
has been the unitary system of finance. Under this systcm, as was pointed
out yesterday, all the revenues of all the provinces of India are held to belong
to the Government of India, and the Government of India, having posses-
sion of all such revenues, makes such grants as it thinks proper to the
various Provincial Governments to carry on the administration ¢f those Piovin-
ces. We seek, My Lord. to substitute for this unitary system a federal system
of finance under which the finances raised in the different Provinces would be
held to belcug to those I’rovinces. and those Provinces will be linble to make a
contiiburion to the Central Government for the purposes of that Government
so far as the requircments of that Government are not covered by the
I);l:uperila].1 sources of revenue which are contiibuted by the people of India
as a whole.

« My Lord, in the Resolutiou of the Government of India issued year bofore
last, to which I have referred above, it was admitled that one principle on which
the present arrangement was bascd was that the distribution of 1evenues between
the ‘I’mperial and the Provincial Governments was made, except on occasions of
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grave emergency, with direct reference, not to the needs of the Central Govern-
mext, but to the outlay which each Province might reasonably claim to incur
upon the services'which it administered. I submit that thatis a principle which
vitiates the whole arrangement ; and it gives us ground for appealingto the
Government to reconsider the situation. My Lord, the Government of India is
responsible for Imperial expenditure; it is responsible for the defeace of the
Empire; ir is responsible for the home charges; it is resgonsiblc for the public
debt ; it is also responsible for the expenditure incurred under the various heads of
revenue which are Imperial, Customs, Post and Telegraphs, the Mint and so on:
The expenditure on uI{) these heads is more or less fixed, whereas the expenditure
for which the Provincial Governments are responsible is ever growing because
the needs of the people are multitudinous and must grow. What we therefore
urge is that the revenues of the Government of India should be fixed with
regard to their ragluiremeuts,-’- with a‘sufficient margin to meet the normal growth
of expenditure and with a full margin to meet cases of emergency such as famine
or the apprehension of a war. This would seoure to the Government of India
all that they would require for their‘purposes, and leave the rest of the revenues
of avery Province to be devoted to the moral and material well-being of the
people who have pontributed, them. i It was with a view to bring about such a
result that the various recomnmendations to which I have invited attention were
made to the effect that the Government of India's income should be confined
to the Imperial héads and to'a fixed contribution which should be made by
every Provincial (overnment on some well defined principles. .

i “My Lord, the Government of India have on their side ur, that they
could not accept such an arrangement, for this reason among others that from
the point of view of the Central Government a measure of this kind would not
be sn.tisfactory,—’; '

; His Excellency the President :—* I must ask the Hon’ble Mem-
r to conolude Lis speeoh.”” ;

{ A 2 1 i L

< The Hdn'_lil__o Pandit Ma.dqg,n Mohan Malaviya :—*I will, M

rd. ) Govéfn'ma:pt_ of India have pointed out, My Lord, that they coul
not accept such aiproposal ag they were confronted with the loss of a consider-
able amount of revenue from opium and faced by the necessity of providing large
and increasing funds for the extéhsion?of Education, for the improvement of
Sanitation anﬁ for other kind_redfpu&éses. But I submit, My Lord, that all
these purposes will be relegated to the provincial sphere once the :principle is
accepted that the‘Provincial :Governments should primarily have charge of the
Provincial revenues, and that only a certain limited proportion of it should be
contributable to the Supreme Government. The expenditure on Education and
8anitation and much of similar other expenditure would then be met by the
Provincial Governments. '

. . “My Lord, I am sorry that I must finish, but I must not take up more
time. It is impossible to discuss a subject of this importance in the short time
allowed.” o

: i, The ‘Hon'ble Sir William Meyer :—“ My Lord, Ihaveawaited
the development of my Hon'ble friend Mr. Surendranath Banerjee’s Resolution '
with more than the ugual interest which attaches to his public utterances in
this Council and elsewhere. My Hon'ble friend has moved Resolutions of
various characters supported by eloquent speeches, but this is, I think, the first
instance in which lle];ms invaded the realm of Finance. Then again the Resolu-
tion touches on a very large and intricate subject, and I was under some
curiosity as to the reasons which the Hon’ble Member would adduce in support
of the course he proposes. My Hon’ble friend has embarked on his mission
with his usual eloquence, but I am afraid I am in no way convinced of the
necessity or the expediency of the course which he asks the Council to adopt.
'Mg Hon'ble friend has, as I have said, attacked a very wide and important
subject, and before dealing specifically with his arguments and those of the
Hon’ble Members who have followed him, I must, in order to make the position
of the Government perfectly clear, indicate how our present financial settle-
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ments have developed. I do not propose to delve into tho very remote past.
If time permitted, it might be interesting to recall the days of the Mogul rule,
when there were large provincial governments, with capitals at places like
Murshidabad, Patna ard Kabul, and when a very eminent statesman,
whowm I may style my remote predecessor, the Hon’ble Raja Todar Mul, fixed
the assignments to be taken from tho Provincial Governments for the central
exchequer at so many hundred cartloads of silver. I may, however, remaik, in
passing, that the ultimate result of the Hon’ble Raja’s settlemonts were not
very fortunate because, as everybody knows, the Provinces ultimately obtained
such a large amount of that autenomy on which the Hon'ble Mover laid so
much stress yesterday that many of them beeame independent States and the
Central Government fell to picces. Nor will 1 draw any moral from the state
of things in China, whoere also the T.ocal Governments possess large financial
autonomy, and the Central Government is at present at its wits’ end as to how
to get money from them for the most nccessary reforms and tasks.

“ My Lord, taking India under British rule, it is again a matter of common
knowledge that originally the Presidencies of Madras and Bombay were quite
inclepentfcnt of that of Bengal, from which the remaining provinces of the
India of to-day may be said to have grown. In time, however, they were made
subordinale, and in 1883, when . the Governor General of Bengal was for the
first time officinlly recognized as Governor General of India, all financial
powers were piactically vested in the Central Government. This continued up
to 1871, as the Decentralization Commission have observed in paragraph 64 of
their Report. They there said :— “Save in respeft to local cesses which were
levied in some Provinces, principally for roads, schools and other items of
local expenditure, each Provincial Government was absolutely dependent on
sums annually assigned to it by the Central Government for the upkeep of its
administrative services.’

“* Ag regards the su uent stages, I need only refer the Counoil to para-
graphs 54-650& the Repgﬁq of the Decentralization %ommission,l&nrtly becgusa,
as 1 have reason to believe, my hon’ble friend the wmover regards that Report,
as a whole, with feelings, shall 1 say, of affectionate solicitude, and partly
because I myself was primarily responsible for drafting it ; and as Lord Morley
once remarked —‘ If you think you have already said a thing well, it is better
to repeat yourself than to risk tho exhibition of the same matter in a different
“.ny.l -

“I may add that the new departure effected in 1871, though it was the
prelude to very much more important developments by itself included nothing
towards the provincialization or partial provincialization of -important ' heads
of revenne. What makes the 1871 departurean important landmark is the
fact that it introduced the idea of provincial responsibility. As mentioned by
Sir Richard Temple, in his Financial Statement for 1871-72, though in some-
what more official phraseology, the Provincial Governments were given a little
sh.cg of their own to run, and an allowance—not to be overdrawn—to run it
with.

“The first settlements which gave to the Provincial Governments some
share, though a very small one, of growing revenues were those effected by the
Government of Lord Lytton in 1877-70. The 1882 settlements doveloped
tbe sphere of Provincial revenues and the system of divided heads. There were
some further developments every five years afterwards, culminating in the

uasi-permanent settf:zments of 1904 effected by Sir Edward Law and Sir

ward Baker.

“ I now come to the existing settlements, brought into effect under the
inspiration of mg immediate predecessor and his able Licutenaut Bir James
Meston in 19011-12. As regards the sphere of Imperial and L'rovincial activities
these settlements made no new departure. They built upon the previous
guasi-permanent settlements and the principal changes were as follows :—

“ (1) The settléments were made absolutely permanent instead of merely
guasi-permanent. As a necessaléy corollary to the permanency of the settle-
ments came the conditions referred to in paragraphs 52 and 63 of my pro-
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decessor’'s speech introducing the Finanocial Statement for 1911-12, which the
Hon'ble Mover quoted yesteiday.

« (2{) In pwsunance of a policy by which the Government of India was to
give the Piovinces as much of their resources as possible in the shape of growing
revenues, sonic important changes were made in the previous distribution of
revenue as between Imperial and Provineial, to which the Hon'ble Mover has
alieady referred. 1 may say, however, that he was slightly inaccurate in regard
to income-tax, which has for a long timne been a shared head. Speaking geneially,
Forests became an entirely Provincial head, as did Excise in Bombay, while
in regard to Excise and certain other heads of revenue the shaie previously
enjoyed by certain other Piovinces was materially iicieased.

“ Now, My Lord, what I want to emphasize in this connection is that,
although the system of giving different shares of certain leads of revenue in
various Provinces appears to be per se & departure from a subsidiary principle
stated by Sir James Meston and quoted in paragraph G0 of the Decentraliza-
tion Gommi‘sion'ngeporb—that is, that ‘so far as possible the same sharo of
the chief sources of revenue shall be given to each province’, and it does not in

* the least conflict with the more important principle that the Provinces shovuld be

treated equally. g‘l‘hey- were! so treated in the guasi-permanent settlements,
each of which had: as its bajis the existing recognized normal standard of
provincial expenditure, and the 1911 settlements are no departure from this
principle. The dévelopment 'made wos that, since the principle ofegenerally
similar shares of divisible growing revenues had in some provinces led to
a’' large amount of fixed ass!gnments, i.e., revenues which did not grow, it was
decided, in accordance with the recommendations made by the Decentraliza-
tion Commission in paragraphs 69 and 79 of their Report, to convert such
fixed assignments as far as possible into growing revenues. And the different
circumstances of ‘the different provinces in this respect gave rise to the varia-
tions I ‘have mentioned in dealing with their shares of divisible sevenue.
‘What I want to ilay strcss bn , is that no province was injured by this. On

H’ ‘every-one -of jthem profited by exchanging fixed for expanding
rdceipts.| . The principle adopted \was tq put the Provincial revenues on a more
elastic basis, and to make that basis equal in essentinls for the various Local
Governments, ‘though ‘no longer identical in mere outward form. I would
refer to‘one more i point in conneotion with these settlements. 'Ihe Council
are :aware that, in the cade of divided heads, Local Governments possess ns full
financial powers in regard to the creation and remuneration of appointments
as they do under heads which are purely provincial ; and, very soon after the

- new settlements came into being, these powers were largely increased as a

result of the recommendations of the Decentralization Commission.

. ;*Bince then two things have happened ; in the first place the territorial
re-arrangements announced at the Delhi Durbar have necessitated the ’rovinces
of Bengal, Bihar and Orissa, and Assam, as then newly constituted, going
under a temporary :settlement the character of which was described in para-
graph 50 of the Financial Statement for 1912-18. This was necessary until
such time as experience would warrant the conversion of these into permanent
settlements. - : Obviously, the previous data derived from differer.tly constituted
provincial areas no longer applied, and for the sake of the pew provinces

- themrelves the Government of India did not want to rush into any hasty
. permanent settlements. The revision of these temporary settlements will take
- place during the comir g year and will come into effect on the 1st April, 1£15.

¢ Secondly, the prosperous state of its finances in the closing years of my

- predeccssor’s régime has enabled the Government of India to add considerable
- recurring grants to provincial resources, as well as very larze non-recurring

- contributions As regards the recurring grants already given or which may be

given hereafter, we do_not in any way lose sight of the priiciple previously

« referred to that by the Decentralization Commission and which we are acting -

on. namely, that when in any province these fixed essignments reach a figure
which makes it worth while to convert them into an additional share of
growing revenue under & new divided head, that conversion will, subject to -
the Becretary of State's sanction, which is required, be made.



4H

[ ]

RIESOLUTION ON THI PROVINCIAL SETTLEMENTS.
[ 25t FeBRUARY, 1914. ) [ 8ir WPilliam Aeyer.)

“ From the history of the case which I have given threc main points emerge.
The first is that the piovincial settlement system really includes two quite
different stages. In the earlier years, the system operated as an arrangement
by which, to put it bluntly, the Imperial Government was enabled to exploit
the Provincial Governments. In the later years, the exact contrary of this
process has Dbeen taking place, and one may almost say that every change of
method and principle has been adopted with the “conscious desire throughout
to improve and guarantee the financial well-being of the Provincial tGovern-
ments.

“The object of the earlier settlements was primarily to check the growth
of provincial expenditure. The Government of India constantly made revewed
demands 1;3011 the provinces as their own nceessities increased, and the five
vears' period, in partioular, gave an opportunity for resuming any surplus of
revenue which the Local Governments might manage to accumulate in spite
of the SBupreme Government's careful dispositions. Almost every feature of
tho later settlement is in direct contrast to this attitude. 1I'iist, we have the
change of policy in regard to the amount of revenue with which a Province
was to be started. The earlier settlements gave a sum less thau the expendi-
ture actually attained. Next came the acceptance of the theory that the
revenue assigned should be equal to the standaid of expenditure attained.
Finally, though the theory remained unchanged, the practice was sensibly
modified by the liberal way in which the standards of expenditure were cal-
culated, and by the giving of large initial grants, in the 1904 settlement, and
so forth. In effect, the Government of India began to give something in
excess of the scale of expenditure which could be rightly claimed as oblizatory
at the time.

“ Next, we have the question cf elasticity. The necessity for this was not
recognized at all at the outset, and for many years was only admitted in & most
haphazard manner.

¢ It is only during the later part of the era which commenced 40 years
ago that the necessity for some considered adjustment of the growing portion
of a Proviuce’s revenue has come to e definitely realized zs a point of princi-
ple. Even then the original idea was that some parts should be growing and
sowe parts should be fixed. The later tendency has been to make the whole
growing, and in several of the 1911 settlements the TLocal Governments were
started with no non-growing revenues at all. It may be urged that further
fixe'l assignments have since heen made. In other words, it scems to be in
some quarters a matter of complaint that when the Government of India
makes a grant of say £50,000 a year to a particular province to meet new ex-
penditure, they do not promise that this £50,000 shall be raised to £51,000
next year, to £52.000 in tho next and so forlth. Thisis obviously impracti-
cable : we oannot always he making such petty tinkerings.

“ Next, we have the principle of permanence. The Law-Baker settlements
were gquasi-permanent as opposed to quinquennial: the existing settlements
are formally declared to he permanent ‘I'he matter has not been mentioned
in the very moderate speeches of the Hon'ble Mover and his seconder, but
fromn eriticisms one has seen in other places it might almost scem to be felt in
cortain quarters that this is a device by which the Government of India hope
to stereotype a set of unfair financial arrangements which they have succeeded
in enforcing uFon the Provinces. T1he exact contrary is the case. Uuder the
older system the Local Governmeats were liable to have their surplus revenues
resumed at frequent intervals. The idea of permanence was introduced for
their protection, as the Local Governments themselves recognized readily
enough. Indeed, the benefits thus conferred are not unlikely to prove somewhat.

reater than the Government of Indin anticipated. While, in prastice, the
vernment of India are strictly bound by their own pledges, it seems rarehv

to occur to certain enthusiasts for provincial development that any corrvespond-
ing obligations rest upon the other party Finally, as a new practical develop-
ment, we have, for the time being at any rate, n very vigorous application of
the principle that a new policy. even in the case of a permanent settloment,
must imply the grant of new resouvces. It would have been fully open to the
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Government of India to insist, on administrative grounds, that more must be
done from the revenues already assigned to the Provinces in largely improv-
ing Education and Sanitation. In effeot the Government of India have
hitherto taken the main burden upon themselves.

*Such being the history of this question, I do feel some wonder that the
great developments made are not fully appreciated, and that we are now
asked to throw them aside as unsatisfactory, and to embark on a new policy.
I am somewhat surprised that the Hon’ble Mr. Banerjee should seek inspira-
tion in the constructive efforts of an earlier period, which can be shown to be
totally out of accord with the circumstances of to-day.

“Then I pass on to a point with which the Council are possibly not so
familiar as we ara?in the Finance Department,—that is, the fact that Provin-
cial Governments are not exposed to.demands for rewissions of taxation. This

1 is a peculiar feature of the dndian:system. It would be natural enough if

. provincial expenditure were of such a nature as to be legitimately kept out-
side any general statement of the finances of India as a whole. That

- is not the case. No one can regard the vast bulk of the expenditure on civil
administration, and the provincial share of the ordinary sources of revenue, as .
incidental matterq which can'be thrown into the background like the financial
transactions of Local Boards.. Yet, though Provincial finance is necessarily
an integral part {of Imperial finance in the widest and.most legitimate sense,
we have the striking feature that the Provincial Governments, administerin
three-eighths of the revenue or something like £30 millions out of a total
80 millions, are totally exempt from finding their resources diminished by any
public demand for remission 6f taxation. The Government of India have to
face that in this, Council and outside it. The new expenditure which the
Local Governments propose from year to year cannot be criticized on the
ground that the money would be better employed in being returned to the
tax-payer. If wawant to getat the spirit now underlying the Provincial settle-
nients, we can h.ul-n;ly find more conclusive evidence of the generosity which
has inspired them,—a: Tne?omty which the Hon’ble Pandit Malaviya
evidently regrets :when he says in effect ‘Let us have a federal system, and .
s0 allow the Provinces to tax themselves and be subjected to demands for
remission of taxation, and all {the criticisms which the Government of India
now have to bear alone.” | -

{ b |

- “Well, My Lord, we thvis reach the conclusion that the fundamental basis
of the system cannot in present circumstances be further liberalized ; and in
- 80 far as the object of this Resolution may be to obtain a sudden and large
addition to Provincial resources at the expense of Imperial, ie., at the expense
of the Indian tax-payer, the Government of India cannot hold out any hope of
its being attained. ;
“ The only other main object

-

, which those who wish to recast the existing
i system can have in view must be to secure for Local Governments a higher
egree of administrative independence by weakening the financial ties which
} st present connect them ‘with the:Government of India. The Hon’ble Mover's
. speech yesterday, I think, afforded considerable evidence of this. The idea
" presumably is that whatever n:aay be the Government of India’s theoretical
right of interference from the administrative point of view, this power could
not be effectively exercised in practice were it not for the system of a joint
financial interest in the divided heads. Well, as I have already pointed out,
- the Local Governments enjoy exactly the same financial powers under
divided heads as they do under those which are purely Provincial. If the
object is to enlarge the administrative independence of the Provinces, it seems
to me that the attack should be made more directly on that side. The Gov-
.ernment of India cannot.be expected to weaken any of the subsidiary safe- . -
Euuds of an administrative position which they themselves hold to be justified. .
he question of decentralization is not a new one. A few years ago the
Becretary of State, with the hearty concurrence of the Government of India,
appointed that body to which the Hon'ble Mover attaches so much importance,

e Ty
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the Royal Commission on Decentralization ; and the Commission proposed
many methods by which, without upsetting the framework of the existing
systom, Provincial Governments might get a freer hand. In many cases their
recommendations have boen acted on ; in others these are still under considera-
tion. Then, even in regard to purely financial matters, the interference of the
Government of India has been considerably lessened in recent years. I have
already referred to the larger powers which the Local Governments now
have in regard to the creation and remuneration of appointments. Well, that
may seem by itself a dry-as-dust, trivial, consideration; but anybody who
thinks about it will know that it is not so, because every administrative scheme
ends in the creation of certain appointments, or in the alteration of their
remuneration. I can assure the Council, from very largu experience, that
these apparently dull, trivial, matters in which the Local Governments have
been allowed larger powers have in effect enormously reduced the refeiencos
that they have to make to Simla and Delhi. Again, tho Provincial budgets
are now essentially the budgets of the Local Governments themselves. When
I was first connected with the Finance Department their budgets were
constantly revised by the Finance Member and his assistants. That is not

the case any longer.

“Turning now to details, the Hon'ble Member's speech contained some
special references. We were asked to consider the scheme outlined by
8ir Charles- Elliott and three of his colleagues on a Committee appointed to
advise the Governor General some 20 years ago during the Viceroyalty of Lord
Dufferin. Well, the circumstances of that time were absolutely different from
the circumstances of to-day. What led Lord Dufferin’s Government to appoint
that Commission ? The answer is that they were so hard up that they said to
themselves ‘ let us see if we can't get more money out of the Provinces,’ and
the primary instruotions of the Commission were to get the money. The Commis-
sion produced two very bulky volumes, a perusal of which shows that they fol-
lowed the cluegiven to them with the greatest industry and assiduity, and the
1887 settlements showed that the Commission had influenced the Government of
India in the direction of not letting the Provinces have any more than they

could possibly help.

“The [Lon'ble Member also asked my special attention and deference to
certain dicta of Bir Charles Trevelyan on the ground that I am a Madras
Civilian, and that Bir Charles Trevelyan was once Governor of Madras. But,
My Lord, if my memory serves me right, Bir Charles Trovelyan’s tenuve of the
Governorship of Madras was not very lengthy, because he had to be removed
for official insubordination for publicly attac. ing the Government of India in
connection with an income-tax. I think I may fa'rfly ask my Lon’ble friend to
provide me with a more auspicious Guru ; and apart from that, I may point out
that S8ir Charles Trevelyan’s remarks, to which the Hon'ble Pandit Madan Mohan
Malaviya also attaches importance, were written, I gather, between 1871 and
1873, at a period when the Mayo settlements had just begun, and when Sir
Oharles Trevelyau’s own experience in India had ended, that experience baving
been entirely under the system of absolute centralization which prevailed in
the ante-Mayo period. If Sir Charles 'I'revelyan could revisit this earth, and
attend the debate in this Council, I think he would be amazed at the enorinous
change that has taken place since his time, and would recognize that his
remarks were entirely inapplicable to present conditions.

“ Now I come to the proposals made by Bir Charles Elliott and certain
colleagues of his. The first is that there should be no divided heads, that is
to say, that all sources of revenue should be wholly Imperial or wholly
Provincia. In this connection, my hon’ble friend the Mover did me the
honour to refer specially to parngraph 72 of the Decentralization Commission’s
Report, ard to a particular passage in paragraph 71. Well, My Lord, I ace
no reason to regret any recommendations that I put forward along with my
colleagues in the Decentralization Commission. But such recommendations
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must be judged ds o whole, not with reference to isolated passages. I must
therefore read what the Commission had to say :—

Other proposals put forward are to the effect that the Local Governmeats should
obtain permavent and separate resources, bringing in not less than their existing revenues, b
having certain of the divided heads entirely uesigned to them, the others becoming ]mperiur
The advocates of this view appear to imagine that such a separation would give the Local
Governments largerifinancial powers than they at present enjoy ; but, except in the possible
matter of generul fbudget control, this is not so, since a Locul Government posses:es the same
detailed financial pojvers in regard to such natters as the creation of appointments, in the casc
of a divided head as it does in one that is wholly Provincial—

1 i .
The Hon’ble Mr. Surendra Nath Banerjee :— May I ask for
.the page? " - H :

The Hon'ble Six illi%._h; Meyer :— Pago 34.”

1t is no doubt tonceivable that, under the present system, a Local Government happening
: to be possssed of o consideruble surplug, might desiro to push ea:femliluro in regurd to a
! divided head such ab forests (* fobests,’ of course, is not now divided, but it was then),
{ while the Government of India jmight at the eame time find themselves in a position In
: which they could ndt conveniéntly meet the additional expenditure which the adoption of such
+ = proposal would call for from them. .That, however, would be a mutter of rure occurrence,
-and as against t::mesed elnu:ge there are the following considerations :—

f- (i) The Local Gwcmmgntl benefit by broadening the bases of their reveuues. If, for
i example, the wbol!a of the revenucs they obtain under the present divided heads
i (which are the most important from the receipts side) were hereafter
H to ac¢rue to them from, say, land-revenue only, or from land-revenue and excise,
they :ul(_l be much more at the mercy of fluctuating seasons than they are at
Ppresent. . .
. . [}
(ii) The sfrangement by which the Government of India share in the receipts and
{ expe dv_itu.g‘i of goi"ne Eof;z‘thei t important . Provincial beads of administration
! makés theth mare fnteréated ip, and identitied with, local developinent ; and they
can’@xércise the general contfol in matters bf policy, which they must in any
case retain as a &ntnl Government, with less friction if they are also concarned

pecﬁi_:iarily.

A e — .

r 1 (iil) As = matter of general ‘policy iit seems underirable to encourage the idea that the
i " Governmeunt of India'are :chiefly concerned with relatively unpojular services,
such as galt, military expenditore and Home charges. .

Accordingly, our conclusion is that it wounld be undesirable to make any sudden and
. violent ebanfe in the present syetem of divided heads, but as already stated, we udvocate the
! conversion of unduly lmi-iu fixed assignments into sbares of growing rivenue. Moreover, it
scems clear that, s the financiul position permits, the resources of Provincial Governments

. will need to bé increased, to provide for thé expansion and improvement of local services. It
? may be, also, that the scope of Provincial financial responsibility will be directly expauded, o.9.,
irrigation might be made a more entirely P'rovincial item than it is at Yn.-tent. This iucresse
of regular Provincial revenues should, in our opinion, be met by gradually provincializing heads
of revenue which are. now . divided, and for which the Provincial Governments must always =
be specially responsible, such as forests or excise. P

The bigh authority of Sir David Barbour may, it is true, be guoted in support of the
thesis that a Province witt & population of many millions is important erough to possess a
financial syetem of its own. In theory that is true, but we are of opinion that present
circumstances ronder the full application of this theory impracticable; and the ohjection to

. shared revenues which appeuars to have been mainly ypresent to Sir David Barbour’s *mind,
namely, the wunt of any assurance that revenues sesigned to the Local Governments wou'd be
cf a permancnt character, has been met by the present guasi-permanent settlements.

. .The above considerations apply. to . the existing condition of administrations, but we
recognize that the grant to the local Legislative Councils of material control over the Provin- -
cial finance, may muke it necessnry to do away, as far as possible, with the present divided
heads, and to place some entirely within the purview cf tE: Provincial, and others within that
of the Imperial, Government.
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“ Note the word ‘may ' 1 have emphasised in the above passage. The Cow-
mission merely said that hereafter it might be desirable to do away, as far as
possible, with the divided heads. It isclear from their previous observations
that they wero against any sudden revolutionary chango ; and I bave already
shown that the Government of Indin have proceeded, asfar as circumstances
yet admit, in the direotion of greater provincialization of these heads.

“As for the other proposals which Mr. Madan Mohan Malaviya advocated,
they simply fill mwe with horror, and I do not know what the Lieutenant-
Governor of the United Provinces will say when he comes to read thom.
Whatever the sum by which the Imperial expenditure cxceods the income
from thoso sources which are nol provineialized, that sum isto be the first
charge on the provincial revenues. Well in 1908-09, we had an Imperial
deficit of about £82 millions. According to the Hon’ble Mr. Malaviya the
Government of India should have plundered the Irovinces to make it up !
Sccondly, it was proposed that all Imperial necessities should be met before any
increase could take place in Provincial expenditure. Under such a plan tho
Provinces would not Lnow where they were, because on some unforeseen day,
the Financoe Minister might come suddenly down upon them and say ‘Oh!
I am in a tight place, because I had to do this, that, or the other ; and you havo
got to hand over to me, say, a million pounds’. How could there be an
certainty of steady adininistrative development in the provinces under such
a plan? v

‘* As regards the faderal system which the Hon’ble Membor advocates, how
would it have worked in recent years? Under any federal system, the revenuo
from opium and railways would be entirely Imperial ; the speoial allotments to
the Provincial Governmonts made of late years which my hon’ble friends sneer
at as doles have been due in the main to the application of surpluses arisin
from opium and railways. I do not find that Mr. Malaviya then proteste
against the dopations thus made to the United Provinces, for instance. 8till,
as I said in arecent debate, there is such a thing as ‘ conscience money’ ; and if
the Hon’ble Member will induce the Government of the United Provinces to
say ‘This is railway and opium money, which ought not to have come to us,
because it offends against the canons of the federal system,” I for one should be
very glad to have it back 1"

The Hon'ble Pandit Madun Mohan Malaviya :—* 'The
Government of India would have had to disgorge crores upon crores if it had
accepted my reccommendations.”

The Hon'ble Sir William Meyer :—“I must conclude, and so I
only say this. What are the facts which stand out from this, I fear, somewhat
lengthy cxtliilanntion ? They are that the policy of the Government of India in
respect of the Proyincial settlements has been one of constantly increasing liber-
ality, that the Provincial Governments are in a position at present which their
predecessors of a generation ago would have looked on as too good to be hoped
for, that they are permanently assured of fur larger resources than their
predecessors possessed, and that, in the case of famine, that great disturber of

rovincial financial equilibrium, the Government of India have given them
arge assistance both directly and occasionally in a shape which the United
Provinces have lately found most useful, that of a guarantee of & minimun
revenuc. Finally, they are at present in a position as regards cash whiol,
as custodian of the Imperial finance, I can only regard with friendly envy.

“Now the last stage in this process of development was only reached some
three years ago. It was the result of very careful inquiry by a Royal Com-
mission and of further consideration by the Becretary of State and the Govern-
ment of India, the Becretary of State’s approval being necessary to any import-
ant alteration in the terms of a provincial scttlement. It is now proposed
to appoint & fresh Commission, technically called a Committee, to consider
the revision of this latest development. On behalf of the Government



55V RESOLUTION ON THE PROVINCIAL SETTLEMENTS.

[Sir William Meyer ; Mr. Surendra Nath [ 25Tu Fesruary, 1914.7]
Banerjee.)

of India, I cannot accept any such recommendation. Why, even under tho
old system of teniporary aet—tﬁaments, five years passed beforo onc settloment was
superseded by another. Now we are asked at a much earlier dato to tear up
the whole system of permanent settlements by the roots. 'Then again, such an
inquiry can only have one of the following results:—

(1) It would affirm the propriety of the existing scttlcment, subject
possibly to a few minor alterations which the Government of
India are quite competent to take up on their own initiative
when circumstances require them.

(2) It might make recommendations which, while not appreciably alter-
ing the balance of Imperial and Provincial revenues, would alter
the respective Bpheres of the two parties. I have already indicat-
ed ithe objections found by the Decentralization Comumission to
suggested alterations of this character, and need only add that I
am not prepared to assent to any inquiry which produces a mere
re-shuffle of the cards.

i
(8) It might propose that the provincial share of revenue should be
conriderably increased. In the present conditions of Imperial
finance, that iwould involve an increase of taxation, which I am
certainly not ?repared to assent to on such a ground. -

1

(4) It might conceivably suggest that the Provinces are too well treated
: and should get less revenue than they obtain at present. Look-
ing at the matter from the Foint of view of the Imperial
Ex¢hequer, that might be a satisfactory result ; but, speaking as a
Member responsible for the Government of India as a whole, I am
not; prepa !;o olip the wings of Provincial Governments in this

way.

» “I'need only nddl‘;)na fu!rthar remark with reference to the first point ; that
is, that the Government of India are in no way unmindful of the recommenda-
tion of the Decentralization Commission : that, as provinces obtain a large
amount of fixed assignments, these should be converted into growing revenue.
iWell, as time goes on; if these fixed revenues should hereafter expand to a large
extent, the Government of India will be quite willing to consider whether any
further conversion should be made.

., “This, howeyer, m a matter of expediency ; it is o matter that cannot comeo
up for some time, and in regard to which I will observe, substituting a single
word in the well-known saying, that sufficient for the day is the good thereof.

“ I cannot therefore accept my hon’ble friend’s Resolution.”

. . The Hon’ble Mr. Surendra Nath Banerjee :—“ My Lo, F
regret the decision. of ‘my hon'ble friend the Finance Minister in regard to the
‘Resolution which I -have had:the honour to move. But my first words will be
words of congratulation on his lucid speech giving us a history of the
development of decentralization in India. I am sure that we have greatly pro-
fited by that speech. My hon’ble friend says that there is a disposition in some
uarters to find fault with the Government of India for the grants which the
vernment have mads to the various Provinces. I think, My Lord, that that is
not the temper of the non-official Members in this Council, 48 my hon'ble friend
Pandit Madan Malaviya and I have both borne testimony to the liberality of the
Government of India in the disposition of its grants. "What we say is this : that
these doles as they have been called—I do not use the word in any disparagin
sense—these doles have had a demoralizing effect, and they are even wasted ; an
that it would conduce to economy, it would help to regularize our finances, it
would lead to the progressive development of provincial finance if, instead of
these doles being given to the Provincial Governments, the Government of India

LI
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were {o receive fixed contributions from the different provinces, contributions
which would he fixed as the result of the deliberations of the Committee which
I have had the honour to move for. My Lord, there is one part of my speech
to which the Hon’ble the inance Minister did not at all refer. I quoted
the despatch of the Government of India of the 25th August, 1911. This des-
pateh was issued in connection with the Royal visit, in fact at the time of the
Royal visit. In that despatoh the boon of provincial autonomy was distinctly
outlined, and I urge that in order that woe should have that boon, fiscal inde-
pendence is the first condition necessary. My hon'ble friend did not refer to
that part of my speech at all”—

The Hon'ble Sir William Meyer.— There was no time.”

The Hon’ble Mr. Surendra Nath Banerjee :—“ My hon’ble
friend lad time for everything else exocept to deal with this particular
matter. I venture to say that my position here was absolutely unas-
sailable. A deliberate pledge was given by the Government of India. That
being so, if it is necessary to carry out the pledge, I maintain without
fear of challenge or contradiction that fiscal inhepandenoe must be given
to the Provinces, and if fiscal independence is to be given to the Provinces, my
Resolution should be accepted; a Committee should be appointed for the

urpose of considering what measures should be taken for carrying out this
object. My hon'ble friend has rightly guessed the object of this motion; the
object is to persuade the Government of India to take a further stop forward in
the line of administrative development. My Resolution is financial ; in fact,
all important Resolutions are more or less financial ; but behind the financial
aspect of this question there are large administrative oconsiderations. Therefore,
My Lord, it seems to me that, having regard to the fact that my hon’ble friend
has not referred to that matter, my position as regards this particular aspect of
the question remains unassailable. T am sorry that my hon’ble friend not
been able tosee his way to appoint a Committee. The Bengal Provincial
system is going to be revised next year; it was a temporary settlement extend-
ing from 1912 to 19015. If a Committee were appointed, and if it inquired
into the systems of the different provinoces, I am oertain that Government
would be in a better position to deal with the question affecting Bengal. M
Lord, I regret the decision of my hon’ble friend; I am sure the country will
regret the decision ; the question however cannot be allowed to rest where it is;
the question of the fisoal independence of the Provinces will be brought u
again and’again in this Council Chamber. We must urge the absolute an
complete redemption of the pledge. No pledge made by the Government of
India has gone unfulfilled. It takes time for the Government to move; it
moves slowly , but deliberately: and in this matter I am confident that the Gov-
ernment will also redeem the solemn declaration which it has made.”

The Hon’ble Sir William Meyer:—“ Lord, I just rise
to say a few words reﬁarding the point which the Hon'ble Member has
raised. My hon’ble friend refers to a certain despatch and says that that
constitutes a pledge of financial independence and other independence to the
Local Governments. Well, I am not going to be led into any discussion as
to the intention of that despatch. Its proper application has been expounded
by a much higher authority—the Becretary of 8tate for India in his place in
Parlinuent. As regards the financial morale which the on’ble Mover seeks
to draw, I will, however, say a word. I was not myself in the Government
of India at the time, hut I can produce the most practical evidence of what
the Government thought about this. The Delhi arrangements were announced
in January, 1912, and the Provincial Settlements were then in their infancy.
They were enacted with effect from the 1st April, 1911. Had the Government
of India thought that by the wording of this despatch they had pledged thems
selves at once to give the Provinces larger financial independence, surely they
would have taken the opportunity of doing so; but they did not do it. In

uestions of this sort ple are themselves surely the hest judges of what
they actually mean. g:) this occasion, the Government of India, by their
action, or rather by their inaction, showed clearly what they did, and what they
did not, intend.”
The Resolution was put and rejected.
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RESOLUTION ON THE RECENT BANK FAILURES.

The Hon'ble Sir Gangadhar Chitnavis said:—“ My Lord,
I beg to move—: '

That this Couﬁcil recommends to the Governor General in Council the advisability of
appointing a Committee, comgoscd of persons with judicial, financial and commercial experience,
to inquire into the causes of the recent bank failures and to report what, if any, mensures are
desirablo to regulate’and control banks and banking business in ti

“T think I hardly” need expatiate on the fact that within the last few
months there have been numerous bank failures in various parts of this country,
which have caused wide-spread distress and have to some cxtent shaken the
public confidence in this :class of commercial enterprise. ‘The probability of
collalgses of this nature was;uot unforeseen by those who have been watch-
ing the recent industrial and commercial development which has becn a feature
of the last few yéars. In my budget speech on the 27th March, 1911, T spoke
about this in the following words :—

Of late there has been a 'hedlthy change in the ideals of the ﬁ»eop]e, followed Ly a spurt
of industrial and commercial actiyity. Government should not only view the movement with

is country.

- patisfaction, and fqster it as they bave dome in the past bﬁ’gnio]ancn and serious efforts
i

‘at the organization Of rura] capital : but they should closely watch it, with o view to keep it
within safe cbanngls end to prévent reckless speculation and gamble. My Liord, in this view
of the responsibility of the. Government, they would be justified in providing stringent
.legislative checks upon the operations of such important concerns as banks nnd insurance
-companies, and in providing for the periodical examination by official auditors of the accounts
‘of all these Indian concerns. My Lord, the failure of these companies will not- only entail
“present ruin upon many, but what is far more important, will make Indian capital o hundred
itimes more shy than it is at present, will set back the industrial progress of the conntry by at
least sz{un, and will add to the number of the unemployed. The better mind of India
.thinks that Government should take action at an early dato.

“ When the East, des‘ertinghits traditional methods, suddenly adopted the
business methodg of the Wekt without the business experience which is the result
f -slow gro it 38 not}to .be wondered at that shipwreck has ocourred.
ndeed; this yiew, of t:Lm_ case must haye also presented iteelf to the' Government
¢of India, for I find that Local Governments and other bodies are being con-

- isulted ‘on the question of the necessity of legislating to control the matters

;I have specifiedf in my resolution.; I propose, therefore, to endeavour to
,establish the '_fol_l?win_g' propositions : —
; (1) that a state of affairs calling for investigation exists,
(2) that the present is an appropriate time for holding such an investi-
' gation, and
(8) that the method T suggest is the most suitable and effective manner
in which it can be made.

.3 “On tho first head, I need say very little ; the occurrence of the failures
iI have referred to creates a prima facie presumption that there is something
radically wrong, which requires a radical remedy. Moreover, as Government
ihave themselves been ,consiﬁeri_n the necessi:i of the control of banking busi-
iness s anterior to'these failures; I-apprehend that I may conolude that they are
‘at one with me on this point. 'As to the second head, [ submit that the time
is very apposite for holding the inquiry. Public feeling has been aroused by
the occurrence of the disasters, and keen interest and assistance may reasonably
be expected. On matters of this kind the public as a whole are apathetic
unless under the stimulus of a recent object lesson ; and for this reason it is desir-
able to strike when the iron is hot. As to the third head, it may, and Iprobably
will, be said by thcse who do not take the same view of the matter as I do, that
sufficient material to deal with the subject will be derived from the reports of
the liquidators who are winding up the insolvent companies, and from the
- replies to the inquiries that Government are making, so that the Committee
will be a needless and expensive method of securing objects which could be
equally we | attained in other ways. This is a conclusion that I cannot myself
accept, and I venture to think the Council will not do so either. As regards
liquidators, they are primarily concerned with doing the best they can for the
creditors of the concern; and, at the best, their reports can only be isolated
examination of the atfairs of the partioular company with which they are dealing
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and will only notice the particular evils of tho particular concerns they
may be winding up. It will also be well to bear in mind that a thorough
investigation of the failures does not mean the ascortainment of the prineipal
heads of mismanagement which might perhaps be revealed in the course of
liquidation proceedings. Even if the two wero identical, it is a question how
far the Court dealing with these apglicatious for liquidation has jurisdiction
to go into all the essentinl details, and, assuming for argument’s sake that it
has, how far it will care to exercise that jurisdiction.

“ The provisions of the Indian law relating to liquidation, compulsory or
voluntary, invest the Cowrt with powers sufficient to enable it to collect the
assets of the bankrupt company and to distribute them among the creditors,
Certain powers ancillary to these authorise the Court to determine the nsscts
and settle the list of contribulories. These are largo powers to be sure, and an
cxamination of the financial position of the Company would wndoubtedly fall
within the purview of thelaw. It might also be conceded that a thorough judicial
inquiry into the suspected fraud in the management would be not only a
justifiable buta necessary procedure. But, as can well be scen, an investiga-
tion of the various subterfuges and malpractices by which the depositors and
shareholders have been duped by an unscrupulous and scheming manager is
certainly not within the primary function of the Cowrt. 'T'o illustrate my
meaning, suppose it transpires in the course of liquidation procecdings that the
Manager las systematically misapplied the funds of the Bank and has
successfully cooked the accounts even without the knowledge of the Directors.
Now on this hypothesis an inquiry into the criminality or otherwise of tho
procedure is the utmost that the Court can undertake consistently with the
object of the law. But this is not enough. There is yet another stage in the
investigation absolutely necessary in the publio interest, but nol affecting the
interests of the parties to the proceedings, and that is, a soritiny into the
method of management and the devices adopted to ciroumvent {he law. And
this is exactly the investigation which the Court may often not bc competent to
undertake for the purposes of liquidation, and will he most reluciant to under-
take. It may welY be that certain facts material to the issues involved in this
investigation will come to light either in the course of liquidatio proceedings
or the attendant prosecution ; but that can only be incidentally. From the
nature of the case the faots are not subjected to that critical analysis which
alone lends them weight and ensures their acceptance by the ?ublic. Tho
apprehension of the investigation by a commission overlapping the
judicial investigation by the liquidating Court is thus without a founda-
tion in fact. The lines of the.two investigations are different. In this
view of the matter, the investigation recommended in the resolution is
not, and cannot be, superfluous. Nor is it premature, for practically the same
reasons. Had this investigation depended for itssuccess upon tho results of the
liquidation proceedings, the oontention would have had a semblance of
validity ; but in the light of the contention that the scope of tho inquiry now
recommended is altogether different, even that semblance disappears. ere is
nothing in the liquidation proceedings to make a thorough investigation by a
commission injudicious, either absolutely or in point of time.

“ Besides, how long is this investigation to be delayed P Liquidation pro-
ceedings are always slow, and it is no fault of cither the liquidator or the Court if
their termination is a question of months, nay of years. Isit wise for Gov-
ernment to allow things to drift for a long while yet without any attempt on
their part to check afuse and fraudulent management by legislative or execu-
tive control ? Few will answer this in the affirmative.

“ Moreover, the liquidation proceedings are not in their initial stn%e, and it
is extremely doubtful if any new facts relevant to them as also to the larger
investigation that must precede legislation are likely to be revealed at a later
period. According to the principle cnunciated by the critics, therefore, the
time has come for investigation by a commission preparatory ta legislation.
No useful purpose can be served by delaying the inquiry.

* As regards the Government inquiries, it may be ar‘glued that they arc
sufficient to elicit all the facts; but [ venture to suggest that in the majority
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of cases, they will be answered by persons with no special knowledge or
interest in the particular class of subjeot -with which I am dealing. In
8o far as they may Le from well-informed sources, they will be largely tinged
by the particular interest of those concerns, and will not replace tgit sifting
investigation in a judicial spirit which may be expeoted from the careful
investigation of experts sitting together and devoting their energies to one
pnrtimﬁar end. The course I advooate is one whicﬁ is well supported b

precedent in many countries. After the disastrous failures of 1857 in England,
and on many other occasions, Select Committees of the House of Commons
have been appointed to cousider the causes of financial disaster. A similar
courso was, 1 believe, followed in Germany after commercial disastersin the year
1891, which led fo the Deposit Law of 1896. I will quote one other example.
The wide-spread failures in the United States in 1907, which culminated in
several restrictive measures in the New Youk legislature in 1908, wore, I believe,
minutely examingd as a neoegsary preliminary to legislation. It may be sug-
gested Lgai. an inquiry of the nature contemplated might shake public oredit to
a dangerous extent. I myself take '‘an exactly opposite view. Look to the
present depression in cotton trade and the falling off of prices. There is likely

" to be also a continuous run for deposits on well-man banks. All this means

that this money will be lost éventually to trade and industries. It appears to
me that if no Investigation is made 't{e public mind will be left in a disturbed
condition which Will be most; unfavourable to commercial development, and that
Government will hardly be doing as much as we expect it to do to* foster our
growing trades anfl industrics, if they fail to come forward and extend a guiding
hand when eventslhave shown that oneis needed. To enable them todoso in the
most effective manner and to frame well-considered measuves, information, which,
1 venture to think, can be obtained in no other way, should be collected iu
the manner which' I have suggested. There is a further practical consideration
which will appeal to Government in a very direot manner. The oredit
of a country is & thatter of sich importance that no Government can fail to
Esy great attentioh to preserye fit’umaired. Any serious disturbance of its
ra.nqmmg:tnusﬁm a'matter of intimhte concern to Government, and, indeed,
I believe - hag been recognised :by the faot that the Government have

- themselves stated, as Your Excellency was pleased to declare in your sympathetic

speech at Madras, that they are prepared to make timely advances .in suitable
cases to stave off ‘financial orisis. - Before, however, you can give help in a
disease, you must know its -causes. ' To administer assistance in ignorance of
the causes of the complaint may oftentimes do more harm than good, and
here again, therefore, I find a strong argument in support of my contention
that the matter should be investigated. I will not conceal from the Council
that if my resolution is accepted and given effect to, as I hope it will be, I
anticipate that it too will bear fruit :in legislation. Indeed, I look forward
to seeing the aotivity in banking business diverted into safe channels. I
shall doubtless be told. that in . England no effective State control of banks
of ‘deposit, as distinguished from banks of issue, has been found necessary,
and that as we .very largelg ‘borrow from English law for our measures in
this country, we should not depart from that principle. But I should like to !
draw the attention of the Council to'the fact that the pressure of dpnblic opi- !
nion in England has itself seoured the control which may be found necessary
to impose by statutory provision in this country. In the earlier part of the
last century, a very large number, and indeed the bulk of existing banks
in England were small private concerns owned by a few persons who dealt
with their neighbours, and the relationship between the Banker and customer
was almost entirely personal. The pressure of public opinion has almost
abolished the private bank in England and there are in its place large corpor-
ations subject to the control of :the Companies Act, who alone can command
the confidence of the public. I donot desire, nor do I think any one who has
the good of India at heart would desire, that our experiments in commercial
development should be attended by avoidable disasters. And yet if we trust to
natural development it is only by the experience of such disasters that we can
learn wisdom. Moreover, conditions in India are such that informed publ.ic
opinion in these matters is a germ of very slow growth and our period of
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pupilage will be long and our experience bitter. Iam one of those who
think that there is much to be gained by the experience of others, so long as
that cxperience is checked by local knowledge and careful investigation.
All the dependencies of the Crown have not adopted the English principle of
non-interfercuce, and indeed in Canada there isa long and comprehensive
Statute which deals with the subject. I am not sufficiently versed in the
matter to say whether any of thosc provisions will be suitable in this country.
But T am convinced that it is most desirable that materinl should be collected
on which an intelligent opinicm can be formed of what, if any, methods of
control are desirable in this country; aud it is with this object that I am
moving my present resolution.

“ My Lord, capital is proverbiully shy in India. The theory of hoardod
wealth has the support of a large body of cxperts. But  hoarded wealth’ or
‘no hoarded wealth’ the fact cannot be gainsaid that the holdings of the
people, whatever the total, are mostly locked up and do not find remunerative
employment. Liquid capital has been the great want. The ligh bank rate
with an annual average reaching at times 8:29 por cent as in Caleutta in 1898,
and a normal annual average of a trifle over b per cent for all India has
cramped commercial and industrial activ ity. Tho fact is deplored by all, official
and non-official, and it has been the earnest ondeavour of Government to induce
the people to invest their money profitably and to secure an increase in the
amount of loauvable capital. After years of stagnation Indian enterprise has
revived and,Indian capital has found its way into normnal channels through .
the banks. Private deposits in all the banks—Presidency, Exchange and,
Joint Stock—have increased enormously of late. The deposits of exchange
banks secured in India advanced from 7563 lakhs of rupees in 1890 to 1,030
lakhs in 1895 and 2,816 lakhs in 1911, In 21 years they nearly quadrupled,
and the progress was throughout steady. I do not refer to the development of
¢ other deposits’ of the Presidency Banks from 025 lakls in 1886 to 1,412
lakhs in 1891, to 8,419 lakhs in 1011 and to 8,678 lakhsin 1912, as a consider-
able proportion of these deposits must belon% to Munioipalities, trusts and
like public bodies. The history of the Joint Stock Banks reveals the same
satisfactory advance in the volume of deposits. It isa brighter picture. In
1911 the deposits amounted to 2,620 lakhs as against 807 lakhs of 1900, 565
lakhs of 1895 and 270 lakhs of 1890 ; or an increasc of over 950 per cent in
the same period of 21 years, and this esclusive of the large deposits held by
the Indian Specie Bank of Bombay, for which the figuresare not available.
The outlook in 1011 was cheering indeed, but to my mind not free from anxiety.
I have, however, always felt the need for close official control, which I have
already alluded to. And our recent experience has amply justified the appeal I
made in 1911. The only sense of surprise is the crash has not come before. But
now that the crash has involved large number of people in ruin, Government
cannot continue apathetic any longer. The absence of strict official control over
the affairs of these Banks must be deplored by the staunchest supporters of
Swadeshi. The worst has undoubtedly happened ; but let us not waste our energy
in vain regrets, let us be wise soon after the event, let us profit by the lesson wo
have learnt and adopt preventive measures against n future recurrence of the
evil. We must recognise that an evil exists and also the absence of effective
measures to control it. What those measures should beis a matter for determina-
tion. And this is a sphere of action in which the labours of an expert Cow-
mittce will be found more productive than individual cfforts.

. “I submit, My Lord, for the reasons I have given, that I have cstablished:
my case and look forward with sauguine expectation to a favourable reply on
behalf of Government.”

The Hon'ble Sardar Daljit Singh :—* My Lord, the Resolu-
tion which my hon’ble colleague Bir Gangadhar Chitnavis has moved so
ably to-day cannot but have the support of all well-wishers of the country,
and there is hardly any doubt that the motive underlying it will be as well
appreciated by this Council, as it is swe to be by the people at large. It is
needless for e to say that it expresses a general desire now provalent in this
country for a searching inquiry into the present financial and commercial situa-
tion caused by the failure of so many banks and also for the suggestion of a
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remedy which would render recurrence of such a misfortune, if not an unlikely

thing, at any rate a remote possibility.

“T believe, Bir, that the Government is awaro that the failurc of the banks
in India has entailed great misory and distress on the poor and the rich alike ;
but the former,have, within my own observation, suffercd, as is only too
natural, in a most cruel manner; and I think it is incumbent on the well-
wishers of the country to urge Government to adopt such measures whioch
would in future obviate a similar disaster.

* “The situation affords a great object lesson and illustrates, in a most
convineing manuer, how such unfortunate incidents can upset the trade of the
country, and how widespread its operations are ; oven as regards foreign coun-
tries. It is indeed an irony of fate that no sooner the people of this country
began to feel coxiﬁdence in modern methods of circulating money than this
bolt descends on them with such violence that it at once destroys their faith
and puts a_check (let me hope a temporary one) on their enterprising spirit.
Another cffect, wi'hich I am:afraid will be worse than this, will be, that some
.people who werq great unbélievers in the soundness of the banking system will
now trinmphantly declare Yhat after all their own wisdom of burying money
underground hag been born? out by the verdiot of time and experience.

“ Sir, I feelj that any ¢conomio disturbance, under the circumstances,asa
result of speculative modern trade methods is likely to do great harm and
put the clock back for many years of economic progress of the country. It

_applies with peotliar force to India, where such occurrences have generally
produced unrest and vague discontent. In the interests of this country,
therefore, I support this Resolution.”

The Hon’ble Rai Sri Ram Bahadur said :—“8ir, I also sup-
:port the Resolution moved by my friend the Hon’ble Bir Gangadhar Chitnavis.
This Resolution] asks for {the a.Epointment of a Committee to inquire into
jthe causes of ithe ‘Tecen Ban fpllurea and to suﬁt what measures
gshould‘ be taken toj te and ¢ontrol Banks and king ' business in
‘India.: The recent Bdnk fajlures which have brought such a %igantio crisis
.in the banking: business of India /and caused depreciation® of the general
_credit of the countryiare too well known. It is not only that the general
‘credit of the country'has béen affected by these failures, but they have brought
misery to a considerable number of persons who, placing faith on the promoters
'and managers of certain banking institutions, invested a large amount by pur-
i chasing aﬁ.res and 'da&ositing their savings for the sake of alluring rates of
‘interest which these banks offered to pay. ese failures have ruined numer-
‘ous families, and have deprived a large nwmber of helpless widows and orphans
-tolfl thobscalr‘xty means of subsistence which they used to get from the deposits in

those banks.

: . “For some time past, the number of banking institutions has been increas-
.ing very rapidly. In the last year the number of banking and loan companies
;registered under the, Indian ;Companies Act had reached to 451, and they
ymanaged to create such confidence in the public that there was a very rapid
increass in the amount of deposits.. These deposits had reached from 12 to 25
‘crores of rupees between the years 1908 to 1911. The dangers to which the
public was exposed by the growth of these banking institutions and their
questionable methods of working were foreseen by the Government of India,
‘a8 these institutions carried on business without getting the amount of shares
.+ paid up, kept no reserve fund at all, or in name only, ‘fublished no balance
-sheets or, if they published any, they were not reliable, and took deposits without
. any regard to the amount of their paid-up Capital or their reserve fund. In
: August of the last year the Government of India invited the opinions of the
, Local Governments on the advisability of providing legislation to check and
- regulate the irregularities of these banking concerns and provide proper safe-
* guards for the protection of depositors and shareholders. .
“A mnote of alarm was sounded from a foreign quarter also: the FEconomist
of London, a commercial newspaper of note, injits issue of the 18th September

R R R
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1913, wrote as follows on the form and organization of the general banking
system of India:—

It is! sufficient here to recall that during the last decade deposits have been increasing
at & very rapid rate withount anything like a corresponding increas: in reserves. There has
also been a great increase in recent years of concerns which have no strong financial standing,
but carry on the business of banking. The dangers of the present situution in both these
respects call for a definite policy of regulation whioh, while avoiding hampering restrictions,
will eave the hanking system and the name of ‘bank’ from the discredit which is brought on
it by worthless and irresponsible concerns.

“But before any action could be taken by the Government, the crash came ;
and a number of banking institutions and other concerns connected with them
closed their doors.

“ In order to restore public confidence and encourage the public to invest
their money in banking institutions, it is a matter of the highest importance
that legislation, providing sufficient safeguards and at the same time not
pPlacing unneoessary restrictions, should be undertaken by the Government.
But before doing so, a Committee to inquire into the causes of the recent fail-
ures and to suggest measures desirable to regulate and control banks and
banking business should be appointed.

“ Withthese remarks I support the Resolution.”

The Hon’ble Raja Kushal Pal Singh said:—“8ir, I beg to
associate myself with the Hon'ble Mover in the request made by him for the
appointments of a committee to inquire into the recent bank failures, and to
suggest the points that need legislation aiming at the protection of the interesta
of the investing public. The constitution and the personnel of the committee
as proposed by him will command the approval and confidence of the public.
There is mo doubt that the recent failures of Indian Banks will have a very
disastrous effect upon Indian industries. Industries cannot be established, nor
commeroce be made flourishing, without the support of banks; and the collapse
of Indian Banks must prove a deterrent to the development of the resources of
the country by Indian enterprise. The natural result of such recurring failures )
is that people are losing faith in banks. These failures have been the ruin
of vast numbers of simple, unsuspecting depositors and shareholders who had
invested their hard-earned savings of years in these so-called banks.

“The Hon'ble Mr. Clark, replying to the question put by the Hon'ble
Mover, said : '

TLe Government of India, before the recent bank failures, addressed Local Governments
and Adminietrations inviting their opinion and that of the mercantile community, on certain
- pro s for legislation on the subject of management of banks. On the receipt of their
replies, the question whether legislation in regard to the matter should be undertaken -will be
decided. In arriving at any decision the Government of India will consider very carefully
the causes of the recent bank failures on whioch much light will, no doubt, be thrown in the
course of liquidation proceedings. The Government of India have not yet decided whether a
special inquiry into these causes will be necessary but the possibility that special inquiry
might lly be undertaken nt some suitable stage has already been under consideration
and will not be overlooked.

“The speech made by His Excellency the Viceroy at Madras on recent
bank failures was of a very sympathetic character. These pronouncements lead
us to hope that the Government will see their way to accepting the Resolution."

The Hon'ble Maharaja Manindra Chandra Nandi of
Kasimbazar :—* 8ir, in supporting this Resolution, I feel that it is our
first duty to express our grateful acknowledgments to the Government for
their sgm thetic and helpful attitude during the financial crisis due to the
recent ant“failurea in the Punjab and the Bombay Presidency. There can
be no question that public credit has received a severe shock by the almost
simultaneous failure of several banks, and the panic has not yet abated. This
disaster is doubly unfortunate, inasmuch as capital is notoriously shy in India;
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and, after this bitter experience, it will be long before confidence is restored
and Indian capital can be coaxed once more to flow into the channels of
indigenous industries and local enterprise. It is not unlikely that these whole-
sale failures of Indian banks may lead to legislution to exercise better control
over banking in this country, but that is & matter which does not arise out of
the Resnlution now before the Council. Nor are we at present concerned with
the disoclosures which may be made in the course of the inquiry which is
being made b{) competent courts of justice. It seems tolerably certain,
however, that banking has been overdone in this country in recent years and,
in several instances, the managers and directors of banks had no practical or
previous kno_wledge of the business of banking. Apart, therefore, from any
aotion that mayibe taken :by the Government and the inquiry in the law
courts, the proposal made by the Hon’ble 8ir Gangadhar Chitnavis has a great
deal to reoommenc} it, and I commend it to the acceptance of the Government.”

The Hon'ble Maharaja Ranajit Sinha of Nashipur—8ir,
my hon’ble friend' Sir Gangadhar Ohitnavis does not demand any immediate

- aotion from the Govarnman!:, nor does he ask that the Government should

legislate on the matter at once. His prayer is that a Committee be a]é{:ointed
to inquire into the causes of the failures of the Banks and to take such eteps
as may be desirable to control banks and banking business in the country in
future. I think the Resolution is a very modest one and should be accupted.
The recent failure of banks. has caused great disaster in the country. 'b«?a.ny
ns have been ruined, and it is necessary that some steps should be taken
y the Government to check and control those Banks and to audit their ac-
counts. However, before anything definite is undertaken, I think it is necessary
that a Committee should be appointed to inquire into these matters.
“With these few observations, S8ir, I beg to support the Resolution just
moved by my Hon’ble friend 8ir Gangadhar. ”’

. The Hon'ble Raja Saiyid Abu Jafar of Pirgu.r—“ 8ir,
the year 1918 has been'in a gense & Very remarkable year. Perhaps it has
been the most remarkable :an?di_gmtroﬁs year, during the last half a century
or so, for the commerce and ihdu._strﬂ and the economic prosperity of the middle-
class Indians. Thousands of families: have been either totally ruined or their
circumstances have become reduced all at once. Numerous banks have failed.
These concerns were mostly :in Bombay and the Punjab ; but the chief Punjab
banking conoerns had numerous branches in the United Provinces and some
in other parts of the country also.

“The failure of these banks, whether it was due to preventible or non-

: preventible causes, whether it was excusable or unpardonable, is a question of

the first magnitude. In any other country it would have become the most
vehement topio of discussion in the legislature. Though the economic and the
industrial sense in our public mén is not so keen, yet this blow has not been an
ordinary one ; so it is our duty to urge upon the Government the necessity of
thoroughly investigating into the causes of these failures. I trust the Govern-
ment wow.id.. be pleased; to accept this Resolution and the committee that is ;
appointed would consist of official and non-official experts or men of experi-
ence. I hope its report would not only point out where the chief defects lay,
so that it may be a warning and a beacon to investors and depositors, as well
as to the directors; but, if the committee finds some legislation necessary, the
Government may introduce the measures requisite to protect the poor investor

. or depositor from losing his all.

» “Personally I do not think that the committee need enter into very
elaborate discussions and lengthy evidence which may occupy years. Ita
practical business-like membera should be able soon to touch the weak points
of these banking undertakings. The inquiry need not be confined to the
Punjab and Bombay, but to gigantic failures that have taken place of
late of some banks in Burma.

“ 'With these remarks, I have great leure in supporting this Resolution
of the Hon'ble Sir Gangadhar Chitnavis.”
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The Hon'ble Sir Fazulbhoy Currimbhoy said :—“ 8ir, I
have listened with deep interest to the careful spcech of my friend the Hon'ble
Bir Gangadhar Chitnavis and to the spceches of the other “speakers. The
views of Sir Gangadhar Chitnavis are always entitlod to our respectful
consideration. He has put the case for the appointment of a Commission
far]mps as high as it can bs, but I regret to oconfess I remain inconvinced.

stick to the view that a commission of inquiry will be a costly machinery
for the.ascertainment of facts which by this time are fairly well known in
India, if not abroad. The liquidation proceedings have exposed the whole
inner situation. A Commission cannot throw fresh light. The Hon’ble
Mover urges that the particular methods followed by the Managing Directors
or Agents of these bankrupt banks to hoodwink the public have to be as-
certained for our future protection, and hence a commission of inquiry is
necessary. But cuibono? It isa matter of common knowledge now that
the transactions of some of these banks amounted to gross fraud. It is all a
miserable tale of fraud and gamble. And no amount of legislation can cope
with the malicious ingenuity of swindlers. The only law required for tEe
suppression of fraud and swindling is an effective eriminal law, but that we
have already. Nobody wants to add to it; neither has it been found defi-
cient. If it has not prevented swindling by unscrupulous bank managers,
the defeot lies not in the Btatute but in human nature. If laws always
proved deterrent in effect, tho work of the administrator would be easy
enough. Put we have not got to that stage of human development as
yet. The suggestion of fresh effective logislation is thus one that
does not need elaborate investigation. The lines of the requisite legisla-
tion, besides, have been ascertained, and the various replies to the
Government letter on the subject have made the position clear Gov-
ernment can legitimately assume control only in the matter of periodical
audit of banking accounts. That is the consensus of opinion. The Hon'ble
Mover disposes of these replies somewhat cavalierly as embodying the unin-
formed opinion of people without special knowledge. It will perhaps help a
better understanding of the situation if Hon’ble Members are reminded that
the bulk of them at least emanated from commercial and financial bodies
whose representatives are sure to be associated with any mixed commission
Government might be disposed to appoint. The Hon’ble Sir Gangadhar ’
Chitnavis has himself admitted that in England the banks of deposit, such as
all Indian banks are, as distinguished from banks of issue, are under little or
no le%;l.: tive control ; but in his opinion the absence of a strong public opinion
in India provides a reason for differential treatment. I heg to remind my
hon'’ble friend that in regard to those concerns the ohief effeotive public
opinion, be it in England or in India, that can influence their transactions
is that of the depositors and shareholders. Other people count for little. The
Pross takes interest, it is true ; but it Jabours under a serious disadvantage.
Oriticisms that might be necessary cannot .always be published without clear
proof, and this is not often forthcoming. It thus happens that the svle con-
trolling forve is that of depositors and sharoholders. It is to the interest of
the depositors and shareholders to check abuse by the manager, and when they
fail, they fail, not because they lack the will and the power, but because they
lack knowledge of the real state of affairs. No legislative interference, except
by providing for periodical audit by Government officinls of accounts, can
help in the dissemination of this knowledge. In view of these facts investiga-
tion by a commission into the possibilities of additional legislation is clearly

purposelese.

“The fact of the matter is, as in the West, the depositors are the
masters of the situation, anl they may be left to exercise the moet effective
control upon banks by withdrawing their money whenever anything gocs wrong.
As a matter of fact, t{:e recent bank smashes were hastered by, if not largely
due to, a sudden run upon them by the depositors. No control is more effective
than this. Bome difficulty might possibly arise in the case of fixed deposits,
but the period is generally short, and the universal practice among bankers is
to pay up the money on demand, even during the period, in consideration of
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a small discount. During the late crisis this practioe was followed by some of
the banks now in liquidation. Moreover, after all these failures, depositors will
be more cautious, and the Banks that want to do business and thrive will find
it to their interest to attract deposits by fair dealing. It is a mistake to
suppose that the failures have scared away the depositors and have made
legitimate banking unusually difficult. A mumber of joint stock banks, Indian-
managed and European-managed, are even now doing excellent business.

“ The Bank of India, the Bank of Upper India, the Allahabad Bank, and
many others are prosperous concerns. There will not be a serious set-back,
and a few years will be sufficient to restore public confidence. The failure of
concerns like the Credit Bank and the Indian Specie Bank will have as little
effect upon our financial operations as the failures of Messrs. Arbuthnot
and Company: and the Bank of Burma. Banks fail in the West too,
but banking goes on as usual. Here too, deposits have revived. Receipts,
generally speaking, are expanding within this short time, and many & banking
concern has had to refuse deposits. The truth is, the ideas of the people have
changed ; the days of ¢ hoarding ' are past. Money will therefore flow into
the normal channels of; industrial and commercial activity through the
banks. Restrictive legislation, beyond the provision for periodical audit of
accounts by Government officials, 1s calculated to do more harm than good
to the cause of Indian banking, and if nothing comprehensive in the matter of
legislation is contemplated, there is no case for investigation. Further, the
time is most inappropriate for the inquiry advocated by my friend, and that
for the reasons underlying the Government reply to his recent interpellation
on the subject.. The liquidation is also ndinq and inquiry will be too pre-
mature. I accordingly oppose the Resolution.”

The Hon'ble Mr. Abbott :—* Sir, I am happy to be able to support
this Resolution of my Hon'ble friend ; the people of India deserve this
consideration at the hands of Government.”

{

The Hon'ble Sir Ibrahim Rahimtoola :—*“Bir, it was to be
expected that thesubject of recent bank failuresshould be brought before this
Oouncil for discussion in! order that some ways may be found to protect
the depositing ‘public in :the future. Whether the means advocated by the
Hon'ble Mover are acceptable to Government or whether the appointment of a
Commission is at present premature, is the question we have got to deal with

¢ It is natural that we should run to our Government and ask them to
protect us in such a contingency, without in the first place trying to investigate
the causes that have led to these catastrophes. The previous speeches seemed to
suggest that bank failures were an unusual occurrence. Such is certainly not the
case. Every civilised country has had to pass through this experience, and
where oredit at any time assumes irresponsibility, it is natural that these smashes
should come and open the eyes of Eeople investing in different kinds of banking
concerns. It appears to me that the main reasons which have led to recent
failures are quite obvious, and certain remedial measures are called for. It is

: .Fﬁootly true that . you cannot make a people either moral or honest by
egi

slation. At the same time there are certain cbvious points which need
legislative proteotion. But the real remedy to my mind, lies in the hands of
the people themselves. The whole question is a question of the care that is
bestowed by depositors in investing their money in different institutions. I
would divide banking institutions in India into three categories. There are
firstly, the Presidenoy bank, secondly, the Exchange and other old established
banks, and thirdly, there are the new Siwcadeshi banks distributed all over
the country which are started with comparatively small capital. The smaller
Indian banks have got to face strong competition with the Presidency banks,

. .and with old established banksin the matter of their borrowings. It is
~ an admitted fact that the rate of interest that a bank has got to pay

for its borrowings is regulated by the standard of security it is able
to offer. Swadeshi Banks cannot expect to borrow at the same rates as
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are offered by the older banks and the Presidency banks. If the newer
Indian banks have to pay higher rates of intorest for the momies that
they must borrow in order to beable to lend, they must charge a higher
rate of interest for their lendings; otherwise banking business cannot be
profitably carried on. In order to obtain such higher rates, they must lend
money on securities which are not considered sufficiently good by the older
banks, unless the standard of security is lower, tho borrowers would not pay
higher rates of interest which must be obtained by these Indian banks in order to
secure profitable balance-sheets. To be obliged to pay higher rates for borrow-
ings and to obtain correspondingly higher rates on lendings is not an easy position
forany bank. The question, therefore, is a very wide one, and a great deal depends
upon the manner in which the depositors diseriminate between the security that
the different banks in India offcr for their investments, I am one of those who
feel that every encouragement should be given to Indian bauking institutions,
in order that they may thrive, because they serve a very useful purpose in
providing funds for those industrial enterprises which are not regarded as first
class by the leading banks: it is again a question of extending the fostering
care of the State during the period of infancy which they must pass before
getting well-established. But, Sir, the reasons which led to recent baunk failures
are perfectly well-known, and it has been rightly said that the prinoipal cause
is their involving in speculation. The remedies to my mind are piainly obvious.
As I have alreu.c?y pointed out there are two things necessary ; (1) State assist-
ance and (2) greater education in financial matters amongst the depositors.
Dealing tvith the first point, I think that the Btate would coufer a great benefit
upon the public, as well as upon the new banking institutions, if they were to
lay down by legislation that no bank shall be permitted to make advances upon
its own shares. The way in which the subsoribed and the paid-up capital was
made up in these institutions is now well-known, and I tﬁ?nk it is very neoccs-
sary that the Btate should prohibit the lending of money by these banks
on their own shares. That is the first thing which is necessary. The second
thing which is .of even greater importance is to prohibit transactions in
shares and even in Government paper for far forward delivery. It is the
system of forward contracts in share script and in Government paper
which encourages extensive speculation ; and it is such speculation which
ultimately ruins banking inpstitutions. They find that they could not cary
on business in competition with the older i)rnuks successfully, and show a
profitable result, and they are therefore obliged to advance monies on less
stable shares and other similar securities. In Bombay, forward transactions
take place for every monthly delivery, and each month these transactions are
transferred to the next and succeeding months. In very few cases delivery is
aotually taken on the due date of the first contract. If the COontract Act was
amended and it was laid down that all contracts for share script and Govern-
ment paper would be regarded as wagering contracts, and shall not be enforce-
able, unless within a week or a fortnight the transfer form was signed by the
buyer, it would go a great way to restrict speculation At present blank transfers
are handed in and they are kept for months without being signed by the
buyers. This practice easily lends itself to continued speculation

“If it was laid down by law that the buyer shall disclose his name by
signing the transfer form say within a week or a fortnight, or even a month,
I do not mind which period is acceptable to Governmeut, the present praotice
of forward sales and carrying such sales further forward from month to month
would be put a stop to, and business would be confined to bond fide investors.
This is another direction in which the State can reduce tho scope of speculative
tendency and help to seoure the stability of banking institutions.

“1 have heard it suggested that Government should lay down that no
person or association shall be authorised to use the name of the word
“bank * unless the minimum paid-up capita! was fixed at a sufficiently high
figure. I do not think that this course would be acceptable to many of
those who desire to see Indian banking institutions incrense. There is another
way of dealing with the point, and it is that the State should provide by
legislation that no one shall be allowed to use the word ‘Bank’ and do
banking business unless at least half the subscribed capital is paid up. I have
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tried to show only a few of the directions in which State help would be of
material assistance. I'he difficulty really lies in the fact that the Presidency and
older banks are able to borrow at cheaper rates and.can therefore lend at
lower rate of interest. If Indian banking institutions are obliged to borrow
at higher rates, they must necessarily charge higher rates for lending. There
is however ample scope for profitable banking business in spite of this draw-
back, if sufficient experience is available and adequate care is exerciscd by the
management.

“T venture to submit that a great deal must necessarily depend upon
the manner in which the depositors and shareholders exercise their indi-
vidual judgment:in choosing the institutions in which they will buy shares and
deposit money. ,In India there is a large number of strong banks and if the
depositors are satisfied with a smaller rate of interest for their investments
the question of being ruined by these new banks would not arisoe. The ques-
tion as I have pointed out is a complicated one, and requires very careful hand-
ling. Whether the liquidation proceedings that are now pending will disclose
-something more than is already known by the public or whether & commission
such as my Hon’ble friend advocates if appointed would bring forward
any new reasons or suggestions is a matter on which I do not wish to
express any opinion at present. If Government are willing to appoint
such a commission in order to secure an authoritative recommendation
before taking aoction, I have no objection (o that ocourse being adopted,
.but my own opinion is that it is a bit premature to appoint a commission at
_present. Liquidation proceedings are now pending and the whole question
in connection with these failures is now being investigated by the courts of
law. The question therefore is subd judice, and it wo I think, be well to
wait till the findings of the courts are known before any action is taken.

. “There is only one further remark which I should like to make in con-
iclusion, and it is' that I trust that the Government of India will regard with
ifavour the attempts;the non-official members are making in approachin,
rthem for assistance in‘the matter of ithe economic and industrial progress
iIndia.: In this: ponnection' much depends upon facilities for credit and for
sobtaining advances for industrial and trade purposes. I think that the best
:course to be followed : by this;Council is to ask the Government of India to
‘appoint a commission'dealing with the whole question of the economic and
{industrial advancement of India. If the Government of India would be
iﬁciously pleased to accede td such a request, they would be conferring a
:Insting benefit upon this country.” _

The Hon’ble Rai Sita Nath Ray Bahadur :—Bir, if only u
‘yéar before a Resolution like the one before us had been moved I would have
‘opposed it and not only opposed but characterised it asan attempt to stifle sioa-
«deshs enterprises. But since then failures and collapses of swadeshi banks have
followed in such quick succession and in such a bewildering manner, that they
‘are sufficiont to stupefy the hardest optimist and to break the stoutest swadeshs
‘heart. With reference to the Resolution in question, I can only say
this much that I admit that it is desirable that legislation should be undertaken
‘which would allow some control being exercised by Government over all sorts of
banks ; not only Indian banks but all classes of banks, and there should be
official auditing of those banks every year as sr.gﬁested. A further sug-
gestion that I would make is that every bank should be required to publish,
weekly or monthly returns of their accounts that would go to show (o the
public the actual state of the bank, and they would be in a position to judge
whether they should deposit their money there or not. In my opinion it
.would be premature to ask the Government to take immediate measures for the

appointment of a commission. It may, as some of my Hon'ble friends have
observed, create a panic and there may be a rush of depositors upon some of the
existing banks. Tor all theso ‘reasons and more especially in view of the
liquidation proceedings now going on which will go to disclose the true
state of affairs of these banks, I think it would be premature, and no useful
- purpose would be served by the appointment of a commission, and I do not
think it “would be wise to do so.”

ek e e
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The Hon’ble Mr. V. R. Pandit :— Sir, I wish to offer just a
few observations in answer to the criticisms which have been levelled at the
Resolution moved by my Hon’ble friend. Hon'ble Members who have spoken
in support of it have from various points of view urged the desirability of such
a courso as has been suggested by the Hon'ble Sir Gangadhar Rao Chitnavis
Objection has been taken to the course on the ground that such a machinery
would be very costly and would not throw any light which is not already beforo
the world ; that the causes of these recent bank failures which have produced
widespread misery in various parts of this country, especially to the poorer people
who, confiding in these concerns, deposited their savings with them, that the causes
are too well-known to everybody and that therofore no useful purpose will
be served by such a committee. So far asthe gencral public knows at present,

- there may be ocases where there have boen fraundulent or reckless dealings, but
with regard to these failures all over the couutry, one might say, because the
failures in the Punjab, Bombay and Sind have not affected only those pavti-
cular provinces but have also affected other parts of the country where people
have invested or dealt with thesn Dbanks, these failures could not all be
attributed to such fraudulent motives or conduct or in every case to mere
reckless speculation. When we have so many failures it is necersary to know
what it is that has been principally contributory to them, and an inquiry such
as is proposed by the Hon'ble Mover would be most helpful in knowing what
are the essential conditions under which banking oan be carried on without
unnecessary risks to depositors and shareholders.

“The next objection which has been taken is-that liquidation proceeding
are pending with regard to most of these banks and in the course of these pro-
ceedings everything that is required to be unearthed will be disclosed. But
the scope of liquidation proceedings, everyone must remember, is confined to
the collection of the assets of tha company the discharge of the liabilities and
the distribution of the available balance among shareholders. In the course of
the collection of the assets or the disoharge of tie liabilities inquiries with a view
to proving the personal liability of certain shareholders or directors could be made;
but it does not follow that the liquidator or the court dealing with liquidation
proceedings would go into all the matters relatinﬁ to a Bau-l‘iin%aCompany in
order to find out what really has been amiss with rrgard to the Bank and what
are the causes which have contributed to these failures. Moreover if we are
to wait for the termination of these liguidation proceedings before we proceed
vpon any inquiry into this matter of such grave concern to the public at large,
judging from the experience that we have of liquidation proceedings, we 3

am afraid, have to wait for many long years Liquidation of a company is not
an epsy business, and even within the scope of the liquidator's work the details
requiring settlement areso numerous that it must necessarily take many years
before he has wound up the compauny finally and has been able to put in his
final report disclosing, if at all, anything that has gone wrong with the company.
The present, so far from being an inopportune moment, is tho most opportune
moment for undertaking some inquiry of the kind suggested, and for this reason.
At the present time the public has severely felt the shock of these Bank failures,
and the vagaries or speoulations disclosed or suspected have roused in the public
mind a keen desire to find ont what has gone wrong in order that such mis-
takes may not ocour in. After a few years all that feeling will have
disappeared and it will be very difficult to get people to come forward and
state, after a lapse of years, what was wrong with a particular banking com-
ny at any particular time. It does not follow from the proposal which the
on’ble Mover has put before this Council that the State must necessarily take
steps for special 1 tion with regard to banks. We are not prejudging the
question as to banks. One fully realises that it is not altogether a simple
matter to make an inquiry into such a business as that of banking. An
inquiry which would involve the revelation to all and sundry of secrets
which are valued by business men so highly may not be desirable in the
interests of the concerns themselves ; but with due regard to all these considera-
tions, if a committee composed of gentlemen such as are described in the terms
of the Resolution, who wﬁ’ffe able tolook at the questions involved from the
experts standpoint as well as from a fair and judicial standpoint, be appointed
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that committee will certainly be of the greatest use to the Government and to
the country at large by submitting its report and recommendations.

““There is perhaps one more objection which might be raised, and thatis as to
whether a committee such as is proposed could, under law, require the evidence
to be furnished which would enable it to decile upon the questions involved.
It may be urged thatsuch a committee will have no power to require these
concerns to explain and exhibit all that they have been doing. In connection
with liquidation proceedings pending before it, of course, the court has the
power, and this committes, it might be urged, would not have such power.
I may point out that the Government have the power by an Ordinance to arm
such a Committee with powers to require such evidence to be produced, and
that would be the procedure which would have to be employed if the committee
is to be empowered to carry on these inquiries and make specific recom-
mendations. My -Hon'ble friend, Bir Ibrahim Rahimtoola, has made some
suggestions as to the steps that might be taken in order to give the assistance
which is required; from the State, and he has very rightly pointed out that to

.prevent the recurrence of such catsatrophes as have befallen thom, the people

themselves must Ig.lso be vigilant and cautious. I do not wish to deal with
these points because we do not at present wish to commit ourselves to what
the legislation, if jany, shou}d be.. In conclusion, I heartily support the
Resolution which has been moved by my friend on the grounds that I have
explained. " : .:_ .

The Hon'ble Srijut Ghanasyam Barua :—“ 8ir, I rise
to speak just one word in ‘support of the Resolution which the Hon’ble Bir
Gangadhar Chitnavis has movecd. The Resolution that he moves does not want a
report on the circumstances or the facts of the particular failures which are being
inquired into in the law courts, but wants simgly an inquiry into the matter
with a view to report as to what measures are desirable to be taken to regulate
and control banks and banking business in this country, so that the confidence
of the people may/be restored. There is no doubt that banking institutions
ATe Very necessary knr the commercial and industrial development of the coun-

y and the recent, bank failures have {in a way given a set back to the trust
the people in these institutions. How the Government can come to their
rescue and save them from the injury:which these failures have caused is the

' particular aim and object of the Resolution moved by my friend, and in that

view, I beg to subl::nit that I think we cannot but apﬁrmch the Government
a8 our best gfl;rd.ians to find some mieans by which the injury caused by
these bank failures and their evil effects, can be removed. 'I'o remove the evil
effects I think something should be done in the nature of what my Hon’ble
friend has suggested—to appoint .a committee consisting of some Government

. officers and including one or two outside commercial men to particularly gointo

the facts with a view to find out how these failures can be prevented and how
the confidence of the general I[Jm.l:!lic may be restored in these banking institu-
eg to support the Resolution.”

. |'The Hon'ble ;Mr. Clark:—8ir Ihope the Hon'ble Members, |

who. have travelled somewhat .beyond, the terms of the Resolution, will not
think me discourteous if I do - mot s.ttemﬁt to follow them in a discussion
of the opinions they have expressed. The

ve us his views against any special legislation under any conditions, eo
g:r a8 I understood him, and the Hon’ble 8ir Ibrahim Rahimtoola, in a ve
interesting and closely-reasoned s}f)eeoh, gave us certain suggestions whic
he thcmgﬁt might form the basis of banking legislation in the future. These

. views were, I am sure, very interesting to Council, but it would certainly be

premature for me to express any opinion upon them at present, and the
are not entirely relevantpto 't.he,P discussion which has begn initiated to-day{
namely, whether government should or should not appoint a committee of
inquiry now to examine into this whole question.

"~ %71 have listened very attentively to the arguments which have been
adduced by my Hon’ble friend 8Sir Gangadhar Chitnavis and by those Hon’ble
Members who have supported his Resolution in favour of the appointment

on’ble Sir Fazulbhoy Ourrimbhoy
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of a Committee of inquiry, but I think I ou§ht to say at onoce that I do not
find in them sufficiently strong rcasons to modify the views which I expressed
on behalf of Government in reply to a question which my Hou’ble friend
ut on this same subject a few weeks ago. That reply has already been
read to the Council by my Hon'ble friend Raja Kushal Pal Singh, and I
will not inflict it qun the Council again. I will only recall the last sentence of
it. I said then ‘the Government of India have not yet decided whether a
special inquiry into these causes will be necessary; but the possibility that
a special Inquiry might usefully be undertaken at some suitable stage has
already been under consideration and will not be overlooked.’ The attitude
of Government in the matfer remains the same, but perbaps I may explain
it a little more fully to the Council. YWhen our proposals for amending the
COm{mny Law were in circulation wo received suggostions from quarters
entitled to every respect in favour of this question of banking legisla-
tion being taken up then and thore as part of the Companies Bill My
Hon'ble friend 8ir Gangadhar Chitnavis himself, as he has reminded us to-day,
called attention to the same question in Council a couple of years ago.
Even then rumours were beginning to be rife suggesting a situation suffici-
ently serious to demand that Government should make some attempt at regu-
lating banks in the interests of depositors. It seemed to wus, however, that
it was undesirable to take the matter uf) ther as part of the Company legisla-
tion. We thought that it required fuller examination, fuller consultation of
commercial and financial interests, and we also thought there was some objection
to attempting to deal with a specific matter of this kind in the general body
of the Company law. We thought that it would be more suitably dealt with
in the same way as we had already dealt with Life Insurance Companies and
Provident Sooieties by a separate measure. We accordingly addressed Local
Governments and asked them to give us their opinions after consulting com-
mercial interests on the general question whether legislation was necessary, and
if 80 as to what form it sﬁould take; and we laid certain suggestions before them
so that these proposals might come in in a oconcrete form. Those inquiries
have been circulated by Local Governments to the different bodies concerned,
and we expect to get their opinions in ashort time. All that took place before
the present crisis occurred. Then there came this series of failures, which we
must all deplore, and which no one deplores more than Government, and these
failures are now the subject of judicial proceedings. I do not think it is b
any means the case, as has been suggested by some Hon'ble Members (I thin
the Hon’ble Mr. Pandit especially ex ressedv this view) that these judicial pro-
ceedings will not afford a great deal of information on the subject of the nature
and causes of what has happened. Of course they are not primarily instituted
for that purpose ; they are instituted primarily to sece what can be done in the
interests of shareholders and depositors, hut they cannot fail to throw a great
deal of light upon what has occurred. We shall thereforc have before us in
time the result of these proceedings and the experience whioch will be
ined from them, together with the material which we are collecting from

1 Governments.

“ What seems to me to be a fatal objection to the adoption of my Hon’ble
friend 8ir Gangadhar Chitnavis’ proposal is that such an m%uiry as he sug-
gests must inevitably cut across the judicial proceedings which are now in
process of being carried on. I was glad to find that that view received support
from the Hon'’ble Sir Ibrahim Rahimtoola and also from the Hon'ble Sir
Fazulbhoy Currimbhoy, who have special and first-hand knowledge of the matter
in Bombay. It is impossible to have two inquiries, onc a judicial one and
one instituted by the executive running concurrently without risk of their
seriously interfering with one another and without risk of creating a great
deal of friction and difficulty. What Government proposc to do is to take
up the consideration of this question when they have reccived the results
of the judicial proceedings and of the inquiry which they have addressed
to Local Governments. They will then be able to consider whether on such
information as they have obtained they can proceed at once to take aotion,
or whether they should then institute some special form of inquiry.

“Let me assure Hon'ble Members that there is no question of Govern-
ment being apathetic on the subject, as I think the Hon'ble Sir Gangadhar
Chitnavis was inclined to suggest at the end of his speech. We are very
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far from apathy in the matter, as indeed we are on any subject connected
with the economic progress and development of India which the Hon'ble
8ir Ibrahim Rahimtoola pressed so vigorously on our attention. I can
promise Hon’ble ;Members that when a suitable stage is reached this ques-
tion of whether or not a special inquiry is necessary will be very caregully
considered by Goyernment, and in that consideration the views expressed by
Hon'ble Members to-day will most certainly not be overlooked. In the mean-
time I am afraid that I cannot accept tho lution.”

The Hon’ble Sir Gangadhar Chitnavis :—“S8ir, I have the
satisfaction to feel that the debate on the Resolution has justified the motion.
I need not refer here to the remarks of friends who have spoken infavour of
the Resolution, but I must deal with the remarks of my friend the Hon’ble Sir
Fazulbhoy Currimbhoy. I ican well understand that representative of the
most industrially and cmfpmercinll{ advanced Province, the Hon’ble Sir
Fazulbhoy Ourrimbhoy’s experience'about deposits and the banking situation
should be different to ours. T am prepared to accept only in roference to
Bombay his statement that the country will get over the shock in a short
time. The home;of millionaire millowners and merchant prinoes, possibl
recuperation has already set jn in Bombay. But Bombay stands alone in this
respect. Throughout the rest of India indigenous capital has to some extent
been scared awayand it is bound to be scarce for years to come. The succeed-
ingrannual statistics of deposits will prove the justice of my remark. He has

arred to some banks, but every one knows what crisis they hive passed
tlhrough of late. ; i

“ I am glad that the renj;urks of Bir Ibrahim Rahimtoola, though his is
only a half-hearted support, justify my Resolution. He says that a special
training is necessary for the management of these banks. The Oommittee of
inquiry I want, if formed, will go a long way to determine what such training
should be and what other précautions are n for the good and successful
management of such concerns. In reply to the Hon’ble Rai Bita Nath Ray
Bahadur’s remark {that the ajpointment of a committee will create panic and
distrust,'T need only sdy that'I ligld ‘il my hands letters from some Directors
of well-managed European and Indian*banks who think that mLspropoaal is

) ge I \ is procedure

ar to ensure the stabi]ity * of well-managed banks and to restore public

oonfidence. My friend the Hon'ble Mr. Pandit, I am glad, has replied to the
other points raised, and has relieyed me of that duty.

. “No doubt, opinion may be divided about the utility and desirability of
a thoro:fh investigation into the causes of the bank failures by a joint body
of official and ron-official experts, but it is equally unquestionable that a
strong feeling exists in the country in favour of such investigation. In view

 of that feeling it would have been wrong on our part not to press this matter
in this Oouncil. The measure of support that Hon'ble Members have accorded
to the Resolution shows clearly:that, however, inexpedient & commission at '

this stage might appear to-Government, it is demanded by a large section

of the public whose wishes are entitled to sympathetic consideration. The

¥ Government decision will ‘naturally -cause some amount of public dimtgpoint-

: ment. While I freely admit that cautiousness in this matter on the part
of Government is not altogether groundless, ther reasons advanced for their

. present attitude of nmon possumus appear to me far from convincing. An
. exaggerated idea of the scope and purpose of the pending liquidation proceed-
: ings seems to have overshadowed all other considerations, and the material

int has been missed that liquidation courts, however competent from their
intimate knowledge of some of the facts, are obviously unable to suggest a
constructive scheme of protective legislation such as the bulk of us want.

“ 8ir, my main object in bringing forward this Resolution was to make it
‘clear that the reply given by the Hon'ble Mr. Olark to my question on the
subject had not given satisfaction to the public. But as I find Government
are still determined to wait, and as the appointment of a Committee is onl
& question of time, as stated by the Hon'ble Mr. Clark in his reply, I thin{
it will not be wise on my part to press this Resolution.”

The Resolution was, by permission, withdrawn.
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RESOLUTION FOR LEVYING LOCAL RATES AND
CESSES ON PERSONS IN RURAL AREAS WHO
ARE NOT AGRICULTURISTS.

The Hon'ble Rai Sri Ram Bahadur:—*8ir, I beg to move
the Resolution which runs in these words :—

That this Council recommends to the Governor General in Council that the Government
of the United Provinces of Agra and Oudh and of such other provinces as the Government
of India may consider proper be invited to express their opinion on the advisability of
oxtending the principle of levying a portion of the local rates and cesses on persons residing
in rural areas who are not agriculturists but carry on other professions or trades.

“ The inhabitants of rural areas may genorally be classified into (1) land-
holders, (2) agriculturists, (8) money-lenders, dealers in grain, shop-keepers and
tradesmen, and (4) artizans and labourers.

“In the United Provinces of Agra and Oudh tho whole burden of paying
rates and cesses has always fallen on the first two classes, ¢.e., on the people
conneoted with land. The agriculturists pay ront to the landholders and the
latter pay to the Government, along with their instalments of Land Revenue,
certain percentage out of those rents in the shape of rates and cesses. These
rates and cesses, combined with some local incomes and supplemented by con-
tributions from the &:rorincial funds, constitute, for each district, what is called
the District fund. This fund is spent by District Boards chiefly on—

(a) the construction and maintenance of public roads and other means
of communication ;

(b) the establishment and maintenance of institutions for giving
medical relief ;

(c) the establishment and maintenance of schools, either wholly or by
means of grants-in-aid, and the construction of school houses and
boarding houses ; and

(d) the construction and repair of wells, tanks and other works for
the supply of water and the ocarrying out of other sanitary
measures.

¢« All classes of the rural population, without any distinction, get the bene-
fits accruing from the objects on which the proceeds of rates and cesses are
spent. Roads and other means of communication afford facilities for the
import of goods and export of grain and other local produce. The village
tradesmen, shopkeepers and dealers in grain take advantage, to a larger
degree than others, of the facilities afforded by the improvements of means
of communication. They and the money-lenders receive medioal relief in the
same way as other classes of rural population. The children of this class of
peogle are taught in the village schools, rather in larger numbers, than those
of the other classes. With the exception of those who are assessed to pay
income-tax—and the number of such assessees is comparatively inconsider-
able,—the rest of the individuals falling in this category do not paﬂ any tax
and do not contribute anything towards the expenses incurred by the District
Boards. These expenses come, to a very large extent, from rates and cesses
paid solely by olasses connected with land.

“It is not the object of this Resolution to touch those classes of rural
population who are artizans and labourers and whose earnings are very
small and who, in the majority of cases, have very precarious means of
living and are thrown out of employment when famine and scarcity make
their first appearance. But it will be an act of justice if Government is
pleased to take steps that the money-lenders, shop-keepers, dealers in grain and
tradesmen, who pay no tax at all and have the means of paying it, be made
to contribute a portion of the money spent on objects from which they derive
benefits equally with the landholders and agriculturists. The laws at present
in force impose upon laudholders and agriculturists alone the liability of pay-
ing rates and cesses.

“The main object of this Resolution is tu draw the attention of the Gov-
ernment of India to the fact that the classes connected with land alone have
to pay the taxes which are spent on objects whose benefits are enjoyed equally
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by the rest of the village population, and that there are persons among the
latter classes who though capable of contributing towards these expenses have
remained exempt all along. The Government as an act of justioe should take
steps to make these people also pay their proper share of the expenses.

“ When the Government decides to.mpose taxation of the kind suggested
in the Resolution relief will be possible to agricultural classes by lowering the
high incidence of taxation in t.llua shape of rates and ocesses. The Govern-
ment will have to consider whether opportunity should not be taken of giving
partial relief to the landed classes by reducing the rate of cesses pro tanfo to
the amount which may be realized by the introduction of the proposed change
into the system.of taxation.

“In this ognnection with your permission, Sir, I beg to make the follow-
ing remarks. It is the cladses connected with land who have borne in the past
the principal ishare in the inorease of taxation. It is these classes who
suffer most grievously from famine—a calamity which has now become of
frequent occurrence. :

“ A study hf the history of taxation on land in Northern India shows
how the burdens on olasses connected with land have been increasing from
time to time. In the closing years of the rule of the Bast India Cowmpany,

. Lord Dalhousieilaid down, :for Northern India, the salutary rule of fixing the
Government demand at half the actual rental. Very shortly after the assump-
tion of the Government of India by the Crown the necessity to inorease the
taxation of the country was telt {)y tho Guvernment. When Lord Lawrencc
became Viceroy he found the finances of the country in & most unsatisfactory

-condition on acoount of the very heavy cost incurred by the Government in
suppressing the mutiny. He endeavoured to distribute the burden of taxa-
tion by imposing taxes on trade as well as on land. But his endeavour to tax

- trade was at that time vetoed by the then Secretary of State for India.

i “ Though : bsequently an income-tax with certain limitations was im-
“but it repealediafter & short time. Then experiments were made to
t levy license-tax; on trades and professions, but these experiments did not
¢ prove suoccessf L It was mot until the year 1886 that the income-tax was
" imposed as a permanent tax and it is in foroe now.
; “ Lord Lawrence’s successor Lord Mayo, when introducing his famous
; Decentralization ‘Scheme pf 1870, allowed the provinoces to impose new cesses
: on'land in addition to Land Revenue, in order to make up the deficiencies in
; the allotments made out ;of jthe general revenues to the different provinces
. and the estimated provincial expenditure. In 1871, in the provinces of Agra
. and Oudh, in pursuance of that policy, new rates were imposed.
. . “In1878, the late Bir John Strachey, who then held the portfolio of
: Pinance, created the so-called Famine Insurance f'und and a further rate at
¢ Bs. 2 per cent on the revenue was imposed. Later on a patwari cess was also
{ imposed. All theee Tates and cesses remained in force for many years and
‘ used to be levied in full from the olasses connected with land. It was not until
! 1905 that the Famine cess was repealed in Lord Ourzon’s timo and the Patwari
: rute was abolished in the year following, s.e, 1906 in the time of Lord
* Minto. The landed‘classes are very grateful to the Government of India
- for the abolition of these rates and cesses. But since then no further relief
has been given to themn 'They have been appesling from time to time to
the Government to relieve them of the cess im on them to meet the
expenses of rural police, and they had been looking forward with great hope
that they would be placed on an equal footing in this rvspect with the Muni-
. cipalities by being relieved of village police charges. But it is a matter of
great regret that their hopes have not been realised, and the Police cess re-
ing which an announcement was made in the Financial Statement in
arch of last year was abolished in name only. The sum formerly spent
“on villagé police "has now been transferred to the District Board fund, and
the liability of the landed classes to pay the rate, though iu another shape,
remains the same.
* The roquest contained in the Resolution which I have the honour of
moving is a very moderate one. It simply asks the Government to invite the
opinion of the Government of the United I’rovinces of Agra and Oudh and
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of such other provinces as the Government of Indin may consider proper
on the nd\'isagility of levying a tax of the same kind as the local rates and
cesses on persons other than Tandholders and agricultuvists residing in rural
areas and carrying on other professions or trades and who though possessing
means do not pay any tax whatsoever.

“ With respect to other particulars, I beg to submit that the Local Govern-
ments when submitting their opinions on the subject will be in a position to
estimate the amount which the tax might bring in their respective provinces,
the number of rsons from whom the tax is likely to be collected, and the
aethod to be adopted, and the machinery to be employed for collecting the

X.
“ With these remarks I beg to move the Resolution.”

The Hon’ble Raja Kushal Pal Singh :-—* 8ir, 1 rise to support
the Resolution which has been so ably moved by the Hon'ble Rai Sri Ilam
Bahib. After the mutinies of 1857 an immense increaso of expenditure took
place ; their suppression and the restoration of order involved an addition of
more than £42,000,000 to the public debt ; there was hardly a branch of tho
administration which was not more or less re-organised, and demands arose for
every sort of improvement. The revenues were insuflicient, and the flnancial
difficulties of the Government were serious. The imposition of an income-tax
by Lord Lawrence called forth the vehement indignation of tho trading and
meroantile classes. Adopting the polioy of least resistance, Lord Lawrence’s
sucoessor, Lord Mayo, imposed cesses on land to be paid by the voiceless class
of agrioulturists. This was done in utter violation of the half-rental rule
introduced by Lord Dalhousie. The income derived from the cesses is spent
on rural police, district roads, district dAk, village education and sanitation.
Landholders who pay cesses are not the only people who use roads and benefit
by sohools, dispensaries, post-offices, etc.

“ The money-lender is a well-known figure in every Indian village. In
his ‘ Administrative Problems of British India’ Mr. J. Chailley says—* the village
money-lender is ordinarily a dealer in produce. He sells grain, sugar,
condiments, and spices, and he buys sugar-cane, wheat, rice, and millet. At

resent, at any rate, the most prosperous class in India are the money-lenders.

ecent inquiries show that in the United Provinces 78 per cent of the lands
of the cultivators are under mortgage, and that three-quarters of the ryots owed
more than a year’s rent. The avernge rale of intercst was nominally 26 per
cent. ; but it was really greater, since it was cal¢ulated for ench year on the
amount due at its commencement, without {aking into account payments
made during its course. The money-lender sends in his account after the
harvest, and is paid in kind, allowing for the crops at such prices as seem good
to him. In such circumstances property is nol sccure, and those who have
money hoard it.!

“ In rural areas non-agricultural classes, especially the money-lenders refer-
red to above, make more use of these publio works than the agricultural
classes, but pay mnothing for these facilities provided at the expense of poor
agrioulturists. There is no reason why these non-ngrioultural olasses should
live and flourish by deriving full advantage from ihem without contributing
their share to the taxes borne by agrioulturists alone in the shape of cesses.

“The following quotation from the late Lovd Salisbury's despatch shows
the desirability of flg tening the burden of taxation on land :— * So far as it is
possible to change the Indian fiscal system, it is desirable that the cultivator
should pay a smaller portion of the whole national charge.’

“ A perusal of the majority of assessment-statements prepared by settle-
ment officers will show that the Governmment revenue is not usually caleulated
on the amount of rent which the land-holder actunlly gets, but on the aggrezate
assets made up of actual rents paid by the tenants, possible rents amcs on
rent-free grants and on lands considered as let on favourable rates of rent
and Siwai or Sayar income. Although the proportion of the revenue demand to
the rental demand is 30 per cent yet landlolders pay cesses in addition to land
revenue which amount to 10 per cent of the latter. The reports of the Court
of Wards of the United Provinces wiil show that the charges of management
fall, at about 8 per cent on ihe gross income of the estates. The lardholder



570 RESOLUTION FOR LEVYING LOCAL RATES AND OESSES.

[ Raja Kushal. Pal Singh; 8ir Reginald [ 26TE FEBRUARY, 1014. ]
Craddock.)

does not genaré‘ily realize the whole of the rental demand from his tenants
The amount of rent which remains uncollected is about 5 per cent.

“ The figures given above show that the average net profits of landholders
even in the bhest managed estates are about 380 per cent of the rental demand.
The landholder has to meet his own expenses, those of his family and of other
persons dependent upon him from the net profits left to him. This margin is
not sufficient in the generality of cases, especially in the case of small
landholders, toileave any thing for effeoting improvements on their estates or
for meeting the strain of calamitous seasons. It is, therefore, most necessary
in the interests of agriculture that the burden on land should be lightened
in the manner indicated in the Resolution before the Hon’ble Council.

“India is pre-eminently an agricultural country. Of its total population,
72 per cent are’ engaged in fpasturage and agriculture. In a country like
India, the maip industry of whioch must for all time be cultivation, the

. agrioultural community must form the back-bone, the very pith and marrow, of
' its vast and multitudinouspopulation. The nation’dwells in tho cottages’ is
_ the memorable ntterance of England’s great orator. Any steps taken in the
i direction of mitigating imposts upon the cultivating classes will conduce to the
: well-being of ¢he Indian;nation. I therefore accord my cordial and whole-
. hearted supportj to the Resolution before the Hon’ble Oouncil.”

_ The Hon'ble Sir Reginald Craddock —*Bir, my Hon’ble
i Oolleague the Finance Member will of course answer this Resolution on behalf
¢ of the Government, but I desire to make a few observations to the Council on
; this subject, because it is one that has for a long time interested me very olosely.
: When ¥ was Ohief Commissioner of the Oentral Provinces I sent up a Buil

t the Govemmen!; of India to create means for raising local taxation for local
; purposes, and though I am largely in sympathy with the Hon'ble Mover of this
ﬁaolution on }he point jthat non-agriculturists do not contribute for these

local purposes iair i , yet at the same time, as I shall explain, I cannot
follow; him wheg he gxpre

fair s
# desine that the agrioulturists should be relieved
of of the ;the byrden being thrown on his non-agricultural fellows.
1'was} very anxious, ;when:in‘ithe Central Provinces, to develop local self-
government on 'sound lines as far as it is possible. In municipalities there has
arisen in the course of the last:25 or B0 years a real sense of civio responsibil-
ity. S S T
i “The: opl'ia there are.themselves responsible for voting the taxes that they
fmpose and for dollecting and spending them. In the case, however, of district
~.{ ond rural boards; this incentive to responsibility and to keen interest in manage-
| ment is to & very large extent lacking. The cesses at present are assessed along
- with the land-revenue; they are collected by the revenue officer and they go into
- the capacious maw of the Sirkar ; and to the ordinary villages it matters not what
: happens to them afterwards; he does not follow their subsequont history. They
; are credited afterwards to the district funds by book transactions, and there 1s
: nothing so far as’the rural public are concerned to distinguish those cesses from
i any other grant or contribution that the Government may place at their dis-
1 posal. . .Now this sense of responsibility and reality in the management of rural
“and local boards is' very often sadly deficient. When I was in the Central
Provinces| my efforts were always concentrated on trying to decentralize as
far as possible from the Government to the District Board and from the
- distriot to the rural boards in order to create this very sense of responsibility to
: which I am referring. Acoordingly, and in furtherance of that object, I sent
‘up a proposal in the shape of a draft Bill by whioch the cesses themselves should
-be fixed by law hetween a certain minimum ‘and a certain maximum, and it
:might then be open to distriot boards to raise or lower the cesses on the land-
" revenue within those minima and maxima, that is to say, if the district board
. felt that it ought to raise somthing more for schools or roads or for any other
purpose, it could do so by imgosing one pice in the rupee or half a pice in the
rupee or something of that kind on the land-revenue. This would give them
the responsibility ; they would have no pressure from Government; though of
course they would requiro the fornal sanction of the Government. The initia-
tive should come from them ; and they would therefore be taxing themselves, and
taking & much more lively interest in these cesses than would otherwise be
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theoase. That is what my proposals were as far as regular cesses were concern-
ed, which are levied primarily on land. But I also desired to supplement this
by small local rates collected in villages or groups of villages, and imposed
there by the people concerned on the initiative of the district board or with
their sanotion; such rates for instance as a small school rate to meet the
cxpenses of the village school; and I fully agree with what the Hon’ble
Mr. 8ri Ram has said about the way in which non-agricultural people in villages
do not pay their fair contributions for this purpose. I know a village of 4,000
inhabitants; in the village school there are 180 boys; out of those over 90
were sons of non-agriculturists; there remain about 40, sons of agriculturists.
The parents of thosoc 90 pay only a very nominal fee of 1 auna a month
which is levied in the Central Provinces, whereas the land-holding interest at
all events does contribute towards the education cess, although the parents
of the 90 no doubt are probably better off on the whole than the parents of
the 40. But although I am perfectly willing to concede the point that the non-
agriculturist does not pay enough, or in fact anything at all in many cascs, I
am not willing to concede the point that the agriculturist pays too much.
I think that when, for purely local purposes, money is raised by himself,
assessed by himself, collected {‘)'y himse}f, and spent by himself, each man must
take his share as an inhabitant of the village.  Let us take a small munioipal
town. There, the cultivator, if he is a resident of the town, pays the municipal
rates like everybody else. If you goto a township on & lower scale, which
goes by the name of ¢ notified area’ in the Central Provinces, and by other
names‘in other provinces, there again the agrioulturist is viewed as a household-
er; if he is well enough off to pay a tax, he pays it ; if he is not well enough
off, he does not pay it. The Bania would probably pa{ much more ; but if you
had a very well-to-do ryot who was really quite as well off as the Bania, there
is no reason why the ryot should not pay his share as well ; and in the Central
Provinces partioularly there is every reason why the ryot should contribute ;
because it is not correct to say that he paysa penny to these cesses. Rents there
are fixed entirely by the settlement officer and by 8tatute. They are simply
based on the rental value of the land that he cultivates, and they take no
account whatever of the oesses. The cesses fall upon the landlord entirely, and
he has no means of passing them on to the tenant. The tenant does not pay
the cesses and there?ore if we were to have any such local taxation as I have
indicated in the Central Provinces, the ryot would have to pay just as much as
anybody else ; and I think it would be a very sound thing if be did. Another
point is that although a ryot or landlord may derive a good part of his
income from land, he ma a{so at the same time be engaged in lending money
or grain, or in dealings of other sorts, and it is quite unjustifiable to exempt
him, in respeot of that mode of income, from contributing his mite to a village
school or for any other local purpose. It is not exempted in Municipal towns
or in those minor municipal organisations which pass under various names in
various provinces ; but, what I would suggest, if I were introducing or_recom-
mending any form of legislation of that kind, would be that in the area, a
village or group of villages, in which it was determined by the people them-
selves that a panchayat, or any other local body that might be organised should
collect a little money for local purposes, that in that area every person, whether
landlord, tenant, or any one else, should be valued at a certain assessment
according ‘to his total means. That being so, I would, in the case of non-
agriculturists, exact the full amount, and in the case of the agriculturist, I
would deduct from his assessment any sum which he could show that he had
already contributed to rates and cesses. That would be the general line of
proposals which will have my sympathy ; and I think they are sound. But the
great principle which I would advocate would be that no taxation of this kind
should be imposed at all by the Imperial Government or even by the Provincial
Government. It should beimposed if at all by the distriot boards themselves and
by these smaller bodies, in villages and groups of villages, that may comeinto
existence. All thatis required really isto provide in the enactments dealing with
local self-government power to these bodies to assess these rates, if and when they
80 desire. If the local feeling in favour of this sort of taxation was not there
then nothing would happen ; directly it arose, and directly public opinion justi-
fied the raising of small sums for local expenditure, there would be the power
there. Those are the lines which I think would be sound I am speaking for
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myself, and I do not bind my Hon'ble colleague the Finance Member, nor do I
say that what would be sound in one province would be sound in another. I
think that these lines would be sound in the province that I know, and possibly
there may be other parts of India in which they may also be practicable.
Provided that there is a real local option in this matter, I do not think any
harm can be done by this power.”

The Hon'ble Mr. Surendra Nath Banerjee :— 8ir, I think
there is some little difference between the speech of the Hon’ble the Home
Member and the Resolution which has been placed before us this evening. The
Hon'ble the Home Member in his spesch outlined a scheme of further local self-
government ; I think many of us would be in sympathy with that scheme; I
think it would he somethinglike union committees consisting of groupsof villages
with power to tax for local p.rposeg in which agriculturists and artisans are to
be included. I believe that{is the sum and substance of the Hon'ble the Home
Member's speech. My friend, the Hon’ble Mr. 8ri Ram, however, wants
something different, he wants that the cesses which are now levied upon the
landowning olasses should bé distributed among the artisan classes and that relief
should be given to the landdwning classes and agriculturists. I believe that is
the sum and subgtance of y Hon'ble friend’s motion. I always view with
suspicion any proposals suggesting an expansion of the aren of taxation,
I think the effect of my friend’s suggestion if carried out, -would be that,
whereas the artisan would ‘be taxed, the agriculturist would have no relief
whatsoever, the agriculturist would continue to pay the same taxes as before
and at the same time the artisan would be further taxed. I am confirmed in
‘this view by the observations which fell from the Hon’ble the Home Member.
I think he said that the artisans ought to be taxed, but that the money which is
taken from the :’fgriou.lturists should continue to be taken for various rural
.purposes. Therefore the load of taxation will not in the smallest degree be
lightened, it will be added to by the imposition of fresh burdens. The Hon'ble
.the Home Member suggests that thia should be done in the interests of local

gso].f-gorammsnt, that s 8 very broad: question and I have very Preut sympathy
}with it ; but the proposal regarding the extension of local self-government 1s
.quite a distinct proposal from that which has been outlined by my Hon’ble
: ?riand, Rai Sri Bam Bahadur. ;Well, 8ir, with reference to this matter, perhaps
!there can be no lliarm if it were referred to the Local Governments for an
jexpression of their opgnion, but I feel convinced that it is bound to give rise to
!considerable agitation’in all the Provinces if proposals of this kind are suggested,
,It is for the Government to decide whether it should accept the recommenda-
tion or not, but I think my Hon'ble friend is mistaken if he imagines that the
-effect of his proposal would be to lighten the burden of the land-owning
‘classes by an equitable distribution between the land-owning classes and the
‘artisans. I believe the artisan will be burdened with fresh taxation and the
\agricultural classes will obtain no relief. Whetler the& ought to be taxed
'is' another matter independent of the proposal of my Hon'ble friend.” i

. 'The Hon'ble Mr. Rayaningar :—“ 8ir, the Resolution has 3
:special interest for me, as there is already a proposal before the Madrag
‘Government for the imposition of a surtax on land for inoreasing the
resources of the local 'bodies. The Hon'ble the Home Member's remarks
seem to proceed upon the assumption that the Hon’ble Mover means that
‘the agriculturist should be exempt from taxation altogether. That does
not appear to be the intention of the Mover. He suggests that in
addition to what he is paying there should be taxation on other profes-
sions. Increased taxation upon land would be against the declared policy
of Government. In March, 1912, the Hon'ble 8ir James Meston, speakin
on behalf of Government on the Resolution about the resources of loca
.bodies, observed : ‘If it has been a sound policy on the part of the
Government of India in the past to lighten the taxation on the land, it cannot
hardly be sound policy to allow local godies to increase it. *. In Lord Curzon's
celebrated Resolution on the Land Revenue Policy of the Government of
India, it is definitely laid down that the cesses upon land should be within the
limit of 8} per cent of the land revenue. There is hardly an area in India in
which this maximum is not reached, while in many parts it is exceeded.
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An increase in the burdens upon land is thus beyond the pale of practical
politics. It can only be effected by the abandonment of the declaied revenue

olicy of Government and attended by hardshiy upon the agricultural olasses.

ut the problem of additional resources for local boards has to be solved ;
some solution must be found soon. It is a generally accepted faoct that the
resources of rural boards are inadequate and must be increased without delay.
We are therefore forced to view with favour the alternative principle of rural
taxation suggested in the Resolution. It has the sanction not only
of authorities on taxation, but of the Decentralization Commission.
Mr. Armitage-Smith, in his inspiring little treatise on Zazafion, observes :
‘ Again manufacturers, traders, shopkeepers and farmers all benefit by
improved roads, thoroughfares, drainage and other measures which render
their markets accessible, their expenses are diminished and their business
increased ; and for these advantages they should contribute to the cost of
looal developments’. The Decentralization Commission, on a review of
the whole situation, came to the sound conclusion that, bating the cess upon
land at one anna in the rupee on the rent value, rural boards should have no
power to tax land, but with this exception, we should allow rural hoards
to levy rates and fees at their disoretion within the limits laid down in the
various Local Board Acts. ’

‘“ These rates and fees must accordingly be levied upon the non-agricul-
tural population of rural arcas. The principle now advocated by the
Hon'ble Mover has thus the sanotion of authority. = The Resolution therefore
deserves to be supported by Hon'ble Members. At present this non-agricul-
tural section of the rural population contributes little or nothing to the local
funds. There is the further reason for support in that the recommendation
at present is only for the ascertainment of the views of Local Governments
on the points raised. ~The Resolution is thus unexceptionable both in
principle and form, and I heartily support it.”

The Hon'ble Sir Gangadhar Chitnavis:—8ir, the Resolu-
tion raises a question on which a good deal may be said on both sides. It is
undeniable that the local bodies almost everywhere want more funds for rural
improvement ; at the same time it has been generally acknowledged that any
surtax upon land is neither expedient nor possible. The question has there-
fore been debated more than once and by more than one experienced adminis-
trator whether local bodies should not have the power toimpose special taxa-
tion upon the people to carry out a reasonable programme of improvement.
A special drainage tax, an education cess, a railway ocess and other cesses have
been suggested from time to time. There may be some force in the
contention that the well-to-do section of the non-agricultural section of rural
population does not contribute its due share tothe resources of local bcdies
for services rendered for their convenience as for im{)roving the amenities and
.comforts of life. The view that a scheme of special taxation upon non-agri-
culturists may prove oppressive may still further press down vilme industries
isequally sound. It is a question of additional taxation, and many factors of
village economy must be considered along with the principle of theoretical
equaﬁation of incidence of taxation upon all sections of the community. I
know special taxation of non-agriculturists is gaining favour. Inthe Central
Provinces, the Hon’ble 8ir Reginald Craddock as Chief Commissioner as he
has himself just stated, recommended such taxation powers to the District
Councils, and the principleis embodied in the Local Self-Government Bill
which will be the first legislative measure before the new Provincial Council.
But the fact must not be missed that the 1ural traders and artisans are not
always & prosperous class especially in these times when the tendency is genemlli
to leave villages and congregate in towns where the amenities of life are muc
Freater. Their profits have been cut very fine. Even the village Sowkar has

ittle now in the shape of profits. Many causes like co-operative credit societies,
eto., have contributed to this result. There is also the fact that a number
of people pursue both agricultural and non-agricultural occupations. Theee
are already sufficiently taxed, because in their case the Settlement Department
imFoses a special scale of rents. 'Their rents arc enhanced at every revision
of land-revenue far more than the rents of purely agricultural people. The non-
agricultural trade is thus in a manner already taxed. Any unusual addition
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to the existing tax will obviously be unduly onerous in such cases both to
the agricultural and non-agricultural community. The need for a cautious
advance will thus be clear. The principle I approve, but the taxation must be
carried out in each ocase after the most careful consideralion of local condi-
tions. And there is room for doubt if the necessary care and circum-
spection will uniformly distinguish the proceedings of the local Dbodies, and
if tho assessment will not prove in the end more oppressive than produc-
tive in some cases. But the present motion being for elicitation of the
views of the .various Local Governments, I support it. I think much
light will he thrown on this difficult problem in the courso of the inquiry
suggested.”

The Hon'ble Raja Saiyid Abu Jafar of Pirpur:—¢8ir,
the Resolution proposed by my Hon'ble friend regarding the advisability’ of
lev&rini a portion of local rates on non-agrioulturists residing in rural areas
and asking the ppinion of the Provincial Governments in this behalf is one
for which it is hardly necessary.to advance any very lengthy arguments. All
of us feel that the health and primary eduoation of the rural areas require to
be improverd, q'nd the burden of agriculturists needs to be lightened. Any
amount of money could be profitably spent on these counts. The number of
dispensaries of; any system of medicine, dyurvedic, Yunani, or English and
even of private practitioners in such areas, is very small. Sanitation in most
places is attonded to only oursorily and in a very small portion of the smaller
towns or villages. 8chools are also very few. The lighting of such places is
generally neglected. Most of these defeots are due to the want of funds in
the hands o% the district boards. The district boards have large arveas to
administér, and the money in their hands comes only from the rates imposed
upon the landlords who are alréady too much over-burdened with various
demands. The; necessary; improvements must stand still for want of money.
Therefore any legitimate gon by which the condition of the areas admi-
nistered by t]hb lopal boards pould be improved, should be welcome to all who
want to see m{_hry gnd.i{he ¢ducational advancement of the country.
The thousands{ of non-agricplturists who live within this area and who as
a matter of faot as money:lenders, dealers in grain, tradesmen and shopkeepers
earn a good deal out, of the necessities of the agrioulturists should be asked to
contribute rateably; not {that they should help the agriculturists by whose

 exertions . their) wealth is génerally produced, but becauso as inhabitants of
' these places they aleo partake of all the benefits of the taxation that is laid

only upon the agriculturists landlords. Some of them, due to their wealth and
status, derive eyon greater advantages.

“T have no doubt, Bir, that when the matter is referred to the Government
of the United Provinces, and to other Local Governments as well, they would
be glad to suggest & scheme that would meet with the necessities of the situa-

The Hon'ble Srijut Ghanasyam Barua:—* Sir, I must

say, I am sorry, that I have not been able to reconcile myself to the -
rinciple which has been laid . down by the Resolution that has heen moved. It
Eeoomes a necessary consequence of social existence that we should all contribute

more or less reciprocally to the service of one another. The Hon'ble mover’s
intention no doubt is to see more fair treatment in the matter of these taxes, and
he seems to think that there is no fair contribution made by the non-agrioultural
people living in rural areas, corresponding to the taxes that the agrioulturists
pay for the upkeep of roads and communications and for sanitation, water-
supply, vi‘lvl:ﬁa education and similar matters. The first difficulty I find, Sir,
is that it will be extremely difficult to enunciate any sound principle upon
which the proposed taxation could be imposed. The local rates and cesses are,

I think, really indirect oharges on the land, and they vary according to
the quantity of land held by any individual whether for agricultural or other

purposes ; so we should not, in the first place, think that local rates and cesses
are partioularly agricultural taxes. Of course it unfortunately happens that
the agricultural classes have to pay the most of it as & necessary consequence
of their having to depend more upon land than other people have todo. As
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they bave to derive all their profits from land so they pay the extra charge on
them, and other people who t{epend upon sources other than agriculture pay
taxes towards which the agricultural 1160‘)16 do notf contribute. If we come to
any other corresponding taxation upon other classes of people, I do not see
what principle we conld adopt. It could not be on population because we
must admit thateven in large municipal arveas thereis a large class of the
population to whom wo have to give a supply of water and somo other things
gratis. In all large municipal towns there are pipes from which the poorer
classes draw water without payment, and the same rule would hold with regard
to rural population. There may be many people who are unable to pay any-
thing for water supply, and still it will be the duty of the village corporation
to see that these do not starve for water. Then there is another and bettor
class who make their profits from trade or merchandise. If their profits are of
any magnitude this class generally pay income-tax ; if their profits are small
they escape both from the payment of income-tax as well as from the payment
of the local taxes, and that is the class which, I think, my Hon'ble friend moves
should be affected. This class of people living.in villages aro, in the first place,
not numerous, and their existence in the villagos is necessitatod by the neces-
sities of the village. If they were not wanted by the villages they would not
at all be there, and if they are there because the villages want them, it is for the
sake of the villages that they are there, and it is for the villagers to contribute
to their convenience and comfort. If we Eo to fix a tax 6n them on any
other principle of taxation then there will be a great conflict with the prin-
ciple applied to agricultural classes. As some of my friends have pointed
out, there are among the agricultural olasses and families people who take
to other pursuits anﬁ earn money otherwise. Ifa man holds one acre of land
and pays a small local tax on that acre and also cultivates it he is an agri-
culturist with regard to that acre of land ; if the other members of his family
are employed otherwise, I think that family will be saved from other contri-
butions because it happens to contribute a little to the land tax. There may
be similar differences with regard to the income and property of the other people
also. Supposing we have a merchant who owns a bit J land and has a house
on it and makes a profit or Rs 10,000, and we go to assess on his income, he will
at once plead that he pays the local rate, however nominal it may be. The
number of people who actually have the use of water and other supplies met
by the rural boards may in his family be much in excess of some other
merchant or trader who only perhaps earns Rs. 500 a year but pays no
local rate and holds no land ; how are we to make a distinction between
these two ? If we go to take income-tax or a valuation of income as the
basis, I think those people will ‘at once say, ¢ subject the agriculturist also
to the same principle ;' for although the a_:irion turist may as such earn
amounts for which he would otherwise be liable to income-tax he esca
the payment of income-tax for his being an agriculturist. 'Why should then
the merchant not say ‘ because I pay income-tax I should be exempted from
aning local rates and cesses *’ ginmi.la.rly with regard to an assessment on the

asis of property objections will not be wanting. We could hot possibly
adjust any principle which would apply to all classes without some reason for
objection being raised by the others, and therefore I think the land basis can
be thoe only safe basis for any taxation for the rural boards so far as the
Government may be repareg to accept. Of course in any special local area
if the civie duties of the people themselves incite them to make any contribu-
tions, they will be welcomo ; but on any other enforced principle I think it
will be very difficult to make a stand.

“ In these days when we are supposed to be coming into a greater sense of
civic duties and responsibilities, these differences are expected to be more waived
than pressed upon, as all people have more or less to make a contribution to the
service of others, while the o&ers in a similar manner reciprocally serve them.
These pecple, agriculturists, do not pay income-tax and other taxes which
other people like traders may pady ; perhaps they pay income-tax, or t
contribute more to telegraph funds or stamps and registration and so forth.
In some way or other they compensate for the rates and cesses paid by
agriculturists, and therefore I do not think we should particularly come down
upon these people with vengeance simply because they are not paying some
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local taxes as a contribution towards village necessities which are kept up
by local rates and cesses. It would be rather better for us to hold that these
people are necessary for the service of the village people, they arc there
simply because they are wanted and they are things like roads and other
things which are necessary for the village people and which have to be kept up
at their cost.

“I am sorry I have to record my dissent to the Resolution moved evon
though it asks simply that the opinions of the Local Governments be collected
with regard to this point. On the face of it, I think, the principle is so un-
desirable that I' do not recommend the Resolution even as it stands, as the
Local Governments have wark enough to do and should not be saddled with
any additional work from which clearly no useful results can be expected.”

The Hon'ble Maharaja Ranajit Sinha of Nashipur :—
“Sir, if I llm'ef undersboo:d my friend the Hon’ble Rai Sri Ram Bahadur,
properly his idea is that in municipal areas all persons have to pay for roads and
water but within the rural areas only the agriculturists are to contribute for the
-roads, sanita.tion" education etc. Persons whose income is more than Rs. 1,000
have to pay ingome-tax, but those whose incomes are bLelow Rs. 1,000 are
neither to pay jiha rates nor the income-tax, and they enjoy the benefits of the
roads and sanitation witho::l any taxes. My friend's object is perhaps that the
amount required for the purpose of roads and sanitary improvement should be
distributed amongst the agriculturists and other persons who do not pay in-
.come-tax. But,Bir, personally I am not in favour o? the extension of any tax-
-ation, and as my friend 'on the right has observed, if we are to accept
‘the Resolution,' the result will be that tne nﬁriculturist.s will have to pay
the taxes as they are paying now, and ovcr and ahove that the other people
will also be taxed. OF courss there is some justifleation in it as I do not
'see any reason why these persons should not contribute.

i = “The Hon'’ble the Home Member has said that the local bodies should
have the power jto levy taxes for local purposes. At least in Bengal there
are udion committees who, have the power to levy such taxes for the pur-
fpose of village improvements,' and I think that system may also be extended
:to other Provinces if that.’s desirable. But as regards this question which
:my houn'ble friend has raieed, ;if - the agriculturists are not relieved, I think
i the objest which he:has in view will not be fuifilled, and so I am not in
{a position to support the Resolution.” _ :
i . The Hon'ble Sir William Meyer:—Sir, thers was once a
. very eminent financial official in England who, I regret to say, got so absorbed
: inma.n official duties that he rather forgot his religious studies. A friend once
:remonstrated with him about this and persuaded him to take up a bodk which he
: had long neglected, the New Testamnent, and to begin with the Gospel of St. Luke.
;A day or two afterwards the official said to his friend, ‘I have followed your
radvice, and I am extremely glad I .did so; that is a magnificent book, and
-here is one passage in it w itﬁl I have already seen, and which bears the marks
rof plenary inspiration.’. The friend .was rather curious and asked what passage :
ihe referred to. Hesaid ¢ that beautiful text which commences Chapter II, ‘And ;.
- there went forth a decree from Cwesar Augusius that all the world should be
"taxed.’ Well, Sir, on such a topic I may perhaps be supposed to have some kind-
rel fealings with the man in England whom I may venture to call my eminent
colleague. Certainly my heart leaped within me when I first saw this itesolution.
Here, I thought, is a Resolution which for once in a way, instead of asking the
Government to romit tases or to give doles or to do this, that or-the other, pro-
puses an increase of taxation. I was also very gratifiad by the fact that it did not
propose the appointment of & Comnmission or a committee. It took what has
now become quito an original course in this Council ; it suggested that the
" Government of Iudia should venture to act for themselves without the Com-
mittee or Commission machinery. However my glee was a little dampel when
I listened to the excellent speech of the mover, because I found that it was no
longer a question of all the world being taxed, but he merely wanted a
re-adjustment of taxation. Well, as regards such a re-adjustment he has raised
an extremely difficult and complicated subject. Of course on general principles
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one may well admit that it is not very fair that the whole burden of
local administration should practically rest on the agricultural classes.
At the same time, as another speaker very aptly pointed out, if the
af?'riculturist class do Fay the bulk of the local taxes, they also form the bulk
of the population. Turther, the Government have gradually removed certain
burdens which rested on the agricultural olasses; the famiuc cesses havo
been taken away from my Hon'ble friend’s Province, so bas tho patiwari
cess. '

“I won't go into the vexed question of the incidence of Land Revenue,
beyond observing that it has been very clearly shown that the Government do
not take nearly as much in the shapo of land-revenue as they used to do in the
past generation, and as they might do now according to their own settlement
princip’es.

“Then we come to the difficulties arising from my Hon'ble friend’s proposal.
He says, as I understand, ‘I do not want to raise s larger total revenue, but
I want Peter, the agriculturist, to pay less and Paul, the sowear, or whatever
profession he exercises, to pay more.’” Well, I say that involves very complicated

uestions. They are questions that have been discussed for a long time in

ngland. Some years ago the late Unionist Government adopted the remedy
which is so dear tosome of my non-official collengues herv, they appointed a
Commission presided over, I think, by Lord Balfour of Burlcigh, to discuss
the incidence of taxation in local areas. That Commwission took a great deal of
evidenoe and made a very able report and nothing has been done.

“ The difficulties in this country would bo practical : how are you going to
get your altornative sources of revenue? That the District Boards cannot
aﬂ'org to see their total revenue diminished is, I think, perfeotly clear. On the
contrary, and I think I may say, with the unanimous approva!l of this Council
and of preceding Oouncils, the Government ba; helped them materinlly
of late years, commencing in 8ir Edward Baker’s time, by giving a lar
contribution from Government, proportionate to the amount collected by the
land ocess, and ending with the last budget, in which the pro s of
certain cesses were handed over to the District Boards instead of %eing used
by the Provincial Governments. So that I think it may be agreed that
the Boards cannot afford to forego revenue if we lighten the burden of the
agriculturist. Well, what are the ways in which they can get further
revenue ? It is a possibility that may have ocourred to some members that
just as land cesses are to a large extent determined by the nmount of Land

evenue fpa.icl. so those who pay income-tax should contribute an additional
fraction of this to local requirements. Well, at first sight, that seems quite a
nice and excellent proposition. But look alittle further. The great bulk of
the income-tax is paid in municipal or semi-municipal areas, and we are
talking here of rural areas. When you take rural arveas proper, the balance
_available from the income-tax though it might still seem respectable if you take
aggregate figures for India as a whole, would dwindle down to perhaps a few
hundred rupees when you come to n particular District Bonrd. Then there
are other possible methods. You might havo a tax on professions and trades,
such as exists in municipal towns in Madras; you might have house taxes,
and o on : but all these methods, unless they were applied to what would be
rded as an oppressive vxtent, would raise very little money, and you
would have to take a lot of trouble and would crcate a lot of discontent, for
small results. Itis an accepted canon of political economists that, in cou-
sidering taxation, a statesman should have regard to the ease with which a
tax can be collected and to the amount of discontent which it excites. Well,
the land cesses may be said to be sanctified by custom. They are
collected with perfect ease; in fact, as my Hon'ble colleague Bir Reginald
Craddock has just shown, the agriculturist often does not realise that he is
being collected at all. Any new tax, if imposed by the Provincial Governimnents
on the advice of the Government o*® India, would, I think, raise acute discontent,
and therefore, so far, I say ‘let sleeping dogs lie’

“Then there is another objection I have to take to my Hon'ble -friend's
Resolution. We are recommending things to the Local Government which,
I vhink, ought to be in their sphere. I do not go so far as my Hon'ble friend
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Mr. Banerjee does in the direction of autonomy for the provinces, hut in so far as
the provinces have received powers, I am not going to ge a party to encroaching
upon these, and I regarl this question of altering the terms of local taxation as
one for the Provincial Governiments to raise in the firsi instance, and not as one
in which the Government of India should dictate or suggest to them.

“Then there is another side to the case, brought out in the very interesting
speech of my Mon’ble colleague, 8ir Reginald Oraddock. Now, like the Hon’ble
r. Bancrjee, I am in considerable sympathy with theso ideas, and I would ask
the Council to roto the difference in the spirit underlying such methods and
that involved in the suggestion of my Hon'hle friend the Mover. My Hon'ble
friend, the Mover, would like fresh taxes to replaco existing ones, and would like
these fresh taxes fo be imposed from above.” My Hon’ble collcague suggests
what one might call ‘local option’ taxes—taxes which come from below, suggested
often by the people themselves. Thereis an interesting practical instance of this
in the Punjab where, I understand, villages alieady have considerable funds called
Malba funds voluntarily andinformally raised by the people themselves and admi-
nistered by the people themselves for useful local purposes. Asthe Hon'blé Mr.
Banerjee s0 npt]y remarked, that is a development of self-government; the
pystem suggestediin the Resplution would be represented as merely another turn
of the bureaucratjo machine: Therefore, I say there is all the difference in the

- gvpm]s as the Hon’ble Bir Reginald Craddook has outlined. As regards the
lat

- world between the proposal in this Resolution, which I cannot accept, and such

ter category, it is not for me now to express on behalf of the Government of
ndia any specifia view upon specific proposals. We are going to leave these.
hings to the Tocal Governments. If a Local Government thinks fit to suggest
to us that—as an entirely fresh measure, or it may be in connection with the
modification for o:theraalurposea of its Local Self-Government Act--certain new
{axes might be imposed at the discretion of Distriot Boards and the like, we will
give the matter our most pareful consideration. The sanotion of the Govern-
nt of India would be necessary to such legislation, so would the sanction
f the ‘Becretary| of Btate.(But the views of the Local Government, espeocially
f it appears thé Gov ent is supported in this case by local
pinion, would paturally weigh Yaz; stronge? with us. Then the matter
aould, as my Hon'ble® colleague has said, be left to the Local Boards them-
lves. The Looal Boards!would have the power in certain eventualitics to
raise rates up to certain limits.: In 86 doing, they would bear in mind what
were the general objeots in view, and whether for the amount they gained it
was worth while fnaking this small impost.
: ’ “ That is all I hm?e to say on this subject. I cannot accept the Resolution
of my Hon’ble friend, Rai Sr1 Ram Bahadur, for the reason that he has propdsed
what is, I think, an inexpedient thing—& complicated re-adjustment of taxa-
tion, and because: he proposes that the Government of India should take initial
action in a fleld where any proposals that reach them should be those of the
Local Governments and the people below them. I.have already said, I think,
sufficient to showithat-on certain proposals put in a different way the Govern-;
ment would keep a g_erfectly open, and I may even say a sympathetic, mind.:
Perhaps my Hon le friend, after hearing what has been said, may see fit to:
withdraw his Resglution.: In any case I am afraid I cannot accept it.” ;

' The Hon'ble' Rai Sri Ram Bahadur :— After what has'
been already said, I think I shall follow the advice of the Hon'ble the Finance
Minister and withdraw the Resolution for the present.” ;

The Resolution was, by permission, withdrawn.
The Council adjourned to Friday, the 27th February, 1914.

W. H. VINCENT,
Secretary to the Government of India,
Legislative Departinent.

woa i

DELEHI:
The Gth March, 1914.
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Statement showing admissions anl deaths amony prisoners in India
tuberculosis in 1903-1912.

Sfrom

Yoar, Adulssions, ‘ Deatiin,
1012 . . . . 501 205
1911 . . 1,016 I EEH)
1010 . . 853 381 )
1900 . . . . 980 | e
1008 e 951 PEN
1007 e e 704 . 250
1906 Coe 844 v Poes
1005 e 808 - 208 ;
1004 C e e 764 ' ot
1003 . . . . 704 1






