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GOVERNMENT OF INDIA.
LEGISLATIVE DEPARTMENT.

PROCEEDINGS OF THE INDIAN LEGISLATIVE COUNCIL ASSEMBLED UNDER
THE PROVISIONS OF THE GOVERNMENT OF INDIA ACT, 1815
(5 & 8 Geo. V, Oh. 61).

The Council met at the Oouncil Chamber, Imparial Becretariat, Delhi, on
Tuesday, the 7th March, 1916.

.I’nsm v

¢
v

‘The Hon'’ble Sie WrLiaM CLARK, K.CS.I, C.M.G., Vice-President, presiding,
and 53 Members, of whom 46 were Additional Members.

OATH OF OFFICE.

The Hon'ble Mr. Charles Evelyn Arbuthnot William
Oldham made the prescribed oath or affizmasion of allegiauce to the Crown.

QUESTIONS AND'ANSWERS.

The Hon'ble Mr. Rama Rayaningar asked :—

1. “(a) Is it a fact that in some Provinces 'in schoo!s for Indian girls, Adertion er
. Enﬁlishia used as the medium of instruction in the third and lower forms, lars as the
whi

e, generally, vernaculars form the media of instruction in those forms in lnstruatio ," n
schools for boys? school,

() Do Government propose to instruct Provincial Governments and
Administrations to issue orders to educational departments for the adoption,
generally, of the vernaculars as the media of instruction in schools for girls in
cases where the parents so desire ? "

The Hon'ble Sir C. Sankaran Nair replied :—

«1tis understood that the Hon’ble Member refers to a girls’ school which
rocently. formed the subject of a Resolution in the Madras Legislative Council,
( 201 )
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[ Sir C. Sankaren Nair; Mr. Rama Bayaningar; [7ra March, 1916.]
Sir Reginald Craddock. )

and in which the medium of instruction in mo:t subjects from the third
standard upwards is English. The Government of India have no information
as to whether a similar arrangement is adopted in any girls’ schools in other
Provinces, but can make inquiries if the Hon'ble Member so desires. As re-
gards boys, the medinm of instruction in forms in other Provinces below those
corresponding with the fourth form in Madras is not necessarily the vernacular.
A description of the present state of affairs is to be found in the dingram facing
page 71 of ‘The Progress of Education in Iudia, 1907-13,’ being the sixth
quinquennial review.

Tt is not the intention of Government to issue any such general in-
structions as are suggested, but as explained in this Council on the 17th
March, 1913, it is proposed, after the war, to make a reference on the subject
of vernacular as the medium of instruction—a course to which the Hon'ble
qubstioner agreed. In the meantime, Local Governments are being addressed o
the subject of female education generally.”

.The Hon'ble Mr. Rama Rayaningar asked :—
2. “(s) Is it a fact— '

(¢) that there is only one rcpresentative on this Council for both
Ze&mindam and Giroyty landholders of the Madras Presidency ;
an

(4) that the Zemindars owning permanently settled estates and the
Giroyty landholders holding temporarily settled lands have
separate and often conflicting interests ?

() Tf 50, has the attention of the Government of India been drawn to tho
exist of such separate and conflicting interests ? ,

(c) If the answer to (3) is in the affirmative, do the Government of India
propose to consider the question of securing the separate representation on this

Council of thess two different interests either—
(s) by the creation of an additional Membership for a represent
tive from the Madras Presidency, or
(i3) by providing that one of the two Members of this Qouncil
representing the non-official Additional Members of the Madras
Legislative Council shall bea person having substantial interest
in temporarily settled lands ?
(d) If the answer to (3) is in the negative, do the Government of India
propose to address the Madras Government on the subject ?”

The Hon’ble Sir Reginald Craddock replied : —

“It is the case that only one Member of the Imperial Legislative Council
is elected by the landholders in the Presidency of Madras, the same being
true of landholders, as such, in Bombay, Bengal, the United Provinces, Bihar
and Orissa and the Central Provinces. It is also the case that for the election
of Members to the Provincial Legislative Council by the landlord class, there
are two electorates, namely those of Zemindars, and landholders other than
Zemindars, respectively, When the Council Regulations were under discussion

.in 1909, the Madras Landholders Association, among others, represented that

the interests of landholders as a class in dadras were not identical, and hence
the two electorates for the Provincial Council. At that time, however, it was
the opinion of the Local Government that for the Imperial Council one
electorate would suffice. The Hon’ble Member apparently desires in one way
or another to secure two iepresentatives in tﬁe Imperial Council for the
landholding classes in Madras, presumably with two electorates, but constituted
as the Council now is, neither of his suggested expedients is consistent writh
its general scheme, and, as at present advised, the Government of India do not
propose to meve in the matter.”



-oorreotly understood, give the informativn desired by the Hon'ble Member.”
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[ 7rm Maecs, 19186. ] [ Ur. Rama Rayeningar; Sir Reginald Craddock ;
Maharaja Sir Manindra Chandra Nandy;

Sir C. Sankaran Nair; Mr. C. H. 4. Hill.]

The Hon’ble Mr. Rama Rayaningar asked:— ]

3. ““(a)' Do the Government of India propose to consider the desirability satartes of
of introducing an increased scale of salaries for Bub-Judges, District Munsiffs ot gudmias
and clerks of the Registration Department in the }adras Presidency ? t'ﬂ."'n}'?.':‘

(6) Have the Government of India received any communication on the prrrmest
subject from the Madras Government ? If s0, do the Government of India pro-
pose to pass early orders in the matter ?”

The Hon'ble Sir Reginald Craddock replied :—

“The Becretary of Btate Jast year sanctioned a scheme including a
tial enhancement of the rates of pay of the clerical establishment in Registra-
tion offices in the Madras Presidency. The introduction of the scheme depends,
however, on the ability of the Local Government to financs it.

The Government of India have not received any proposals from the Gov-
ernment of Madras for raising the emoluments of Subordinate Judges or Dis-
trict Munsiffs in the Presidency.” .

et

The Hon'ble Maharaja Sir Manindra Chandra Nandy
asked :—

4. “Will the Government be pleased to lay on the table the report of the gym1a 1m.
8imla Improvement Committee which sat under the presidency of Mr. L. Porter, gioremant.
CS8.I,01E, late Becretary tothe Government of Indiain the Education

Department ? "

The Hon’ble Sir C. Sankaran Nair replied:—,

“iThe report of the Simla Improvement Committes, 1914, is still under
consideration, and cannot therefore be published at present.”

The Hon’ble Maharaja Sir Manindra Chandra Nandy
asked :—

5. “ Will the Governmen: be pleased to state the total number of officers georuttmens *
recruited for the Imperial Archaological Department since the creation of the §f,°2o™
Tepartment by Lord Curzon ?” Impertal

| XY

The Hon'ble Sir C. Sankaran Nair replied :—

“The total number of officers recruited for the Imperial Archsolcgical
Department in India aud in England since the beginning of the year 1903 is
20, of whom, 13 -are at present in the Department. A list* of the officers
recruited is placed on the table.”

The Hon'ble Maharaja Sir Manindra Chandra Nandy
ed :—

6. “ Will the Government be pleased to state the .amount of the total Anava:re-
annual reourring charges for the establishment of officers of the Imperial oharges for
Agrioultural Department, including the appointment of Agricultural Adviser Hahment of
to the Government of India?"” m..'.;r__x:ll

The Hon’ble Mr. C. H. A. Hill replied : —
“Ilay on the table a statementt which will, if his question has been

® Pide Appondix A
t Vide Appendix B
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204 QUESTIONS AND ANSWERS; FOREIGNERS (TRIAL BY
COURT-MARTI {L) BILL.

[ Sir Paculbhoy Currimbhoy; 3fr. C. E. Lau,, [7te Marcs, 1916.]
Sir Reginald Craddock; His Excellency the
Commander-in-Chief.]

The Hon'ble Sir Fazulbhoy Currimbhoy asked :—

7. “(a) Isita fact thet Trade Commissioners from the British Colonies
visit the different countries of the world from time to time for the ascertain-
ment of the possible lines of development of the Colonial export trade ?

@ Is suclxa Commission now in India exawining the strength of the:
market in the interests of Canada ?

(c) Have Governwent considored the advisabilily of sending round
similar missions for the purpose of studying the foreign market for Indian

commodities ?

(d) If the answer to (c) is in the negative, do Government propose to
make an attempt now in the abnormal conditions cousequent upon tEe war?"”

The Hon'ble Mir. C. E. Low replied :—

“(a) Several British Colonies possess Trade Commissioners or .‘Trade
Correspondents in various countries, and the Government of India believe it
tobea fact that Trade Bepresentatives are also occasionally sent on special
missions of the kind indicated in the question.

(5) The Government of India understand that this is so.

‘With regard to (c) and (d), the Government of India appointed an Indian
Trade Commissioner in London temporarily for a few months last year, and
the question of making a permanent appointrucnt is uuder consideration.

have also had under consideration, from time to time, the question of
eshe{hshm Trade Agents abroad, but it is not possible to indicate at present
whether a.ny action in this direction can suitably be taken.”

The Hon'ble Siar Fzulbhoy Cnrri.mbhoy asked :—

8. “(a) Were Advisory Committees of Hindus and Mohammadans formed
during 1914 in the Punjab, the United Provinces and other Provinces for the

fasasmator prevention of Hindu-Moslem riots ?

the preven-
m- of

Hindo-Mos-
“lem riota.

(b) If 5o, have the Government of India received any reports about their
working ?
(c) If the answer to (b) is in the negative, do the Government of India
propose to ask the Provincial Gov ernments concerned to submit detailed
reports on the working of the Commit tees ?

"The Hon’ble Sir Regirald Craddock replied :—

1 would refer the Hon’ble M>mber to the Home Department Communiqué
of the 10th December, 1915, which described the action taken and the conclu-
sxons arrived at as the result of his Resolution on the subject of Conciliation

ds. The correspond with Local Governments gave instances of a few
Advisory Committees appointed in 1914, and briefly indicated the results achiev-
ed. These were not so encouraging as to make it expedient to call for further
detailed reports upon the suh]ect and it is therefore not proposed to take any
further action in the matter.”

THE FOREIGNERS (TRIAL BY COURT-MARTIAL)
BILL.

His Excellency the Commander-in-Chief:—*S8ir, I beg to

_~move for leave to introduce a Bill to provide for the trial, by court-martial, of

foreigners for offences against the Defence of India Rules. In doing so, it is
lm'dly necessary for me to point out that it is essential, in time of war, to deal
speedily and summarily with offences committed by foreigners against the
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TARIFY (AMENDMENT) BILL.

[7tm MarcH, 1916.] [ His Ezcellency the Commander-in-Chicf; The
. Vice-President ; Sir William Meyer. ]

Btate, more especially with acts of espionage, and the collection and communi-
cation of intelligence likely to be of use to theenemy. It was with this object
that an Ordinance was recently made providing for the trial by court-martial
of any person other than a subject of His Majesty accused of offences against
the Defence of India Rules This Ordinance, like other Ordinances, is limited
in duration to a period of six months, but the provisions contained in it will
obviously be required until the end of the war. It is accordingly proposed to
convert the Ordinance into an Act, and the present Bill is designed to give
effect to this proposal.”

The motion was put and agreed to.

. His Excellency the Commander-in-Chief :—* Sir, I beg to
introduce the Bill, and to move you to suspend the Rules of Business to admit
of the Bill being taken into consideration.” .

The Hon’ble the Vice-President :— I suspend the Rules of
Business.”

His Excellency the Commander-ia-Chief:— Sir, I move that
the Bill be taken into consideration.”

The motion was put and agreed to.

His Excellency the Commander-in-Chief :—* Sir, I move
that the Biil be passed.” :

The motion was put and agreed to.

t

THE INDIAN TARIFF (AMENDMENT) BILL.

The Hon'ble Sir William Meyer:—“Sir, I beg to present
the Report of the Select Committee ou the Bill to amend the Inaian Tariff Act,
1894, and for other purposes. The Report is now in the hands of Members, and
Ineed only e.:phasize one little point, and that is, a slight amerdment we
have made in Schedule IIT.—Export Tariff. .

¢ As I explained in my speech introducing the Financial Statement, we
proposed to provide for a special rate on jute ¢ rejections’ lower than the
ordinary rate. After conferring with representatives of the Jute Trade, and
baving had the benefit of the attendance of Mr. Birkmyre as an expert
witness before the Select Committee, we are led to the conclusion that the
“rejections’ form really a very small portion of theraw jute articles that will
pass through the customs ; that it would be difficult to distinguish in regard
to them in many cases ; aud that, on the whole, it would be better not to
put rejections in a separate category. Fiscally, this will be somewhat to the
gnod, since ‘ rejections’ will now be taxed atthe rate for jute of other descrip-
tions, §.e., other descriptions than cuttings.

“There were other points on which there was some discussion in the Select
Committee. Tho Hon’ble Sir Ibrahim Rahimtoola proposed that there should
be a G per cent duty on piece-goods ; that suggestion did not commend itself
to the Committee as a whole, for the reasons stated in paragraph 2 cf the
Committee’s Iteport. Similarly, a proposal made by the Hon’ble Mr. Stewart
in respect of free railway material which had been ordered prior to the date
from which this legislation ¥s to come into force, and some suggestions he put
to us that the Tea trade was not in a condition to- justify the imposition of an
export duty, were not accepted by -the Committee as a whole. They are
referred to in paragraphs 8 and 5 of the Report.
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“1 should like here to take the op})ortunity of emphasizing'a matter
which I thought I had made clear previously in my speech introducing the
Bill, but which I see is still a subject of ‘'misapprehension, judging, for
instance, from a telegraphic communication I have received from the South
Indian Chamber of Commerce. Well, to take existing conditions, our general
tariff is 6 per cent. and this is 6 per cent. ad valorem. Obviously, in the
case of a great number of articles which are subjoct to fluctuations of price,
it is alike to tho convenience of Government and of trade to have a wvalor,
the amount on which duty would be paid, definitely fixed from time to time.
Otherwise, you would have constant ‘value’ examinations in the customs,
and probably the anomaly, every now and then, of different valuations at
different ports. So when the Import Tariff Schedule of 1894 was framed,
in the case of s great many articles, our predeccssors put down a specific
tariff valuation on which the customs officers were to act. It is perfectly
olear, however, that such a tariff valuation must, from time to time, be revised
with the course of prices. If prices were to rise materially, the existing tariff
valuations would be unfair to the Government as representing the community
2s a whole ; if they were to fall, the tariff valuations would be unfair to those
who have to pay the tax. Consequently, these tariff valuations come under
reconsideration every year and fresh valuations are issued, the Government
of India having power to do this under section 22 of the Sea Customs Act,

~which runs as follows :—

“The Governor General in Council may, from time to time, by notification in the Gazotte
of Indis, fix, for the purpose of levying duties, tariff valoes of any goods exported or
imported by sea on which customs duties are by Jaw imposed , and alter any such values fixed
by any Tariff Act for the time being in force.” N

“The result is that all these tariff valuations that were inserted in the
-existing Act are now ancient history ; they are of no practical value whatever,
and have been superseded by other more recent valuations. When we
framed the present Bill, it seemed to us that there was no use in
stultifying the Government and the Legislature by putting down these
ephemeral tariff valuaiions in the Schedule of the Bill. We shall leave them
to be fixed as before, year by year, under the authority of the Governor General
in Council, Lut subject of course to the general enactment of the law that the
duty levied must represent 7} per cent. ad valorem, or 2} per cent. ad valorem,
or whatever the ad valorem rate may be. Jt is merely a procedure by which,
‘for the beneéfit alike of the trade and of the Customs authorities, the Govern-
‘ment translales, from time to time, into aoctual terms what the value is on
which the duty shall be levied. The clause in the Bill—sub-clause (2) of clause
8—which goyerns the procedure is as follows :—

‘The Governor General in Council may, by notification in the Gazette of India, fix, for
the purpese of levying the said duties, tariff values of any articles enumerated, either specifi-
<ally or under general headings, in the said Schedules as churgeable with daty ad valorem, and
1nay alter any tariff values for the time being in force.’ :

And sub-clause (3) says:— .

i l‘ Different tariff values may be fixed for different classes or descriptions of the same
cle.”

“ As I explained in my speech introducing the Bill, we propose, as soon
as possible after the Bill bas become law, to publish under clause 3 (2) a
Schedule in an alphahetical form for the convenience of the trade aud ot the
Customs authorities, showing the tariff valuations as they were fixed at the last
revision in December, 1915, for thase articles in respect cf which it has been
<ccnsidered necessary to fix such values, and these will remain in force till the
next ‘revision. I trust I have now made it quite clear that the South Indian
Chamber of Commerce are under a misspprehension when they talk of ¢ the
abolition of tariff values and of the introduction of an ad valorem duty all
round’ The duty has always beon an ad valorem duty in these cases, and
remains an ad valorem duty. But for the sake of convenience ths valor,
t]l;e value, 1;;1 fixed for specified periods and then revised, and this will remain
the case still. -
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[ 7B MARCE, 1916.] [ Sir William Meyer; The Vice-President; Sir
Gangadhar Chitnavis. ]

“ There is one moro point I may notice here beeause it has not been the sub-
ject of any amendment, and that is our 74per cent. duty on pearls. We have
received representations from Bombay stating that this will be a great hardship,
in view of the fact that the bulk of the pearls are imported into India from the
Persian Gulf and are then re~exporte£ India is thusa sort of middle-man.
in this business, and those who object to the duty say that, by putting such a
large import duty on pearls, we shall kill the trade, which will go elsewhere.
‘Well, the Sea Customs act provides, ordinarily, that where an article is imported
and then re-exported within a deficite period, 7-8ths of the import duty will be
refunded asa drawback. The article has, however, to be identifiable. Some
of the authorities we have consulted say that the pearls will, generally
speaking, be identifiable ; others are rather doubtful on the subject. We are
not therefore in a posivion to come to a definite decision in this matter. We
propose, consequently, to keep the provision of the Schedule relating to

rls, but to prosecute our inquiries further. If we find that there would
e difficulty in identif)ing the pearls, or that for any other reason the duty we
promse will have a really prejudicial effect on the pearl trade, an effect which
we have no desire whatever to bring about, why then, we shall act under
section 23 of the Sea Customs Act and exempt thiem from duty or give them
certain conoessions. Sir, I now beg to move you to suspend the Rules of
Business to admit of the Report of the Select Committee being taken into
consideration.”

The Hon'ble the Vice-President :— ‘I suspend the Rules of
Business.”

The Hon'ble Sir William Meyer :—“I now move that the
Report of the Seleot Commiteee be taken into consideration.”

The Hon'ble Sir Gangadhar Chitnavis:—“ Sir, the Bill
before us will command general agproval, although the reason why it has
been undertaken is regrettable. The deficit in our finances must bo disquieting,
especially because the Hon'ble the Finance Meml;er thinks it is not likely *
to disappear for some time. Let ushope this fear is unfour}ded. The elasti-
city of the Indian revenue has always been a matter of surprise and satisfaction
both hereand in England, and there is much to be said for the view that its
normal expansion in times of peace will be sufficient to cover all our liabilities.
This optimism is further justified by the fact that a close scrutiny of our public
expenditure would reveal items about the paramount urgency of which opinion
might well be divided. In difficult times like tl}ese, large expenditure on
unproductive construction work would appear questionable. The explanation
does not appeal to me as conclusive. But a_debate on the subject might
embarrass Government, and there is no disposition in any quarter to do this.
We therefore loyally accept the assurance that addition&l_ mxat:ion has become
necessary, and support the present scheme of such taxation with the greater
alacrity in that it 1s based upon an equitable principle of distribution.” And
more than that : it is to some extenta sign that Government is more in
touch with popular opinion. The revision of the tariff has all along been
demanded by us, Indians, irrespective of the question whether or not such
revision is necessary in the exigencics of our public finance. The fact
that it has now become necessary is an additional point in its favour. But
the exclusion of imported cotton piece-goods from the revised tariff must be
viewed with keen disappointment. It is some comfort to be assured that this
Government has tried to dous justice in thismatter ; it is likewise a hopeful
sign that, on conclusion of peace, the whole guestion of the cotton duties and
the countervailing excise duty will be caretully considered, along with the
adumbrated scheme of an Imperial Federation fouuded upon inter-Imperial
preference. We look to the Government of India to show itselt as the watchful
and earnest guardian of our interests in the framing of thisscheme. When
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[ 8ir Gangadhar Chitnavis ; Sir Fazulbkoy [ 7Te MaRrcH, 1916. ]
Curstmbhoy. ]

I moved, in 1913, my Resolution about Preferential Tariffs, I had bardly
expected that the suggestion would materialise s0 soon ; but this war has
proved a powerful solvent of old ideas, and new economio theories have forced
themselves into public attention. It is hatural that a Customs Union among
the different units of the British Empire is already in view. ILetus earnestly
hope its inauguration will be marked at least by the repeal of the unjust cotton
excise duty and a reasonable ,advance in our import duties upon cotton
manufactures. From what we know of the present Viceroy and his Govern-
ment, we have every confidenco that they are doing their duty in imposing the
new taxation under inevitable circumstances. I, therefore, beg to support the
Bill, subject to such remarks as I may perhaps make in support of the amend-
ments proposed by some of my friends.”

The Hon’ble Sir Fazulbhoy Currimbhoy :—Sir, the un-
certainties of the situation both military and financidl, if nothing else, force
our assent to the Bill. In the orisis before us one cannot be sure of the future,
and the sccuracy of the Budget estimates is more or less a matter of chance.
If the military necessities of the Indian Empire do not call for sudden extra-
ordinary expenditure in the course of the next year, the actual expenditure
will not probably exceed the estimated expeunditure. But if extraordinary
expenditure becomes necessary, the actual may far exceed the estimate. On
the revenue side also the same element of uncertainty exists. So much
depends upon the monsoon and the free and unrestricted movements of trade
and commerce. Even the revenue from the customs duties and the export
duties depend upon an adequate supply of tonnage, a factor always uncertain
in war times, hasbecome especially so in consequence of the new methods of
warfare adopted by the enemy and the gradual extension of military operations
over whole Continents.  Precision in calculation of our future expenditure in
these circumstances cannot be counted upon. Our reserves, both here and in
England, must be maintained in their entirety, and any temporary depletion
must be made good at the earliest opportunity. ith all the prudent
management of our finances, for which the Hon'ble 8ir William Meyer deserves
. .all credit, we have still temporary sterling liabilities on account of the Secretary
of State’s borrowings. And the sterling exchange may have for us surprises in
the future ; no one can be sure when, how long, and to what extent the expedient
of the sale of reverse bills may have to be resorted to. These operations, as can
well be realised, however sufficient as provisional arrangements, help to add to
our financial liabilities after the war. A careful survey of the whole position will
thus reveal the fact that the ordinary resources of this Government may prove
inadequate for our needs. However foath, therefore, I may be ordinarily to
support additions to our taxes, especially when they are expected to result in a
fairly big surplus, I fully believe they have become necessary, even though I
hold that our commercial prosperity at the end of the war will substantially
increase our revenue in more directions than one. There may not after all be a
surplus; the yield from the proposed taxes may fall short of the estimate ; at
the close of the next year, instead of having a large surplus to dispose of, we
may have to face a deficit. With restricted scope for loan operations in
India, and the London market practically cut off for sometime to come, it
would not therefore be just to fret at fresh taxation.

¢ Now the necessity of additional taxation premised, Government arrange-
ments must appear well devised to every dispassionate critic. It is olear
Government have done their best under His Excellency’s noble initiative.
The taxation proceeds upon the most enlightened principles of distribution, and
the Tariff Bill must appeal to all as reasonable. It is, in the first place, wel-
come as a concession to public opinion. There has been for some time past a
growing desire in the country for a heavy tariff. Indian public opinion is now, to
all intents and purposes, unasimous about its urgency. But a scrutiny into its
merits is unnecessary. It is obvious that, when additional taxation has beon
forced upon us, considerations of policy at least would justify itsadoption. I do
not, however, think the tariff proposed is after all so heavy. But be that as it



INDIAN TARIFT (AMENDMENT) BILL. 209
[ 7t MarcH, 1916.] [ 8ir Fazulbhoy Currimbhoy.]

may, the Bill means a welcome departure in our fiscal policy.” The next agree-
sble feature of the Bill is that the taxes have been so adjusied as to sccure the
largest portion of the revenue from the rich, just the classes of men who
are able to bear the strain, and who owe all their wealth to the security,
both inland and oversea, ensured by the British Governnent and to the facilitics
of international commerce provided by our connection with that Government.
It is certainly not my contention, neither is it the Hon’ble Finance Minister's
contention, that improvements asregards details are are not: conceivable. The
Hon'’ble 8ir William Meyer himself admits that an enhancement in the
impert dudes upon cotton goods simultaneously with the abolition of the
countervailing excise duty would have Dbeen just and would have been
acceptable to Government. But in view of his explanation on the point,
criticism would not furtber our cause. On the contrary, it might do us harm,
as pointed out by His Majesty’s Government. Hon’ble Members will note that
the abolition of the excise duty is by far the more important of the two ques-
tions, and so long as that is not secured, we cannot gain our point. So far as
the principle and the special needs of the Indian cotton industry are concerned,
it is a comparatively minor' matter whether the import duties upon cotton
goods are raised by a few points or not. It has been felt now for decades,
both by officials and the Indian public, that duties upor imported cotton
goods are required for purposes of revenue, and quite naturally. The value
of our annual cotton imports is enormous. These should therefore be one of
the most productive sources of our revenue. But this source, so far, has rot
been, and could not be, utilised on account of this countervailing excise duty.
Already the excise duty is a clog to the industry, ard even a slight increase in
it would prove positively injurious. As matters stand at present, however, the
two duties go together, an enha tin the customs duty being counter-
vailad by a similar enhancement in the excise duty. The great point accord-
ingly is, the exocise duty must go on principle. And once we succeed in getting
this abolished, we shall have made a substantial advance inthe matter of fiscal
freedom which we all so desire. We feel encouraged that the Government of.
India is with us in this matter, and is fighting our cause with all the weight of
its position and authority. I would not embarrass such a powerful and earnest
champion with ill-timed controversy over this question. Government has the
moral surport of the whole country. Our Congresses and Industrial Con-
ferences have repeatedly demanded the abolition of this excise duty. Non-
official Members of this Council have before now echoed the feeling of the
country. When the war ceases there will be no lack of opportunity to express
once again our united opinion on the subject, should such an expression of
opinion be found necessary. I accordingly hold that no good purpose will be
served by agitating the point now.

«8ir, it would have been well, it would certainly have been more conso-
pant with public feeling, if in the Schedule to the Bill the daty upon salt had
not been increased, and the estimated revenue from the additional duty had been
raised from some other source, say jute. But, on a careful consideration of all the
circumstances, I do not press for a readjustment. I canrot ignore the fact
that Government themselves do not favour an increase in the salt tax. Their
policy has been to reduce it on every accession of prosperity. There is a
consensus of official opinion that the salt tax should be held back as a sort
of reserve to be used only when other resources fail. The traditions of this
Government arc against an increase in this tax because, as the Hon'ble Sir
William Meyer puts it, it hits the poor consumer. It is only fair, therefore,
to assume that Government in this matter have yielded to pressure But as
it is. the additional 4 annas per maund may not prove very oppressive. I
would, however, appeal to Government to repeal it at the earliest opportunity;
and, until that consummation takes place, to see that even in the case of future
necessity there is no further loading, and the necessary additional income is

t by increasing the export duty upon raw jute and jute manufactures. The
on'ble Sir William Meyer has referred to the expert opinion that jute exports
can very well bear heavy export duties. A heavier export duty on jute would
thus have been justifiable even in this Bill, but the cautious advance made by
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Government in this direction is perhaps the most advisable. Thisis an altogether
new tax in India, aad a stiffer tariff in the beginning might have been
productive of unnecessary clamour. It is prudent to watch developments.

 Sir, I must here point out that this Tariff Bill will operate harshly
upon the Indian pearl trade unless supplemented by a Government notification,
under section 23 of the existing Indian Tariff Act, exempting from duty the
pearls imported into Bombay from the Persian Gulf. The imports mostly
come for assortment and expert treatment by the Indian traders and artisans,
and fully 75 per cent of the pearlsare re-exported oversea. Bombay has so
far been the distributing centre of the pearl trads of “the world. The volume
of business done is something enormous. Ahout trro crores worth of pearls
are imported annually into India, while the exports are valued at three
and a half crores, the difference in value being due to increase in value of
the re-exports after being cleaned, refined, subjected to difficult chemical
processes, drilled, sorted and strung, as also to some extent to ouzﬁoings from
old stock. The business gives employmeunt to hundreds of skilled workmen
and traders ; but the whole trade will be diverted from India if the pearls are
not exempted from the new duty. Continental firms, it is well to bear in
mind, are watchful, but up to now have failed to wrest the trade trom us. If,
howaerver,.this 7} per cent duty is maintained, it will bave the sure effect of
discouraging imports into India. This contingency will spell disaster to the
Indian industry and ruin to a numerous body of traders and skilled workmen.
The danger is so great, that the Indian Merchants’ Chamber and Bureau has
wired earnest representations to you, Sir, and to me. It may be urged that a
drawback could be claimed under section 43 of tho Indian Tariff Act, upon
pearls re-exported from Bombay. Seotion 43 no doubt provides for the grant of
a drawhack upon re-exports, but thatonly in the case of goods ‘ capable of
being identified.’” Now, pearls are notoriously incapable of easy identification,
especially because they are imported in mixed bulks. And it was because of
this difficulty that Government have all along exempted them from duty.
Unless similar exemption is allowed on the present oocasion also, and a nntifi-
cation under section 23 issued by His Excellency in Oouncil exempting pearls
from customs duty under the Bill, the greatest injustice will be done to a large
body of useful and law-abiding citizens who bring prosperity to the country by
their industry and skill. I am glad that the Hon’ble the Finauce Minister has
g'ven his assurance that he is going to inquire into the matter, and if it is
found that it will ruin the trade, he will exempt it. -

“In conclusion, I beg to accord my warm support to the Bill under discus-
sion, and, in doing so, I must especially thank the Hon'ble Finance Minister
for accepting the suggestion of the Indian Merchants’ Chamoer ard Bureau,
submitted through you, Sir, and increasing the customs duty upon gold and
silver thread and other silver manufactures imported into India from foreign
countries. The conditions of competition bave now been equalised for the
Indian silversmiths.”

The Hon'ble Mr. Dadabhoy :—* Sir, I welcome this Bill, not
so much for the revenue the alterations in rates provided in it will yield,
but for the evidence it contains of a decided and, I hope and trust, a permacent
change in the fiscal policy of this Government. The present scheme of taxa-
tion, thanks to the sympathetic initiative of the Hon’ble Finance Minister, is
in agreement with the oft repeated suggestions of the people. Public opinion in
India has all along demanded that Government should have a heavy tariff, not
only for purposes of revenue, but also for the protection it is likely to afford to
our industries. With years the feeling has gained in etrength and persistency
until we have reached a stage when opinion Tas become practically unanimous.
But 80 long this Government could not accede to our request, however anxious
they may have been to take the suggested departure. This war, however,
has facilitated the adoption of the desired policy, and now that Government
has launched this new scheme; it is only to be expected that the action should
meet with general and cordial approval. The Indian public will only look
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forward with hope to the maintenance of the increased scale of import duties
for a sufficiently long time. Should the Hon’ble Sir Wiliiam Meyer’'s estimate
of our future liabilities prove correct, all the additional revenue required
may be easily had by judicious handling of the tariff. We sironld be ready to
support Goverument if after a few years the duties cow imposed have to be
further enhanced.

“8ir, it may be argued that even a protective tariff has its disadvantages,
and under prolonged strain its utility might become obscured and the gencral
ublic might become restive; but, thauks again to the judgment the Hon’lle
gir William Meyer has brought to bear upon it, the whole arrangement is so
carefully planned, that the masses will not feel the weight of the imposts so
much as the rich. Barring two items, salt and sugar, the articles ueavily
taxed are exactly those which are used most by the better classes,—people
whose patriotism and broader outlook will prove a powerful corrective of any
feeling of impatience at the duties. About salt, I shall have to speak more
fully later on in connection with the amendment relating to the additional tax
upon it standing in my name. Sugar is undoubtedly one of the principal
articles of food in India, and the increased duty upon it might at first
sight appear onerous to the masses. But, in addirion to the reasons given
by the Hon’ble Sir William Meyer in support of the tax, Hon’ble Members
will be pleased to cousider that locally produced raw sugar or gur forms
the chief article of consumption among the common people. These do not
ordinarily use the imported refined sugar, and, except for use in inoderate
quantity on ceremonial occacions, that is seldom purchased by the simple
villager. Indeed, whole villages would be found without a stock of it even
in pre-war days when cheap beet-sugar ruled the market. It istrue, inflation
in the price of the imported article in consequence of the customs duty
will have its effect upon the local stuff, but the rise in the price of this last
article is bound to be small. This slight rise the people should not object
to pay, especially at this juncture. This is a war towards the cost of which
the rich and the poor alike must contribute, and when the rich cheerfully
accept the higher taxes, the poor have, no just cause for complaint for the
slightly increased demand upon his purse. Besides, the country has all through
the I;ast quatter of a century and more demanded that some sori of pioteciion
should be ensured to the lccal manufacture, the development of which wili
contribute to rural prosperity in many parts; and when the ncwch-needed
protection is afforded by Government in the shape of heavy duties upon
imported sugar, it is not for us to turn ro:.nd and grumble at a slight rise in
prices.
“In the debate on this Bill the main points which call for serious comment
are (1) the retention of the countervailing excise duty upon Indian cotton, (2)
the cmission to levy the higherscale of customs duties upou our cottan imports,
and (3) the exclusion of raw cotton from the new scheme of export duties.
‘With regard tothe first two points, the Hon’ble Finance Member has offered
an explanation about the sufficiency of which difference of opinion is.
permissible. Clearly Government is in no doubt about the iniquily of the
excise duty. Even fivo years ago when I moved in Council a Resolution for
its abolition, indications were not wanting that Government was symypathetio,
and now official opinion appears to coincide with the popular view that
this duty must be abolished on principle, apart from any consideration of
its economic etfect upon the local cotton industry. In a general revision of
the tariff it was to be expected tkbat this would be done. It would have
been well if the duty bhad been abolished. 'The action of His Majesty’s
Government in preventing the abolition must be viewed with keen dis-
appointment throughout the country. The inclusion of imported cotton
iece-goods among the articles liable to pay "the enhanced duties, again, would
ave secured to Government universal support from the people, and this
at a crisis when popular good-will is of the last importance. Here, too, the
policy pursued by the Imperial Government must be characterised as narrow
and shortsighted. But agitation on these points would embarrass Goverament,
and that would not be right. It might also, tosome extent, injure our cause.
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‘We must live in hopes that a decision in conformity with Indian opinion
and Indian sentiment will be come to aftecr the war. It is somethingto
know that this Government is doing its best to secure justice to Ingia.
‘With such powerful support the wishes of 800 millions of people cannot
be disregarded by His Majesty’s Government.

“ With regard toraw cotton, the case is slightly.more complicated.
The Hon’ble Finance Member has drawn our attention to the fact that the
market” for Indian cotton has steadied in the current year in consequence
principally of heavy purchases by Japan, one of His Majesty’s Allies Over
and above the consideration of the possible economio effects of an export
duty upon ootton. diplcmatic considerations must have induced Government
to forezo that duty for the present. It would be unjust to criticise Govern-
ment action without knowing all the facts. In this matter, too, let us hope*
some satisfactory arrangement will be made on the termination of war.

“It may therefore be broadly stated that this Bill deserves tke cordial
support of this Council, barring the slight modification suggested in the
amendments I propose to move. The whole scheme is fair, equitable and
well thought out. In principle it is right. The details also have generally
been settled with care and judgment. I accordingly cordially support the
Bill, with the exception of two particulars in regard to which I shall move
amendments. ”’ :

The Hon'ble Khan Bahadur Mian Muhammad Shafl :—
“t 8ir, I have great pleasure in giving my sugport to the Indian Tariff Bill, not
only because, in the existing abnormal conditions, the Governmeut is perfectly
justified in proposing the additional taxation embodied therein, but also because,
while opening up fresh and perfectly legitimate sources of income to the Indian
Exchequer, it is calculated to afford protection to some of our indigenous indus-
tries, and to promote the cause of temperance. Sir, to my mind one of the
most pleasing features of the Bill is to be found in the list of import duties
it is proposed to levy on articles, which hitherto have found a place in the free
list, and in the enbancement of the import duties proposed in connecgion with
other articles. The hard logic of resultant facts is bringing home even to
confirmed advocates of free trade in. Manchester that an indiscriminate
application of the doctrine of free trade, irrespective of circumstances, to
all commeodities and to all céuntries, is calculated to result not only 1n
material injury in certain -respects, but also to mischief in others. It seems
to me that the proposed enactment, in curtailing the free list and in prcposing
an enbaccement of duty oa others, is taking a step in the right direction.
Coming as I do from an agricultural Province, and being myself a member
of an agricultural tribe, I welcome the enhanced tax proposed to be
levied on sugar and on tobacco as calculated to protect our indigenous sugar
and tobacco industries 8o far as the list of other articles is concerned, I entirely
agree with my Hon’ble friend Mr. Dadabhoy, thai the Government of
India have framed this list with a great deal, of discrimination, and that no
serious objection can be taken to any part of it, except to one important omis-
sion. That omission has been refer:cd to by almost every speaker who has
preceded me, and I entirely endorse tho remarks made by them regarding the
unfortunate omission of cotton goods from the list. of articles upon which im-
port duty is proposed to be levied. At the same time, I recognise that the
Government of India are in entire sympathy, as was apparent from the speech
of the Hon’ble the Finance Member when introduciug the Financial Statement,
with the wishes and feelings of the jeople of this country in regard to this
important matter. I am authorised by the Council of the Punjab Provincial
Moslem League to offer their thanks to the Government of India for their
advocacy of the claircs of India for greater fiscal freedom in connection with
this particular question. It is unfortunate that His Majesty’s Government
have decided to negative the propoeal put forward by our Government. Let
us hope that, when after the termination of the war, this question comes under
review, the Government of India will obtain greater liberty, greater freedom
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_in this particular respect, if not with reference to cotton goods produced within
the Empire, most certainly with reference to cotton goods which are import-
ed into India from countries lying outside the limits of the British Empire.
Sir, I regard the increase in the salt tax, unfortunate and unwelcome though it
is to a very large number of the people of this country, asa war tax pureand
simple, and as such I am sure that the people of this cuuntry will give it their
willing acquiescence. At the same time, I cannot help expressing the wish that,
while so far as the proposed enhancement in the salt fax is concerned, the time
may come, soon after the termination of the war, when the sfatus quo ante
will be reverted to; I trust that the rest of the Indian Tariff Bill, which it is
now proposed to pass into law, will find a prominent place in the Statute-
book of this country. With rhese few words, I cordially support the Bill.”

The Hon’ble Maharaja Sir Manindra Chandra Nandy
-of Kasimbazar :—Sir, I cordially support this Bill to amend the Indian
Tariff Act. We all fully recognise that an enhancement of taxation has
become inevitable on account of the enormous expenditure which is being
incurred from day to day on account of the war, which is severely taxing the
resources of the Empire. ‘l'he only observation I should like to make is, as
regards the raising of the salt duty from Re.1 to Ke.1l-4 per maund. As
the Hon’ble the Finance Member poicted out in his statement wade in this
Council on the 1st instant, the ‘ cnbhancement of the salt tax bas always been
looked on as a reserve to be utilised when war or other financial calamities
should come upon us’ e are in the midst of such a calamity, and, though
we may not be quite justified in opposing the raising of the salt tax, I think
the Council and the country are entitled to an assurance that there will be
no further enhancement of the salt tax in future years, acd that, at the earliest
opportunity possible, the duty on salr. will again be reduced to Re. 1 per maund.”

The Hon’ble Mr. Rama Rayaningar :—* Sir, the Tariff Bill
demonstrates forcibly the anxiety of Government to find money, not only for
war deficiency, but also for employment on the improvement of the people.
'The Bill is welcome in that the duties proposed have the general approval of
the people. If we have to faithfully represent popular views, we cannot but
accord our support to the Bill. There are, however, a few particulars in which
improvement is both desirable and possible. As the Hon’ble' Finance, Member
himself suggests, the exclusion of the imported cotton piece-goods from the
revised tarifl is a patent injustice to India. But the official explanation, for
which we wmust thank Sir William Meyer, will have made it clear to the public
that the course has been adopted by Government with the sole object of
preventing a greater injustice to the country. Evidently sanction to an
enhanced import duty could only be secured on condition that a correspond-
ing excise duty should be imposed upon cotton geods manufactured in
the country. This Jast contingency would certsinly have proved a greater
evil. We wish the efforts of Government had been successful; but
pow -that they have not been, we can only support Government in-
renewed efforts after the war is over; and we hope that in any fiscal
re-adjustment on that occasion, the unjust excise duty should be abolished,
apart from the question whether the import duties are altered or not. We
attach great importance to the abolition of the excise duty.

« Sir, the exclusion from the Tariff Schedule f the machinery imported
for agricultural and industrial development of the country is desirable on prin-
ciple. I taised this question in Select Committee, Lut when the Hon'ble
Member in charge of the Bill reminded “me of the special needs of Government
during the war, and pointed out the inconvenience which the exclusion would
involve, I did mot press the point I Lope, however, that when Governwent
reconsiders this question after the war, this exclusion will receive sympathetic

-consideration.
« With these observations, I support the Bill.”
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The Hon'ble Mr. Madhu Sudan Dass :—* The Tariff Bill is
intimately associated with the Budget which was presented to this Coancil the
other day. It no doubt showsa change in the fiscal policy of Government..
The Hon’ble Members who have spoken and preceded me have referred to the
excise duty on cotton and the import duty on piecc-goods. When the Hon’ble
Finance Member ntroduced the Budget, he delivered a message to this Council
from His Majesty’s Government, and that message was, that a controversial
question like this should be avoided at tLis time. It was a message of peace,
and at the same time this message of peace was accompanied by an assurance
that when the time comes there will be a re-adjustmont of the relations between
India and England, a re-adjustment when India will have ber proper status in
the British Empire determined aud defined. With that assurance, Bir, I feel it
my duty to avoid making any remarks, either with regard to the provisions in
the Budget, or the Tariff Bill which may be misunderstood in other parts of the
British ﬁmpir& This is not the time to say anything which may be construcd
as proceeding from a spirit of retaliation and retribution His Majesty’s
Government promise and give an assurance that the day of reckoning will come
when peace returns to the Empire. Itis notthe time to talk of retaliation or
retribution when the house is on fire ; that is not the time to discuss as to who
contributed most towards the construction of the house, and what amount of
labeur should be undertaken by this person and that person, all of whom are
inmates of the house. It is our duty to do all that we can do to show that we
are loyal subjects of the Empire, that we are interested in upholding the
dignity, the prestige and the honour of the Empire and of our King-Emperor.

“ The Hon’ble Finance Member was pleased, in the concluding paragraph
of his budget speech, to refer to some words in a Resolution which was passed
unanimously in this Cpuncil. Though I was originally responsible for those
words, those words represent the feeling of the whole country to-day as they did
when I moved that Resolution.

< 8ir, our duty as Indians, as to what we have been able to do, is not to be
discussed now. All that we can say is, that the Hon’ble Finance Member
speaks of the salt tax as a reserve to be drawn upon in times of need and
necessity. I should go further, and say that the life-blood of the whole nation
is a reserve upon which the King-Emperor has a right to draw when the
interests of the Empire are in peril. And what can the poor man in [ndis,
who has no control over the Miﬁ:ary Department and who does not control the
war at the present day ragiug over the whole world do ? next to giving his life
blood in the battle-field, what can he do better than gladly accept. a taxation on
one of the necessary articles of daily life ?

“T am glad that the salt tax has been infrodused. I do not say that the
salt tax is ever a desirable tax; I do nof for a2 moment maintain that there
is any justification for the salt tax. On the contrary,.the salt tax in India
has always been considered as a blot on the fiscal policy of the Government of
India. But the salt tax has one redeeming feature viewed from the war stand-
point; it has a feature which certainly is not to be found in any other tax.
The salt tax will affect every Indian, so that by accepting the tax the poorest
Indian, the youngest child, the oldest man contributes to the exchequer of
India to make up the deficit that has been created by the emergenocies of the
war, and we have the satisfaction of saying—India will have the satisfaction
of proclaiming—that she is not wanting in her duty to her King-Emperor.
Once more I refer to the words of the Hon’ble Finance Member that the salt tax
is a reserve. _Yes, let this be considered as a precedent, let the present occasion
be a precedent for the future, that only when the interests of the Empire are in
peril let this reserve be drawn upon, but not for other purposes. Balt is not a
luxury. Thereisa craving for itin human pature, I should say in nature. Even
wild animals lick raline dust. It isnot like other luxuries, for instance tobacco or
wine. There is no danger of a man indulging to excess in salt, or getting drunk ;
it does not lead to any vicious habits ; a Maharaja with his huge income does
not eat one maund of salt and the poor beggar two pice worth of salt. The
enormity of the taxation lies in this fact, that nature has implanted a craving
for salt in man. In India, where saline earth is to be found, the Indian is

)
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tempted by the very soil of the country where he was born. The country
which he tworships as his motherland tempts him. And what is the result, ?
Being a poor man unable to buy salt, if he tales a littlo saling dust, he is sent
to prisun for three months or six months, and the man whosends himn to prison
gets a reward; whereas if a cow were impelled by hunger to trespass on a
farm the cow is only taken into the pound and not sent to jail. Here is the
enormity of the tax. I do sincerely hope that, when peace returns, this blot
on the fiscal policy of the British Government of India will be removed.

“TFor a small man like me to compliment the Finance Member on the
carefulness with which he has prepared the Budget would perhaps be imper-
tinent, but I do feel it all the same because in amending the Tariff Act there
was danger of putting too much taxation in the shape of export duty If that

“were so after the war people might have said the contributions that India
made towards the war fund came from foreigners who paid the export
duty. There has been a very reasonable, cautious and careful adjustmeént
which at least secures to Indin the judgment of the world that, poor country as
she is, poor as Indians are, they have not been lacking in their duty to support
the honour and prestige and dignity of the Empire. We have done all that
we could do. We have proved in the battlefields of Europe that the blood of
a British subject, whether he comes from Canada or from India, has the same
colour. We have proved that the heart which responds to the tune of the
National Anthem is the same whether it is in the breast of an Indian or an
Englishman. Let us wait for the day when peace is restored to the Empire,
when the day of re-adjustment comes, and let it not be said then, let not ary
opportunity be given to any man to say then that in the days of trouble India
was weighed in the balance and found wanting.

¢ VWith these remarks, I support the Bill.”
The Hon’ble Rai Sitanath Ray Bahadur :—“Sir, consider-

ing the exigenoies of the situation and the tremendous sacrifices the present
war has entailed upon the British nation, I must say that the several schemes
of taxation, formula.ed for meeting the deficit, are wise, modest and equitable,
and that the burdens of taxation have been equally distributed among all
classes of people, and as such, coming here as the representative of the Indian
mercantile: community, I beg to give my humble support to the Tariff Bill,
and to add that we, one and all, cheerfully submit to the additional taxes that
are going to be imposed. But I must say that, though the Income-tax has
been more than doubled in the case of higher incomes, this is hardly the
time to murmur and grumble agaiust it, more especially when we see that,
even in the case of salt, a prime necessity of life, a slight increase has been
made. But I do assure the Council that the increase is so slight that it will
not have any effect in raising the price of salt, at least to an appreciable
degree.

« With these few words, I beg to give my humble support to the Tariff
Bill.”

The Hon'ble Sir William Meyer :—* On behalf of Government
I greatly appreciate the way in which our tariff proposals, which I need not
say caused us great trou le and anxiety, have been received- by this Council.
Hore is & Bill of an elaborate character involving, so far as its Schedules are
ooncerned, material alterations in the taxation of the country, which has been
received with general approbation. I mneed not therefore detain the Council
with a further speech. There are certain points in connection with which
I might have spoken, but they will come in on subsequent amendments.

« I will only say this that I fully agree with what has been said by my
friend the Hon’ble Sir Fazulbhoy Currimbhoy and other members, on the
question of the cotton import duties. These members, some of them of long
experience in the Council, have recognised what the Government of India
would have liked to do had they had a free hand. They have also recognised
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that His Majesty’s Government having had to take, as Isaid in my Budgot
speech, a wider view, having taken the interests of the whole Empire into-
consideration, have come to a different decision. His Majesty’s Government
have, on this subjeot, sent to us what my friend the Hon’ble Mr. Das aptly
called a message of peace ; and also, as regards the future, a message of hope.
I would earnestly appeal to the Hon’ble Member who proposes to move an
amendment on this subject to consider whether, by moving that amendment,
by entering into a discussion whioh may provoke criticisms of His Majesty’s.
Gorvernment, which later on those who utter them might regret, he 1ill not
be doing more harm than good, whether such a sourse may not be against the
intevests of India as affecting the future settlement which will have to be
entered into not in any spirit of abstract principle or ruthless bargaining on
the one side or the other, but rather as a question which deals, as His Majes-
ty’'s Government have put it, with the fiscal relationships of all parts of the
Empire as between one another and the rest of the world—a question which
must therefore, if it is to come to a suocessful issue, be dealt with by all sides.
in a spirit of conciliation and of practical give and take. Therefore, 8ir, I
would ask my Hon'bls friend, who.has a certain amendment -on the Agenda
on the subject of the cotton duties, to consider carefully whether it is expe-
dient at present to press it.

“ T conclude, Sir, by once more moving that the Report of the Select
Committee be now taken into formal consideration. *

The motion was put and agreed to.

The Hon'ble Mr. Dadabhoy :—“Sir, the amendment which
stands in my name and which I now beg to move suggests that Government
should dispense with the proposed addition of 4 annas per maund to the
" existing tax upon salt of Re. 1 per maund. I have been 'anticipated to some
extent by scme of the previous speakers, but I propose to put my case
before the Council in a different shape. I do not agree witb some of the
remarks which fell from the Hon'ble Alr. Dass on the subject. It will
at once be seen that this recommendation forms part of a scheme of re-ad-
justment of the tariff duties which has for its central object the relief of the
poor masses at the expense, not of individuals, but of big companies and
merchants in the first instance, and ultimately of the foreign purchasers of
jute, raw and manufactured. Had the preseot amendment stood alone, withoat
auy practical suggestion as to how the loss in prospective revenun consequent
upon the elimination of the additional salt tax could be made up, it might
perhaps be contended that I could not claim a sympathetic hearing either at
the hands of Government or of this Council in the difficult and anxious times
through which we are passing. But fully aliveas I am to the needs of the
situation, I supplement the present recommendation by another which ought
to dispel all fear of loss of revenue. Of that, however, later on.

“Now, about the form of the amendment. It will be noticed that the
addition to the tax is proposed to be made by executive order, as it is open to
Government to do. Under the rules, the excise duty upon salt manufactured
in India can be altered by an Order in Council, and that procedure has heen
followed on the present occasion. The proposal about the abandonment of the
additional tax, therefore, to be effective must be discussed in the course of the
debate on the Tariff Bill. I have accordingly taken advantage of the fact
that imported salt forms a dutiable article in tuat Bill to raise the whole issue
by suggesting that duty at the rate of Re. 1 be levied upon that salt, .., at tho
same rate at which salt manufactured in India is taxed. If this amendment is

“ carried, the excise duty upon indigenous salt will perforce remain unchanged
at Re. 1 per maund.

“8ir,  from the observations I have made in lending my support to the
Bill, it will have becomo abundantly clear that the proposed financial arrange-
ments of the Government gencrally have my wholehesrted approval. I may
also say at once that, even in this matter of the additional salt tax, Government
have evinced great moderation. But one of the points I beg to emphasise’
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hefore the Council is, that the salt tax should be a sort of reserve with us to be

drawn upon only in case of extreme necessity, after all the other productive

sources of revenue have been fully utilised and cxhausted. Mr. Baker, Finance

1);lll:uustel' in 1805, justified his action in reducing the salt duty, inter alia,
us :— .

‘The feature which speciully commends itself to me in the reduction of the duty is the
‘large and valoable financial reserve which it lays by for a lean year.”

“Then there is the consideration that the salt tax weighs upon the
poor. All classes have to pay this tax, it is true, but the major portion of the
revenue from it is contributed by the poorest sections of the community by
reason of their numerical preponderance. That is a propositicn which does
not require elaborate elucidation. I will only cite the authority of Lord Curzon
in my support. In 1905, in justification of the partial remission of the duty
upon salt, he observed—

‘ What is the tax thut touches all classes down to the humblest ? It is the salt tax.’

“ Again, after referring to the principle that surpluses should be utilised to
afford relief to the people, be remarked—

¢ And who are the people of whom I speak ? They are the patient, humble millions,
toiling at the well and at the plongh, knowing little of budgets, but very painfully aware
of the narrow margin between sufficiency and indigence. Itis to them that my heart goes
out. They are the real backbone of our economic prosperity. They give us. npearly 20
millions sterling per anouin in Land-revenue alone, or about onc-fonrth of our entire receipts.”

“Now putting the two extracts together, we get to the fact that, in Lord
Curzon’s authoritative opinion, the remission of the salt tax meant relief
to the masses. The converse is likewise true, and the fact should be frankly
acknowledged that any addition to the salt tax pro fanfo presses upon the
masses. This is a matter of arithmetical proof. As Finance Minister Mr.
Baker pointed out in 2905, every reduction in duty up to that year had been
followed by increased consumption, and every enhancement in duty had
-checked the rate of inorease in consumption. The movements of trade in the
subsequent period confirm the truth of the assertion. Unless an additional
duty of eight annas was felt by the people, it would not have had in the past
a restrictive effect upon the annual normal advance in consumption. In 1889,
the salt tax was enhanced by 8 annas a maund. The rate of increase in con-
sumption during the following quinquennium immediately fell from 668,000
maunds a year in the previous period to 272,600 maunds a year. On the
other hand, the salt duty was reduced once in 1903 and again in 1905, and in
the Financial Statement of 1907 tie effects of the successive reductions
were described in the following luminous language :—

¢Under sult, we had made what scemed to be a liberal allowance for the probable
increase of consumption due to the reductiou of the duty last March. The results have,
however, surpassed our anticipations. By the end of February the issues of salt had
exceeded those of the corresponding period of the previous year by 14,3%,000 mauads, and we
now cxpect that this figure will have risen to |6 lakhs of maunds by the end of the year.
This advance follows cn a very large increase of 17,486,000 maunds which occurred in 1904-
1905, by which time the first reduction of duty made in 1903 bad come into full effect.”

« If past experience and the history of the several changesin the salt tax be
any guide to the future, it may be asserted that an ‘additional duty of 4 annas
a maund will in the same way proportionately affecct consumption. And that
contingency would react upon the revenue, and it may be that the actual
realisation will fall short of the Bulget estimate. But that is the third point
which demands the attention of this Council. And all the three points
together warrant the conclusion that it will be more politic to leave salt
untouched for the present. When I come to deal with the second amendment,
I shall be able to satisfy Hon’ble Mémbers that we have not exhausted the
other sources of revenue. The estimated revenue of £600,000 can be raised
in other ways which, while sparing the masses, will not oripple the
.economic resources of the country. But I cannot dilate upon this aspect of
the question now.
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- ““ 8ir, it is only fair that I should mention two other points which must be
considered by the Council in this connection, and they follow opposite lines of
thought. ‘T'he one is founded upon sympathy with the masses, and the other
derivés its force from an impatience at the immunity enjoyed by them from
the general scheme c¢f contribution towards the cost of the wear. It is argued
that the pressure of the abunormal fingncial conditions due to the war may
compel us to impose upon salt even a higher duty. When that contingency
comes the rise.in price will be so sharp as to be distressing to the poor.
It is far better therefore that the enhancement should be gradual, and in this
view of the case tho additional duty of 4 annas is right. Sir, I con-
cede there is apparently something to be said. for this contention. I will not
say that the cortingency is hypothetical. But, assuming for argument’'s sake
that it is imminent, I submit that, in the interest of the ignorant millions, fre-
quent or even successive alterations in salt duty must be discouraged. Such
changes only introduce some uncertainty in the market, render a stable basis.
of calculation difficult, and help the middleman to fill his pocket at the
expense of the poor customer. The theory of gradual enhancement docs not
hold good in salt duty.- There is always considerable speculation in the
market, and the real effect of taxation upon pricesis, for some time at lcast,
obscured by the operations of bulls. The Hon’ble Finance Member has himself
referred to the speculative ciearances of salt in expectation of this enhance-
ment in duty. Itisa matter of common knowledge that, for every slight
rise in duty, the price of salt goes up out of all proportion to the additional
tax. Only a few weeks ago, at important centres the price of salt becamo
double of what it was before. The imports have doubtless been less for
some time; but making allowance for all factors, it is difficult to believe that
the inflation in priccs was right. Far better, therefore, that the duty which
is found absolutely necessary should be levied all at cnce than that successive:
additions should be made to the existing duty. This last course will only lead
to large acoumulations in the hands of the speculators which can never be
advantageous to the poor. When stocks are held up prices naturally rise.

“ But however divided opinion may be on the question of the relative
merits of gradual enhancement and sharp enhancements, I would claim
earnest consideration of the question of the suitability of :he salt tax in the
light of the principle I have submitted to the Council, that this tax should be
treated as a reserve to be utilised in the last resort. Judged in that way the
time for enhancement has not come. We have certainly not exhausted our
other sources of revenue. I would therefore ask Hon’ble Members to decide
that the proposed enhanced duty should be abandoned, let it be on the under-
standing that I undertake to show in connection with the second amendment
that the revenue can be raised in other ways.

«The other points, namely, that the poor must contribute to the State
Fund along with the rich at this time, hardly needs elaboration. Were it a
fact that the agriculturists do not pay towards the cost of administration, in-
cluding defence, anything except the Land-revenue, even then they would be
entitled to rcuosideration, because the Land-revenue alone accounts for one
quarter of our revenue. Bat it is not a fact that other taxes besides the salt
tax do not touch them. These people at least contribute w the revenue from
the customs duties. The bulk of the excise revenue and of the revenue from
stamps is realised from them, and they contribute a substantial portion of tha
railway revenue.

“ Sir, I bave one other submission to make before I place this amendment
formally before the Council. With all the additional taxation provided in the
Income-tax Bill, and the Indian Tariff Bill as -iso by executive order, the
Hon’ble Finance Member expects to.close next year with a surplus of £1
million. And this figure greatly exceeds the expected revenue from this
‘tax of 0-4-0 annas a maund upon salt. What is the dificulty then of
dispersing with this tax ? Without it there will still be a surplus of £100,000.
The additional salt tax is wanted only to swell the surplus, and that is a
principle of taxation to which few will be found to subscribe Taxation with
a view to provide a surplus is in itself a policy of doubtful wisdom, and when



INDIAN TARIFY ('.\AL'ENb)lIEN’P) BILL. 219

[7Tu Marcr, 1916.] [ 2fr. Dadabhoy; Sir Gangadhar Chitnavis; Sir
Ibrahim Rahimtoola; DPandit l{ud(m Mohan
HMalaviya. ]

the article selected for such taxation is a commodity of prime necessity like
salt, it becomes indefensible. I accordingly move :— N

‘That in column 4 headed ‘ Ratc of duty’ ngaiust item 89, Part 11, new Schedule II,
for the existing entry against that item, the ligares ¢ 1-0 * shall be substitntzd.”

The Hon’ble Sir Gangadhar Chitnavis:—*“S8ir, the amend-
ment has my support. The Hon’ble Mover represents, to a large extent, the
popular view, and there is much to be said in its favour. I do not ihink the
extra 4 aonas a maund will force up prices abnormally high. The Hon’ble
Mr. Dadabhoy, too, does not justify tho proposed change on that ground. He
has said in the speech he made this morning that where the rich bave cheer-
fully accepted their responsibilities, the poor should not grumble if there is a
slight increase in the poor man's burden. But sufficiency of salt being one of
the p.incipal conditions of healthy existence both for men and cattle, too great
care cannot be taken to see that the duty upon it is not raised without the gravest
necessity ; in other words, salt should be taxed in the last resort. This contin-
gency, in the opinion of some people, has not arisen. There are still other
sources of revenue not fully used up. I would, therefore, request Government
to consider if this tax could be withheld, and the loss of revenue that may be
caused by accepting this amendment might be made good by raising the tax
on some other commodities.'

The Hon’ble Sir Ibrahim Rahimtoola :—* Sir, I am entirel
in favour of retainicg the salt tax at the present figure of Re. 1 per maunl,
and I have given notice of a Budget Resolution to that effect. I did not
anticipate that the question of the salt tax would beraised in connection with
the Yariff Bill. : .

*“ The increase in the rate of the salt tax is made under the Salt Act, which
gives Government disoretionary powers to regulate it up to-a maximum of, I
think, three-and-a half rupees. I therefore thought that, as no legislation was
necessary for the increase of that tax, the proper procedure would be to move
a Budget Resolution on the subject. And, Sir, that would have facilitated
matters. We would have known by that time whether the Tariff Act was passed
in its entirety with or without any modifications, and whether the Income-tax
Act also was passed. We would bave then known what the state of the Budget
Estimates for the ensuing year wouid have been, and it would have helped us
to consider the question of salt taxation on its own merits after fixing up all
other items. However, as the subject has been, raised on the present occasion,
I do not wish to dilate upou these matters, as the whole scheme of increased tax-
ation will bave to be considered. I will confine myself on the piesent oceasion
by saying that I am in favour of retaining the salt tax at Re. 1 per mauud,
and I beg to submit that there are very strong reasons in favour of it. But,
with your permission, Sir, I will raise that question when dealing with m
awendment, and when speaking on the Income-tax Bill. At present all T msi
to say is, that 1 am in favour of retaining the salt tax at Re. 1.”

1

The Hon’ble Pandit Madan Mohan Malaviya :(—“ Mr. Vice-
President, I give my hearty support to the awendment which is before the
Council. It seemssuch a pity that a Budget which is marked with so much
sanity and considerateness, as the present Budget is, should havo one feature
init which is exposed to serious attack. I do not know that there have besn
many Budgets which have been received with so much §encml satisfaction
as the Budget which Sir William Jleyer has presented to this Council.
'I'hat seems to me an extra reason why the amendment should be pressed
on the attertion of the Govornment. I do not wish to cover the same ground
which has beex traversed by my friend Mr. Dadabhoy. I think two points
are clear. In the first instance, there are other articles upon which a duty can
be imposed more justifiably than upon salt. In the second place, as it is after
all a surplus which is being provided for, the surplus might be a little less than
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what is provided for in the Budget. On both these grounds, I beg Government
to take the matter seriously into consideration. Thore can be no dispute that
the amount by which it is proposed to increase the salt duty is moderate. It
has been fixed very considerately, and for that the Finanoe Member and the-
Government of India are entitled to our gratitude But what I submit, and.
several other members have submitted, is that there is not such a clear need for
Eutting this extra burden upon the poor, and that therefore the matter might well
c reconsidered. This is hardly the time, speaking on an amendment to this
Bill, to go into the general question of whether the amount that has been
budgetted Tor was actually necessary, whether by further curtailment, bya
further general retrenchment of expenditure, the amount could not have been
reduced ; but taking it assettled that this amount must be found, we are entitled
to say that, as there are other articles upon which the duty might more reasonably-
be increased, and other ways in which the amount needed may be found, the
duty onsalt should not be increased. I hope the Government will take this
matter into serious consideration, and not throw out the amendments as-
they are generally thrown out merely because the thing has once been settled.”

The Hon’ble Sir William Meyer :—* Sir, I have greatly admiied
the ingenuity by which Mr. Dadabhoy has succeeded in getting the salt duty.
within the scope of the present discussion. There is, however, one little
development which, with all my friend’s ingenuity, he has not perhaps quite
appreciated, or the Council either. The Schedule, as it stands, says that
imported salt shall be subject to tho same rate of duty as is imposed by exe-
cutive order of the Governor General in Council on salt which is produced in
India. Well, we have already issued a notification that salt produced in India
is to be taxed at Re. 1-4 per maund. Mr. Dadabhoy now proposes that, in this.
Schedule to the Tariff Bill, we should limit the rate of duty on imported salt
to Re. 1 a maund, and therefore he is giving a preference, 1 am sure not deli-
berately, to the imported article. That of course is a debating rather than a.
praciical point, for I have no doubt Mr. Dadabhoy would argue that, if his pio-
posal were carried, the Government would be necessarily led to amend the
excise rate also : but I menption it as an instance of what may happen if you do-
not very careful:y consider amendments which you have to suggest, and if’you
do not consider their eventual as well as their immediate effects.

« 1 have shown in my speech on the Financial Statement that the taxa-
tion of salt is not a matter which the Government of India have taken up-
lightly or ivadvisedly ; thatit was only after careful consideration that we:
made the small riss which, some Hon’ble Members have admitted. ~:ill not in
itself aifect prices much ; ard, even so, that the taxation will he lower now
than it was uine years ago in a period of peace, and far lower than it was in the
time of Lord Curzon, from whom Mr. Dadabhoy has quoted. I must remind
the Council that, at the commencement of Lord Curzon’s Viceroyalty, the-
salt duty stood at Rs. 2} per maund. It was reduced to Rs 2 in 1903, and
to Rs. 14 in 1905, shortly before Lord Curzon left office The reduction to
Re. 1 took place later. It has been adwitted by the Mover of the amend-
ment that one object of these successive reductions of salt tax—he quoted
one of my predecessors, Sir E. Baker, to that effect—was to provide a
financial reserve against lean years. I gather, however, that he thinks
that the years are not yet sufficiently lean to justify our drawing upon
this reserve. Well, if 5o, Lc is very hard to please. We had a big deficit
in 19i4-15; we have another big deficit this year though, thanks to the-
exemplary conduct of our railways, it is not so larze as was originally
anticipated ; and we have a still larger deficit to face in 1916-17. W'e have got,.
besides that, aload of temporary debt which we incurred rather than impose
taxation hefore we felt actually obliged to. Well, I ‘may a position like this
is emphatically a position in which we are entitled to draw on our salt
reserve, and so far from the drawing being unjustifiable, I cau olaim
some credit to the Government in that they have tuken so little from
salt. The Hon’ble Mover quoted statements” by predecessors of mine as.
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to the immediate effeet of the reduction of salt duty on prices, and he argued
therefore that there will be a counter-effect through an enhancement. Certainly,
after the reductions from Rs. 24 to 2 and Rs. 2 to 1}, the Government of
India had evidence that thesc reductions of auty were materially affecting
both prices and consumption. But now let me quote what was said by
my predecessor in respect of the year 1908-09, shortly after the salt duty had
been reduced to its existing pitch of Re.1l. JTn introducing the Financial
Statement for 1909-10, and in dealing with the Revised Estimate for 1908-09,
8ir Guy Fleetwood Wilson had to comment on the salt revenue, which, was
considerably less than had been anticipated in the Budget, and he said :—

‘ Jiver since the recent series of reductions in duty began six years ago, there has been a
steady annual increase in consumption. A.point, however, seems now to have becn reached
at which the purchasing power of the people is affected much more by agricultural eonditions
than by the purely nominal rate of duty.’

I think that this applies still ; that prices and consumption are affected much.
more by other circumstances than by the small rise which the duty itself
brings about. For example, Mr. Dadabhoy talked of the large increase,
recently, in the price of imported salt. That is purely due to considerations of
freight—that is special conditions caused by the war ; and any increase which
‘is contingent on the rate of duty will be trivial compared with what may be
brought about by the dislocation of freight. I am happy to believe, however,
that the supply of imported salt will presently resume its normal proportions.
Imay reming the Council, Sir, that, as ¢ every cloud has a silver lining,” I believe
that the riss in the price of Liverpool salt has materially enhanced the demand
for Madras salt, and probably for Northern India salt also. Mr. Dadabhoy, in
dealing with the finaticial aspect, has two strings to his bow. I will refer in
general terms, as he has himnself done, to the amendment which he is going to
move as to jute, and by which he offers to supply the Government with the
revenue that they would lose under his present proposal. We shall come to that
amendment in due course ; but it is only fair to the Council that I should say
now that we have considcred the matter, and we think that by imposing
export duties, amounting approximately to 5 per cent on the jute trade, we
are doing as much as we can reasonablydo. That if we were to double the
duties, as Mr. Dadabhoy proposes, we should diminish the volume of trade to
an extent which would inevitably hurt the producers, the Bengal ryots.

“ Then the Hon’ble Member says, ¢ Oh, but apart from that you have too
much money ; you have a surplus of a million pounds, ycushould have less ; you
can do with £400,000.” I can only say, as responsible for the finances of India,
that I could not possibly agree to such a proposal at a time like this, when we
are subject to all sorts of unforeseen coutingencies. We have to grope very
much in the dark in some cases as regards our estimates. As the Hon’ble Sir
TFazulbhoy Currimbhoy put it very well a little time ago, you cannot have
precision in oircumstances in which ordinary data do not apply. 'Lake the
current year, for instance, we had a large jncrease in military expenditure
which had to be accepted as a mnatter of necessity. Latterly, railway receipts
rose to an extent that no reasonable person could have predicted beforehand ;
if anybody had said a year ago that railway receipts would have reached their

resent figure, he would have been laughed at. 'We have had then, to provide
or an increase in military charges whioh has been more than counterbalanced by
railway receipts. But supposing it had not been so, supposing that against the
increase in military charges, railway receipts had only corze to very much
what we expecied in the Budget—well, we should then have had a deficit of
about 4 millions this year. In the year for which we are legislatiug, 1916-17,
wo don’t know what a day may bring forth ; we may have to make furtlier

rovision for military charges—circuwstances may easily occur in which we may
Eave to add to them ; and on the other side, railways may not prove so success-
ful from a financial point of view ; alsv ag the Hon'ble Sir Fazulbhoy
Currimbhoy indicated, our Customs revenue may fall to a larger extent than
we have antioipated, and there is the question of the monsoon. We have
anticipated a normal South-west monsooun : we hope that it may be so—
may, that it may be abundant ; but it may be that it will be unsatisfactory.
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With all these contingencies hefors us, with no possibility of borrowing from
home, and with & large load of temyporery debt hanging over us, we should not
be doing cur duty io the country if we werato sny that we can sail safely
through with an estimated surplus of only £400,000.

« For thess reasons, Sir, I am unable to accept the amendment.”

The Hon'ble B3r. C. Vijiaraghavachariar :—* Sir, it scems
to me that this amendment relating to the duty con imported salt can be
zeparated from the question relating to the incieased tex upon salt maou-
fectuved in this couatry. ‘I'ns rate of duaty on the'fermer is as follows—*the
rate at which excise duty is for the time being leviable on salt manufactured
in the place where the impert takes placs . Under section 7 of the Act the
Governor General ic Ceuncil i3 empowered to impose an excise duty not
exceeding Rs. 8 per maund  Under that section 2 notification was issued
ou the 1st of this month increasing the duty by 4 aunas per maund, and the
Tariff Act says—and the present Bill rataius this provision—that there being
this autcmatic relation beiween exciee duty and the duty or imported salt, the
latter duty is also increased to the same extent. If the amendient is accepted,
it puts an end to this relation. The smendiceat urges that in column 4
beaded ‘Rate of duty’ against item 89, Pait II, mew Schedule II, for the
ezisting entry against that item the figures ‘1-0° shall be substituted. It does
10i in the least affect the notification issued by the Governmewut of 1ndia on the
15t of Maich this year. If we accept the amendment, we get rid of the
_entry which establishes a relation between ilie two kinds of duties. I
believe to that extent this is a mischievous fisnal principle, namdly, t)-at the
duty ov imported salt should be the same ae the duty on salt manufactured
in Iudia. If we get rid of this mischievcus principle, I do not see that any
serious consequeaces will follow, that Governmeat revenue will lcse or that the
amendment will producs the disastrous cobsequonces which the Hon’ble the
Finance Member has humorously pointed out. Without going into the ques-
tion whether Re. 1 or Bs. 1-4 is & fair tax, or into the general question of the
oxpediency of an increased duty on salt manufaotured in this country, I fecl
I am in a position to support this amendment becanuse it virtually and by
necessary inplication, gets rid of a vicious fisca: principl2.”

The Hon'ble Khan Bahadur Mian Muhammad Shafl :(—
sSir, I would appeel to my Hon’hle Friend Mr. Dadabhcy to withdraw the
aendment which is now before the Council. . My reasun for making that
appeal to him is this—tbat if the figures which he suggests should be substi-
tuted for the words which find placs in the fourth column as against this
"particular head, the resulf. will be that, supposing after the termination of
the war the Governmert of Irdia is in 2 position to reduce the salt tax to a
figure below Re. 1, then ‘n that case 2 furtbher amendment to this Indian
Tariff Act will heve to be intrsduced in this Council in order to set matters
right. Now, whereas such an amendment as regards salt mauufactured in
this country can be brought sbout by merely an Order in Council, to give
this Council the trouble of introducing an amending Act such a short timne
88 one or two years after the passing of the present Aot,‘ would be opposed to
“all notions of sound lsgislation.

“ 8o far as the views of the Hon’ble Mr. Achariar are concerned, I do
not propose fo liscuss them at all. The object whick my friend Mr. Dada-
bhoy has in view has my hearty surport, but £ think it can be achieved in
s much better way, as sugeested by the ¥on’bls Eir Ibrakim Rahimtoola,
ic the form of a Resolution in counection with the Budget. The method
adopted by Mr. Dadabhoy will result in two thiugs: first, it will reduce the
duty in imported salt unmecessarily, and, in the second place, it will
necessitate a ferther amsndment of the Indian Tarif Act if, after the termina-
tior of the war, the Government is in a positiun to reduce the sait tax by means
of an Order in Council TUinder these circumsiances, I think that the view
taken by Bir Ibrahim Bahimtoola is really tho better of the two.”
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The Hon’ble Mr. Dadabhoy :—S8ir, T aw sfraid T cannot aid
very much to what I have already seid or this very important subject.
The Hon’ble Tinance Minister. has rightly taken exesption to the form of my
amendment ; but I think that to a cerfain extent the explanation which T

ropose to offer has been partly giver by my friend the Hen’ble Mr. Achariar.

t was my great desire that a fuli discussion cn this very important subject
should take place, and that the Government should be in possessicn of the
opinions of the non-official Members of thiy Council regarding it. There was ne
other way of forcing this discussion in the debate on the Tariff Bill, except by
putting my amendment in the foim in which I have presented it. I am of
opinion, and the Council will agree with me, that -2s these Bills were brought
up for final discussion, if any practical or useful result was to icllow. it wae
necessary that this discussion should tale place before the Bills became ths
law of the lJand. The discussion on this subject on the 9th instant wouid
have been only of an academical character, and would not have helped either
the non-official Members or the Goverament in auy wey. It was for this reason,
and in order to get a beiring in time, that I drafted my amendment in thie
manner, perfectly confident that if Government removed the extra duty ca
imported salt, they would necessarily bave to reduce the duty on Indian salt.
It would have been an inconsistent position for Government to take up to con-
tinue the duty on Indian salt nd to throw up the duty on imnported salt. Sway-
ed by this consideration I framed vy amendment iv its present form, and there
was no desire, as suggested by the Hon'ble Fivance Minister, tc put imported
salt on a footing of advantage.

“ Now, Sir, as regards the merit cf my amendment, I must say that I
heard with the greatest interest and with very great respect what hes fallen
from the Hon'ble Finance Minister, but I must say that I am not able to agree
with him in the conclusions he has drawn. His justification, Sir, for the
imposition of ‘this tax is this, that he had last year big dcficits in t\}e antici-
pated revenue. It has been further contended that the duty, though increased,
now stands lower than it was nine years ago. Is that any answer to the prin-
ciple of the tax? Ihave pointed out that, according to the deliberate pronounce-
ments made by this Government from time to time, it is settled that this tax
is to be kept as a reserve in case of urgent necessity. I am afraid the Hon’ble
Tinance Minister has taken a very pessimistic view of our financial position.
I believe that at the end of the year there will not be any deficit ; but T expect,
on account of all these taxes, there will bea large surplus. T am sure ths
Hon’ble Finance Minister does not waut thir Council to believe that in having
this taxation and in estimating this Budeat, the exact revenue that would be
yieided by this additional taxation has been counted upon. I have been in this
Council for some years, and if my knowledge counts for anything, I have
found that i all Budgets, in estircating Lhe revenue, the Government allow
a margin of ten per cent., and I have no doubt that if that margic is taken
into consideration, the revenue which would be obtained from the general
increase of taxation would be very considerable.

« The Hon’ble Finance Member has very rightly referred to one subject on
which I am entirely in agreement with him. He has stated that we are un-
aware to what extent our military expenditure is likely to increase. I quite
see the force and the wisdom of this remark. I well helieve it is possible that
developments on tl:e frontier or other affairs might leadd ns into extra expen-
diture ; but it would have been better if the Hon’ble TFinance Minister had
taken the Council into his confidenrce, and had made it clear irn his opening
statement, that he iequired t7is money for future expenditure in connectiox
with our frontier and other difficulties.

« 8ir, at this stage it would not be possible for me to go into the other
Resolutions. I have placed a constructive soheme before Government. I do
not ask that our revenue should be lost in ‘any way. I freely acknowledge,
and 1 am fully conscious of, the fact that we are at present in a state of crisis.
Everything in our power should be doue to husband our resources and to
collect the available revenue; and we must be prepared for any emergency
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ihat may ariso. But, by a little more care we could have readjusted our
taxation'in such a manner that it wonld have yiclded the revenue which the
Government wants without in the least causing any diffioulty, oppression or
inconvenience to the mssses. :

« Sir, I know the fato of my amendment : it will be lost. But my ohief
object in bringing it forward was, that my Hon'ble friend the Finance Minister
should not be tempted next year to put a further additional duty on salt;
that he should be aware of, and he should know, the opinions of the country and
of the Non-official Members of this Oouncil in this matter. I think it our duty
to help Government in every possible manner; we are pledged to support the
Government. The whole country wants that our enemies should be orushed,
and that all possible sacrifices should be made by us. We are prepared for
-gacrifices ; we do not wish to cause any embarrassment to Government b
showing to the foreign public that officials and non-officials to-day are divid
on any important matter. From these considerations, I withdraw my amend-
ment ; but I hope that the Hon'ble Finance Minister will be pleased to bear in
mind that behind this amendment there is a larze volume of public opinion
which considers that this tax is obnoxious and euntirely unjuatiﬁaﬁle.

¢ With these few words, I will ask you, Sir, to give me permission to
withdraw my amendment.” -

The amendment was, by permission, withdrawn.

The Hon’ble Sir Ibrahim Rahimtoola :—*“8ir, I beg to

move—

‘That in column 4 headed ¢ Rate of duty ’ against item 61, Textile Pabrics, Part II,
pew Schedule II, for the figures and words ‘ 3} per cent’ the figure and words ‘6 per vent’
-shall be substituted. * .

“In moving this amendment I take due note of the appeal which the
Hon’ble Finance Member has made to me not to press it. I would have will-
ingly acceded to that appeal were it mot for the fact that I am placing  this
amendment before the Council with more than one object. Tge principal
object with which I wish to place this amendment before the meeting, is to
give ression to the views I hold in regard tothe scheme of additional tax-
ation which is under the consideration of this Council, and I cannot v
well therefore accept the appeal and not place my amendment before the
meeting. The other object with which I wanted to place this amendment
.before the meeting, was in connection with the pathetic admission of help-
lessness which is contained in the Finance Minister’s lucid and cloquent
Finzncial Btatement, and with which I entirely sympathize, partioularly so,
as the position is that the Government of India have the advan'age of
representation and hearing before a final-decision is reached by .the Secretary
of State, while we, the Non-official Members,- have to submit to the decisions
in some cases arrived at by the Government of India on our Resolutions
without knowing our reasons. 8ir, in view of our own helplessnédss, you can
appreciate that we cordially siympat]u’w with the helplessness of the “Govern= -
ment of Indiain this particular respect. -

“I wanted also to add that we gratefully acknowledge the service which the
Government of India has done to the people of this country in correvtly repre-
_senting the views of the public before the Secretary of State in this matter, and
T hope that in future they will continue to reflect the public opinion in India
and press to the notice of the Secretary of State the strong views and con-
victions held by the people of this country in fiscal and in economic matters.
8ir, in view of the appeal made, I will largely modify the remarks I intended
- to make in connection with this aspect of the question. I recognise the desir-
ability of not raising any acrimonious or contentious discussion on the attitude
_adopted in regard to the cotton excise duties by the Becretary of Stato. If I
have another opportunity, I will reserve my remarks for that occasion.
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“Tho reason why I have brought forward this amendment is to provide
the necessary additional revenue for the purpose of bainging about an equili-
brivm in the Budget cstimates for the ensuing year. The estimated deficit is
£2,600,000. The estimated revenuc from the ameondment of the Tariff Act
will bring in £2,100,000, so that there will still remain a deficiency of £500,000
beiween the estimated deticit and the additional revenue obtained under ihe
Tariff Act. AsIsaid, my sccond object in bringing forward this amendment
was to provide the necessary additional revenue of over £500,000 which will
be secured if m?' amendment is carried, and in that way our expenditure and
our revenue will equibalance. T do so for this reason. I wish to submit that,
having secured an equilibrium in our finances, there is no justification for either
the amendment of the Income-tax Act or the increase of the salt tax. If you
secure, as I waut the Government to secure, by my amendment, the addi-
tional revenue of £300,000, bringing the total revenue up to the total estimated
expenditure, we will have a Budget with practically the same amount of
revenue and the same amourt of expenditure, and the case for further taxation
in regard to income-tax and salt duty would then, in my opinion, notstand.
Sir, I do mnot propose to deal with that question on the present occasion,
but I will reserve my remarks in «pposing the principle of the Income-tax Bill,
and I will then try to explain why I feel that the Budget estimates, where
expenditure and income equibalance, or even where, if my amendment is
defeated, after I have offered the additional revenue it would be best in the
interests of Government as wcll as the country,to have a deficit Budget of
£500,000. The resporsibility for the deficit will be theirs if they reject my
amendment, becanse I am providing by this amendment the additional
revenne which they require from a source, be it remeinbered, in regard
to which the Government of India are themselves agreed, and in rezard
to which there is practically a unanimous feeling in the country. So that
the position that arises is this. The Governmment of India come to-this Oouncil
and announce that their Budget estimates show that during the next year
there will be a deficiency of £2,600,000 ; their revenue proposal in regard

“to the Tariff Bill will bring in a revenue of £2,100,000, and they therefore
~ want £500,000 more to make up the deficit and a million more for the surplus.
1t is for that reason that they want an increase in the income-tax and an in-
crease in the salt tax. Sir, I beg to submit that we, the Non-ofticial Members
are quite willing to agree to provide the necessary funds by additions] taxation
to theextent of your estimated deficit, that is £2,600,000, and that the differ-
ence between the estimated deficit and the 12venue under the Tariff Bill can
easily be made up by increasing 1'.> duty on textile fabrics imported into India,
both from Great Britain and Japaa by the same standard of iucrease to which
every other commaodity is going to be subjected. If taat is conceded, then there
is an equilibrium between revenue and expenditure, and no case remains for an
income-tax increase or for the salt tax increase except to provide a surplus. As
I said, I do not wish to go into that question on the present occasion;
I will dexl with it in opposing the Income-tax Bill My present object is to
offer to Government in tho shape of this duty—a duty which, as I have already
stated, is favoured by the Government of India and is acceptable to the
country—additional revenue fron that source.  Sir, it appears to me that it is
rather bard that when the Government of India waut the revenue, when
the count'y is willing to agree to give them that additional revenue
from n source which is agreeable to themselves, that they should be debaired
from doing so and in that way necessitate the proposal for the increased salt
tax. I should like to point out that the refusal of the Secretary of State to
allow us to get £500,000 irom this source is really responsible for the
increase in the salt tax against which so much feeling has already been
expressed in this Council. The revenue frem the increasc in the salt tax
is  £600,000, while from this source anything between £500,000 and
£550,000 may well be expected : so that this refusal is tantamount to ordering
an imposition of an additional »5 per cent on the salt tax, a thing which I do
not think, can, in my opinion, be justified. Sir, I am restraining mysel{ con-
siderably ir view of t"» anpeal made to me, but if for any reason the standard
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of increased taxation is applied to textile fabries-——that is to say, under the
present standard of import duties we are levying a 5 per cent ad valorem
duty on imported goods while textile fabrics pay only 3} per cent—if the
standard is going to be increased and we are to have an all-round increase
of 2% per cent in the standard, raising it from 5 to 7% per cent, all I want is
that the same standard should be applied to textile fabrics. Under a standard
of 5 per cent the rate of duty for textile fabrics is 3% per cent 1 therefore
say that, when the standard is raised to 75 per cent, the rate of duty on textile
fabrics should be raised to 6 per cent, that is a general rise of 21 per cent all
round.

“ Then, Sir, be it remembered that this increased taxation is for revenue
purposes. Under ordinary conditions there would have been hardly any
justification for increased taxation. Under present conditions India, along
with other component.parts of the British K¥mpire, has suffered and is suffering
in consequence of the war. and it is because of war conditions that justification
is found for increased taxation for purely revenue purposes, to make up a
deficit in our expenditure. Surely, 8ir, that was one reason why, under
present conditions, with a Coalition Ministry and a Secretary of State, the
son of the champion tariff reformer, we might bave been allowed to arrange
our revenues in accordance with the sentiments of the Government of India
and the senliments of the people of the country. We are asked to await the
readjustment that will take place after the war in regard to our fiscal matters.
Sir, hope is eternal and we live in hope, but I do trust—I am not dealing in
detail with the reasons that have been advanced—tbat the Government of
India will forcibly bring to the notice of the Secretary of State that the
feeling in the country is strong and insistert in favour of fiscal freedom, and
that they will not be satisfied by any reasons of the kind that have been
advanced now and in the past ; that they desire that India shall ecoromically
rise and be free to levy taxation in directions most suitable to themselves,
to their views and to their sentiments.

“ Sir, I trust that my amendment will be accepted, and that we will have
a Budget in which the revenue will balance the expenditure, and there will be .
no additional taxation on incomes or salt. For these reasons, Sir, I will put my
amendment to the Council, in the hope that the financial re-arrangement that
will be ultimately adopted by the Government of India will be such as to be
acceptable to the people of this country. I may, in conclusion, say that if for
any reason it is impossible for the Government of India fo accept the amend-
ment, I should very much like them to consider an export duty on raw cotton
in order to give them sufficient to make up the deficit, on condition that there
shall be no increase in either the income-tax or in the salt tax.

« With these remarks, I beg to place my amendment before the Couneil.”

The Hon'ble Pandit Madan Mohan Malaviya:—“1 sup-
port the amendment which has been moved by my Hon’ble friend Sir Ibrahim
Rahimtoola. I know very well that with the expression of opinion which we
have before us of the Hon’ble the Finance Member of the Government of
India, there is absolutely no chance of this amendment being accepted by this
Council as it is constituted. And yet if I think it my duty to join with my friend
in supporting it, it is only to record a protest, a respectful but firm protest,
against the action of His Majesty’s Government in this matter.

“ Sir, we fully realise the position of the Government of India. We feel
grateful to them for having placed our view of the matter fully and clearly
before His Majesty’s Government ; but we wish that His Majesty’s Ministers,
the Secretary of State for India and others who might have advised him in this
matter, realised how their refusal to permit the Government of India to make
a material increase in the cotton import duties is regarded in India. They have
done so'on the ground that, in their opinion, the raising of this question at the
present time would provoke a revival of controversies at a time when they
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specially desired to avoid them, and that this might prejudice the ultimate
settlement of the larger issues raised by the war. But if, Sir, this gives us an
idea of the way in which the settlement of those larger questions after the war is
to be made, I must say that I do not feel happy or hopeful. Here is the present
crisis, when in order to meet the new deman(és which have to be met owing to
the conditions generated by the war, the Government of India have to_resort
to additional taxation. They have to resort to taxation not in one direction
but in various directions, to taxation from top to bottom ; to taxation which, it
may be said with perfect truth, does not leave one single man untouched in
this country. 1f at such a juncture, the Government of India made an appeal
to the Government in England to allow them to increase the import
duty on cotton goods, as the import duty on numerous other articles was
being increased, there could not be a more reasonable, a more just, request
made to them. And what is the reason for which this request has not been
granted? Because, say they, there is likely to be a controversy over it, but
a controversy is not avoided by refusing a reasonable request. It would
have been avoided to a far greater extent if His Majesty's Ministers had
recognised that this was jast the time when, in view of the very stringent cir-
cumstances in which we were placed, in which we were driven to resort to
taxation of numerous other articles, they should in fairness nave allowed us to
increase the duty on cotton goods.

“ It has been said, Sir, that after the war, the question of an Inter-Imperial
trade is to be taken up, and in that connection one cf the speakers, the Hon’ble
Sir Gangadhar Chitnavis, referred to the question of Preferential tariffs. Might
I warn my friends that they should be under no delusion in that connection ?
That they shoula clearly realise what that might. mean ? I will refer them to
what was said in one of the Preferential Tariff Reform League pamphlets a few
years ago on this subject. I quote from an article in the ‘ Indian Year Book,’
1n which it is stated :—

‘ Some idea of the direction in which a scheme of Inter-Imperial Preferential Trade would
tend, so far as India is concernel, may be gathered from the following extract from the
Official Handbook of the\Tariff Reform League : —

‘ Preference would mean to India that the United Kingdom and the Colonies would give
freer entry to Indiun tea, coffee, sugar, wheat and ali Indian staple products; and it would
mean to us that the Indian import duty on a large number of British manufactures would be
either abolished or reduced.’

That shows that that isone of the directions in which the ultimate settlement
may come about. But I do not want to allow my judgment on the question
before us to be affected too much by a consideration of what may possibly
happen, because nobody can feel certain what will happen. I wish, however, to
say that His Majesty’s Ministers in Bngland would have inspired greater hope
and confidence in the minds of Indians regarding the character of the ultimate
settlement of the larger issues after the war, if in a matter in which the Govern-
ment of India, supported by the Irdian public, have for the last 30 or 40 years
asked for freedom of action, they had allowed them that {reedom, allowed them
to increase the import duty on cotton g:ods, when they feit it their duty to
increase them. It is not, Sir, they who send manufactured cotton goods
to India who would have had to bear the burden of the increased duty. It is
the people of India, the consumers, who would have Fad to bear it, to pay a
larger price for the articles on which the duty were levied. But they would
not be the poorest of the poor, but the richer classes who consume the finer
imported fabrics. From every point of view, therefore, His Majesty’s Ministers
should have allowed the Government of Indiy, who are in possession of all the
facts of the case, who are in possession of the opinion of the public of India,
to increase the import duty on cotton goods when they considered it to be just
and equitable in the circumstances of the case to do so, and we cannot too
strongly protest against their refusal to do so.

* With these remarks, I support the amendment proposed by my Hon’ble
friend opposite. >’ ~
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'The Hon’ble Sir William Meyer :(—“Sir, I had hoped that
after what I said a little time ago. the Hon’ble Sir Ibrahim Rahimtoola would
consent to drop this amendment. My appeal has been' ineffective, as he has
thought it his duty to press it, principally as I gather, in order that he may
air his objections to paying inoreased income-tax, objeotions whioh might have
been more suitable on another ocoasion. I have however nothing to complain
of in the tone of his speech, or in that of my Hon’ble friend Pandit Aladan
Moban Maiaviya. But the matter is a practical matter. The Council know
that the Government of Indiz would have been glad had they been able .to
increase the import duty on cotton goods; but His Majesty’s Government,
for reasons of Imperial policy. have said it is not desirable to do this at present.
‘Obviously, however much the Hon’ble Sir Ibrahim Rahimtoola may object to
it, we in India are, in political and Imperial matters, subordinate to His
Majesty’s Government at horme. 'We must look at facts as they are, not as he
might wish them to be. We cannot, therefore, accept ar amendment which
-involves practically going against the views expressed by His Majesty’s
Government. We cannot possibly do that. Supposing even a state of things
in which the official majority might become inoperative, and such an amend-
ment could be got through; what would bappen? We should have to drop
the Bill altogether, because the Secretary of gtatc would certainly veto a Bill
which contained a provision of this sort. So that the proposal is not really
practical. .

“The Hon'ble Sir Ibrahim Rahimtoola says that his object in moving
this amendment is to get sufficient money just to meet the deficit, and therefore
to drop the salt tax, and aboveall the income-tax. Well, in the first place,
I do not accept the statement. But supposing we bad had our way in this
matter, suppose we had been able to increase the duty on imported cotton goods,
I deny that we should necessarily have raised a full £2,600,040 from the customs
instead of £2,100,000. We should have had to consiler other matters. I will
say this, that the Government of India would certainly not have been a ,
at a time when increased taxation was necessary, to leaving the well-to-do
alonein the matter of income-tax. Whatever had happened we rshould have
put on the tax there -

- . **Then I must protest against the implication that it is His Majesty’s
Government that is specifically responsible for the increase in the salt tax.
As I said when replying to another amendment just now, we considered itonly
safe that we should have a " fairly large surplus for the current year, and
towards that the increase in the salt tax is contributive.” It is not right that
the Council should assume that if we had been able to tax cotton googs some-
what more, the salt tax would necessarily have remained as it was before.
1 cannot argue upon hypotheticals ; the Council won’t expect me to do so.
But I do protest agsinst the unfairness of branding His Majesty’s Government,
s0 to speak, as being specifically responsible for the increase in the duty on
salt. I trust that now the Hon’ble Sir Ibrahim Rahimtoola will withdraw his
amendment, but if not, I must ask the Council to reject it.’

The Hon’ble Sir Ibrahim Rahimtoola :—* Sir, I will be very
brief in replying to the debatc on the question of this amendment. There is
one particular point to which I crave your leave to refer, and that is in regard
to the reply given to the statement made by me that but for this ref to
allow additional taxativn on toxtile fabrics the salt tax would not have been
nec . Bir, the scheme of additional taxation in the Financial Statement
80 lucidly expounded to us, as I said before, by the Hon’ble 8ir William Meyer
is that there js an Iinperial deficit of £2,600,000, and that the additional revenue
proposed to be recovered is £3,600,000, leaving a surplus of £1,000,000. Does
it not stand to reason, in view of these facts, that if you had from £500,000
to £600,000 of additional revenue from the increased taxation on cotton
fabrics, you would have a corresponding reduction in other directions?
Does it not follow, in view of the opinion held by tho Hon’ble the Finance
Minister that the well-to-do should be taxed and the income-tax should there-
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fore remain, that the nccessary and logical conclusion would be that, if you could
have secured an additional 5 or 6 hundred thousand pounds from cotton fabrics.
vou would not have increased the tax on salt? I think that the conneetion is o
apparent that it cannot be disputed. Even assuming that a case exists—which
I think does not—for getting a surplus in a year iike this by additional taxation.
here you have from 5 to 6 hundred theusand pounds to be ebtained from this
additional duty; and surely with the great sympathy which the Hon’ble Sir
William Meyer really has for the poor, the tax on salt would have been knocked
onthe head. Therefore, by refusing to sanction this as represanted by the Govern-
ment of India, the increase of salt tax has become essential and necessary, and
therefore, in spite of what the Finance Minister has said, I remain unconvinced
and attribute thisincreased taxation to the vefusal of His Majesty’s Government.
8ir, I know that the Government of India are subordinat: to His Majesty’s
Government. It is no new thing; the Non-oficial Jewbers have been
constantiy and repeatedly told that, though they call themselves the Government
of India, they are, in reality, the agents of tlie Secretary of State, and that as such
they have wot to carry out the orders and the mandates of the Secratary ol
State. Thatis, it will be conceded, fo: a country of the dimensions and
importance of India, a very humiliating position ; and if we, the Non-official
Members, have been and axe in season’'and out of season pressing this point, it is
in the firm conviction that our considered views will have ultimately the
desired effect of having tbe Government of Indin, being really the Govern-
ment of India, co-operating with us the Non-official Members, and justifying
each measure in answer to our criticism and not shelterinz themselves behin
tae orders of the Secretary of State. Sir, that is a consummation pre-eminently
to be desired, and I may assure you, Sir, that we, the Non-official Members, will
keep on pressing the point to give more powers to the Government of India
in order that the administration may be carried on in co-operation between
the officials and the vpeople of this country. If this subject comes
on repeatedly before this Council for consideration, it will be excused because
we mean to bring it constantly and repeatedly before this Council. Sir, I
have given an opportunity to Government to get the additional £5(0,000 they
need to make up, the deficit. If they will not have it, if they will not have
Mr. Dadabhoy’s amendment for additional jute duty, if they de not want
additional revenue from the sources we indicate and which we are
prepared to pay, I hope that they will, when [ oppose the income-tax
increase and the salt tax incicase, give me sympathetic hearing and agree, for
reasons which I propose to advance, that no case exists for any increase in
these directions. At all erents, if there isa case, the Government of India
are themselves responsible ip refusing to take the £500,000 which We are
ready and willing to offer to them 10 make up the geficit. For these reasons,
Bir, I will not withdraw my amendment; I will let it be defeated, because I
wish to show, and I hold, that the responsibility of rejecting ic is the official
majority.”
The amendment was put and negatived.

The Hon’bie Pandit Madan Mohan WMalaviya :—* Sir,
in view of the discussion on the previous amendment, I beg leave to with-
draw the amendment that stands in my name, namely :—

“That in column + headed ¢ Rate of duty ’ agaiust item 31, Part II, new Schedule I, for
the figures and words ‘ 3} per cent,’ the figures and words ¢ 74 per ceat.’ shall be substitated.””

The amendment was, by permission, withdrawn.

Thce Hon’ble Mr. Dadabhoy :—*“Sir, it is unnecessary for me to
press this amendment now. I may say that I particularly selected jute as
} got the cue from the able s;cech delivered by the Hon’ble Mr. Stewart,
as President of the Bengal Chamber of Commerce on 29th February last, when
referring to the expeote?l export duly, he pointed out that the ¢ proposed tax as
a means of raising revenue, is not at all an unattractive proposition.’ But as
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my amendment about the reduction of salt duty has been withdrawn, I now
formally withdraw this amendment also namely :—

“That in column 4 headed * Rate of duty ’’ against items 1 and 2, new Schedule IIT,
the following amendments shall ve made, pamely :—

1-} suall be substituted for . - . . . 0-10
+8 ., » » . . - . 2-1
200 2 ool T 100
0 L o : TR

The amendment was, by permission, withdrawn. !

Thé Hon’ble Pandit Madan Mohan Malaviya :—Bir, I beg
to move—
“That in new Schedule III, after item 3, the following item shall be inrerted : —
“3A Wheat | Indian maund of S2} lbs. avoirdupois weight | 0 4.

1 see from the figures mentioned by the Hon’ble the Finance Member in his
speech, that last year a profit of about 22 lakhs was made on the transactinns
on wheat. The proposal which I put forward would bring in about 89 lakhs
at export duty. If it were not for the fact that a profit of £150,000 was made
last year, and as I understand from the speech of the Hon’ble Finance
Member, that it is proposed to keep up the same arrangeinents this year, I
would not have proposed an export duty on wheat at this time.  If the wheat
scheme is to continue, then I submit it would be a better policy to impose an
export duty on wheat. We have an export duty on rice, and it is desirable
that we should have .n export duty on wheat for iwo reasons, firstly, because
it will bring usa fair amount of revenue which we need, and secondly,
because it will help somewhat to keep down the pricc of wheat in the country.
In the speech of the Finance Member we are reminded in many places that
it was Jargely in the interests of the Indian consumer that the wheat
scheme was taken up and is to be continued. My proposal will work towards
the same end. Of course, we do not want any wheat of ours to go to the
enemy; we want it to go to the United Kingdom, and to those whom the
Government of His Majesty wish to help ; we want that policy also to be kept
up; but'if that policy is kept up, and if about 22 lakhs or so 1s to be made as
profits of that poliey, it seems to me that the Government might well recognise
the propriety of putting an export duty of 4 annas & maund on wheat. ith
these remarks. I leave the amendment in the hands of the Council.”

The Hon’ble Mr. Low :—*S8ir, I regret that I must oppose this
amendment. The Hon’ble Pandit Madan 3Mohan Malaviya has stated that,
in his opinion, an export tax is preferable in its operation to the wheat schewe.
I trust I correctly understood him in his statement, for it filled me with a
certain amount of surprise. It was explained by you, Sir, in your place in
this Council about a year ago, under what circamstances the Government of
India found it necessary to undertake the conduct of the wheat scheme.”

The Hon’ble Pandit Madan Mohan Malaviya :—* May I
interruot my friend for a minute? I do not wish that any arrangements
under whici: our wheat is supplied to His Majesty’s Government, and at their
wishes to other countries, should be altered. I] do not in the least desire that
it «hould be left to anybody and everybody to export wheat wharever he liked.
T only wish that an export duty should be iizposed on wheat without pre-
judice to the present arrangements. My suggestion does not go against them ;
it seeks to impose an export duty on wheat without discontinuing the present
arrangements for régulating its supply to selected places and. peoples.”

The Hon’ble Mr. Low :—“ I fully understand the sugeestion whi
underlies the Hon’ble Member's amendmc{lt,. and T defend gl?:' position :Il:
that basis. We have first of all to consider what will be the incideuce of the:
proposed tax from the point of view of the person viho, I shall presently
show, will really be affected, namcly, the producer. Without entering into
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-uny such vexed questions as to what is a fair price for the producer to expect,
Ido not think anybody will quarrel with ‘me if I take as an assumption
the price of wheat at 3-8 a maund at an up-country, Punjab, wheat m:.rket
like Lyallpur. The Hon’ble Membar's proposed tax of 4 annas on the
maurd on that amount would come, if I am correct, to something like 7 per
cent. Now, that is from some points of view a Leavy tax, and from another
and perhaps more important point of view, ns I shall explain later, by no
means heavy enough fto accomplish what the Hon’ble Member has in mind.
I have said that the producer in this country is the man who will have to pay
that tax. Ido not think I need labour tbe point at any great length. Ail
over the world, large wheat-producing countrics like Australia, Argentine, the
Stafes, Canada, and, in ordinary times of pcace, Russia, grow enormous areas
of wheat, mostly or very largely in some cases with a viow to export. Their
financial and transport arrangements are highly organised, far more highly
organised than in this country; freights for many of them are a good deal
less, and in the casc of Canada at any rate, if not in other countries, the
quality of wheat is supericr to that grown in India.

“ The Indian producer is, therefore, competing against these people for the
sale of his wheat, and if we super-impose a tax, that 1s a tax of 7 per cent.. it is
quite obvious that the deficiency will bave to be met by him. Other people
will continue to charge their present prices for the wheat that they send to
England ; India will be able to charge no more for her wheat; the Indian
producer will therefore receive so much less, viz.,, 7 per cent. It is not an un-
common result of such a discouragement, in fact a result which may be prediot-
ed in this cnse with some degree of confidence, to find a reduction in the wheat
area in India. I do not say a large reduction but some reduction; I don’t
think that is a prospect which the Hon'ble Member would care to contemplate,
and Idon't thick that his proposal to protect what I may call the wheat-eating
industry at the expense of the wheat-producing industry would be attained, an
the figures for wheat cultivation after the iapse of say 5 to 10 years would exhibit
a reduction which would not be to his satisfaction. During the last 18 months
especially, the Government of India have tried to strike a fair and just balance
between the claims of the producer and the claims of the consumer; and I
think the Hon'ble Member wi'l admit that the Government of India will not
show any reluctance in making this attempt or being deterred by the magnitude
of the schemes or the complications involved in doing their best to this end
when they think it really necessary. The really high prices at this time last
year compelled the Government of India to step in ; the Hon’ble Member asks
us in future, whether wheat prices are high or low, to fine the producer 7 per
cent. at the expense of the conswmer. I think it will be admitted that the
proposal is scarcely a fair one. I said at the beginning of my speech that the
Hon’ble Member’s proposed tax was in some points of view too low. T ask you
to consider the prsition that would arise with the really high prices in England
which have been from tine to time in force during the past year. Prices have
been as high—1I am speaking from memory—as 67 to 68 shillingsa quarter ; a7
per cent tax on this would be absolutely ineffective ; it would require a tax of
many times 4 annas to have the influence which the Hon’ble Member no doubt
desires. I admit of course that his proposal pre-supposes the maintenance of
existing safeguards in respect of restriction of exports and their control and direc-
tion, but we have really to rely on the restriction of export against high prices ;
in the case of medium and low prices the sole effect of this duty would be as I
say to inflict an unfair fine on the producer. The only meacs of dealing .W.lth
the situation by means of an export tax would be to hayc the export tax g.shdmv
ono, either on the dilference between Indian z}::d Enghsh prices or on Immm_ an
on Enelish prices. Sufficient reasons were given in your speech last year, Sir, to
show the im possibility of this from the disturbance of trade that would result, and
the undoubted complications and the upsetting of the market. The Hon’ble
Member has, I think, alluded to the tax on rice, or if he has not he will correct
me; at any rate some Hon’'ble Membcers have done so during this morm:!g‘s
discussion. I will explain the position in regard to the export duty on rice.
1t was imposed at a_time when the Government of India were undel: the fond
impression that India had a monopoly of the export of rice ; this we now
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know is very far from being . tho case; however, the tax remnins and owing
tc the fact among others that rvice is a much more widely grown crop than
wheat, and that a larger proportion of it is consumed inthe country, not very
much harm has resulted from it ; for that reason the Government of India have
decided to let sleeping dogs lie, and’havo not touched it. We don't, however, want.
to embark on a fresh experiment of the same sort in regard to wheat. e have
had sufficient experience of the wheat trade during the past year to be quite-
certain that the result will be undesirable from the point of view of the Indian
producer, and unsatisfactory from the point of view of the Indian consumer. kor
thesc reasons, Sir, I must ask the Council tc reject the acendment.”

The Hon’ble Pandit Madan Mohan Malaviya:—*“Sir, I
desire to point out a certain inconsistency in the attitude of the Government
of India on this question. I find that grain and pulse imported into the country
has to pay a duty of 2} per cent ad valorem. In the spoech of the Hon'ble the
Finance ember introducing the Financial Statement, he said :—* While-
taxing grain and pulse at 2} per cent in ordinary circumstances, the Govern-
ment will be prepared, when necessary, to consider the question of exempting
them by executive order in famine years.’ I find from the Schedule at page 10
that flour imported into the country is liable toa duty of 74 per cent ad valorem.
If a duty of 74 per cent is levied on flour and of 2} per cent on grain and
pulse which are imported into the country, is it very uunreasomable to suigut
that there should be a duty of 4 annas a maund on wheat which is exported out
of the country ? Ggvernment kncws and the Council knows that wheat is the-
staple food of a large portion of the people, and that the rise in the price of
wheat has been a source of real hardship to the great bulk of them ; the
price of wheat in India has gone up by leaps and Dbounds. But there has.
not been anything like a corresponding rise in the incomes of the people.
In other countries to which our wheat is exported, the average annual income:
per head of the population is several times greater than the average annual

, income of thée Indian people. Therefore the great bulk of the consumers in
India are put voa great disadvantage in wheat being allowed to be exported free-
of any duty. I readily concede that if my proposal were cccepted, it would
impose a certain amount of restriction on the profits which the producer n*
present earns. I put forward the proposal with that result clearly before my
mind’s eye. And Iam supported in doing so by the Government of India
There are several passages 1n the speech of the Hon’ble Finance Member in
which he has been good enough to say that the wheat arraugement has beer
kept up in iie interest of the consumer, and I think, Sir, that ik:zt is the right
policy to adopt. In po country can the Government allow auy one section of
the community to derive unreasonably large profits at the expense of the other
sections of the commu .:‘ty, particularly where food-stuffs are concerned. For
these reasons, [ wish the Government woull accept my proposal. But I see
clearly, that it will not be passed to-day. I beg the Hon’ble Yinance Member.
and the Government of India, however, to take thi¢ proposal into considera-
tion, and, if possible, to accept it, when they are framing their Budget next
year. I recognise that from one point of view, this is not perhaps the richt
time to press the proposal. I will not, therefore, press - at present; bui I
do ask the Government to take the inatter into consideration next -ear, and to
take up a position which would be beth consistent and reasonzble and which
would commend itseif to the general consumer of wheat in India. I do wot
press the amendment.”

The amendment was, by. permission, withdrawn.

. The Hon’ble Sir William IMeyer :—* I now move, 8ir. that the-
Bill be passed with the slight amendment introduced in it by the Select
Committee.

“T think I may congratulate the Government and the Council on the
business-like way in which the Bill has been dealt with here, and on the fact that
we have been able to carry this very urgent measure into law. We have been
able to do s0 in & :easorncbiy short time, and at the same timo have elicited all.
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reasonable objections. I may also, as I said before, congratulate the Council on

the ready acquiescenoe that the Schedules have received.

“I now move that the Bill be passed as amended by the Select Com-
mittee.”

The motion was put and agreed to.
The Council here adjourned for Lunch.

THE INDIAN INCOME TAX (AMENDMENT) BILL.

The Hon'ble Sir William Meyer :—Sir, I beg to present
the Report of the Select Committee on the Bill further to amend the Indian
Income-tax Act, 1886. .

“ The Report is in the hands of the members. We have made one or two
small alterations in draftiug to make things more clear, and Bir G. M. Chitnavis
has pointed out that in Select Committee he raised the point that the minimum
assessable income should be raised from Rs. 1,00 to Rs. 1,200, but the Com-
mittee thought this was out of place in view of the financial difficulties of Gov-
ernment. This is a time for increasing taxation, and not. for dispensing with
taxes, or portions of taxes, already levied.

I now move, 8ir, that you will be pleased to suspend the Rules of Business
to adrit the report of the Select Committee being taken into consideration.”

The Hon'ble the Vice-President :—“ I suspend the Rules of
Business. ”’

The Hon’ble Sir William Meyer :—“ 1 now move that the
Report of the Select Committee be taken into* consideration. I need not sa
more on the merits of the Bill than what I have already said in my s )
introducing the Financial Statement and in that introducing the Bill itself.”

The Hon’ble Sir Gangadhar Chitnavis: — « Sir, I beg to
support the Income-tax Bill. Tle only points on which I need address the
"Council are three. In the first place, it is mnecessary that it should
be made clear that the scheme of enhanced taxation which . .the Bill
embodies is accepted by the country as a war measure. Such taxation cannot
be tolerated on restoration of normal conditions. ' It should, therefore, be
distinetly understood that I support it onlyas a temporary arrangement for
strengthening the-hands of Government during the war. In the next place,
I think the assessable minimum should be raised from Rs. 1,000 tc Rs. 1,200, in
view of the large increase of a permanent nature in the cost of living. Itis
reasonable that some consideration should be shown to the poorer middle
classes with fixed incomes which have deteriorated in value through the
abnormpl rise in prices. I suggested the amendment in Select Committee, but
for reasons ‘hich appeared to me reasonable, it could not be incorporated in the
Bill. I hope, however, Government will consider the point after the war is
over and the financial condition improves. Lastly, in order that the higher rates
do not press heavily upon the poorer holders of securities, it is absolutely neces-
. sary that the procedure for claiming a refund should be simplified, and I hope
thal this will be done by the rules framed in accordance with the rule-making
power that has been provided in the Act.” >

‘ The Hon’ble Sir Ibrahim Rahimtoola :—“S8ir, as I indicated
in the course of the previous debates to-day, I rise to oppose the increase in
the income-tax proposed by this Bill. I begto submit that there is no case
for any increase iln the income-tax at present. I do not wish, Sir, to be
mismu{emtood. I am not opposed in principle to the increase in the income-
tax or in the salt tax if thecre was justification for it. M{ submis-
gion on the present occasion is, that no jl}stiﬁcatiou has been made
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out for either increasing the income-tax or raising the salt {ax JTn dealing
with this point, I will have 1o go a little exhaustivoly into the financ.al position
of the Government of India. Looking at it as a whole, it appears to me that
the salt tax has been levied, as I have already contended, to make up the
deficienoy in the Tariff Bill due to exempting cotton piece-goods from the
necessary inorease of 2§ per cent. I now contend that the increase in the
income-tax, which represents a revenue of £900,000, is to provide Govern-
ment with a surplus, which is estimated at a million pounds. I therefore oppose
the increase in the income-tax, primarily on the ground that it is proposed to
be levied for the purpose of giving Government a surplus. Now, Bir, in
connection with that, my submission is that at a time like the present when
the country has suffered so much in various directions in consequence of the
war, the requircments of Government in the shape of additional taxation
should be confined to the actual expenditare estimated by them, and that
anything beyond an equilibrium between revenue and expendituro ought
not to be sanctioned. To levy, at a time like this, additional taxation for the
urpose of providing a surplus appears to me to be totally indefensible.
I will deal with the reasons which the Hon'ble Finance Member gave in
support of wanting-a surplus, after I have pointed out why, in the first
ipstance, I think that the strength of the financial position of the Government
of India is so great that no justification can be satisfactorily proved in favour
of taxing even the so-called well-to-do people in India wiih this £900,000 in
the shapo of additional taxation. Sir, with your permission, I iuay refer
once more very briefly to the broad results of the Financial Statemeni. The
_deficit is £2,600,000. The revenue from the Tariff Act which we have passed
is £2,100,000 ; the additional revenue of £500,000 which I wish to give them
has been refused. When an equilibrium could have been obtained by means of
one form of taxation and one alone, it has been declined. Therefore, I submit
that Government{ will have to be content with opening the new Budget with a
deficit of £500,000 for which they are themselves responsible, and not levy
any additional taxation in the form of income-tax or salt tax. I may incidentally
mention, in answer to the point that it is the well-to-do that will have to pay
_ the tax, that I am opposing, not only the increased taxation against the well-
to-do, but also against the poor in the shape of the salt tax—1I am oppusing both.
¢ Now, Sir, assuming, for argument’s sake, that my view prevails, and that
the Budget in which I wanted to have an equilibrium is allowed toopen with a
deficit of £500,000, what will be the net result ?

“Is the financial position of the Government of India sufficiently strong to
justify having a Budget of that description ? In this connection you will
permit me, Sir, to trouble the Council with a few statistice. Our invariable
experience has been that on most_occasions the actuals show better results
than those anticipated at the time of framing the Budget. Every Finance
Minister will naturally exercise caution in framing his cstimates, That is
a procedure which I do Lot want to contest. In the Financial Statement
which was placed before us on the 1st, the Hon’ble Member has said in more

.than one place that estimates have been framed with a great deal of caution.
I recognise the soundness of this, and I hold that the principle of caution in
underestimating, however slightly, your revenue and overestimating, however
slightly again, your expenditure, has led in the past in most cascs to results of
better surpluses than were provided for, or surpluses where small deficits had
been anticipated. If the same experience worksout for the ensuin~ year, then
even a deficit of £500,000 may reasonably be expected to turn into a
surplus, however small it may be, because after all the deficit is only £3500,000
in a Budget representing 86 millions,

“8ir, I have compared the estimates with .tho actuals from 1907-08.
In that year the estimated surplus was over £700,000, whilo the actual
was £300,000, which was loes. In 1005-09, the surplus estimated
was £571,000 and the deficit was £3,787,000. This is thé one year during
ihe last 11 years during which there has been a deficit, and it immediately
led to increased taxation. B8ir, I will deal later on with tho poiat as to the
policy of having recourse to increased taxation immediately a defloit is notioed,
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whilc, when surpluses are found, on only a very few occasions decrease of taxa-
tion has been allowed. In 1909-10, the estimatcd surplus was £230,000, the
actual surplus was £606,000 ; in 1910-11, the estimated surplus was £400,000
and the actual surplus was £ millions. I am giving round figures. In
1911-12, the estimated surplus was £800,000, the actual surplus was £ millions;
in 1912-13, the estimated surplus was £1,500,000, the actual surplus was
£3,100,000; in 1913-14, the surplus estimated was £1,400,000 and the actual
surplus was £2,400,000 ; in 1914-15, which represented 8 months of war, the
estimated surplus was £1,256,000 and the deficit was £2,785,000. That was
because war supervened and converted the surplus into a deficit. In the
current year, which is the year when Budget estimates were framed at a timne
when war was on, aud in anticipation of the war lasting throughout the year,
the deficit estimated was £2,900,000 and the actual deficit was £2,100,000,
showing a difference to the good of over £800,000. If you take even the year
in which the conditions of war were present, and estimates were framed in
consideration of that contingeucy, the results are over £800,000 better than
anticipated. Surely, Sir, if that is so, we may reasonably expset, now that the
present Budget has been framed with even greater’caution and in full view of
the present circumstances of the war, that that caution will lead to better results
than those provided forin the Budget. If they prove to be beiter only to the
extent of £500,000, then there will be an equilibriuin, and I beg to submit
that there is no case for additional taxation, either income-tax or sait tax.

 Let us consider another aspect of the question. What has been the net
result of the financial policy adopted by the Government of India during the
last 11 years for which figures are available in the Statistical Abstract - relating
to British India published in England. The figures given are from 1903-04. ™

The Hon’ble Mr. Brunyate :— Page?”

. The Hon’ble Sir Ibrahim Rahimtoola :—* ‘Page 47.’ In the

ear 1908-04, the surplus is nearly £3 millions. In the next year the surplus
1s £3,500,000 ; ini1903-06, £2,100,000 ; in 1906-07, £1,500,000, in the next
year, £306,000 ; in 1908-09, in which, as I have already stated, sthere was a
deficit of £3,737,000. In 1909-10, there was a surplus of £600,000 ; in 1910-11
of £4 millions ; in the next year £4 millions again ; in the following year
£3,100,000, and in 1913-14, for which figures are availabie in this statement,
it was £2,300,000.

« Sir, taking the total of all these figures during the last 11 years, the
Government of Lodia have taken from the tax-payers £20,000,000 in the form
of taxation more than what was refjuired for the purposes of the administration.
Taking the total of these 11 years, the net result is, that you have taken from
the tax-payers £24 millions surplus minus £4 millions deficit, leaving a net
balance of £20 millions in excess of the revenue requirements of the Govern-
ment of India. Where has this money gone ? This money has been utilised
for the purpose of capital expenditure.

« Sir, I understand that the policy which has been followed, and to which
I have referred on previous occasions in this Qouncil, has been that these
surpluses should "be lent to—I will not say used for—capital expenditure.
I maintain that these surpluses of revenue were lent to capital and utilised
es capital expenditure. I contended before, and if my contention had been
allowed, we would have had a separate statement showing the total amount
of money obtained from revénue in excess of our revenue requirements and
lent to capital, and the sum drawn from capital to meet revenue deficits.
Thers is nothing unreasonable in expecting that a portion of these loans should
be repaid when necessary, Such a system would ensure a state of uniformity
in taxation and thus avoid being obliged to increase or decrease taxation unless
there were recurring surpluses or deficits.

« Sir, if this system had been adopted, and if tho present had not been a
time of war, I would have contended that the whole deficit should be obtained
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as a refund from capital to which our surpluses to the oxtent of 20 millions.
have been devoted during the last 11 years. As it is war-time, I havo supported
Government in their proposals for additional taxi.ion to the tune of
£2,600,000,. which fully covers the deficit which they estimate. I submit,
however, that in view of the fact that during the last 11 years we have lent
as much as twenty million pounds out of our surpluses to capital, no further
increased taxation should be levied. My case, therefore, Sir, becomes over-
whelmingly strong when I stand .up here and contend that no increased
taxation should be allowed in the shape of income-tax and salt tax, but that
Government should be content with the money they have obtained under
the Tariff Act.

“Sir, there is one more point in connection with this which I should
like to make. There was one year of deficit during the 11 years I have quoted.
Immediztely thereupon, the Government of India resorted to inoreased taxation.
Extra taxation was levied, and it was proved afterwards that there had been no
justification fcr that extra taxation. Our subsequent revenue and expenditure
showed that Government could well have done without extra taxation. But
even then, that taxation was not remitted but kept on. As I havealready
stated under ordinary circumstances, I would bave contended that Government
should obtain a refund from reproductive capital works to which we have
lent at least twenty million pounds during the Jasi 11 years out of our surplus
revenucs, and that no recourse to additional taxation should be mmade. I beg
to repent that in view of these facts the case against increasing taxation to
obtain a surplus is overwhelmingly strong.

*Then, Sir, I may be asked whether, even if the position I have taken up
is accepted, it is possible to borrow the required sum of money. I recognise the
diffioulties that face Government in the matter of borrowing ; bat if the lucid
statement which the Hon’ble the Finance Member has given us is carefully
studied, we have reasonable grounds for believing that the appeal to the Indian
money-market for the requirements of Government will be met. I sayso
because I think that the Hon’ble Member has very carefully decided upon a
line of procedure which appears to me very wise. I am referring to his pro-
posal of offering to convert an amount of 3% per cent. promissory loan notes
equal to the amount of tender which an investor may make. understand
from this statement that terms will be offered wiich will be reasonably inviting ;
and if that is 80, there are reasonable prospects of his succeeding in getting not
only the minimum of four millions which he estimates, but also a substantial
part, if not the whole, of another four millions which be wants.

“Now, S8ir, I appeal to the Governmeutr of India—after all we Non-
official Members can only plead and appeal—I appeal to the Government of
India that, in view of the financial strength of the Governmeant of India which
I am going to refer to briefly later on, recourse to additional taxation for the
purposes of what I will call a small deficit, if the salt tax is also disallowed,
and obtaining a surplus should not be persisted in. In dealing with the
financial strength of the Government of India, I will try to point out what are
the alternatives which may berelied upon to meet the contingencies—the pro-
bable contingencies for which this additional taxation is proposed. Now, Sir,
with due deference, I will venture to subnui that the principle of levying
additional taxation for the purpose of getting a surplus is wrong. Assumin
that the actuals turn out as anticipated, both in regard to revenue an
expenditare, and that at the end of the year there is a deficit, the Council will
then be ina_better position to know whether further additional taxation is
necessary. If it proves neceasary, I will williugly give my support to it. You
will observe, Bir, that in submitting this point T am not raising any question
as regards the amount of expenditure which Government bave thought proper
to provide for. At atime like this I do not wish to raise any question as regards-
the items of expenditure that have been provided for in the Budget. Wo want
o support the Government, and not indulge in any adversc criticism in regard
tothe requircments which they regard, so far as oxpenditure is conocerned, to
be necessary. At thesame time you will note that we rosesve to ourselves the
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power of criticism, and that is after all the only power we have of examining
the adjustments which are taking place at present betweea Great Britain and
India in the matter of military expenditure. At present we wish to give carte
blanche to the Government of India to do what they may deem proper, but
we should not be construed to have consented to waive our right to offer
helpful criticism, when the appropriate opportunity arises, in examining the
basis and the principles on which these adjustments may have taken place.
Bir, reforring to the financial position again and the strength of the Govern-
ment of India, I will deal firstly with the closing balance. According to the
Budget we have a closing balance of over 17 millions. I understand from the
¥inancial Statement that a balance of 16 millions is required for working
expenses. The excess over the 16 millions is 1,400,000, sufficient to mcet
the decrease in taxation which I am advocating, 1 million for surplus and
£500,000 for deficit It makes a difference of ;5100,000, but I do not wish to
take up the time of the Council in dealing with that. When we consider
in public bodies the question of Ways and Means we have in each public body
a suitable amount of working balance, closi: g and opening balances as they
are called in the Budget, but in reality they are working balances; and ev
public body, includiug Government, requires for the purposes of unforeseen
contingencies and for liquidating the expenditure during the time revenue
is coming in to have a suitable working balance Gur surplus balance
would be 16 millions it my proposal was accepted; and Iventure to ask
the Hon’ble Finance Member whether that is not a sufficient shield
against unforeseen contingencies. Surely, Sir, when you bave a balance of 16
million pounds to fall back upon, when you have the probability of floating a
rupee loan for 8 million pounds, against an estimated deficit of only £%00,000,
may I ask whether there is any reason to apprehend that, in spite of unforeseen
contingencies against which a provision of a million pounds is now being made,
the olosing balance in itself is not sufficient to reassure Government of not
‘having to face any financial embarr t whatsoever. Let us examine
in another way the strenith of the finances.- The financial condition of this
ocountry is also proved by another factor. We have our capital debt at
about 280 millions, out of which only £12,800,000 is unproductive. and the
‘rest of our debt is productive debt. We had in 188¥ an unproductive debt
of 73 millions. We have worked it off to12 millions and odd. that is to say,
in about 25 or 26 years, we have worked off our unproductive debt by nearly
60 million pounds. Surely that is also a source of great additional strength to
the financial position of Government, not justifying, I venture to submit, the
taxation of tﬁe people at times like these, when every one bas suffered in one
way or another for the purposes of providing a surplus. Then, Sir, there is
the fourth safeguard, which would also protect in case of emergency. We have
the Gold Standard Reserve. This reserve was started in the year 1904, and
we have worked itup recently to 26 millions. At a tinie of emergency the
Government of India themselves withdrew 7 millions for the purposes of
Government, and in the interests of the public I gratefully acknowledge that
this was done in the best interests of the publio, but trat they have been able
to withdraw as much as 7 millions out of the Gold Standard Reserve shows
that it is possible, without embarrassment, to go to that extent of withdrawals
from the same. Out of these 7 million pounds withdrawn, 3 million pounds
have been repaid, and the present over-draft amounts to 4 million pounds. If
we succeed in floating a loan of an additional 4 million pounds that money is
ear-marked to be repaid to the Gold Standard Reserve. Even assuming that
every item I have placed before the Council goes wrong aud fails to fulfil
expéotations, even then you have 2 margin of 8 million pounds in the Gold
Standard Reserve which you once withdrew and repaid to meet »ny unforeseen
contingencies of the kind for which you propose to impose this additional taxa-
tion. Looking at all these points put together, am I wrong in appealing
.to the good sense of the Government of India not to impose wupon
the people additional taxation for obt".aining a surplus and meeting a small
defioit. Bir, L appesl again as I said agnll{st any furiher increased taxation. Woti
that T am agaiust the principle of increasing income-tax or salt-tax, but that the
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circumstances of the case warrant caution and care, and additional burdens on
the people should be imposed only to the extent which is imperatively necessary.
I beg to submit that no case can bo made out for additional taxation for the
purposes of a surplus as imperatively necessary. Unless such & case is made out,
which I beg to submit has not yet been made out, there is no case for additional
taxation in these two direotions.

«Sir, I have shown that in making Budget estimates care is usually taken
to work out by past experience the various sources of revenue and the various
items of expenditure. At the same time, when unforeseen contingencies have to
be provided for, other factors are examined to ascertain whether they can be
relied upon to meet them.

« Sir, I bave tried to show that wehave (1) in the Gold Standard Reserve,

(2) in the insignificant amount of our unproductive debt, (8) in our eurplus
cash balances, and ‘(4) in the cautiousestimates of our revenue and expen-.
diture, a sufficient margin for any unforeseen charges which may have to be
met. I submit that there is olearly no case for additional taxation for such
a purpose. There is one point to which I will briefly refer, and that is, the
view that has Dbeen expressed that India is lightly taxed; that in view of
the increased burdens which QGreat Brituin is bearing, India ought also to
bear additional burdens. As a wise financier, my Hon'ble Friend, Sir
William Megyer, is utilising that sentiment, and hé has seen that the Council
has supported him in the Tariff Bill practically unanimousiy In this connec-
‘tion, it is necessary to examine what is the economic condition of England ss
.compared with that of India, and what is the estimated income per head of
population per annum in England as against that of India; what, again, is the
proportion of taxation per head of population in England in relation to the total
income as against the same conditions in India ? If I were allowed, I would
have gone exhaustively into this question. I will briefly state to the Council
what is the result of working out the figures from the available statistics, and
I will mention them for what they may be worth. The British population is
4B millions in 1913-14, the total revenue was 200 millions. This works out per
head of population at £4-8 or Re. 66. The income per unit of population in
Bngland is calculated at from £47 to £66; if we work it on the maximum of
Rs. 1,000 per annuw, it gives a percentage of taxation of 63 percent. Assum-
ing that, ir comsequence of the war, it is recently increased by 25 per oent, it
would work out to a little over 8 per cent. of their total income. In India,
our revenue is 80 millions, excluding an estimate of 6 millions possibly drawn
from' Native Btates. This works out to Bs. 5 per head on 240 millions of the
population of British India. Now, putting it inthat way, it does appear that
in England the people pay per head as much as Ra. 80 in the shape of taxation,
whereas we, in India, pay only Rs. 5; there is a world of difference between
Rs. 5 and Rs. 80. But let me put it in another way. We have an income
estimated at Rs. 30 per head and Rs. b is one-sixth, or over 16 per cent, so that
we, in India, are paying nearly double the rate of taxation in relation to our
income than is paid by the people in Great Britain in spite of the war. Assum-
ing that the national income in Great Britain is only the minimuum estimate of
£47 or Rs. 700 p.c annum, the rate of taxation works out at about 11 per cent.
.against India’s over 16 per cent. Let me put the case in another way. Out of
& minimum income of Rs. 700 per head, each individual payson average Rs. 80
in the shape of taxation. This leaves a balance of Rs. 620 per head of pquhtion
annum for all other purposes. In India, out of tho national income esti-
mated at Rs. 80, Rs. 5 go towards meeting taxation, while only Ra. 25 por head
of population per anpum are left for all other purposes. It cannot for a,
moment be contendzd that India is lightly taxed. No comparison between taxa-
tion in England and Tndia can be made, unless the relative economio condition
‘of each country is taken into consideration. We are prepared to meet additional
‘taxation to provide the revenune needed for the purpose of meeting such expen-
diture as the Government have themselves estimated. It appears to me that
our attitude in mﬁvard to these inatters cught to satisfy Government that we wish
1o co-operate with and meet them in this crisis to the utmost of our power, but
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when it comes to the point of taxing our constituents, the people of this coun-
try, in the shape of an income-tax in order that a surplus may be provided, I
submit that that is going too far. I have aiready dealt with t}:e reasons
advanced in favour of this, I daresay :hat many things may happen in the
meantime, but surely that is not a contingency that has not always been present ;
that is a contingency that ought to be met. As I Lave said we have ample
resources ; are the Government going to get into finaucial difficulties and embar-
rassments for want of this surplus of a £1,000,000 ? I appeal to the Govern-
ment, and I ap‘feal with all the force atiny command, there is no case for additional
taxation in order to find a surplus ; all the factors which I have taken a consi-
derable time to explain to the Council lead me to that conclusion. In meeting
the Government to the extent of the additional expenditure which they have
provided in the Budget we are co-operating with them to the utmost °
that we can reasonably be expected to do. I trust that my appeal will
prevail, and that the country wiil not be asked to con(ribute additional taxation
to that extent. One word more, 8ir, and I have done; to put the case con-
versely ; assuming that the whole scheme is carried through, and that at the
end of next year the Government find they have a surplus of 3 to 4 millions
instead of one million, does the Hon'ble Member give us this guarantee that he
will come forward and remit both the income-tax and the salt tax ? It appeare
to me that in these matters we have got to proceed on the facts and inform-
ation that are before us, and, having regard to all the facts and information
that has been disclosed. I submit that there is not an iota of a casein
favour of putting on additional taxation on the people of this country at a time
like this, to secure to Government a surplus of 1 million pounds. For these
reasons, Bir, I am opposed to the Bill.””

The Hon’ble Mr. Dadabhoy :—*Sir, were it not for the prescnt
exceptional circumstances, pointed out by the Hon’ble Finance Minister,
I would have hesitated to accord my support to any scheme of fresh taxation.
I am not in favour of additions to our gaxes. But the war is responsible for
a situation abnormal in the extreme and beset with difficulties of an uncertain
nature. We have to yield to pressure. We Members of this Council have
made it clear before now that we would be prepared to support Government
in any proposal to levy imposts for the successful prosecution of this war. I
for onestick to that loyal resolution, and I cheerfully sapport this, Bill with
this reservation, that the scheme of taxation it legalises should be overhauled on
the complete rehabilitation of our inances. 1do not lose sight of the fact
that, according to the Hon’ble Finance Member's calculation, our revenues
stand in danger of a permanent diminution, while our liabilitics will grow in
volume after the war, and that therefore permancnt sources of additional
revenue must be found. But I believe the Hon'ble Sir William Meyer is
over-cautious. I look with confident hope to the future, and I am almost
sure, after the conclusion of the war, there will he such a rebound in our finances
as will render the present additional taxation superfluous. TUnless heavy and
extraordinary charges are debited to India as a result of the war, any possible
inflation in our annual expenditure will be more than balanced by a normal
increase in our existing revenue, and these additional supports will not be
needed. It is also a question how far a portion of our Budgét provision is
unavoidable. But this is not the time for comment. The hands of Gcevern-
ment must in no way be weakened The Bill must he supported. Large as
the increase in the income-tax is, it gives me great pleasure to support the
soheme, in that the principle of a graduated scale of taxalion has been finally
adopted. Hon’ble Members will remember that, in 1910, in conrection with
my Resolution in Council for raising the ascessable minimum, I strongly
advocated that the tax should be levied on a graduated scale. I am glad Gov-
ernment has at last seen the justice of the plea, and a generous effort has been
made in the Bill before us to secure an equitable distribution of the tax. Thisis
undoubtedly right. Difference of opinion may indeed exisit both about the
maximum rate levied and about the minimum income :ssessable to that rate.
But in view of the gravity of the situation, I do not quarrel aboui these
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particulars. We ought to bear carefully in mind that in England the rate is
very much higher, and there is every prospect of its going up higher still.
There is thus no just ground for complaint on the score of the maximum rate in
the Bill. It is only fair that we all should liberally contribute to the public
finanoes; and it i1s likewise fair that the.rich should pay proportionately
more than their less favoured countrymen.

« Sir, my chief complaint about this whole business of additional taxation, .
however, is that .it has been necessitated, to a large extent at any rate, to the
wanton surrender by us of the major portion of our opium revenue. Had
that productive source remained intact, we could have borne even the present
financial strain without difficulty, and without burdening the country with any
additional tax. It is doubtful if China has been freed from the evil habit in
consequence of our forbearanoce, but we have for a certainty lost the bulk
of the large and special revenue. That is a point on which the people might
well feel sore.

*“One word more with reference to what has fallen from Sir Ibrahim
Rahimtoola. My Hon’ble friend has referred to £20 millions recovered from
the people during the last eleven years and spent on capital expenditure. But
-he fully knows that a large portion of our capital expenditure is of a pro-
ductive nature and brings in a large revenue to Government, which in a
manner helps to diminish the burdens of the people. Oonsequently the figures
which he has quoted are not so appalling us they seem to be.

¢ With these words, Sir, I support the Bill.”

.

The Hon’ble Pandit Madan Mohan Ma.ln.v'kya. :—*“Bir, with
the remarks which Sir Ibrahim Bahimtoola has made regarding the general
position of our finances, I cordially agree. I think, Bir, with due deference to
the Government of India, that our finances have not been as economically
and carefally administered as they should have been, and I think it also
my duty to say that, while we recognise and feel grateful for the retrenchments
which the Hon’ble the Finance Member has brought about, I feel strongly,
and there are many others who feel with me, that there is much greater room

: for improvement by retrenchment. I suggest, and I hope the suggestion
-will be carried out, that there should be a Committee of non-ofiicial nnrf official
Members of this Council appointed to scrutinise the expenditure. If this is
done, I expect that we shall be able to effect a much larger reduction in expen-
diture than has been brought about by official scrutiny alone. It is only fair that
Non-official Members, who are asked to co-operate with Government by givinz
their support to the proposals for additional taxation, should be given an
opportunity also to point our where reduction is possible. I will not go into
the figures which my friend has put before the Council in such abundance.
I wiil not go into all thoso figures, I think there is enough in his speech, even
if some of the figures may not be quite correct, to awaken us to a sense of
the importance of having a closer scrutiny made of the expenditure side of
our Budget.

*‘ Bir, there is not the least doubt in my mind that for many years past
taxation has been maintained at a high level, at a higher level than it should
have been—and there is not the least doubt, too, in my mind that there is
room for much retrenchment which ought to be brought about. With those
contentions of my Hon’ble friend I entirely .agree, but when we come to deal
with the situation we find ourselves in, I feel that I cannot entirely support
him. I agree that if a larger rctrenchment had been taken up in t
earnest, it would not probably have been neces to put on all the :ﬂ-
tional taxation which been put on or pm if the arguments of my
friend are sound, as I have no doubt to a great extent they are, I would
join with him in urging that some of tho taxes proposed should be avoided ;
but I would wish that these iaxes should be those that fall on the poorer
‘classes of the community rather than that the propoeal to increaso the
tax onllngher incomes should be ahandoned. I am not among those who would
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vote for additional taxation merely hecause the tax proposed happens to be
one which I regard as cquitable in principle. It is perfectly reasonable to urge
that,if as the result of a closer inquiry, the Government are convinced that
they do not require all the révenuo they have budgetted for, they should have
the fairness and courage to agree to the proposal that a proportionate share of
the proposed taxation shall be abandoned. But I do not expect, from my know-
ledge and experience of this Council and of the ways of the Government of
India, that at this juncture, after the proposals have been carefully considered
by the How’ble the Finance Member in his Department, when the Budset
Statement has been laid before the Council there is going to be in the im- s
mediate prescnt any such re-examination of the financial position as would
compel the Government of India to the conclusion that they should not ask
for a portion of the revenue that they have asked for. And if the amount
budgetted for is the amount on which the Government of India have set their
heart, if that is the amount which they must have in hand in order that the
Finance Member and the Government should feel secure that during the
next twelve months the finances of the Empire will not go seriously wrong,
and that there would. be no financial embarrassment, then I submit that
the proposal for raising the income-tax, being by its nature eminently equitable
and just ought to be supported.

I think, 8ir, that while there is a good deal in the proposals for new
taxation which deserves commendation, that while the proposals for additional
taxation generally are equitable and sound and show a great deal of con-
siderateness on the part of the Finance Member and his Colleagues,. there is
no proposal which is so eminently ecquitable as the proposal to introduce a
graduated income-tax. It is but a truism that those who receive the greatest
favours from, or dcrive the greatest benefitsunder, a Government ought to
contribute most largely, proportionally to their means, to the support of
that Government. The Government have added tothe burden of the humblest
of the humble, the poorest of the poor, in enhancing the salt tax; the new
or inoreased import duties are also nothing but an additional burden upon
the general taxpayer; they will not be paid by those who manufacture the
articles taxed but by those who consume them. All these are general indireot
taxes. The only one direct tax is the tax on incomes. Now the Government
have, with great considerateness, left alone the existing rate of income-tax
where it isso far as incomes up to Rs. 5,000 are concerned. They have put
on the increased rate only upon those who have incomes going above Rs. 5,000,
I think that is eminently fair and reasonable. The poorer section of the com-
munity ought to be exempted from paying this tax. Those that are able to pa
should be required t» contribute iz amapner fairly commensurate with their
incomes. Imay say, if I inay be excused for saying it, that I have always
felt a special satisfaction in contribnting the income-tax to the coffers of
Government. I have felt that that was a contribution which I was consciousl
making towards the administration under which I live and benefit, and I feel
that that ought to be the fusling of every one who benefits by the system of
admivistration under which he lives. It is true, no doubt, that there are many
of us who would like not to have to pay any tax : it is true aiso that if ail
taxes could be avoided, it would be a very happy state of things. But t.at is
not to be ; and as all taxes cannot be abolished, when the happy time shuuld come
when some taxes can be remitted, T would ask the Government and tl;le Coun-
cil, to think of remitting taxation which presses upon the poor. rather than of
altering the propusals for a graduated income-tax which will press upon those
who, thanks to the blessings which they enjoy, are well able tq meet it. That
being my view of the situation, I think that tl}e present.'Blll oqght not to
ho opposed. As I have said before, I join with my friend Sir Ibrahim
Rahimtools in earnestly pressing for, earnestly praying for,such a general
overhauling of our expenditure side of the Budget as will enable the Govern-
ment aod the public to say where redaction should be made, and when
that has been donme, and, the time arrives for remission of taxation, T
would- wish those taxes to be removed in the first instance which press
upon the poor. )
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« T apprehend, however, that we arein for all this addilional
long 1:imepP I cannot look forward with any hope to the time whon these

ditional taxes will be taken off. That is notin the- history 9f the Govern-
gent.‘?)f India, ordinarily speaking. We no doubt had o remission of tax:;x:ﬁ
eight or nine years ago. But I do not look forward with any hope that we sl
have much of a remission of taxation again in the near future. I hope, however,.
that these additional revenues which are being obtained should not—I speak
with respect, but I speak with deliberation—should not lead to a further
extravagance in expenditure being indulged in in the years that are to come.
. There are many,temptations, there are many directions in which an increase of
expenditure will be asked for. TPhere are directions in which, I fear, even an
unjust pressure will be brought to bear upon the Government of India to meot
expenditure which it ought not rightly to bear. I am sorry to say that I
notice one such insiance in the present Budget. The Government of India have
fought valiantly (and they deserve our thanks for having so fought) against sea
transport charges being debited to India in the past and tho present year.
Every one understacds that since the war began we have not inourred those
for transporting troops; that we have not received the services for
which those charges have been levied upon us. And yet the powers that be
in England have ruled that we must bo debited with those charges because,
forsooth though we did not as a matter of fact incur ¢l-w, we would
have incurred them but for the war! and because if those charges were not
debited to us we shonld be making a profit out of the war! I submit that is
not a fair way of looking at the matter. If charges have not been inourred,
there can be no justification for saddling India with those charges. I
cannot think of any possible answer to that. I can well understand our
being asked to make s humble contribution, however humble it .inay be,
to the war fund; I car well understand our making spontaneously a
humble offering to support the Government, as we have done in other
ways, but I cannot see the justice of India being saddled with charges
that she bas never inourred, or which have never been inourred for her. I
mention this as one instance of the danger to which we shall be exposed
in a greater measure when there will be a surplus revenuo in the hanmf
Government, because of the additional taxation, as I feel sure with Bir
Tbrahim there will be at the end of 12 months, of that surplus being utilised
for meeting charges which are either unjust or exorbitant.

«T a’so think that there is great force in the contention of my friend
the Hon’ble Sir Ibrahim Rahimtoola against a resort to additional ‘taxation
to provide a surplus. If this taxation were being imposed to mret the
wants.of the people for greater education, to provide four more sanitation,
to provide for the development of indigenous industries, to provide for-
developing the resources of the country, the case would stand on a ve
different footing. We might well then, deliberately, knowingly, wi
our eyes opeu, agree to additional taxation in order that additional rovenues
might be raised to promote national efficiency and thereby national wealth,
to bring the people up to a level of civilization and prosperity with
other rarts of the British Bmpire, but it isa very different matter when
additional revenue is being raised in order merely to provide a -urplus,
which my friend has shown (and there is great force in.what he has.
said) may not really be required. Taking however the whole situation into
consideration, and having a feeling of hopel that the decision which the
Government have arrived at will not now be altered or modified, I think that the
propossls which are now before the Council regarding the higher income-tax
ought not to be disturbed. I hope that when the time comes for remitting
taxation, other taxes may be remitted, but that this tax will stand, and this
for two reasons: first of all because it is an en:inently equitable tax ; its burden
falling upon those who are best able to bear it ; sccondly, because this tax wilk
probably lead some of us who will have to pay it tofook a little more closely
into the exrndlturc side of our fioances. I hope it may induce somo of us to
seriously think whether it is not possible to have the administration carried on
on much cheaper, more economical lines without sacrificing efficiency ; and if this
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- hope should be realised, that additional interest taken in‘our financial administra-
tion will, I expect, more than repay us for the loss of income we shall sustain
and the hardship that some of us feel in submitting to the incrensed tax.

“ With these remarks, 8ir, I strongly support the motion which has been
made by the Hon’ble Finance Minister.”

. The Hon’ble Khan Bahadur Mian Muohammad Shafi :—
“ 8ir, in view of the abnormal conditions created by the world-war, I give my
willing acquiescence to the imposition of an additional income-tax as proposed
in this enactment, particalarly because the extraordinary expenditure which
the Government has to meet, is proposed to be met in a manner calculated to
produce a minimum of hardship. As the Hon’ble Finance Minister explained
to us in his adiirable speech introducing the annual Financial Statement, the
persons who, under the existing law, are exempt fromn payment of these taxes
and those whose incomes amount to Rs. 4,999 will in no way be affected by the
proposed measure. And of the 37,000 persons who will have to pay enhanced
taxation, only some 3,500 persons will pay the highest rate proposed in this Bill.
It is quite true, as was observed by my friend Sir Ibrahim Rahimtoola, that
these well-to-do classes contribute very largely in various ways towards our
public exchequer. But I, for one, feel certain that this class of persons will
recognise that those who benefit most under the protecting wgis of the greatest
Empire known 1o history ought to contribute most in times of special crisis,
such as the one with which we are faced to-day. Sir, I should have been per-
haps the first person to subscribe to every word of what my friend the Hon’ble
8ir Ibrahim Rahimtoola has said if the question of increased taxation, as he
called it, for a surplus had arisen under normal conditions : but in view of the
extraordinary circumstances created by this war, and in view of the possibility
of all sorts of contingencies which may arise during the forthcoming year—or
as the Hon’ble Finance -Minister -said in view of the contingency that this
war may last for another year or more—we ought fo be prepared to support
the Government in imposing an additional tax, the incidence of which will fall
only on those classes who can afford to pay and ought not to grudge these
£900,000 which the Government secks to.derive from thé Income-tax Bill.

‘¢ Sir, since the introduction of the Bill into this Council, I have had oppor-
tunities of discussing its provisions with some of the leaders of public opinion
belonging to various communities in the Capital of the Province which I have
the honour to represent. The provisions of the Bill have further been discussed
-t a meeting of tbe Punjab Muslim Leagug bheld on Sunday last. They all
recognise that, under existing circumstances, the imposition of an additional
income-tax is unavoidable as a war measure, and it is as such that they are
all willing to give it their support. We all hope that, when the extraordinary
circumstances which have necessitated the imposition of this tax have ceased
to exist, this ecactment will be expunged from our Statute-book and the
status quo ante will be restored. Sir, it is in this spirit, and in this spirit
alone. that we agree to the imposition of this additional income-tax.”

The Hon’ble Mr. Rama Rayaningar :—* Sir, 1 support the
Bill. The Hon’ble the Finance Member has given us as one of his reasons for
.adding to the permaneut resources of Government that, after the war, further
funds will have to be provided for such beneficent purposes as the improvement
of education and sanitation. Thus the legislation, while providing for the war
.contingency, contemplates to make permanent provision for some of the - most
pressing needs of the country.. The legislation therefore is desirable. It is
true that the Bill legislates for enhanced taxation, payable by the few. But
the few who have {o pay the increased tax are the wealthy few, hitherto but
slightly touched by taxation. The general scheme of the Bill is so good that
one canuot but support its adoption. The Bill is an improvement over the
existing law, inasmuch as it gives support in a more marked degree to
tho principle of graduation in rates and that that principle is applied with
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judgment in working out the details. However, another principle, equally-
important and equitable, the principle of abatewent, is ignored in this-Bill.
Some time back I gave notice of a Resolution recommending the principle of’
abatement, but, unfortunately, I could not move the Resolution. This prin-
ciple lLas been accepted in most civilised countries, and there is no reason why
it should not be introduced into the Indian law of income-tax. In all classifi-
oations of assessable income allowance should be made for the cost of mainten-
ance, not only of the assessees but also of their dependents. 1.hope, after the
war is over, Government will be pleased to give due effect to this salutary
principle in the law.

“Sir, I have one more observation to make and that is, that when occasion
arises for the application of the extra funds, which inoreased taxation brings
in, Government should consider the claims for support of agriculture and
industries, especially village industries, along with the claims of education and
sanitation. The improvement of the material condition of the people is as.
important as' the improvement of education and sanitation. Money spent on
agriculture and industries is money well spent. When the people are
materially better off they will themselves spend more on education and
‘sanitation.”

The Hon’ble Rai Sita Nath Ray Bahadur :—*“Sir, as observed
before, in the present state of the-Empire, when itis involved in the greatest
war known to history, and when the English peovle have cheerfully ccme
forward to make the greatest possible sacrifices, it is only fair, just and equit-
able that India, while protected by the powerful Navy and Arm{ of England
and thus enjoying the security of life and property munmol , should also
cheerfully submit to the schemes of taxation, based cn . incomes the
incidenoce of which will fall heavily on the higher classes of people, i.e., people
who are able to pay. I.am indeeg glad that the tax, while not touching all
incomés below one thousand, is going to be levied on a graduated scale, the
incidence of which will no doubt fall on the higher and richer classes. But
while we cheerfully submit to this tax, we fervently pray that when the
necessity for this additional income-tax would cease to exist, on the conclusion
of peace, the additional tax will be removed and not made a source of perma-
nent revenue. It is not a light matter that a man should be suddenly called
upon to pay a tax which is two and a half iimes higher than what it was
before. ' )

« Vith these few words, I beg to support the Bill.”

The Hon’ble Rai Ghanasyam Barua Bahadur:—S8ir, I
think that of the two Bills which are belore us to-day, this is the one which we
should consider the least open to objection, as it deals with a very reasonable form
of taxation, and the distribution has been carefully and equitably made. Con-
sidering the gravity of the situation, the need for additional {axation as the
Hon’ble the Finance Minister has so clearly explained to us, and the very
cautious and considerate way in which he has imposed the taxes, it would bave
‘been much better if we could have seen our way to pass both these Bills with-

out much discussion. I wish we cou'd do so. Unfortunately, wehavelaunched
into a great deal of discussion, some portion of which it would have been much
wiser, I think, not to have gone into at all, as advise' by His Majesty’s Gov-
ernment, and the Hon’ble the Finance Minister. I am, however, bappy to see
that both the Bills have received almost unanimous support, the suppcrt that
they deserved, aad I hope the whole country will be prepared to gladly bear
. the additional burden owing to the peculiar circumstances that have neces-
gitated it, In a situation like this, I think that, instead of iusisting upon the
Hon'ble the Finance Member doing without additional taxation or of finding
fault with him for budgetting for a surplus of one million, it would have been
more reasonable to ask him simply to-be cautions in srend‘ng. the amount and
keeping it in hand as a reserve only for particular contingoncies that may
arise. In a time like this, I think nobody would cali it unfair or unwise fora
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- Finance Minister to so strenglhen his hands as to be able to have somethin,
in hand for any urgent call to which he might at any moment be exposed.
We scc that the frontier troubles going on with more or less continuity, and
the call upon us in connection with the eastern theatre of the war may be.
more urgent at any time. Besides, there may be other deficits, e.g.. the rail-
way traffic inay suddenly receive a check. It is no wonder if considerations
like these induce one to keep some extra money by, and we should consider
it only a matter of ordinary prudence for a wise Finance Minister.to keep.
such a margin in hand. In the peculiar circumstances of the crse we might
have satisfied ourselves by saying simply that the resources should be well
husbanded, that where one pice would suffice two should not be spent, and
that where a rupee could be saved it should be saved ; ard the great care which
has been continually exercised by the Finance Minister in presenting the
Financial Btatement every year should lead us to depend very much on him for-
that. On all these considerations, I think we should have been much wiser '
in not drifting into the long and somewhat unfortunate and unpleasant discus--
sions that have taken place to-day.

It should have been enough for us to say that we accept the Billsasa
war measure, but that if it so happens that we do not want the sarplus for the
urposes of the war, we shall ask him to spend it for purposes which +ill
geneﬁt the people from whom it has been obtained. We might - sk him thon ¢o
see that the proceeds of the salt tax and the income-tax go to the relief
of the poor, in the improvemnent of education and sanitation and so forth.
The war will not go on for ever; it will come to an end sooner or later.
Then will be the time to press on the Government to reduce all extra
taxation which the conditions of war have brought upon us. Why not let the
Bills be passed without protest and depend upon the Finance Minister’s calcula-
tions for the present? This is really not the time for quarrel or controversy
but for smooth and united work. Bince the outbreak of the war Bills to the
extent of hundréds of millions have been passed’ in the Houses of Parliament
in England, and the people of the United Kingdom have submitted withouta
murmur, In consideration of the part that we are bound to take in this world--
wide war, and in consideration of the promise and pledge that we have alread
made to this effect, I think in these small matters we should have been able
to do without controversy and let the Bills be passed at once, especially after
what the Finance Minister said. As soon as the war is over we shall have time
to readjust the accountsand ask him to reconsider these measures in more detail.
1 hope the Council will ses the advisability of not lengthening discussions any
iurther. I beg to give full support to the Bill.” .

The Hon’ble Mr. Madhu Sudan Das :—*“ Sir, judging from the-
speeches that have been made on this Bill, we are all agreed tha!: there. should
be no attemipt on the part of anybody to oppose the new taxation which has

. been necessitated by the war. But while there is a positive and wmwarked
reluctance to withhold any money which Government wants to meet the
emergencies of the occasion, some Hon'ble Members have t_;hought it.ﬁt—or
rather, I should say, have considered this a proper and fitting occasion—to
refer to what they would like to describe as erroneous administration in the
past. If we once admit that there is need for extra taxation necessitated by
the erergencies of the present moment, and that we should not withhold our
acquiescence in it, I do fail to understand what good can be derived from
going to the past or criticising the admninistration of the past. It may be that
millions might have accumulated in the shape of surplus. Itis true perhaps
that the actual surpluses have exceeded the anticipated surpluses. But
Hon’ble Members should not lose sight of the fact that these aurpluse;s have .
been spent as oapital outlay, which means, all those comforts, facilities and
conveniences of civilised life, without which we should noi have been
proud as subjects of the British Empire, which we are tq—da_v. The very
fact that the actual isurpluses have exceeded tho estimated surpluses.
proves that atany rate the Government of India has not been playing:
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ducks and drakes with the money, but that great care has been taken
in its expenditure. It may be that a closer scrutiny into the finances inight
have swelled the actunal surplus a little more, but those are things of the past
and 1wy outlook is of the future. For the present, I am content to bear the
burden that is put on my back and shoulder, but I look forward to a brighter
future. That should be and is my position at any rate. And if the English
nation, if the Government of India, if the Secretary of State or the Iidia
‘Office, if any of these do not do their duty, well, that will not bv our fault.
The war has awakened the world's conscience ; the war has opened the eyes of
all nations. Our conduct therefore will be judged by the verdiot of the world
and by the impartial verdict of history.

“ With these words, Bir, I give my entire and whole-hearted support to
the Bill.” -

The Hon'ble Sir William Meyer:—“8ir, Iam very glad to
find that there is such unanimous ];ﬁfport of the Bill.in the Oouncil—such
almost unanimous support of the Bill, I should say—such almost unanimous

- recognition of the justification for the Government prcposals. The only dis-
cordant note has been struck by the Hon’ble Sir Ibrahim Rahimtoola, and
-I cannot pass over some misleading statements that he made.

“In the first place, in dealing with the financial expedients which we
might employ to avert having to raise income-tax, he spoke of our having a re-
serve in the shape of our balances, which Hormally amount to sixteen odd millions.
‘Well, anyone might suppose that the balance in question lay always handy, that it
was a balance such as a private individual keeps at his bank and could draw
upon easily at any time. Of course it is nothing of the sort. Tho balances
-of the Government of India—normally 4 millions in Loudon and 12 millions
in India itself—are scattered all over the country. They are the joint pro-
ducts of the balances of every tahsil and district treasury  Portions of
them are held at the Presidency Banks at Bombay, Caloutta and Mndrss, where
they are useful for trade, and so on. They are really till-money to finance
the requirements of a sub-continent. @~ When then we say that our cash
balance is for instance £16} millions, it does not follow that that those
.16% millions can be used. There isonly a very small portion—in India
practically the amouni that we hold from time to time in our reserve treas-
uries—that can be promptly used; and I can assure the Council that there
have been moments in this last year in which I have been rather anxious
about the state of our cash balances; and have had to meditate—what I should
have done with the grcatest reluctance—withdrawing more money from the
Presidency Banks. ’

' *“Then, the next misleading statement was that during a certain number
of years—since 1903, I think, the Hon’ble Sir Ibrahim Rahimtoola said—
some 20 million pounds had been paid by the taxpayer towards capital ex-
penditure. Well, Icull that.statemeat misleading because they were not
really paid by the taxpayer in the sense in which one ordinarily understands
the word. Several millions of that money came from the opium revenue from
huge sums that were paid during the last years of our opium trade with China
by persons anxious to tass on opium at heavy cost to the Chinese. Those mil-
lions were not paid by the taxpayer in India. Then there is the money derived
from the commercial undertakings of the Government. Take the railways.
During the last few years the railway receipts have becn rather in excess of our
eventual surpluses. I would like to read the figures for the last few years. In
1912-13, the net profit from railways, after meeting interest charges, was about
£4,800,000. The actual surplus was £3,100,000. In 1913-14, railwayas pro-
duced sbout £5,000,000, but the actual surplus was only £2,300,000. In
1914-15, railways produced £2,150,000, nevertheless there was a total deficit of
£1,800,000. .

“In the current year we now estimate for a railway profit of £83,800,000;
nevertheless the final, general, defioit is £2,000,000. In the Budget, again, we
have with the fresh taxes proposed, a surplus of £1,000,000, but this is after
reckoning £2,600,000 of railway profits. It must also be remembered that the
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Government get a good deal from opium and forests, in like manner. Well, it

is not fair, it is very unfair to talk about receipts derived in that way as being
cerived from taxes. They represent voluntary disbursement from those who

pay them, and when they are pui into capital expenditurd, it has been an

excellent result for the taxpayer. If, for instance, Hon’ble Members will
refresh their memory by turning to the last section of my Budget speech of last

year dealing with the public debt in India, they will find that, partly through

the reduction of our unproductive debt by the application of past surpluses we

now derive some £6,000,000 of clear revenue from our great capital under-

takings. Those transactions I say give you a mnet profit of £6,000,000

after providing for interest; and let me remind Sir Ibrahim

Rahimtoola that the strong position of India which he speaks of is owing to

the self-denial of our predecessors who went on through difficult periods in which

there were deficits, went on paying the money and left us in this strong position

in which we now are. But this does not warrant us in dissipating the capital

that our predecessors obtained for us and proceeding to budget for deficits.

8ir Ibmgim Rahimtoola also referred to the fact that the actual surplus of the

year is generally materially in excess of the amount budgetted for. Well, it is a-
particularly difficult task to budget for India, which isa sub-continent. My

predecessor referred to the Indian Budget, in a now classioc phrase, as &#gamble on

rains. I should ray now that it is in evon greater measure a gamble in railways.

Our figures may be materially altered—generally to the good, sometimes un-

happily to the bad—by the character of our railway receipts. Of course, we do

our best in calculating what our railway receipts will be ; we consult our railway

experts and s0 on;but we are all out sowetimes. Now considering the vast

scope of our railway system, the number of factors involved, and the extent to
which a small percentage of difference in profit or loss will affect the railway

Budget, I do not take any discredit for the fact that railways have, generally
speaking, done better than was expected ; though sometimes, on the other hand,

they do not doso well. In 1908-09, for instance, the then Finance Member
estimated for a surplus of £570,000, but got a deficit of £3,700,000, partly
throngh agricultural distress, but very largely throngh a falling off in rail-

way earnings. Similarly, in the previous year (1907-08) the surplus, as Sir
Ibrahim Rahimtoola quite candidly admitted, was less than was anticipated

in the Budget. Well, there being this risk, generally, of the Budget figures
not working out as we anticipate, it is far better to be on tho right side than

on the wrong. This year, for instance. as I have already said, I was really

anxious till the railways came to the rescue. If the railways had not, to the
surprise of everybody, of the experts themselves, produced very much more

thah we had any right to anticipate, instead of the deficit this year being a

million less than estiwated, it would have been probably a million more.

Well, I am not going to run any such risk next year; we cannot afford it.

I think Sir Ibrahim Rahimtoola has bad his eyes so fixed on Great Britain
and the shortcomiags of the Government there, as he puts it, that he has rather

forgotten what the financial circumstances of India are. The Chancellor of the:
Exchequer at home cap cub things rather fine, because he can, if things go

wrong, if there is a deficit instead of a surplus, raise money by exchequer bills ;

and then he can, when Parliament meets, also vary taxes, and raise money
in that way. In India, supposing a state of things was brought about—by

a trade crisis, we will say—in which the Goverument of India was losing
money hard. we should certainly not be atle to get money from the Presidency
Banks or the money-market generally. Al present, again. wé Lave not the
further resource of raising money at home; nor is anybody who is recally
acquainted with the circumstances of the people of India anxious to subject
them to perpetual alterations of taxation. There is nothing so much disliked

in this country as uncertainty; we know it from the salt tax. Bumour said
last year that the salt tax was about to be increased. There were unfounded
and exagoerated rumcurs this year as to the extent to which we proposed to
increase the 1ax, and speculaters sent the price up. We do not want that
state of things; wa do not want people apprehensive lest a turn of the tide
should impose some further taxation. We want, in imposing taxation, to do:
it in a definite and sound way so as to give us adequate resources.



248 - INDIAN INCOME TAX (AMENDMENT) BILL.
{ Sir WWilliam Beyer ; Mr. C. Vijiaraghavackariar.] [ 7TH Maron, 1916. ]

“8ir Ibrahim Rahimtoola says that every time there is a deficit
the Government of India imposes fresh taxes. Well, I do not admit
that this is so at all. There was a deficit in 1907-08 which was passed
by. In 1908-09, there was a further big deficit of nearly 4 millions, and
next year my predecessor imposed fresh taxes to the amount of a million.
Why did he do this? He did not do it merely with reference to the
-deficit, but with reference to the probable disappearance of the opium revenus,
which has disappeared since ; and as Itbld Council last year, the equivalent
of the taxes then imposed, £1 million, has been subsequontly allotted to education
and sanitation. Well, what does the present Government do ? There wasa
big deficit in 1913-14 attendant oun the war. There would be another bj
deficit in the current year, as we know. So long as we thought we coul
get on without fi taxation we did not tax ; we resorted to all sortsof
expedients which would not have been desirable except in very special
circumstances, borrowing from the Gold Standard Reserve and so on. But
now that we have come to the third year of deficit, and there is the prospect that
the war may go on for a long time yet, and that we shall later have to
reconsider our scale of expenditure probably, it would be absolutely immcral
to go on estimating for defiocits. 8ir Ibrahiin Rahimtoola propounds a little

. Budget in*which we shall have to sorap the salt tax and the income-tax and have
a deficit of £:00,000 which is to be covered by the grace of God, I suppose.
Anyhow, he hapes that things will be better than they are to-day ; if they aro
worse then make a raid on the Gold Standard Reserve, or meet them from
the cash balances, or from this or from that. I regard that as absolutely
immoral- finance. The Government proposes taxation so as lo give, I won’t
say a surplus, because that suggests a normal state of things, but an adequate
margin to meet a state of affairs which may be very materially worse than is
-antioipated at present. It may of course be better, I hope it will be, I shall
be very glad if that isso. ThenI am asked what I shall do if there is s larger
surplus than we anticipate. There is a very easy answer to that; we have
still got a very heavy - temporary debt which we ought to discharge assoon as
possible ; we have still £4,000,000 due to the Gnld Standard Reserve, and
£5,600,000 due on the India Bills. If our loan operations are sucoessful, we
‘may get some money to pay towards reimbursing the Gold .Standard Reserve,
‘but we have still the India Bills.

“Then I have been asked what I shall do later on if peace and prosperity
return and we find ourselves in an era of surpluses. I can give no pledge
-as to the repeal of any particular tax now imposed; when we are nearer to
prosperity we shall have to consider the matter. My own personal view—I am
here in sympathy with the Hon’ble Pandit—is that when we come to consider the -
remission of taxation generally, the taxes to be first cunsidered are those which
specially affect the pou., and I eay this that when we come nearer to prosperity
if I am still in office—or if I bave gono I can say the same of my successor—
Government will take into consideration how far the taxes which have been
imposed in times of adversity need; to be continued, and if remissions are thought
desirable, what particular form those remissions should take.

“ Lastly, I am surprised that, seeing that the Hon’ble Sir Ibrahim Rahim-
toola recommended that we should budget for equilibrinm or even a small deflcit,
he did not think less money should be obtained from Cnstoms, and I am
surprised that he should have .exposed himself to misconstruction—for mis-
-construction I am sure it would be—by opposing a tax specially designed
to make wealthy people like himself contribute to the public purse; I should
have thought that in his place it would have been more altruistio to vote for
the income-tax and propose a reduction of the Customs.

‘“ With these remarks, Sir, I move that the Report of the Select Committee
be taken into detailed consideration.”

The motion was put and agreed to.,

The Hon’ble Mr. C. Vijiaraghavachariar :—"8ir, in section
b of the Income-tax Act there are about ten cases of exemptions from the
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{ax ; these provisions are repeated in the Bill. I propose that sub-section (d)
be omitted. I shall read it, it runs as follows : —

‘ Any profits of 2 shipping company incorporated or regisiered ont of British India and
having ite principal place of business out of India and its ships ordinarily eogaged in seagoing
tralBe ont of Indian waters. .

“ This is the clause of which my amendment asks the repeal or deletion ;
it is not capsble of much argument either way; you have to look at the
yrinciple, if any, of the exemption. Ilooked at the Proceedings relating to the
passing of this Act in 1886. I did not find any cogent reason why this exemp-
tion was introduced in the provisions of the Aet of 1886. The Bill which
became the Act of 1886 did hot contain this cxemption, but after it was
referred to Select Committee, the Hon’ble Mr. Steel scems to have raised an
objection on the ground that this Act would annoy the shipping agents, and
it was also vaguely feared that Collectors would go to sg.ips and ask’ for-
various particulars, etec,, then the exemption was introduced. It was also
said that much money did not come in from this source under the law prior
to the Act of 1886. Why this was so, whether because it was not available or
whether evidence could not be reacbed, I was unable to gather from the Pro-
ceedings. Whaterer it may have been, the hope was held out that the point
was capable of revision at subsequent times. Now thirty years have passed
since the Act was passed ; at that time the great carrying country of the world
was England; chere has since then been a- considerable change in the
commercial and carrying capacities of the world, and I see no reason
why this exemption should be retained any further.

¢ With these remarks, Sir, I beg to move the ammcndment that stands in
my nsme—

“That for clause 3 of the Indian Income-tax Amendment Bilt the following shall bLe-
substituted, namely :— ‘ .

“3. In section 5 of the said Act the following amendments shall bs made, namely—

(a) clause (d) shall be omitted, and
(8) in clause (7) after the word ‘any’ the words ‘company or’ shall be
inserted.’ ’

The Hon'ble Sir William Meyer :(— 8ir, as I explained
in my speech introducing the Financial Statement, there are a variety of
matters in which the existing enactments will require revision sooner or later.
We did not propose to complicate this question of additional taxation by going
iuto all these inatters; that would have taken a long time and the Council
will readily imagine that we were pressed with Budget work and with the
special anxieties that war brings about.

“ As regards this amendment, I have looked up the point and have com--
municated privately with the Hon’ble Member. I find that, in 1586, the
then Finance Member and the Select-Jommittee thought that the tax on ship-
r'ng would have been very difficult: to collect. It would have been impossi-
ble owing to vessels going from country to country, and the cargoes being:
transferred from vessel to vessel, to estimate the profits derived from
Indian trade scparvately. Similarly, it would have been im:pussibie to estimate
the profits of the ships for the period that they were in Indian waters. It was.
said, too, that the shipping trade at that time—this would not apply now—was
in very low water. In 1912, before I assumed office, various suggestions had
been made in respect of the amendment of the Income-tax Act thal require
consideration, and a revisicn of this sub-section was one of 1liem. So if my
Hon’ble friend will take it from me that when a fitting opportunity offers
for a general revision of the Act, quite apart from the preseus emergency tax-
ation, this question will be fully considered. I hope he will be satisfied and
will withdraw his motion.”

The Hon'ble Mr. C. Vijiaraghavachariar :— The Hon’ble
Moember will perhaps permit me to say that this point required no serious in-
vestigation ; at the sametime as he tells me that the matter will be luoked into,
1 beg to withdraw my amendment.” .
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The amendment was, by permission, withdrawn.

The Hon'ble Pandit Madan Mohan Malaviya :—*“S8ir,
1 beg Lo move—

¢ That in clause (a), Part I, column 2, of the sccond Schedue set out in clauso 8 of the
Bill, for the figare “1,000,” the hgure *“ 1,200 >’ and for the figures  83-54 * the figure
“100 *” ehall be substituted. ’ '

‘¢ The reason for this amendment is very simple and very obvious. The
Government have very considerately exempted incomes up to Rs. 1,000 from
taxation. We feel grateful forit, but prices have risen and living has become
more costly, and the great bulk of the middle class find it more and more difficult
to meke the two ends meet. I therefore propose that the exemption should be
raised to Rs. 1,260. It will not cost the Government an excessively large
amount. I have looked up the figures for 1911-12—tfigures for later years not
being available to me. They show that in that year tho number of persons
who paid income-tax on incomes ranging from Rs. 1,000 to Rs. 1,250 was
‘98,716. That was the number of persons assessed on incomes between
Rs. 1,000 and 1,250 ; but the total sumn raised from them amounted to
Rs, 15,31,213 only. 8o, that when nearly a lakh of persons were asscssed and
put through all the dificulties and hardships to which income-tax assessments
-expose the wriddle class people, the total summ realised by Government was
only BRs. 19,31,213, I wsubmit, 8ir, that in view of the great increasec of
taxation in recent years and of the proposals for additional taxation which
have been before the Council during the last few days, the Government are in a
position to remit Rs. 19 lakhs and to bring relief 10 a large body of middle class
people throughout the country. If the Government will be pleased to give
up Bs. 19 lakhs they will afford relief which will be substantial to a lurge
number of men, and the finances will not much suffer.

“It may be said that it is rather strange that when Government. are resart-
ing to fresh taxation in order to raise more revenue, I should come forward
-with a proposal to-reduoce or to give up a part of the existing revenue; but
I submit, 8ir, that the very fact that fresh taxation is being put on, and thata
large sum is being raised therby, affords justification for the view which I
-am submitting to the Council. The salt tax is a tax which everybody amongthe

" middle class will pay ; the import duties will also add to the burden of the
general middle class pecple. ~For these reasons, I hope that my proposal will
commend itself to the Hon'ble Finance Member, whose sympathy with the
-general middle class people and the poor is very well-known, and I do hope
that the Government will see their way to accept it. **

The Hon'ble Sir William Meyer :—“Iregard the proposal
-of the Hon’ble Pandit with a goud deal of personal sympathy. In faot, if
I may make a confidenco to the Council, onc of my day-dreams when 1 was
first taking up the post I now hold was that I hoped to be able, before my
‘term of office was over, to enlarge the sphere of exemptivus from income-tax.
But fate has willed it otherwise, and instead of the peace and prosperity that.
marked my predecessor’s regime I have fallen into an era—a Kali-yuga—of war
and troubles. As matters stand at present, I am afraid I cannot accept
the amendment. It would involve a considerable amount of money—
£140.000 according to .the rough calculations I have made. But there
is 2 ‘more important principle involved. This tax has been borne for 30 years.
Idnnot think it would be right, at a time when we are usking a number of
people to bear enhanted taxation in one way and auother, that we should start
remitting a tax which basbeen so sanctified by custom. It would be really
‘inconsistent. I must therefore oppose the amendment; but I can sssure the
Hon’ble Mover that if atime should comeat which I ghall be iu the happy
pesition of considering remissions of taxation instead of impositions of taxation,
this will be one of the first things that I shall then consider.”
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The Hou’ble Pandit Madan Mohan Malaviya :—“I know
that when my Hou’ble fricnd has decided a question, his decision must be
finil, and so I must: bow to it, though I feel that, with his sympathy with
the proposal, he could have casily spared 19 lakhs wlien he is raising an additional
revenue of 8 millions. I do not wish to take up the time of the Council any
miore. I thank my Hon'ble friend for the assurance he has given, and trust that,
in the not distant future, this proposal will be actually carried out. I do not
press my motion.”

The amendment was, by per;:nission, withdrawn.

The Hon'ble Pandit Madan Mohan Malaviya :—The
other amendments were consequential, and they will not be moved, namely : —
“That in the table in Part 11, col 2 of the 8 d Bchedul
(a) entry 1 eball be omitted, and
(8) for the figures “ 1,000 * in entry 2 the figures 1,200 ** shull be substituted.
¢ That in tho table in Part I1I, column 2 of the same ScLedule—
(a) entry 1 shall be omitted, and
(8) for the figures * 1,000 >’ in entry 2 the figures « 1,200 >’ shall be substitated.
¢ That in clause (a), Patt IV, column 2 of the same Schedale —

(a) the words and figures “ not less than Re. 1,000 but less than Rs. 1,250 the tax
shall be Rs, 20 ’ shall be omitted, and

(8) for the figures 1,260 ** were they occur for the second time the figures « 1,200
- shall be substitated.”

The amendments were, by permission, withdrawn.

The Hon'ble Mr. C. Vijiaraghavachariar :—*“8ir, I beg to
move— CT _

¢ That in cleuse (a), Part I1I, column 1, of the Secord Schedule ret ont in clause ¥ of tho
Bill, the words ¢ by draft on any place in British India * shall be omitted.”

« This amendment nesds some explanation. A distinguished friend of mine
asked me, as soon as I came here this morning, what I meant by this amend-
ment. I owe it to the courtesy of ths Houn’ble Finance Miunister if I proceed
to give that explanation. I sent out the amendwent partly in ignorance and
partly from suspiciou ; but in the light of the lessons which I have derived this.
morning, I don’t believe that my amendment is altogether out of order.

« Hon'ble Mémbers will remember that our Income-tax Act is constructed
very much on the lines of the English Income-iax Acts, that is to say,
incomes-are doubly immuoe from income-tax, firstly, if any income comes
within one of the ten exemptions mentioned in section 5, the proprietor
of that income pays to incoine-tax. That I shall call positive immunity,.
but it does not follow from this that incomes which do not come into the
list of exemptions necessarily pay income-tax. Section 4 creates liability
to income-tax only those incomes which can be traced to the sources
mentioned in Schedule [I, so that a man may negatively escape income-
tax if his income is not traced to the sources mentioned in Schedule II. As
far as I understand the English Acts, they are also constructed oa the
same principle, and I believe that orce upon a time a judicial decision was
reached whercin it was held that the owner of a property which did not come
under a..y one of the items mentioned in the English Schedules, A. B. C. D.
and E., was not liable to pay income-tax notwithstanding that that pro-
perty did not come within the list of exempted properties. My amendment
relates to this aspect of the law. My suspicion is that certain proprietors
of incomes, by reason of the words which I wish to delete, escape the payment
_of income-tax altogether. My amendment relates to the following clause—

.1t is repeated in ‘the present Bill—Part IlI, clause (a). 4e, interest on,
.« promissery nc'es, debe.tures, stock or other sccurities of the Government cf
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India (including seourities of the Government of India whercon interest is pay-
able out of British India by draft on any place sn British India)’. I propose to
-omit the words ‘by draft on any placein British India’. I could not understand
why liability to income-tax was restricted to this particular form of payment.
I strongly suspected, as I said when I sent in my notioe of amendment, that
under this qualification the holders of our Sterling loans escaped income-tax
altogether. I need not remind the Hon’ble Council that tho income-tax under
our Aot, as in England, is collooted in two ways. One is before the income
reaches the owner, by the method of what is called catching it at the source as
in the case of Government promissory notes, where when the intersst is paid the
income-tax is deducted and then the balance is sent to the proprietor. Of

" course, if wo are not liable to pay income-tax at all, we must apply afterwards
for a rebate but in any case, whether the holder of a security is hable or not
liable on account of the minimum income from all sources being below Rs. 1,000
a year, if he is not liable to pay income-tax, the tax is yet deducted from the
interest on the security and later on heis entitled Lo apply and get a refund.
Bat in all these cases the income-tax is taken at the source and not oollected
afterwards from the owner of the income by proof as to what ho has obtained.
Now, in this particular case there is this difference between the holders of rupec
securities and the holders of sterling securities as a class. The holders of our
Sterling securities, unlike the holders of the rupee securities, escape paying
income-tax allogether. They are not caught atthe source on account: of the
existing wording of the clause in question, and as they are heyond the jurisdio-

..tion of the Government of India, they altogether escape as the second method
of assessing and collecting the tax is not available in their case. I therefore
beg that these words should be omitted in order to bring that large class into
the scope of our Income-tax Act.”

- 1

The Hon’ble Sir William Meyer :—*I understand, and in a way
:sympathise, with the Hon’ble Member's desire to get inore money for us,
_but I am afraid that his proposal is pot feasible. In the first place, he says that
holders of Sterling securities escape the income-tax. The: escape our income-
tax because they are not liable to it, but they pay at the source in London
to the British income-tax. Now Sterling securities have been ruled by the Law
Officers of the Crown (and that necessitated an amendment to the Trust Act the
other day) to be technically not Indian securities, that is not reourities of the
Government of India; they are securities issued in London by the Secretary of
State for India. Sothat tﬂey are not taxable as securities under the Act, but
only in the event of the proceeds being remitted out here, in ywhich case they
-are taxable under section 3 (5) as incomes or profits accruing or recoived in
British India. But as my Hon’ble friend came and spoke to me on this
matter yesterday, I put it to him that, even if we had the power—which we
have not—of taxing these Sterling securities, it would be very inexpedient o
doso The interest on our internal loan we can tax as wo think fit, but we do
not borrow in London for the mere pleasure of it We borrow because we need
the money, and the money is found for us by people who bave often no
connection with India and no desire to c-me to India, but just put their money
into Indian investments as they might into Japanese or Australian, as a little
Ainvestment. These people already pay a heavy tax to the British Government on
what they get from our Sterling securities or other sterling securities which they
hold. If we szddle them with a loc.l income-tax as well, the result will be
that our loans will fail ; either we shall not be able to borrow, or we shall
_bave to raise our rates and lose much more than we gain by this relatively
small amount which my Hon’ble friend would like to rope in. All countries
recognise the difference (Japan especially) between an internal and external
-debt. On your oxternal debt you have got to treat your creditors lightly,

because otherwise they will prefer to lend to somebody else.

* I may finally observe that, apart from that, a question has been raised—
-and I think it will have to be considered in connection with the readjust-
ment of the fiscal relations between the component parts of the Empire
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‘which His Majesty’s Government bas indicated—the question of the double
income-tax, as to whether it is right and expedient that profits which people
have made in (say) Australia or India or Canada, which are subject to income-

x by the Governments of those countries shovld be taxed again in London.
‘We should certainly weaken our case, if we were—assuming cven that we had
-the power to do so—to start the policy of double grab and say we are going
to dip our hands into pockets which have already been mulcted by the British
Exchequer. For these reasons, Sir I am quite unable to accept my Hon’ble
friend’s amendment.”

The Hon’ble Mr. C. Viitaraghavachariar :— Sir, I fear that
it would be very bold and perhaps impertinent of me, just a pupil who received
his lessons to-day and yesterday, if I attempt to traverse the arguments of the
Hon’ble the able Finance Minister, but it does strike me that, if, as his pupil,
I cannot venture to criticise him, I may yef ask him some guestions. It is, I
believe, open to a pupil to ask questions of his teacher. So I do desire to ask him
some questions. If double income-tax is paid as rerards certain incomes, both in
England and in the Colonies, may I know why, till a final Imperial settlement
is reached, double income-tax should not be paid, both as regards India and
‘England ? And this is my question No. 1.

 But if there should be no double income-tax, why should not Ergland be
the loser ? The money lent is ours; why ehould we lose - the income-tax P It is
only by a sirange fiction that these Sterling securities are called securities of
the Secretary of State. This fiction rests on an old remnant of, I should
say, superstition of the old John Company whose principal place of business
was in London. What business has the Secretary of State to call himself
the ‘Government of India’? The Government of India is here; and the
Becretary of State for India is our agent for this purpose. Instead of calling
those securities securities of the Secretary of State, may we not more
accurately call them securities of Government of India from whom the money
.comes? And instead of enfacing interest ds payable 1t Whitehall, why not
enface them as payable in Delhi and add to the prestige of new Delhi? That
is my question No. 2.

“May I ask how long is this artificial distinction between rupee loan and
Sterling loan to be kept up? By the change of currency laws in India we
have dethroned the rupee Irom its ancient position, and it is fast becoming a
mere token coin. I cannot understand then why any distinction is still kept
up any further between rupee loan and Sterling loan. Are the two classes of
loans necessary ? Cannot all be Sterling loitns now ? Is the artificial distine-
tion between the two sets of loans and securities desirable ? That is my question
No. 8.

<«Now it is said, the Hon’ble Finance Minister bas said so, that if we
insist upon income-tax as regards holders of Sterling securties, our loans
in future would fail. Would 1t be altogether a disadvantage ? If loans in the
foreign markets are not available for us on fair terms, may we not then learn,
more and more with the co-operation of the people of India, and not as now
with the help of foreign investors; how to adjust our own domr:.stic gﬁairs and
to get our loans in India itself on such terms as may bé possible? And
would not this course be a great natioral advantage in every interest # I simply
ask this question. That is my question Ne. 4.

« I would also ask you to give me an answer to one more question and I
shall sit down, and that question is this:—TIs not the present policy holding out
a promium to moneyed people to invest their money in Sterling loans instead of
rupee loans? If Sterling sccurity holders sre immune {rom the Indian income-
tax, if investors in this country can easily obtain Sterling ;ecuritie_s, directly
or by transfers, would they think of rupce loans with the invidious liability to
pay incore-tax on the interest ? Is not this a very unsound fiscal policy ?
‘And s it not holding out a premium in favour of Sterling loans and make
-savings in this country shy of investment ia rupee securitiea ?
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“Those are the questions I would put and if the Hon’ble the Finance

Minister will kindly answer them satisfactorily, I will cortainly withdraw the
amendment, otherwise I fear I must press it.” R

The Hon’ble Sir William Meyer:—“Itis getting late and
I should prefer the alternative of voting on the amendment at once to answer-
ing the questions.”

The amendment was put and negatived.

The Hon’ble Sir William Meyer:—*“I now move that the
Bill, as amended by the Select Committee, be passed.”

The motion was put and agreed to.
The Council adjourned to Thursday, the 9th March, 1918

A. P. MUDDIMAN,

Secretary to the Government of India,
Legislative Department.
DErHI;
The 17tk March, 1916.
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