e s RUTH FI—-—‘-N o
Dhananjayanw Gadgil Library ¥

LTUEL AL

i

GIPE-PUNE-009862 %

: "
* o

Federation ofIndian Chambers of ™ -
Conmerce and Industry. 1931-33.

~

*1, Progs: 4th Xeeting, Lelhi 7t.h to
T 9t.h April, 1921, Dp.208 plus x
: K82, dvi, G

2. Pregs: 5th Meeting, .'Delhi,
. 26th & 27th harch 1932, Pe 66 plus v.
’ KS:TodNp Ga
LR Progs. 6th Xeeting, Delhi,
Iﬁth & 16th .&pnl 1933. pp.l165.

4. 3epart of the ﬂepresent.atives of
the Federation at the 2nd
Round Table Conference, 1932.
DP. B-96 and Appendix.

NV2:2pyN3z Qv
<== C0U ===

98@2-



N g

,Fet’eratmn of lndlan Chambers of
Commerce "and - ]ndush:y o

PROC@EDHNGS..

OF THE . ,

FOURTH ANNUAL MEETING
‘ HELD AT
DELHI

on 7th, 8th & gth April 1931,

1931.



X5.2 dN2



> TABLE- *»(,

Tuesday, !}IG 7ﬂl A /

;

vy MQR?'J;NG SES.e#f.

X
- \

‘Speech of the President, Lala Shri Ram
2, Mahatma Gandhi’s Address )

3. Mr.G-D.Birla .. .. . .
* Vote of thanks to Mahatma. Gaudhl

=

. AFTERNOON SESSION.

4. Resolution—Agricultural Produce
Mr. Walchand Hirachand
Mr. Nalini Ranjan Sarker
Mr. P. S. Sodbhans
Mr. R. K. Sidhwa .
Mr. V. Ramdas Pantulu >
Mr. K. L. Gauba
Mr. Ratilal M. Gandhi
R Mr. Behram N. Karanjia
Mr. Kishen Prasad
The Hon’ble Sir George Rainy, xcsx., K.CLE
The Hon’ble Mian Sir Fazl-i-Hussein, k.c.LE,
- Kt.
Mr. Walchand Hirachand

B Resolution—lnsurano;a Legislation

Mr. K. S. Ramachandra Aiyar

““VMr. Nalini Ranjan Sarker .. .
The Hon'’ble Sir George Rainy, K.C.5.1., K.C.LE,
Mr. K. S. Ramachandra Aiyar ‘o

. 6 Amendment to the éonsﬁtution

7. Resolution—Motion for Adjournment of the House
President’s Remarks .. .. .-

Mr. P. S. Sodbhans .. o
_ President 's Remarks . " .

160
161—-

S8 464 .
14,—1"'}'

17—18
17—18

20—21
20—24
2428
2829

30—33
33—35 -
35—37
37—41

. 4142

4246

46—50
50—51

52
5256

57—59
59—60

61

age



pril 1931.
/SION

_olution—Industries

Mr. Faku‘)ee Cowas,]ee . . .
-Raja Sir Daya Kishen Kaul, K-8.E, C.LE, D.B.
Mr. Hooseinbhoy A. Lalljee —

Mr, Mahomed Ismail .
The Hon’ble Sir George Ramy, K.C.S.I, K.CLE

9. Resolution—Currency and Exchange .
' 8ir Purshotamdas Thakurdas, Kt.,, CLE, M.B.E
Mr. D. P. Khaitan o
Mr. Kasturbhai Lalbhai
Mr. B, S. Dabke o

AFTERNOON SESSION

Mr. R. K. Sidhwa v e
Mr. Begraj Gupta e .
Mr. Rajendra Somnarayan v T
-The THon'ble Bir George Schuster, K.cS.IL
K.C.M.Gs CB.E, M.C.
Sir Purshotamdas Thakurdas, Kt., C.LE.,, M.B.E.
.+ . The Hon’ble' Sir George Schuster, X.C.8.5L
: K.C.M.G., C.BE., M.C.

10. Resolution—8ilver
Mr. Chunilal B. Mehta .
Mr. Mangaldas Motilal Sheth .
The Hon’ble Sir George Schuster, k.c.s.,

K.C.M.G., C.BE., M.C.
Mr. Chunilal B. Mehta e
President’s Remarks :

1
—Resolution—Industries (continuation of discussion)

Mr. H. S, Mahomed
Mr. Nalini Ranjan Sarker

Paces.
63

66—67
&
152—156
66-73
7317
7781
81—84
84—90

9192
91—96
96—03
98—99
99104

105—107
107108
108—109

109—127
127—-135

135—137

137—138

137—144
144—145

146—148
149
149—152

152—156
152--155
155—156



1.

12,

13,

8 ...‘Vt'v) .
Al

AFTERNOON SESSIU..

Resolution—Burma = .. i /7 ..
Mr. Ranchordas H. Gandhi ..
Mr. B. Das , . - ..

* Mr. Maung Maung Ji

Resolution—Rights of British Mercantile Commu- '

nity and Reservations and Safeguards
Premdent s Remarks

Resolution—lmprovement in the conditions of
. workers

»e

“ -~ ‘toption of the 4th Annual Report. and the

5

- -dtatement of Accounts .

{ Aflintion to Non-Indian Centra} Organisations ..

_ Representative of the Federation in Germany

Thursday, the gth April 1931.
'MORNING SESSION.
Lt. P. S. Sodbhans |, '

Mr. Hoshang N. E, Dmshaw ve .
Mr. Fakirjee Cowasjes .. . .
Lt. P. 8. Sodbhans .

Mr, J. K. Mehta N . .
Mr. Begraj Gupta . e e

Mr, Hoshang N. E. Dinshaw

Mr. Ratilal Mulji Gandhi .

Mr. Amrit Lal Ojha .

Mr. Srikrishnadas Lulla

Mr. B. S. Dabke

Mr. Devidas H. Shah

Sir Purshotamdas Thakurdas, X.T., C.I. E.,
MBE ..

Mr. Nandlal M. Bhuta

17. Amendment of Indian Companies Act ..

M P W Qdhorae

5 of -
160
161~

164 .
165166

166

[

167170
170173
172189

175
175 -
176178
178
179180
180
181
181—182
182—183 -
183—184
184
184185

185—189
189

189192
&

201—202

100—191



21.

23.

24.
25.

26.

‘iv

i

C\ + SESSION—(contd.) /

- N -

ut. P. 8. Sodbhans .. -

Mr. Fakirjee Cowasjee . ..

Sir Purshotamdas, Thakurdas, ¥.T.. C.LE., |
M.B.E.

Amendment of the Rules

Nomination of the Representatives of the Fede-
ration on Public Bodies and participation in
the Round Table Couference by the Repre-
sentatives of the Federation .

’l}esolution—l’s,troilage to Indien Industrles ..

Resolution—Unfair Activities of lFore'ign Con-
cerns and their effect on Indian Enterprises ..
Mr. K. C.De

Establishment of Central Library

Suggestions—Re: Venue of ‘the Next Annual
Session .

AFTERN(;)ON SﬁSSION
Election of Office-Bearers e
Vote of thanks to the President
Vote of thanks to.the Chairman
Chairman’s Concluding Remarks e

Message from the retiring President

PacE
19119
19
192——19

194—19

19719

199—20
19

20520

| 206—20

207—20!

20



APPENDICES



APPENDIX : “A”,

(Copy of a letter dated London, 29th September‘, 1931,
addressed by Mr. G. D. Biria to the Editor of the
Manchester Guardian.)

STERLING AND THE RUPEE.
Currency Policy of the Indian Government.

In 1927, in the teeth of popular opposition, the Gover-
ment ‘“plus-valued’ the rupee from ls. 4d. to Is. 6d. (gold)
when other countries had either devalued their money or
come back to their original parity. The legislation was passed
by a narrow majority of three, and of the sixty-eight votes
cast in its favour nearly forty were those of either officials or
nominated non-officials and Europeans,

Public opinion was as uncompromisingly opposed to
the new ratio after its fixation as it had been before. Warn-
ings which were repeatedly given turned out to be true. The
fall in the prices of articles which India exports has been
much more serious than that in the prices of articles which
she imports—in natural consequence of an appreciated ratio.
While the fall in the case of imported articles between Sept-
ember, 1929, and December, 1930, was 16 per cent that in
the case of exportable commodities was no less than 36 per
cent. This so much affected the purchasing power of the
agriculturists that eventually imports came to be as unsale-
able as exports. Deficit Budgets became the rule rather
than the exoception. Gold resources were frittered away.
Debts have continued to pile up. The total interest-bearing
obligations of the Government of India, whether in rupee or

in sterling, have stood as follows :—

March 81, 1924 ... w 919,00 crores.
March 81, 1927 ... w. 1,006.19 crores.
March 81, 1931 ... s 1,171.96 crores.
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Thus a new debt of about 252 crores (2.520,000,000) of
rupees has been contracted during the last seven years, and
the rate which bas been paid for three months’ accommoda-
tion has been anything from 1 per cent. to 2 per cent. higher
than the rate at which banks have been able to obtain deposit
for a like period. No wonder that at tim s when money
has been available in other financial centres at 2 per cent, ot
1} per cent. the Bank rates in Calcutta and Bombay have
been as high as 7 per cent. or even 8 per cent. The nct cont-
raction of currency from April 1, 1926, to date bas amounted
to about 125 crores. Trade has suffered and so has industry.
The Indian agriculturalist finds himself at present unable to
meet his liabilities. He isnot in a position to-day to vy
either the Land Revenue or the interest on the money he I as
borrowed. No doubt the world depression is partly to blame
but it is the appreciated rupee which has precipitated a
crisis in his case.

Indian merchants have spoken, at times appealingly,
at times, with bitterness, against the currency policy of the
Government, but on every occasion what they have been
given was a sermon on the advantages of the stability of
exchange. In registering their protests they have to put up
with a good deal of libellous misrepresentation, for they have
been described as men who had remitted their money out of
India and were pressing for a lower exchange from selfish
motives. It was dishonest but nothing unusual for those at
the helm of Indian affairs to indulge in and abet propaganda
of this kind against their opponents.

England’s malady has been similar to India’s but not
half as serious, and what has she done? Retrenched and
suspended the gold standard; tariffs, of course, being still
to come. When Great Btitain chose, and chose rightly, to
suspend the gold standard we might have expected, even at
this late hour, similar action in India and those who heard
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the Finance Member's statement that “the Government of
India had decided %o issue an ordiance giving effect to the
decision to suspend the statutory obligation to sell sterling
or gold against rupees” must have heaved a sigh of relief
until the Secretary of State came out with quite a different
statement in the Federal Structure Committes. “To follow
gold,” Sir Samuel Hoare said, “and so to increase the sters
ling value of the rupee at this juncture is, I am sure you will
agree, out of the question. It has, therefore, been decided
to maintain the present currency on a sterling basis. Tam
satisfied that this is the right course for India, and is the
most conducive to Indian interest. The Government of India,
will accordingly continue the policy under which stability in
the terms of sterling has been secured in the past.”

The two statements are not the same, as while the
former suspends all standard, the Secretary of State adopts
a new standard which is neither of gold nor of silver nor of
commodities, but of a sinking sterling.

The effect of this policy may be disastrous in many
ways. For one thing, the rupee, event if depreciated to the
extent of 50 per cent in terms of gold, must remain at 1s.
6d. in terms of sterling, even if sterling does not depreciate
more than, say, 20 per cent. It can so happen because the
British Government has already taken steps to see that capi-
tal is not exported out of Great Britain, and it is impossible
not to suspect that this move is designed to help the British
investor to bring his money back from India at 1s. 6d. when
suspending the exchange standard entirely would have depr-
ciated the rupee, not only in terms of gold, though to a
greater extent, but also in terms of sterling.

Again, assuming for the sake of argument that the rupee
is in a better position than the sterling, and that thereisa
tendency for British capital to go out to India, what would
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then be the function of the Government of India in order to
maintain the rupee at 1s. 6d.? The Government will have to
buy sterling at 1s. 6d. freely when it no longer represents
gold. All the rupees issued in India in this manner will have
no other backing than sterling.

Such is the position to-day, at a time when the Round
Table Conference is sitting to make India an equal partner in
the British Commonwealth. Will the British public take note
of it?--Yours, &c.,



APPENDIX “B.”

Extracts from the Proceedings of the
Federal Structure Committee.

18th October 1931, I11-0 A.m.

Head No. 4.
(Distribution of Financial Resources between the
Federation and its units.)

Disocussion on the Report of the Federal Finance
Sub-Committee.

Sir Purshotamdas Thakurdas : *The Report of the Sub-
Committee is unanimous, and to that extent I am sure that it is
particularly welcome to this Committes. I should like, if I may,
to make a few general remarks before I go on to deal with some of
the details. The Report deals with a difficult subject which
requires careful elucidation of important underlying prineiples. -
Happily in regard to this question there are no special vested inte-
rests, liable to challenge, which have to be bursed. There is no
conflict with Great Britain, and there are no sectional prejudices
either, It, however, requires constructive ability and outlook of a
high order to foresee the difficulties which must develop, and which
will have to be faced before long, if the Federation of British
India and Indian India-both sons of the soil .and both
interested equally in the Motherland and her progress and
credit at home and abroad -— is to march onwards to the goal
of a powerful unit in the British Commonwealth of Nations. The
sub-Committee, therefore, may rightly be congratulated on their
broad vision and general spitit of avoiding enmcroachment on the
views of either side in framing their Report.

#Vide pages 163-164.
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On the various important recommendations made by the sub-
Committee the one which is most ouatstanding is their suggestion
that the field of enquiry should be divided into two parts, and that
two Expert Committees should be appointed to deal with those two
parts. The questions to be referred to them ere of & most compli-
cated and even, in some cases, delicate nature. It is to be hoped
that this Commistee will aceept the Report with a strong recommen-
ation that the personnel of the two Expert Committees should be
such as will inspire full confidence, and that the Reports of those
Committees will be accepted as giving a good start to the machine
of Federal finance. These men must be experts, as far as possible,
in the various questions - men who will, without fear or favour,

decide the questions unbiassed and in as practical a spirit as pos-
sible.

1 should like to make a few observations about some of the
important details which require notice here. In paragraph 6 there
is a sentence which requires special notice. It is the last sentence
of the first sub-paragraph. The Report says:—

. “No classification of pre-Federation debt as “Federal” and
“Central” for constitutional purposes could be eontem-
plated of such a kind as to aflect the position of the
lender”.

This is in marked contrast with what is said on page 5 of the
Memorandun of the Finance Department of the Government of
India, where it is observed in paragraph 11:—

“It would therefore be correct, if any such distinetion were
made, to regard the main portion of the Sterling Debt
as s Railway liability to be assumed direct by the Fede-
ral Government. In any chse it will make for simpli-
city if Central's liability to Federal iz recognised as a
wholly rupee liabiality.”

I have no doubt that the observation in the Memorandum
of the Government of India is incorrect; and 1 would venture to
say it was uncalled for and, unless challenged, may lead to com-
“plications.
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‘Whilst on this subject of pre-Federation debt, I must observe
in passing that the acceptance of the Report of the sub-Committee
does not prejudice the broader questiou of an investigation of the
liahility of India for the whole of what is called the Public Debt of
India. That is a separate issue and bas to be considered on its
own merits. There are those who hold strong views about this
matter, and ;hej must ‘not be considered to be affected by the
acceptance of this Report. In fact I would suggest the addition of
the words * taking this term in its wider sense” to the last line but
five on page 5 of the Report. That, I think, will at leass bring
out the difference, which I think is very pertinent to the two consid-
erations, namely, the gquestion of debt in this Report and the
broader question to which I have just referred.

In paragraph 18 of the Report, Transit duties, whether in
the Provinces or in the federating States, are forbidden, and simil
arly the Provinces are debarred from levying internal Customs.
This should be welcome to all. Transit duties in the Provinces
and federating States would involve the negation of federation. As
regards internal Customs, it can only be hoped that the States
before long will come into line with the British Indian Provinces.

Regarding Grants to Constituent Units, dealt with in paragraph
14 of the Report, I suggest, Sir, that of the various considerations
indicated in the first sub~paragraph there should also be included,
for purposes ot consideration by the experts, the question of contri-
butions to be made to taxation by the British Indian Provinces. I
daresay thau thav is perhaps included in the words “or to some
other criterion ” which is in the sulrparagraph of paragraph 14,

Then, with regard to Income-tax, paragraph 15, I would like
to refer to the last sentence on page 8, which reads :

“ The distribution of the proceeds of Income-tax among the
Pronvinces ( even though there may initially be conute-

rvailing Contributions to the Federal Government, as™

proposed in the next paragraph ) may: also form s very
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convenient means of alleviating the burden of two or
three of the Provinces which, under the present system,
are universally admitted to be poorer than the others. ”

I wonder, Sir. whether this would be desirable. If it is
suggested at any stage that some Provinces should be specifically
helped by the Federation, I suggest that it would be better to make
a direct contribusion for that purpose rather than to mix that up
with the question of contributions to the Provinees out of the Income
tax which we may recover from the Provinces. 1always have felt
that it is easier and simpler, in the long run, to make contributions
on merits rather than to prejudice the clains of any Province or
any Unit to its just share in the general pool.

Lord Peel : It would be partly a matter of book-keeping,

would it not ?

Sir Purshotamdas Thakurdas : Yes, except that it would be
some-what difficult to beat down a Province in the
proportion of contributions to which it may be entitled
out of the general pool.

e

Sir Akbur Hydari : De you mean by the * general pool”

the Federal pool ?

Sir Purshotamdas Thakurdas : No [ am particularly referring
to the pool with regard to the IncomeTax-Income-tax
which is collected by the Central” Authority and is
then distributed after the expenses are deducted to the
Provinces. That is what I think is indicated in the
sentence which I have just read.

Sir Maneckjee Dadabhoy : You are referring to the British
Indian pool.

Sir Purshotamdas Thakurdas : Yes, that is it.

Under paragraph 20, “Maritime States and Kashmir”, I
have just one suggestion to make, which may looked upon as verbal
but which I think is very necessary. I will read the third sentence
of the paragraph :
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“One principle which :we would lay down is that, in all cases,
the import taritf at the States’ Ports should be not less than that

at Ports in the rest of India.” [ would suggest that it, shonld
read :=—

...... Should be the same as at ports in the rest of India.”

I may be told that this was the intention of the sub-commi-
ttee; but I wish to draw attention to the fact that there should be no
elash with what is laid down and agreed upon in the Internationdl
Convention on the Regime of Maritime Ports, which requires that she
import duty at each port of a country should be the same. I daresay
that this is more of technical than of practical value; but I felt that
at this juncture I might just draw attention to this importans
comimitment, and a very useful one too.

Regarding Borrowing Powers, which are dealt with under
paragraph 22, the sub-Committee is unanimons that there should be
no power to Units to borrow abroad and I expect that that will
meet with the approval of all of us. Normally, the Federal Gov- .
_ergmeds should be able to borrow cheaper than separate units; but
it is perhaps necessary to let Units have the right to borrow inde-
pendently if they wish to, or indeed if they can. Personally, I.
thiuk, for the fir~t few years perhaps, say, ten, at least - a more
striet coutrol would be advisable. The Federal Loads Boards, even
though technically advisory, and having no direct power over the
various federating Units, should be powerful, by its influence and

the confidence it will command in the public eye, to exercise a salu-
tary check.

I feel that, as to paragraph 25, where some reference is made
to the Commercial Departments, nothing that is said here should
prejudioe us from taking up the attitude which some of us desire to
take up in connection with these Departments, which will, I take it,

come up more properly at a later stage. 1 have no more remarks
‘o make,
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18th November 1931.
Commercial Discrimination.

Sir Purshotamdas Thakurdas :* Sir, I feel that the subject
with which my friend Mr. Benthall has dealt at such length is
not one which he has found very pleasant to dwell upon, and I
can assure him that I am in common company with him when
1 speak on the subject. Mr. Bentnall began by saying that he
thought it was only right that he should be frank in dealing with
this subject ; and I am sute he would expect me also to be equally
frank and outspoken in expressing the views which I know are
shared very largely by Indians all over my country. It issa
pity that we are to-day, as far as the discussion on this subject
is concerned, speaking in an atmosphere surcharged with suspicion
and distrust — if you like it on both sides, but certainly from the
British towards the aspirations of India. IfI may summarise, in
one word, the net result of what Mr. Benthall hus suggested, I do
not think I would be exaggerating if I say that he does not want
no racial discrimination in Indis against the Britisher, but he would
rather have—I do not know whether he insists on it or not—no dis-
crimination regarding anything in which a Britisher,is interested in
India, irrespective of the merits of the subject, about which there
_may be some sort of restriction, and irrespective of whether there
are Indians in that industry or in that particular branch of activity.
The result of what Mr. Benthall required <truck me at apy rate as
indieating :  * You shall not touch anything in which any Britisher
is interested, and we want provision for it from now.” 1 wish to sub-
mit that that is a tall order, and, if, I may say so, it is a demand
which does not appear to me to be justified.

Mr. Benthall appealed to us to put ourselves in the
position of the Britisher who has an interest in India. [
I fully appreciate it and [ can assure him that the just apprehen-
gions of the Britisher are apprehensions which I do not under-
estimate and which I am quite prepared to value at their
correct worth, But at the same time 1 would like him, when he

# Vide Pages 410-411,
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" is thinking over this subject further this afterncon, and beforé
tomorrow morning to put himself in the position of the Indian who
is today seeking reform and advance constitutionally, and find out
for himself whether the restrictions which he has indicated do not
practically amount to shackles on the development of India com-
mercially and industriliy-shackles which have no parellel in any
other country or in any other British Dominion. If Mr. Benthall
will only promise that he will do it, T will assure him, not only
on my behalf but on behalf of every one of my colleagues here
with whom I have had talks about this, that we all wish to enter
into the spirit of the Britisher who seeks protection in this matter
from any aggression in the future.

One instance which my friend stated was this: He said that
India has been built up economically and industrially with British
capital. He then pointed out his ideal that India may in the
future draw capital from London in the same manner as the
United States drew capital from Britain in the early years of her
development. I am sure it would not be difficult for Mr. Benthall
to follow me when I say that there is hardly a paralle]l between
the two., India has borrowed from Great Britain exclusively till
now, but that capital has brought on all sorts of handicaps on
India-handicaps of the most serious character, and handicaps from
which the United States were completely free. Let me give only
one instance which cannot be challenged and which will be
eppreciated by everybody. I wname the company — managed
railways of India.

The capital for these—and these railways have done enormous
good to the country, and developed it; that is not at all doubted—
was lent by London. The head offices of those companies were
located here. The railways were managed from a distance of six
thousand miles, and what bandicaps did that bring us? Inany
ordinary country, beyond the system of railways which developed
from 1846 till 1900 and up till to~day; there wonld have been
developed all those various subsidiary industries necessary in order
that all component parts of vhe railwaya could be built in Indis.
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Was anything like that done in India? As long as the control
tvas here with the companies they insisted upon sending out the
materials from here, even at the risk of starving the oue steel
company which is looked upon in India as a national institution,
and the greatest of pressure was required to be brought to bear by
His Excellency the Viceroy and the Commerce Member in India
from time to time in order to get the company-managed railways
on to the policy of purchasing their stores in India.

I can multply such instances, but it i+ hardly necessary to
do so. The facts which I am putting before you, My Lord, are
facts which are undisputed and unchallengeable, and 1 mention
them only to point out that the parallel which Mr. Benthall draws
is no parallel at all, and the average man in the street in India
feels that the capital which the City of London has lent to India
has been paid over several times not only in a return by way of
_interest, but in what strikes him as being more ruinous than a high
rate of interest, viz : heavy artificial handicaps put on the economic
development of the country generally and on our industries
particularly. I therefore feel that Tndia would welcome eapital
on such terms only as would mean no political shackles; in other
words, India does not want any capital which will need the safegnards
which we are now discussing, the safeguards which form an item
which is looming so large before this Committee. Mr. Benthall
further showed great apprehension about racial discrimination
which may be practised by the future Government of India. 1
pm sure, Mr. Benthall will not misunderstand me when I say that
he is suffering under the reaction of what has been done up till
now by the present constitution and our predecessors, the racial
discrimination which has been exercised by the Government of
India ever since India was taken over from the East India Company
practically up to to-day. Instance the services, Sir. And as
several of the members here who have had occasion ever to read
the Indian Legislature Reports know two of the most popular
subjects for debate on the railway estimates in the Legislative
Assembly are the third class passengers’ grievances, including
reservation for Europeans only qua Europeans, and- the - great
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grievance of the Indian public that the Indian had no look-in on
the higher services of the railways of India for years and years. I
submit that if we, or ' any of the extremists among us, any of the
less thinking among us, have mentioned, whether consciously or
unconsciously whether meaning it or merely as & phrase, whether
out of annoyance or seriously as a threat, racial discrimination in
‘the future, they have learnt it from what the Government of India
bas been practising in India all these years. It may take some
‘time to divert the attention of the Indian people from it; but we
are all unanimous that we want to exercise no discrimination qus
racial discrimination, mo discrimination agsinst a person or &
company because it is a European or a non-Indian company ; but
surely that does not mean that we shall agree to shut out for ever
the power of discriminating both against a pon-national and
against a national on other grounds more reasonsble and more
justifiable.
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19th November 1981.

Commereial Discrimination.

Sir Purshotamdas Thakurdas : #%Lord Chancellor, I do not
wish to deal at any further length on the past to which I referred
yesterday; I desire to draw the attention of the Committee to the
presentation of the case before us as it has been done in the Govern-
ment of India Despatch; and, if I may say so, I feel that the
presentation of this case in paragraph 184 ef seq. of that Despatch
is admirable. What are the Government of India concerned with
regard the apprehensions of the British commercial community ?
In para.gfaph 184 they say:—

* The question is both important and difficult, for while we
cannot but symphathise with the earnest desire of Indians to see
their countrymen taking an increasing share in the commercial and
industrial life of the country, we must also take account of the
anxiety with which European business men regard the future after
the transfer of power has taken place, and in so far as this anxiety
may seem to be well founded, we are concerned to provide safe-
guards against injustice. ”

In two subsequent paragraphs they deal with two items
which they call comparatively simple items. In paragraphs 187
and 188 they deal with the main subject of the apprehensions of
European commercial men because they complete on equal terms
with Indian enterprise. In paragraph 188 the Despatch has this
sentence!—

“Important sections of Indian opinion desire to secure the rapid
development of Indian enterprises, at the expense of what British
firms have laboriously built up over a long period of years. There
is nothing surprising in the fact that national consciousness should
thus have found expression, Indians who desire to see the growth
of Indian banking, Indian insurance, Indian merchant shipping, or

#Vide Pages 411415
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Indian industries find themselves faced by,the long-established
British concerns. whose experience and accumulated resources render
them formidable competitors. ”

Thereafter in patagraph 189 they say this:—

* No one, we think, could fairly claim that the discretion of
the Legislature should be fettered, except to the extent necessary to
secure justioe to those firms which had already - established them-
selves in this country.”

Now, as has been repeatedly said by my Indian colleagues
who have addressed. the Committee before me, and by myself
yesterday, we are agreed that the strictest provision necessary to
this end should be made either in the Statute or in any other
manner which the Government here think necessary to ensure that
no injustice will be done to a British interest, qua British interest.
No injustice should be done simply on the ground that it is a
non-national who will suffer by it. But I wish to ask whether a
policy desirable in the national interest should be held back because
a Britisher may be one of those affected by it. Such a policy
should not and indeed would not be held back if an Indian or
Indians were affected by it. Thus this demand of the Britisher seems
amount to something unwarranted-not to use a stronger word. Are
the British in 1ndia not yet prepared to identify themselves with
the inteérests of India first, second and last éven though they are
assured that no injustice could be done to them as a Britisher or a
non-nationa] ?

In paragraph 189, the Government of India put forward
in very eloquent manner the necessity of doing justice to both
British and Indian points of view. They were cautiously, if I may
say 50, offer no solution of the difficulties themselves. They
emphasise the desirability and indeed the necessity of leaving the
solution to be biought about by pegotiation at this Conference.
Whilst the Government of India thus find the problem to be one
which does not offer s solution by means of despatches 1 feel that
it is unfortunate that we cannot spare the time now to have this
. matter thrashed out in a sub-Committes or by private negotiations.
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I do not think I em giving away any secret if I say that
during the last five weeks or so conversations have been going on
between a few m this Committee, and I do not thmk that those
conversations threatened to break down or to result in nothing;
but, in view of other factors which developed in this period here
and diverted the attention of some of those who were taking part
in these informal conversations, no conclusion has been yet arrived
at, although I think it would be only right to say that as a resuls
of the conversations the two opposing views appeared to draw
nearer and certainly not to draw further apart,

In paragraph 188 the Government of Indis give out a' note
of cawiion which I would like the ‘Committee to note carefully.
They say :—

“ We feel real apprehension as to the consequences which
may ensue if the present attitude of mutual suspicion
and embitterment is allowed to continue and grow
worse, ”

1 feel, Sir, that this sentence in the Government of India
Despatch, as far as this particular problem is concerned has very
great significance. If no settlement can be arrived at ab this Confe-
rence, I wish to ask in all seriousness; Is it likely that a better
settlement would be arrived atin the future-either the mear or
distant future ?

Let me, Sir, refer to one subject which, although it may not
have been mentioned until now may be uppermost in the minds of
several here. A good deal has been said regarding the way in
which the relations between England and India have been embittered
and strained by the movement which has been known as the “boycott
movement.” 1s it likely that this movement will completely die out
because we arrive at. certain decisons which do. not substantially
accord with the objects which we wish to secure? I wish very
frankly to state that statesmanship requires that by any method
that you like, and at the sacrifice of any amount of time which you
think is necessary, we should not be allowed to leave London-I
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deliberately use the words-we should not be allowed to leave London
until we have settled this qustion in & manner in which men alone
can settle now or will be able to settle in the future. No demigod
or angel from above will come down from the heavens in order to
ensure settlement of this. I therefore feel, Sir, that as far as thé
constituency which I have the honour to represent here is concerned,
I cannoti do heiter than read out to you a resolution which they
passed at their general meeting in Delhi in April 1931;—

“The Federation of lodian Chambers of Commerce and
Tndustry disapproves of clause 14 of the Report of the sub-Com"
mittes No. III ot the Round Table Conference which deals with
the rights of the British mercantile community. The Federation
cannot agree to any restriction on the discretion of the future
Government of India, to which there is no parallel in the constitu-
tion of any other frce country, as in the opinion of the Federation
any restriction of the kind suggested would so fetter the future
Government as to render it powerless to protect or promote indigen-
ous enterprise and that the Federation puts its view on record thab
no reservations or safeguards of any nature whatsoever will be
acceptable unless they are proved to be in the interests of India.”"

Chairman : I did not catch what clause you said. Did youn
say it was referxing to clause 3.

Sir Purshotamdas Thakurdas : Clause 14.
Chairman : It is at page 48.

Lord Reading : I could not follow it. Is the objection of
that Conference to clause 14 as agreed at the Sub-Committee.

Bir Purshotamdas Thakurdas: No, the objection of that
- Conference is to the vagueness ahout the clause which is being
* discussed here. The question of this vagueness has been the
underlying reason of Mr. Benthall's speech.

Sir Tej Bahadur Sapru: Which clause do you mean-the
olause a3 i oviginaliy stood there, or the clause as finally accepted.
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- Bir Purshotamdas Thakurdas: The clause as finally accepted.
Lord Reading : It is the amended clause 14,

Sir Purshotamdas Thakurdas: Mr. Benthall further referred
to the trade relations between England and India. My friend
Mzr. Jayakar has dealt with this and I do not wish to supplement
his remarks because I do not think there is anything more I can
usefully say at this stage. But there are funny apprehensions in
connection with the likelihood of Indis under a self-governing
Government building up enormous tariff walls immediately against
imports from abroad, including perhaps imports from Greas
Britain. I have been in the Central Legislature for the last seven
years, and unless I have grossly misinterpreted the inclinations of
members from the rural and urban areas in the Central Legisla-
ture I am convinced that the reformed Legislature of the rort that
we contemplate in a self-governing India will be very chary about
passing any legislation regarding import tariffs, and that they will
bring up with greater emphasis than has been done till now the
question of the interest of the consumer. ] myself feel, and I have
said it before now, that the opposition that has been forth-coming
till now in the Central Legislature regarding any protective mea~
sure is likely to incresse at least ten times if people were assured
that there was no control being exercised from outside India and
that the Government of India were free to take decizions on the
merits of a case ag it affects Tndia alone. I say, therefore, that any
apprehension regarding tariff walls being put up as soon as we
come into power is based on very wrong grounds. I am convinced
myself that no such apprehensions are justified at all.

Mr. Benthall thereafter referred to the question of Imperial

- preference, and what more eloquent conviction can he want than

what the revered Mahatmaji on the other side of the table said

in his first visit to Manchester, when he said that as soon as the

political problem is settled he sees no reason why India should
not extend even Imperial preference to Great Britain..
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In regard to this, however, there is a tragedy to which 1
should like to refer. It was not more than about eighteeen months
ago that when some protection was being devised by the Government
of India against imports from Japan into India, it was coupled
with what was almost a dictation-I understand it was-from" White-
hall that this shonld be coupled with preference to piece goods from
Lancashire. Several of those who are present here, reasoned with,
implored and besesched the Government of India to drop that
part of the measure and allow the rest of the legislation to go
through. Our request in this direction not having been heeded,
members like my rcvered friend Pandit Madan Mohan Malaviya and
others thought it necessary to resign from the Assembly. The
tragedy of it is this, that what was carried through the Assembly
in such a manner was hardly of any avail, and to my mind it has
been almost a dead letter as far as being effective for Lancashire.

I therefore feel that what is required is greater trust. Trast
us in [odia to do the right thing; trust us not to do anything
unfair, and trust us also to rely more on England in a friendly
spirit and in a spirit of seeking co-operation, even of seeking help
from Great Britain,

Reference has been made to the Report of the Indian Fiscal
Commission as far as the minority part of it is concerned, and
particularly with regard to the question of Imperial preference.
I konow that Indian commercial community stand by every word of
what has been said there, and we look forward to the day when we
shall have a Lagislature which will be free to impose, to modify
or to withdraw or to alter Imperial preference with the vote of the
eleoted members of the Legislature, without any weightage from
either nominated or official members therein. If no preference for
Great Britain has been considered in India till now, it is becanse we
have not had the Legislature which has been envisaged in the
minority Report of that Commission.

Reference has been made to activity lin India regarding
Indian insurance companies. Here also I have a short history to
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telaté. It is about five years since we in the Indian Legislature
pressed the Government of India to modify the Indian Insurance
Act in a manner which would make it difficals for companies of
indifferent standing from foreign countries to come to [ndia and
canvas for business by offering enormous discouuts. The Com-
imerce Member of the Governmeut of India agreed that it
was necessary to do this ; in fact, there were several promises by
him that a drafs Bill would be put before the Legislature in a few
months time. Months passed and years passed. We. got a little
impatient, and we were then finally informed that the whole thing
was being held up until you in England passed legislation with
reference to your Insurance Act. This legislation here having been
held up, the vcry necessary legislation in India has not seen the
light of day, and it is feared that we in India shall have to wait
several years longer unless the constitution is substantially changed.

My Lord, there has been great resentment shown during
the last five years in India, and here also regarding the manner
in which Indians push forward Indian insurance companies and
want their policies to be accepted all round. I have been one of
those who have had something to do with pressing the claims of
Indian insurance companies in this connection. We have been
told that Indian insurance companies are not as substantial and
as sound, and have not such large invested capital and reserves, as
British companies and some of the others. That is only natural.
We started in this direction only in the last ten years. I know
of one or two Indian enterprises in this connection which were
started at the beginning of this century bat for seversl reasons
‘which I need not go into today those insurance companies had to
go into liquidation. I want to say, however that there has been
no case known until now where an Indian Insurance company has
gone into liquidation letting down its policy holders.

All that was desired is that Indian insurance companies
should be put on the approved lists of the big corporations which
work in India. Some progress I must say has been achieved
in this direction but it has been very hardy and slow progress
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and mot -without considersble agitation on the part of those who
are interested in this being put forward. I fcompare with this
what I have seen during the last few weeks in London. There is
at present a campaign being conducted for the purpose of making
people buy British goods. “Buy British Goods” is a slogan
which I myself endorse for England and it has the approval of no
less & personage than His Royal Highness the Prince of Wales.
Only three days back I understand His Royal Highness broadcast
a very important speech asking people to buy British goods. All
that we do regarding insurance business m India is that we ask
people to insure in Indian insurance offices and they may select
the best or any of them. I repeat that there has been as far as I
know, no Indian insurance company which has let down its policy-
holders.

" Lord Reading : What is your argument ? It is rather difficult
to follow. Do you suggest that there -has been any interference
with Indian insurance companies by the Government of India ?

Sir Parshotamdas Thakurdas : Not as far as the Government
of India are concerned, but as far as other corporations are concerned.
British banks also I understand hesitate to accept Indian insurance
policies. Perhaps Lord Reading would like to know that there
was a circular issued by the Government a few moths back where
the propaganda was in the direction of showing how dangerous it
is to ensure with Indian insurance companies.

Sir Samuel Hoare : I should very much like to have a copy
of that circular. I have not seen it.

Sir Purshotamdas Thakurdas: I can fully understand that
Sir Samuel Hoare may not have seen it, but I am sure the Govern-
ment of Bombay will be able to send him a copy of it.

Sir Samule Hoate : I am informed that here in London we
‘have no such copy and I bave no information on the subject at all,

Sir Purshotamdas Thakurdas: There has been correspondence
on it.- o . .
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Sir Samuel Hoare ; There has been no correspondence with
the India office.

Lord Readlng: May I ask one question ?

Sir Purshotamdas Thakurdas: May I reply to Sir Samuel
Hoare ? I will certainly try to get all correspondence in connection
with this case but obviously you do not expect me to have it in my
possession in London.

Sir Samuel Hoare ; No; but you state that the Government
of India were making propaganda against Indian insurance com-
panies.

Sir Purshotamdas Thakurdas : Yes.

Lord Reading : You are not saying the Government of India,
are you ¢

Sir Purshotamdas Thakurdas: The Government of Bombay.
The circular was put forward by the Government of Bombay.

Lord Reading : The only point I want to elear up is whether
you are referring to the Government. If you are referring to the
Government of Bombay I think I know something about it. I have
only heard about it and you know a great deal, but am X not right
in saying that the circular-I am not defending it, I have not seen
it and if it is what you purport to say I should not attempt to de-
fend it-am I not right in saying that it was issued in consequence of
the movement carried on to boycott British insurance

Sir Purshotamdas Tharkurdas: It was issued at the time of
the Civil Disobedience Movement, but I wonder how the Government
of Bombay or any Provincial Government of India would be justi-
.fied in issuing a circular under the official authority of the
Goverment running down any Indian insurance Company or the
Indian insurance movement as a whole,

Sir Samuel Hoare : - ‘We had better wait for a copy of it..
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Sir Phiroze Sethna: May I be allowed to say in regard to
this circular, that in the Council of State I asked the Government
of India if they knew that this circular was issued by the Govern-
ment of Bombay and, if 1, that it was issued with their knowledge
and consent ? In their reply the Government of India could not
deny the existence of this circular, which was distributed broadcast
with the help of police sepoys in the city of Bombay. The circular
was aimed more at Indian banks than at insurance companies, and I
referred to it, My Lord, in my speech of last year, a copy of which
I have just sent for from the Secretarias.

Chairman : We will try and clear this up.

Sir Purshotamdas Thakurdas . Sir, a good deal of the
suspicion that I referred to in the beginning has avisen from the
Bill which is now known as the Coastal Traffic Bill. I personally
feel that it can not be the intention of anybody, including Mr.
Benthall, to withdraw from the new Government any power that
the existing Government have. In fact, what is intra vires to day
I d» not think should be made ultra vires hereafter. But in conne-
otion with that I have come across a somewhat striking circular
letter here since I arrived which I propose to read to this Committee.
It is & circular letter which was sent to all candidates for Parliament
atthelast election. It isa letter issued by the Mercantile Marine Service
Association of Tower Building, Water Street, Liverpool-an associa-
tion which claims to be the senior representative body of British
Shipmastors and officers. It is & comparatively short letter, but it
is so important that I am sure my collegues would like to hear it.

Chairman : What is the date of it ?
Sir Purshotamdas Thakurdas : The 20th October 1981. It
reads thus. The heading is:—

* 45,000 British Seamen unemployed.
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Sir,

There are over 700 British-owned ships lying idle in the
ports of the United Kingdom.

Foreign-owned ships, carrying smaller crews and paying
wages below the British standard thus capture cargoes which
should be carried in our British vessels.

In our coastal trade it is estimated that foreign-owned vessels
will this year carry over 750,000 tons of cargo from port to port
in the U. K.

Foreign maritime countries eonfine their coasting trade
exclusively to their own nationals, not only with success, but with
profit. Why should we not take a leaf out of their book and insist
on British cargoes being conveyed under the Red Ensign.

In the coastal trade alone it is computed that no less than
66 vessels flying the British flag are thus deprived of trade and
600 British merchant seamen debarred from earning a living.

In our pational interests this unfair competition should be
stopped, otherwise this country will lose entire control of the
carrying trade.

My Council, the senior representative body of British Ship-
masters and Officers, wish me to respectfully enquire what you are
going to do to combat the unfair competition which drives British-
owned ships into dock and our sailors into idleness.

I am, Yours faithfully,
THOS. SCOTT,

Secretary”
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If, Sir, this is the aspization of an jmportant -association in
Great Britain-the country which rules the waves and which has
the m1st premier position on the high seas-is it surprising that” we
in India should aspire to a little activity in that direction? The
details of it are not a subject to be considered in this place; the
Leglslaﬁurel n [ndia would be the right place, and there gre the usua.l

powers re.erved under the constitution, to which everybody agrees,
with the Governor-General.

“Why make so much of the aspiration of a country which
feels that it has been kept back from its natural share in shipping
activities ¥ And how do you in London justify this circular which’
has been sent out by the most powerful of interests in the premier
country in the world which has command over the seas'? I wish
therefore, only to point out that the Coastal Reservation Bill and
our aspirations in connection with it should not act as a red rag to
Britishers here. I cannot help feeling that unfortunately too much
importance has been given to that one Bill, and I feel that under
the new constitution aud the protection about racisl discrimination
which we are offering there is power reserved in the ordinary course
which will meet with anything unfair being done.

Mr. Benthall has referred to reciprocity in countries which
are to be given the rights he asks for in India. I know that many
will see comparatively little objection to it, but I want to point out
that 8o far as trade with Great Britain is concerned the effects of
reciprocity will be of little or no value to India. What has India
to gain from England reciprocating in the way which Mr. Benthall
has indicated ? It has to be noted that in spite of the relations
between Great Britain and India during the last hundred years ab
least shere is no Indian House or firm established here which does
commeroial business with India on a scale which can be computed
in any responsible proportion to what is being done by Britigh
houses. I am not critising it: I am only mentioning a fact
For whom is the system of finance which is known here in the
London money market as “house paper” ! This means that all
firms which have {heir head offices here, or important offices here,

L J
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and have Jbranches in India, are allowed to send out exports to India
for lmporb there, and instead of drawing on their branches or agents
in India they discount that paper here with the endorsement of one
of the exehange banks hers. Thai has in practice been restricted to
British firms only and no Indian firm or house has come in for that
facility. Again [say I am only mentioning a fact; I am not criti-
S$ing it. It may besaid that it is due to the lack of enterprise of
Indians. Possibly, but if, efter a hundred years the enterprise of
Indians in London is at such a low ebb as this I only wish to point
that reciprocity cannot mean much to us for a long time. The Bank
of England has a rule-very necessary perhaps, and may be very
justifiable : I am not complaining about it-that any paper which
is disconnted by it must have the signature of at least one British
party or bank. In addition the Baltic Exchange and the jute
salerooms here were not open to Indians until very recently. Jute
is & monopoly erop of India, and it was not until 1929 that, thanks
to the efforts of Lord Irwin and one or two other British commercial
friends here, the doors were thrown open to one Indian firm in each
of these two places. Even in the jute salerooms here, where it is
the sole monopoly of India that is dealt in, the doors were closed
against any Indian firm or personnel being members of it.

1, therefors, feel that whilat we note the recxpmclty which
would be ava.llab]e to us, and which is open to us to- day, there is
nouhmg in 1t which affords any sort of advantage which can atiract
‘the Indlan

Mr. Benthall says we are equal partners in s Commonwealth
iof Nations, and asks us to avoid the risks of discrimination snd
‘bitterness. In fact, he asks us to eome into an equal partnership
‘ whers, if T may use & colloquial phrase “ what is mine is my own,
"and what is thine is ours jointly.” I would be a partnership in s
V' commonwealth which has no precedent or parallel. It woald pas

--a clog on the economic advancement of Indis and impose sn

‘ frredeeinable’ morhgage ou the ecofiomic improvement of the

" country, and render all improvement of political status - such as ls
envisaged by this Conference completely nugatory.
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) My earnest appeal ig that the British commercial  interests
‘should trust the Legislature and rely on the powers vested im  the
Governor-General in the ordinary course. Theg should trust %o
the theory that money knows npo . artificial boundaries, and that -
greater co-operation between' Indians and Britishers is bound %
come about with the satizfactory solution of the political problem.
There is ma distrust of external capital per se; whai is being
distrusted is any capital which may lead to hsndlcaps to the
development of the country as it should’ develop, handicaps which
-would not be sllowed in any country.

Why should India prefer for trading and purposes of borrow-
ing any other national to the Britisher 2’ India will need all the
.capital which anyone can give her, but she will take it and appre-
ciate it only on the nsmal commercial terms, withoat invelving
political shackles. Of all the. various nations, the British know
Indians and India best, both our strong or good points-and our
weak or bad points. There is no need to imagine or apprehend
sny discrimination being exercised by India under the new consti-
tution on the Britishers there. Will not a self-governing India,
with all the responsibility it must carry, be conscious of the risk
of any unjustified action ?

The atmosphere of suspicion under which both sides labour
requires to be dispelled by self-confidence on the side of the Brisi-
ghers and a pledge on the Indian side that they will not diseri-
minate o the injury of the other side. These things should dispel
that atmosphere. In fact, as I have said, we are quite prepared
t bave it in the Statute that there shall be no discrimination per
3¢ against any non-national.

1 look forward to greater co-operation between Indians and
Britishers after we know that we are free to manage our own
affsirs. There is, however, one condition, namely that this question
sbould ba settled now, without further embitterment and distrust.
If England wishes the solution of this question, and I do not doubt
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it, yoit will be able to solve it best now. What further factors
hereafter can simplify the solution ? Further investigation and
delay must mean impoveriskment and set-backs, and what more
fertile soil for communalism and for undesirable tendencies in
general can there be than poverty, and increased poverty hereafter ?
And that may occur as & result of the discontent which may be
.aroused if the question of political progress is not settled now.

Finally I wish to refer to the psychological effect of the right
step now on India. India is known to be a land where the people do
not easily and lightly forget any good turn done to them. We are
known to be a set of people. who are always grateful for any good
-turn. I submit that this is the occasion when, if this qustion is
settled - without delay, Indians will feel grateful, and the two
-countries will be drawn nearer and nearer together and no further
.artificial safeguards or ‘shackles will be necessary. 1 have done,

* .My Lord.
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24th November 1951.
Financial Safeguards.

Su‘ Purshotamdas Thakurdas liord Chancellor, when you
addressed us at the begmnmg of the discussion of the three items
of Army and External Aﬁ‘alrs, Commercml Dlscrlmmatlon, and
Finance, you expressed a dequ'e on the same lines as what you have
juss pa.ld tha.t; 1§ would be wise to express our views in general terms
and not in deta.ll 1 ‘fully Jperceived then the necessity for not
dea.lmg wmh any Bpecml grieance of India regardmg either ex-
change or ourrency, or the financial control’ as at ‘present exercised
on us in India from ‘Whitehall, but 1 cannot he’lp Téoling &t the
same time, My Lord that., as far as the mnematlonal world 13 con-
cerned, Indla has, xf T may say so, very little inflience. We have
met here to mﬂuence you and those on your rlght “and to puh
hefore them the aspu:atlons of Indla-lf 1 _mey call them so, the
Minimum aspirations of Indla,-as to what form of Government ‘and
What partxcular safeguards in the interests of India alone would be
a.coept.able tous. If ‘anything more thau'that is imposed, we would
not look on it as an advance. '

Your Lordship has referred to the present -condition of world
finance. I wonder if you did not mean the present condition of
‘affairs generally in the world, financial, economic and otherwise.

In spite of this we foel we ought to submit to the Con-
ference here and specially to the British cabinet and throngh
‘thém to 'the ‘British public our views as ta how we
‘would hke the finances of India to be managed. We say the
finances of India should be managed by a Minister responsible to
the Indian Legislative Assembly and responsible in the most com-~
plete manner. Safeguards we are prepared to accept whenever they
are proved to be in the interests of India but any safeguard regarding
finance other than this cannot be conceived by us to be justified.
Your Lordship has referred to world conditions. It strikes me, My

Vide pages 435-439,
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Lord, that there is a peculiar significance in the way in which the
most undesirable occurrences have, as it were, been concentrated
into the period of our sittings here during the last few weeks or
rather months, They have conspired. to make your difficnlt task
more dlﬁicult and certainly less beneficial to us. One of them is
the Parliamentary Election here and the _consequent diversion of
the ,attention of yourself and your collegues on this Committee to
metters other than those directly concerned with this Conference,

It won]d almost appear as if our task, which was difficult in any
ease, was to be made more difficalt by some of those world factors.

But every evil has its redeeming feature and so I think [ may say
that if you can come to a clear understanding in such an nnfavour
able atmosphere, there is hardly any dsnger of our conclusions
being either extravagant or being taken in a mood of over-enthu-
siasm, There strikes me, at the moment, a little oppression in
opéning the discussion on this question. I am oppressed by s
feeling of some unreslity due to what has been appearing in the
Press and what one hears outside—that is that we are merely to
put forward our views and,that there is not to be any exchange of
views between you and us regarding this questlon If that is the
best which can be done by the Cabinet and by you here, all I ¢an say
is ﬁhaﬁ we have no option in the matter.

Fmance, My Lord, is -one of those subjects which, in I:he
future Government of India, should be completely transferred to and
put in charge of a Minister without any safeguards at all except of
course those which are ordinarily involved in the constitntion and
those - which may be proved to be in the interests . of India. The
control of finance has been admitted to be fundamental, for finance
has a bearing on all the activities of Government. It is agreed that
it is highly technical but it is a vital part of administration. The
Government of India in their Despatch emphasise the necessity of
safeguards not merely on the ground of the credit of India and of
the Government of Indis; not only on the ground of maintaining the
capacity of the Government of India-to borrow, and the eolvency of
the Government, but also they say it should include the vast private
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capital invésted in India py Britishers. T venture fo say-that this
is not a proper ground to be put forward. There is & difference be-
tween capital borrowed by the Government from outside India and
capital invested by the non-national ‘trading dommiunity. to which
Mr. Benthall referred in the discussion on commereial discrimination.
Is there any wonder that we in'India feel very apprehensive of any
external oapital if at this juneture and'in consideration of how the
future” finance of India should be managed, we are told that in the
vast magnitude of the interests to be safeguarded by the Secretary of
Btate there ‘s also to be considered not only the credii of the Gov-
ernment’ of ' India per se but there is’ also to be on consiered the
question of the British eapital invested in India.

These considerations, however, ‘one sees with some relief are
not in the opifion of the Government of India/to create a permanent
snd insirmountable obstacle, but it is’ opined that there must be
“areful preparation”, to use the words of the Government of India.
It is said that Parliament must demand some signal guarantee for
the future. Exactly wltat the “signal guarantee” is mnot to be
to be indicated more precicely in the Despatch. ' Wo are told that a
sudden and fundemental change would create uncertainty and doubs
as to the future policy. and it may. ‘mean financial and: economic
disaster to India. I vénture to ask; where is the suddenness about
this demand by us.? Have we not been asking for liberty to eon'rol
finance in India for ten years at least, if not longer ?  What is the
-uée of the change if it i& ot o be. fundamental but is to be cnly in
petty details }' Government admit that & change is Blways unsettl-
ing. May I add that it.is unsettling ati sny stage and at any time.
Do I understand, therefore, that those who support the Government
of Indis point of view mean that we are never to have a change be-
‘cause a change is unsettling? 'Will amounts borrowed by the Gov-
arnment of India in the United Kingdow go: dawn in the interval
between now and the period when they feel . thas the . preparation
which they indicate is complete? In short, will: all' these grounds,
if moeepted, not always be there and . thus depy India the right of
managing her own affairs in the domain 6f finance t t

by
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My Lord, I do not wish to refer to. any of the actions of the
Government of India either of commission or omission, regarding
India’s grievances in connection with the management of her
finances during the last ten, twenty, and thirty years. I have
here with me & very useful brochure, which was published by the
Federation of Indian Chambers of Commerce and Industry last
April, under the heading: *Indian Currency and Exchange,
1914-30 ; How Government have managed it.” I venture to
recommend it to anyone who has the time to read it and wishes
to get more information and details ; every fact mentioned in this
brochure is taken from Goverpment records and from autho-
rised publications. But whilst I do not wish to criticise here the
various actions of the Gavernment in the pasi, I cannot help
saying that all these together create a picture which as far as we
in India are concerned tries our patience and convinces us that
any future reforms will be useless if finance is not completely
transferred to us to be managed by us and by a Minister responsi-
ble to the representatives of the people in India.

I sincerely do not wish to say anything regarding the compar-
atively sparing and, If I my say so, miserably "inadequate manner
in which the Finance Member of the Government of India from
time to time has been able to control the increase of expenditure
in the Military Department of the Government of India. I do not
think it is an exaggeration to sy, that if we had a Minister
responsible to the Legislature, he would have been out of his office
several times before the current expenditure of the Government of
Indis for the Military could be at anything like 50 crores. Before
the war, Sir, our expenditure was 29 to 30 crores, and there were
continued complaints against that expenditure as being too high
and absolutely crushing to India. In our index number we have
gone back to nearly 100 in India and the military expenditure has
been kept even now at about 50 crores; it was 54 crores last year
and we are told that it will be somewhere about 47 crores this year.
I csll this, in one word, a scandalous amount of burden on the poor
taxpayer of India, and all I can say is, that a Finance Member



‘B-29

who owed responsibility o the Legislature would certainly have
seen that this expenditure was very substantially reduced long
before now. : :

I wish, therefore, now to deal with one or two peculiar
features in Indian finance. One of these features is that the item
of defence-which is proposed to be kept reserved and not completely
transferred-of pay and pensions, and of interest on India’s indebte-
duess, these three items between themselves absorb eighty per cent.
.of the Central Government’s net revenue. Jn paragraph 173 of
their Despateh, the Government use these words. I am reading
.now from page 148, paragraph 173 (b) :—

_ “(b) in this case the total of the charges, including only
cost of the Army, interest on loans and pensions,
amounts to about eighty per cent. of the net revenue
of the Central Government. When a ‘first charge’
absorbs all but a narrow margin of the total revenue,
the security implied by the nomenclature disappears.
In such a case, the authority responsible for seeing that
these payments are made, has an intimate concern in
the whole financial administration of the country.”

Of the three items, two are such as cannot be reduced
substantially-namely, pay and pensions, and interest-but the
third is onme which needs very substantial reduction. It is this
same consideration which makes us say that uothing but a Minister
completely responsible to the Legislature will satisfy us, and that
no safeguards devised by this Conference in the shape of control
from outside India will be acceptable to us.

There is one more feature of the finances of India which
T think requires to be mentioned. A good deal has been said
regarding India’s credit. The borrowings of India today-I give the
figures available as up to the period 81st March, 1931-amount to
.approximately 1,171 crores. They are roughly balf and half-half
in rupees and half in sterling. The rupee borrowing is 654.95
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erores, and the sterling borrowing i. e. the total foreign borrowing
of India works out av 517 crores with exchange at 1s. 6d. to the
rupee. For all practical purposes we may say that the total
indebtedness of India is half in India and half in Great Britain.
I do not overlook the fact that a certain part of the sterling
borrowing may be held by Indians or that a certain part of the
rupee borrowing may be held by Britishers; bat as figures are
not available to the public we may take it that half the
interest in the credit of India, the borrowings particularly, is in
London, and the other half is in Indis. With this special feature
I wish to ask whether it is conceivable, in fairness and in ordinary
common sense, if 1 may say so, that we in India would be
8o rash as to ask for any system of reform which would endanger
the safety of those in India who hold the Government paper-this
654 crores of rupees.

Is it not that the interest of the British investor is identical
with the interest of those of us in India who hold Government
paper and Government indebtedness ? I wonder whether the
Britisher here who asks for special safeguards regarding his
holding of Indian Government paper is genuinely apprehensive
about the solvency of India so far as the existing debt is
eoncerned, or whether there is anything else which makes him so
apprehensive.

With regard to the solvency of India, we have been repeatedly
told that India is one of the few countries in the world which has a
comparatively light amount of debt. We are told further that
moss of the debt of India is productive debt, and that the improdu-
ctive figure in the total deht of Iudia is comparatively very small.
If T am not mistaken, responsible representatives of the Government
of India have said that it is almost a bagatelle.

Why, then, is there this extra caution and this apprehension
that the management of finance in India cannnt be left with the
Legislature in India, and especially cannot be left to be looked after
by those whose interests are the same as the interests of those
who hold Government of India paper here ?



B-8i

‘We are told that Government have responsibility regarding
exchange and curcency. “The underlying idea in all countries”, it
is said, “is that the currency authorities should be free to conduct
a poliey in accordance with the dictates of sound finance, detached
from all political influence”. I fully agree with that, with this caveat
that the political influence which has to be detached should be not
only political influence to Tndia but should also be political influence
from here. What other influence do the India Office here, and the
Secretary of State exercise but political influence? Why, then, ask
for finance to be a reserved subject and say that as far as the
Reserve Bank is conserned it should be free from political influence
in India ?

I submit, My Lord, that, whilst I and those whom I have
the honour to represent here are all for a sound bank being started
whenever it is feasible to start it, and may agree to political in-
flugnce being kept outside it, it is all the more imperative, in our
opinion, that it should be ensured that the political influence from
here, which is stronger, surer, and, I venture to submit, not always.
in India's interest, should not be there either directly or indirectly
in any form or shape. We cannot possibly risk political influence
from here being in the slightest degree exercised either on the
Government of India in the Finance Department or in connection
with the Reserve Bank.

‘We therefore feel, Sir, that no Reserve Bank would be ac-
oeptable to India unless it is started by a Statute in the Indian
Legislative Assembly. That is my firm conviction. We will be a
party to nothing else. We would rather go without a Reserve
Bank than have one started by any Legislature other than our own
in India. You can there have the necessary restrictions about
political influence being kept out, but it should also be free from
any other political influence from any other quarter.

This question of the Reserve Bank, My Lord, brings me to
the question of exchange and currency. That is the domain where
Your Lordship's hint and very wise advice I propose to accept in
the very fullest degree.
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Theré ate two problems in eonnection with exchange and
c¢urrency questions in India. One is the immediate problem, which
I may not touch upon in detail because that is the one question
which, déalt with here ever so cautiously, may have that influence
which Your Lordship wishes to see avoided.

But I submit that that does not shut me out from dealing
with the question of the management of exchange and currency in
the future. Before I leave this question of the immediate problem
of Exchange, may I say in few words in general? Your Lordship
has referred to what has been forced on the Government here—
the breaking away from the gold standard. Whether we in India
could have afforded to keep on the gold standard at the point
where it was kept until September last is a question on which I
have strong views. It is a question to which I do not think I
need more than merely refer in passing here, but there is no
doubt about it that India was tied to the chariot wheels of England
and as soon as England made up her mind to go off the gold
standard the order went out that India should go off the gold
standard too. I personally think it saved the reputation of
the Government of India and of the Winance Department be-
canse I do not think that they had enough gold reserves to carry
on the gold standard in the extravagant manuner in which
they were carrying on, dissipating their reserves in a manner
which would not have been done if we bad a responsible Minister.
Siill, your action here last September did save their face, and sav-
ed a complete breakdown in India. We were told a week earlier
that we could mnov go off the gold standard because the
credit of Indis was in jeopardy, but as soon as England made up
her mind to sacrifice her credit India’s socalled eredit did not
matter. Inthe Legislative Assembly there was s demand for an
adjournment of the House,- and the Division on the adjournment
motion was one of the biggest divisions I remember. Practicaly every
elected member-and I think a few nominated members, though I am
not sure about them-voted for the adjournment motion here, and
this motion which is generally regarded in our country as & momon
of censure was carried in the Legislative Assembly. ’
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 Thanks to Sir Samuel Hoare we have had two informal con-
ferences at the India Office since 5th October last, and we hoped
that the matter should be discussed further. We hoped that
in view of the strong opinion expressed by the Legislature we
should hear something more about it. I can assure Sir Samuel
Hoare, and those in control at the India Office that none of us wished
to have a single inkling earlier than would be given in the ordinary
course to the public, but we felt that we -were entitled to press
on the India Office our apprehensions regarding economic conditions
in India being worsened. If England, which had gone back only
to the pre-war ratio to gold, found it necessary, with all her riches
and he resources and her eredit, to go off the gold standard, how
could it beexpected that India, an agricultural country, and admittedly
poor country with less credit and less resources, could continue without
great distress, to maintain her ratio to gold at 124 per cent. above
the pre-war ratio. But since 25th September we have gone up in
sterling from 1s. 53d. to Is. 6-3/16d. to the rupes. I can only say
that there is u great feeling in India that the grossest injustice has
been done ‘to India again. I will leave my remarks at that as far
a3 the immediate problem is concerned.

' Regarding the permanent problem of the question of Indian
currency it is suggested that there should be control until a
Reserve Bank comes into being. That period is indefinite, and
is getting more and more indefinite as world conditions get worse
and worse, ' It is suggested that during that period there should
be control from the India office, until a Reserve Bank is established
and the day to day management is handed over to it. Until that
period it is said that there should be control from here. Varions
suggestions have been made as to what can be done for this
period of transition. We in India feel that as far as exchange
and currency is concerned the India Office certainly has nota
record of which they can be proud or with which we can be satisfied.
The two Commissions which inguired into the question of the
ourrency of India during the last eleven years certainly have not
proved to be Commissions which have been able to see more clearly
than the ordinary, man in the sireet. Why not let the people of
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India, who are directly and primarily affected by these matters,
risk their own good fortune, and make an effort to run their
own show.

I therefore feel Sir, as far as the management of exchange
and currency is concerned, while the Reserve Bank appears to
some of us to be a long time in coming (and may circumstances be
such that a Reserve Bank can be assured next year), until then,
in the interregnum we feel that we cannot rely on the wisdom from
Whitehall being exercised on the Indian Problem in a manner
which would be less risky than what we can do in India with our
little knowledge. If we make mistakes in India there will not be
any suspicion that those mistakes were made in any interests than
those of India. And in this connection there is & very unfortunate
sentiment expressed in the Government of India despatch.

Chairman: What page is that ?

Sir Purshotamdas Thakurdas: Page 151, Paragraph 176,
the last sub-paragraph:— '

““ We should hope that it would be possible to convince
Indian opinion of the desirability that such a bank
should work in close co-operation with and on lines
approved by, the Bank of England.”

Why shoiild the Reserve Bank in India be tied down te
work on lines approved of by the Bank of England ?
We recognise that the Bank of England is the premier bank, that
it has influence and that it has experience to which I personally
take off my hat every time.

Chairman: Then would you agree with the last sentence
in that paragraph ?

Sir Purshotamdas Thaknrdas:

“ Whatever the future for India may be, she must alwaya
be greatly dependent upon her standing in the London



B35

money market, and nothing eould be of greater service:
in this divection than a close co-operation between a
Central Bank for India and the Bank of England, ”

I am coming to that.
Chairman: You agree with that, I suppose.

Sir Purshotamds . Thakurdas: I will come to that in a
moment,

Chairman: 1said: you agree with that view.

Sir Purshotamdas Thakurdos: I am going to deal with it
in & minute, if Your Lordship sllows me. I was going to say, Sir,
there is no reason why the Reserve Bank in India should be
committeed to work on lines approved by any bank; and whilst I
myself have a very great opinion of aud great respect for the
Bank of Eugland, I personally feel that India should be lefi free

to take advice, guidance and counsel {rom such institutions as
she likes.

Personally I have not the least doubt that if the people in
power here have self-confidence we would every time come to Eng-
land and go to the Bank of England, but we do not want to be tied
down to it. Thatis my reply to what Your Lordship asked. I
personally feel that every time you lay down that we shall go to
Whitehall we feel that we may do better elsewhere. But if youa feel
that Whitehall has such knowledge, such experience, is such a ve-
pository of wisdon regarding Indian affairs, why noi leave us free ?
We must resort to it for advice in our own interest. And, similarly
any Minister of the Government of India who is responsible to the
Legislature will go to the one place where he can get the best ad-
vice. I myself have not the least doubt that the Bank of England
will be the one place where he will go, and the Bauk of England
would be the one institution from which we would want guidance
but we would not agree to it being laid down anywhere that our
benk should work on lines approved of by either the Bauk of
England or for the matter of that, by any Bank. I feel that whilst
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we want all the good will that we can get from the London money
market, the London money market is not going to lend us money
simply because we have a Secretary of State here who has control
over Indian affairs. The London money market will lend money
only if the economic condition of India is sound, only if our bud-
getary position is balanced, only if things in Iudia are settled
down and are going on normally, and whilst [ would solicit all the
good will from the London money market and from the Bank of
England, I would not agree to any handicap or any safeguard be-
ing put on to the Indian constitution for the mere purpose of getting
their good will. I expect their good will to be there, and to be
available to us as a business proposition whenever we can put be-
fore them a proposition which is sound on its own merits and not
owing to any artificial trammels like Whitehall controlling our
destinies.

Now, My Lord, in paragraph 176 the Government of India
Despatch refers to special difficulties regarding the present financial
and economic position in India. I fully agree with that. Since
that Despabch was written, those difficulties have, if anything,
increased.

Chairman: Quite right.

Sir Purshotamdas Thakurdas: And have not diminished;
and all that I can say is that the diminution of them and ary relief
under those conditivns, require a bold step to be taken from here
in the direction of meeting the wishes of India.

Chairman: Would you agree with the last sentence of
paragraph 176 ? You were just quoting paragraph 176, and you
said you agreed with it. Do you agree with the last sentence ?

Sir Purshotamdas Thakurdas: Which Sir?

“It would indeed hardly be possible to imagine a combination
.of circumstances more unfavourable to an immediate
change of policy, which might resuls in shaking pubhc

confidence in the credit of India”.
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1 do not agree with that at all. T agree with the description of
the conditions in the interior of India as indicated in pamgra.ph
176.

Chairman : 1 put in fairness to you, because you said you
agreed with paragraph 176, and then I said I assumed that that
meant you agreed with the last sentence as well; but you make
an exception there. I follow.

_ Sir Purshotamdas Thakurdas: The last sentence is not
a description of the circumstances existing in India; it is their
own inference.

Chairman : Yes you do not agree with the last sentence.

Sir Purshotamdas Thakurdas : I do not agree with the
last sentence. I contend that the delay in the reforms may have
contributed to a certain extent, but that is not pertinent to
my subject.

The Government of India indicate a certain period of
preparation-that is in paragraph 179-and they say that they will
have to work out a financial programme for the future which will
inspire confidence. One wonders whas is this financial programme
which His Ezxcellency the Governor-General's Executive Council
have in mind. I wonder if we could have any information on
that score from Sir Samuel Hoare.

We feel that the programme which requires to be worked
out now is the programme of trusting the people of India. Give
them the right as was said by somebody here, to make mistakes
in working out their own destiny, with the usual safeguards.

The Government of India accept the position that eventual
transfer is implicit in the Government's declared policy of advance,
aud they also aceept that the control of finance is vital to any form
of self-government. How can they expect India to be satisfied
without that complete control ¢
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The Report of the Federal Structure sub-Sommittee at the
last Round Table Conference, paragraphs 18 and 19, indicates
the safeguards which were then suggested. They referred to
financial stability and to the credit of India outside and at home,
and I infer that from these two considerations it was suggested tbat
it was necessary to reserve powers to the Governor-General with
regard to Budgetary arrangements and borrowing. But would
not the powers of the Governor-General, in the usual course, which
are indicated in paragraph 21 of that Report, be sufficient? Con-
tinued deficit budgets not covered and reckless borrowing, would
hurt the Indian investor first and most directly. The price of
the Government paper would go down, and it would hurt the
Indian investor as much as it would hurt the investor here in
London. Why not, therefore, trust the Indian public, which has
a vested interest in the matter of Government borrowings, to safe-
guard the position ?

Personally, My Lord, I feel with regard to both these ques-
tions that it is the Indian investor who will be suxious that the
Finance Member of the future shall not run away with the bit in
his mouth and risk doing something which may jeopardise the
holdings of Indian investors.

We therefore feel, My Lord, that as long as we are trusted
there is no necessity for those who have lent to the Government of
India to ask for any special safeguards, and I submit that when we
are told that the time is not yet, and that there has to be a period of
preparation, we cannot help feeling that this will be construed by
many as merely a blind and an excuse. I trust that that caobnot
be the intention of the Cabinet here, but things are not going to
improve because of delay. Whenever power is transferred, it will
have to be transferred in full confidence to the Indian Legislature.
What new factor is expected to develop which will make the task
easier a year honce, or two years hence, or if some people prefer it,
five years hence ?
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The credit of ITndia, I submit, cannot be allowed to be spoon:
fed by the Secretary of State any longer. People in India and in
England and elsewhere will lend money to the Government only
if the economic condition of the country warrants it. People will
not lend if they find the Government has a succession of deficit
bndgets. The Secretary of State has lately paid rates of interest
on behalf of India here which have certainly been the highest paid
by any respectable major Government in London at that period.
How, therefore, can it be said that the mere fact that the Secretary
of State will have some sort of control will by itself be of ad-
vantage to India ?

And here I want to make it clear that it is generally agreed, at
least in private conversations, that no retained control of the Secre-
tary of State as at present is necessary or desirable. I ask: If the
Secretary of State has some sort of control on the future Finance
Department of the Government, how is it going to make a dif-
ference ? I feel, Sir, that what is required is principally : Are you
prepared to identify the interests of those who hold the Govern-
ment of India’s paper here with the interests of those who hold it in
India? And, as I said. the figures show that the borrowings are
halt here and the half there-in fact more than half in India. As
far as the London holder is concerned, he has the Governor-General
there with the powers which are indicated in paragraph 21.

Regarding the question of successive Budgets being deficit
Budgets and being allowed to be kept at that, I venture to ask, Sir,
whether that has pot happened till now whilst the control of the
Secretary of State from here was on? What were the Budgets in
the years 1920, 1921 and 1922 like in India? And was not a sub-
stantial increase in the amound of India’s indebteduess due to these
deficits ? Had not that to be finally consolidated into a sort a per
manent debt ? How can you lay down anything here which would
be satisfactory under a certain set of circumstances which we cannot
envisage today but which may indeed come in the near future or
the distant future? How ocan you today lay down anything to
provide that you cannot have more than one deficit budget or more
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than two deficit Budgets ¥ Personally I wonld not like & singlé
deficit Budget to be carried forward ; but certain cirenmstances in
Iodia e. g. famines or continued depression of srade dnd so on, may
make it imperative and may make any other course almost a
danger. I therefore feel that - there also, inasmuch as Government
paper in India in future will depend for its attractiveness or other-
wise on the manner on which our Budgets there are balanced, to
that extent the best safeguard that you ean have is the credit which
that Government will command both abroad and at home. The
Upper House in the Central Legislature would have direct voice in
the Budget and any legislation and the public at large would be
continuously watchful if they realised that they were free to manage
their affairs in the manner best suited to India.

I waut to say one word before I conclude regarding the
Statutory Railway Board question. The Railways of India are one
of the best assets of the taxpayer in India ; they constitute ome of
the largest assets of the taxpayer in India. That is a source frowa
which not only do the Central Government receive substantial
revenue every year, assuming the machine to be decently well
managed, but it is most useful to bring the distant parts of India
together and make India one. It is also & very useful weapon in
the development of industries and with regard to relief being made
available to the growers of India’s crops. The Government of India
deal with all this fully in their Despatch. We want a Statutory
Railway Board to be started, but again that must be dome by a-
Statute of the Indian Legislature and by nobody else.

I wish to say that we are as keen that the Statutory Railway
Board should be started in India—with the consent of and by a
Statute of the Indian Legislature—as I said we were regarding the
Reserve Bank. If any efforts are intended to put on to us in
India any machinery in this connection devised by any other
Legislature than the Indian Legislature, all I can say is that it
will meet with the strongest opposition and will lead to most un-
necessary suspicion. I do hope that this will be left to the Legis-
lature in India,
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In conclusion, My Lord, India must have control of Finance
in India, and no control of Finance from England, either day-to day
control or otherwise. The only control would be the normal
powers exercisable by the Governor-General. 1 feel that I cannot
do better, in this connection, than read out one sentence from the
appeal which my Right Honourable friend Mr. Srinivas Sastri,
made in the Federal Structure sub-Committee last year. He has
one telling sentence. It is fairly long quotation. I do not wish
t0 read it all, but there is one sentence in it with which I can most
fittingly conclude my remarks. My Right Honourable friend said:—

“ I am therefore positive that we should have finance trans-
ferred to the Government of India without any restri-
ctions or safeguards, without any suspicions as to our
capacity to manage our finances honestly or efficiently,
and it is only if we are placed in untrammelled control
that we can find ourselves truly in the new constitation.”

I have finished, My Lord,
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25th November 1931.

Discussion on Financial Safeguards with special reference
to Statutory Financial Committee.

Sir Purshotamdas Thakurdas: May I say one word about
the Statutory Financial Council to which Mr. Benthall referred ?

Chairman : Yes.

Sir Purshotamdas Thakurdas: The question was discussed
between a few, but npothing definite was arrived at. As Mr.
Benthall has suggested that this should go into the Report, [ want
it to be on record that as far as I am concerned I do not commit
myself to it. There are many loose ends which require to be
tied very carefully and clearly and clearly before I can give my
consent to a Statutory Financial Council of the nature indicated
by Mr. Benthall. At the same time, however, I concede that
there may be in it germs of a satisfactory agreement as far as
India is concerned when the details are considered. But until
that is considered I do not commit myself to any part of the
Statatory Council to which Mr. Benthall referred. As a matter
of fact when that was discussed between a few friends here, it was
a Financial Council or a Council of Finaneial Experts in an advi-
sory capacity and nothing more.

M;. Iyenger: And that is the idea of Mr. Benthall even
now.

Sir Parshotamdas Thakurdss ;: The word * Statutory”
I heard for the first time today at this table and I myself fail to
see the utility and necessity of a Statutory body like that, even
after the Reserve Bank has come into being, and here I refer to
what Sir Akbar Hydari said just now. Therefore, I feel that the
thing is now appearing to expand, and I am anxions to have it on
record that I keep myself perfectly open regarding the details
which require to be considered.

# Vide page 463.
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Sir Tej Bahadur Sapru: Will Your Lordship permit me
to say just one word ?

Chairman: Yes Sir Tej.

Sir Tej Bahadur Sapru: The idea proceeded from me
yesterday and I wish to explain the Statutory Advisory Council
that I had in mind.

Sir Purshotamdss Thakurdas: Is it Adviaofy or Statutory;
please ?

Sir Tej Bahadur Sapru: It must be under the Statute;
you cannot have a Council like that . by mere administrative order.
I heave no fear of the word “Statutory”. My idea was this, that
the Statute itself should provide for the establishment of an
Advisory Council during the period of transition in regard to
matters of exchange and currency. If experience shows it to be of
utility, we might perpetuate it.

Chairman. I follow that.

Sir Purshotamdas Thakurdas: It would mean that the
Statute wonld not lay it down as a permanent; body.

» Sir Tej Bahadur Sapru. During the period of transition.
T said so in my speech yesterday.

Sir Purshotsmdas Thakurdas. Does it mean during the
period of transition until the Reserve Bank is established ?

Sir Tej Bahadur Sapru. Yes; that is what I said in my
speech yesterday.

Chairman. I think you have made the position quite clear.
Yours is a temporary thing for the purpose of seeing how it will
work, and, if it works satisfactorily, then you think it should be
perpetuated—at any rate continued.
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Discussion on the Draft

Fourth Report on Commerecial Discrimination.

The Chairman read to the Members of the Committee the
paragraph of the Draft Report and invited comments thereon.

Chairmen : * are there any comments on paragraph 1?
Then we will pass to paragraph 2.

Mr. Gandhi : I should like this added, Lord Chancellor, st
the end of that paragraph :—

“Some, however, contend that the future Government should
not be burdened with any restraint, save that no dis-
crimination should be made merely on the ground of

race, colour or creed”.

Chairman : I will certainly put that in. Where do you want
that to go?

Mr. Gandhi: At the end of the second paragraph.

Chairman : Now we come to paragraph 3, please.

Sir Phiroze Sethna: May I suggest the addition here of the
the word “only” ? I suggest we should say, “hy reason only of his
race”.

Chairman : You want the word “only” put in ?

Sir Phiroze Sethna : I suggest that.

Lord Reading : That implies that you ¢sn do it for other re-
asons. Why do you want ‘“‘only” in ?

Vide Pages 474-478
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. - Bir Tej Bahadur Sapru: Ij wonld weaken it.

Chairman : Yes, it weakens it.

i

" “Sir Samuel Hoare: 1 think you had bester keep it a5 it is.
I know what you want, but I think it would weaken it if you put
that in.

+» *" Chairman' : Now we'will' take paragraph 4, please.

" Sir Akbar Hydal:i: With regard to the last sentence, we
shonld like what His Highness the Nawab of Bhopal said put in
here. : . :

. Chairman I will ask Mr. Carter to make & note to that |
effeat.  That.ought to have been in,

. ' . H. The Nawab of Bhopal: You have a note of what'
I have said. '

v
)

‘Sir‘AkBar Hydari: The wording may be what His Highs'
ness said. : R

Chiairman i Yes, I have it.

We will now turn' over the page to paragraph 5. I believe
you have something on this, Pandit Malaviya ?

" Pandit M. M. Malaviya: Ves. I think it is necessary to
be careful here not to go too far. A .Swiss or American or any
other Company might come and establish itself in Bombay or in
some other place and the advantages which the National Govern-
nient tay be prepared to give to a national institution or indigenous
institution, it may not be willing to give to an institution, which
does not come under that description, and we should not encourage
the idea, as is done in paragraph 6, that these bounties or subsidies
would be available for. "all who were willing to comply”. The.
Company might comply with certain conditions, but it might still-
be unfair to the indigenous industries to grant it assistance.
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Chairman: I follow your point, and I think we must put
your caveat in there. '

Pandit M. M. Malaviya: It is not a matter of a cavest ; if
we agree to it, it can be submitted by the Committee, '

Sir Samuel Hoare : I am not sure about Pandit Malaviya’s
point. Do you wish to exclude all foreign companies, or foreign
companies as distinet from British companiés, or what is your
suggestion ?

Pandis M. M. Malaviya: British companies would come
under the provisions already laid down. It should be made
clear that even British companies which are willing to comply
with the rules laid down should not-expect to get the advantage
of any protectivé action which may be taken by the Indian
Government. They are entitled to ask that there should be no
diserimination against them, but they are not entitled to ask thst,
because they are British, they should have advantages which we
may want to give to indigenous concgrns; )

Chairman: 1 thought' the pexf sentence sounded very
well. It came from Mr. Gandhi, and that is why I put it in-
“ The principle should be a fair field and no favour.”

Mr. Iyengar: Suppose we decided or desired to give &
subsidy to Indian steel as against Belgian stes]l which is dumped.
Would it be right for the Belgian Company to put up plant and
machinery in India and apply for the same subsidy ?

Lord Reading : Does that mean yon want it to apply to
Indian steel and not to British companies ?

Mr. Iyengar: That is the point, My Lord. You will
remember that when we had the Steel Protection Act we did
discuss the matter, snd the Legsiative Assembly was psariicularly
careful not to meke it a condition that British steel, as such, was
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given preferencé. We specified a certain class of steel, to which
we guve free access into our country and against which we refused
to give & subsidy. I am not referring to the question of giving
preference to British steamers, that is a different question. What
I sm now referring to is the point that the purpose of the
subsidy might be defeated if we were to say the subsidy is available

for the foreign compenies against whom the subsidy is sought to
be granted. :

Lord Reading :—What I am trying to ascertain is this;

s your point foreign companies ss distinguished from Indian and
British companies t

) Mr. Iyenga.r On the qixeetxon of British companies, . Mr.
Lord, there are previons paragraphs which deal with the question of
dxsonmmmon and reciprocity.

Lord Reading:  But it still leavés that question open. I
‘only want fo kiow what you mesn. Do you mean by that that
there may be discrimination in this sense that you may give
assistance to an Indian company which will not be evailable to a
Bx'msh company ?

Pandit M. M. Malaviya: T do mean it, My Lord.

" Lord Re@ing: I thought you &id.
Sir' Samuel Hoare: I am entirely against that myself, I
think that is quite unfair.

) Pandit M. M. Malaviya: But my point is that there is a
distinotion to be made bel:ween giving discrimination to a British
corapany and giving adventages to a British company which we
want to giva to Indian companies. - Of course, that would vot apply
to Europeans who are settled in India or carry on business there.

Chairman; I'will make & note of your point, Pandit Mala-
viya; but as at present advised | am afraid 1 canno alier that. I
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should like to discuss the matter again with you, I quite ses your
_point. You say discrimination is not the same thing: as giving a
bounty. Well, I guite follow what you mean; but I do not want
" to have repercussions of this thing which may get us into difficulties
. either here or abroad at present. .I will record your opinion. If
.you and Mr. Iyengar will be kind enough to draw up a short
_sentence, I can put it at the end.of this; so that we will put it in.
This is one of those things in which I think we should be rather
foolish, having regard to the difficulties of putting tariffs on against
people or not giving them. bounties, and getting'into difficulties
.with other people, if we- are not very careful. . What I mean to
say is-this, it is not the sort of decision we can’ take at the
eleventh hour and the fifsy-ninth minute. Let us put your caveat in,
let it remain there. It is one of those things which will have to be
discussed again later. T dm not against you; I mesn I am ‘not
against your putting that in; I will certainly have it put in; but
asfaras [ am concerned, I must stick to that paragraph.

Pandit M. M. Malaviya: I want to put another point
before Your Lordship in regard to what Lord Reading said. “Take
‘an ordinary case of a Japanese Company: sopposing a Japanese
Company goes and settles down in Bombay, starts some business
and claims the same advantages that we give to an Indian, I do
not think you would like a Japanese Company to able to claim it
of us. Take a Danish Company, a French Company, or an American
Company, you would certainly not wish those companies to be
entitled to claim the same advantages that would be granted by a
National Government to Indian Company, »

Sir Samuel Hoare: Yes, but then what we are interested
in is the British Companies. Would you be prepared to say it
would be available to all British Companies ?

Mr. Iyengar: My Lord, I would take it in this way.

Sir Samuel Hoare : May I just have an answer to that
question ?
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‘Pandit M. M. Malaviya: May [ ask you, Sir Samuel
Hoare, and Lord Reading, to help us by saying whether that would
be a proper thing to ask for a British Company which is trading
in India.

Sir Samuel Hoare: My answer would be “yes

Pandit M- M. Malaviya: That is to say you ask that
the protective assistance or bounty or subsidy or other advantage
‘shoinld be given % a British Company which is trading in India
merely because it is being given to a national indigenous industry.
Such a.dvant.ages are given to an indigenous industry because they
“ate wanbed on principles which are recognised, but o share that
advanuage with well-established British Companies I do not under-
‘stand, though I am open conviction. [ should like their help to
;ur_nderstand.

Lord Reading: I do not want to repeat the argument I
have put, but I think what you are saying does brlng in the
danger that I pointed out when we were discussing it ; and you
see it does not help us very much to say you would not like this
to be done with regard to a Japanese or a Belgian Company.
It does not touch the point. The point is that you want to get
it in genersl language, so far as I understand. If I am wrong
"so much the better. It would make it applicable also to a
"British Company.. You said quite frankly that you did; that
‘is what I pointed out before when I was speaking, that I thought
it was most objectionable and I should object to it most strongly.
T think if that were done you would destroy everything we are
‘doing at the present moment. I thought the principle was that
no distinction would be drawn between a British Company and
an Indian Company. Of course, I mean a British Company
which is carrying on its business there. We had already reached
that.

Sir Purshotamdas Thakurdas: May I ask ome question,
Lord Reading ? Does the last sentence or the previons paragraph
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apply to this: that is *the right to attach reasonable conditions
o any such grant from public funds.”

Lord Reading: That is the External Capital point, is not
it ; funds, registration of a company there, & certain moderate pro-
portion of Directors, and so forth ?

Sir Purshotamdas Thakurdas: Yes, whatever those may be.

Lord Reading: Yes, I expressly eaid I did not raise any
point with regard to that. I agree.

Sir Purshotamdas Thakurdas: Then it would not be a bar
under the enunciation of the principle of “a fair field and no
tavour”, if vhe Lepislature, when they sanction a bounty or s
subsidy, have the power to lay down certain provisions which will
qualify for it. They can be such conditions as would suit a certain
industry. I only wanted to know whether that last sentence did
apply o these and was included in this prineiple or not.

Mr. Sastri: May [ ask a question ?

Chairman: Yes.

Mr. Sastri: Is my recollection right that round this table
last year as we were discussing this subject, the spokesman of the
‘British Meteantile Community in India admitted that it was
perfectly legitimate for the Indian Legislature, where it sanctioned
bounties in order to create a certain indigenous industry, to confine
it to the industries managed and owned by nationals of India as

distinet from non-natiopals of India. Am I right in my re
collection ?

Chairman. I did not so recollect that.

»

Pandit M. M. Malaviya: Mr. Benthall said it this year
also. .
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- Mr. Benthall: T do not recollect it, but I made our position
quite clear that we accepted the Report of the External Capital
Committee, with one small exception, which was & matter of
wording and not of sense.

Lord Reading: My recollection is that it never went
further than that: it was accepted in that sense, and just in the
same way that I think Mr. Benthall spoke and I spoke with regard
to it ; that is to say that you may have conditions of a rupee
company registered in India with & certain proportion of directors.
There was a little more controversy about shareholders, for reasons
L will not go into now, but otherwise that was agreed.

Mr. Sastri; Was it not based on a distinetion between
nationals and non-nationals ?

Lord Reading: May I point ovt, Mr. Sastri, that that
strikes fundamentally at the root of non-discrimination if you do
that generally. You cannot possibly do that and maintain the
principle of no discrimination ; becauss if you were right, you see,
it would be possible then to do the very thing which you -remem-
ber I snggested was the dangerous point ; that is to subsidise an
indigenous industry with the idea that it would compete succesafully
with & British industry, that is & British-owned industry which
had been earrying on its business there for a number of years and
made its reputation there. That was the very point.

. Mr. Sastri; But, Lord Reading, I think this opens & very
wide door. When the Legislature grants a subsidy to an industry
it as a matter of fact takes the subsidy out of the general funds
raised by taxation upon the people. It would only be justified
in doing so if there was an expectation that as a consequence a
purely indigenous industry would benefit. if it was an industry
which might be considered non-national there would be n» justifica-
tion for taxing the people of the country.
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Lord Reading: May I point out that in this country we
have some organisations of that character where we pay subsidies.
We do not make any distinetion in the case cf business which is
carried on by persons who are outside this country. ‘What we
insist on is that the company or firm shall carry on its business in
this country. By that we get a certain amount of employment
and taxes are derived from it. That is how it is done. Ido not
know of any case where there is a distinction drawn between a
company whose shareholders reside in this country and a foreign
firm who may establish a business here.

Mr. Jayakar: We are seeking to have subsidies paid only
to industries which may grow up in the country. '

Lord Reading : So are we.

Mr. Benthall: May I point out to Mr, Sastri that my com-
munity are very large taxpayers in India, and will have to bear
their full share of the burden ?

Mr. Jayakar : In my opening speech I tried to make out a
case for a class of industries which I called infant industries; that
is, industries which are just struggling into existence and to which
the Government might think it necessary to give some protective
bounties. Why should it be wrong for the future Government of
India to protect an infant Indian industry ¢ I am not speaking of
industries which are able to stand on their own legs but of
industries which have just come into existence. Why should not
the future Government of India have the power to give some pro-
tection to svch industries without giving the same to other
industries not on the ground that they are British, but on the
ground that they are able to sustain themselves ?

Mr. Sastri: Mr. Benthall has raised the pomt that.the
Turopean community in India are taxpayers, and, therefore, come.
under the class which I intend to benefit. He is quite right; I do
not deny that for one moment but I wish the benefit of this to be
estended to all who reside in India and become nationals of that
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country. Mr. Benthall is speaking for those :who reside in India
and pay the ordinary taxes. If that is his object I have no objec-
tion, but the thing would apparently extend to all who, not
residing in India and not forming a part of the population of India,
would merely export their capital into India and benefit by this.
I am thinking only of that.

Lord Reading: They would have to set up the industry in
India in order to get the benefit of this, wouldsnot they? It could
be done simply by sending goods, or anything of that kind.

Pandit M. M. Malaviya: The match industry has already
been set up in Bombay.

Lord Reading : I was dealing with Mr. Sastri’s point. It
is very much what happens here and is being discussed at this
moment. For example, you may put protective duties on for a
pearticular purpose, to protect a national industry, and the effect of
it sometimes is that foreign countries come and set mp their
works here. 'We never interfere with that if they choose to do if;
and come and take part in the national organisation and give
employment and carry on their business here.

Mr. Sastri: I am thinking of bounties and special subsidies -
which are paid to struggling industries, and which certainly come
out of the general taxes of the country. I am not thinking of the
ordinary proteciive duties which England ceem now to be adopt-

ing: Iam thinking of another extension of this subsidising of
industries.

Lord Reading: We do that also. There is the case of

suger-beet, and we do not raise any distinetion about the com-
panies.

Chairman : A fair field and no_favour.

Pandit M. M. Malaviya: You do vot produce much sagar
yourselves. :



B-54
Lord Reading; Oh yes.

Sir Akbar Hydari: Perhaps I may say what our own
practice has been in Hyderabad. It is that wherever we want
10 give any help from public funds we do Jay down certain condi-
- tions, which are not based upon racial discrimination, but upon
these facts-that a certain proportion of the directors shall be
Hyderabadis and also a certain pumber of the shareholders.
Having regard to she difficulties to which Lord Reading has
referred, we say that a first refusal of a certain number of shares
shall be given either to Hyderabadis or to the Hyderabad Govern-
ment, but afterwards there are no turther conditions.

Lord Reading: I do not oppose that for a moment.
Chairman : I agree with every word you have said.

Sir Tej Bahadur Sapru: The words here are “ It should,
however, also be made clear that hounties or subsidies, if offered.”
Does not that imply that it is entirely discretionary with the
Government to offer or not to offer ?

Lord Reading : It is, obviously.

Sir Tej Bahadur Sapru: The words are “ if offered.”

Pandit M. M. Malaviya: That is to say, if they offer to one
industry, that is their optiou; bus if they once offer to one industry,
the question is, should it be made available to every member
of that industry ?

Chairman : That is too snbtle for me; it beats me all the
time.

Lord Reading: The Government must offer; it cannot
help it.

Chairman: Very well. I think we understand the point: |
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Sir Purshotamdas Thakurdas: Do you mind changing the
words in the third line ?* It says here “all who were willing to
comply with the conditions preseribed”, and I suggest we should
say ‘‘all who were willing to comply with such conditions as may
from time to time be prescribed by the Legislature”. This is
implied by the reply which I got to my last. question. Otherwise
this might seem to apply to the last three lines of paragraph 5,
where reference is made to the External Capital Committee.

Mr. Benthall: You might say *‘in. accordance with the
paragraph above.” :

Sir Purshotamdas Thakurdas: The point is that the condi-
tions should be such as may from time to time be prescribed by
the Legislature.

Mr. Benthall: In accordance with the recommendations of
the External Capital Committee.

Sir Purshotamdas Thakurdas: No. The reference to them.
is merely illustrative and not exclusive ; that is what I want to
make clear. Surely you do not want to restrict this to those condi-
tions only ? It should be open to the Legislature to lay down
the conditions from time to time in accordance with what circum-
stances demand, provided they are not of racial character, but yon
cannot tie the whole constitution down for ever to those recommen-
dations only.

Lord Reading : But they are not tied down.

Sir Purshotamdas Thakurdas: I was replying to Mr.
Benthall.

Lord Reading: The words simply are that they shall comply
with the conditions prescribed in the Government's offer.

Sir Purshotamdas Thakurdas: There may be a misunder
standing; it ' may be thought that the “conditions” are the con-
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ditions. 1aid down by the External Capital Committee in 1925. The

Legislature, however, should have the right to-very these condi-
tions from time to time.

Mr. Jayakar. Could not we say “would be available to
all who were willing to comply with such conditions as may be
prescribed?”

Sir Purshotamdas Thakurdas: No, “with such conditions
as may be from time to time prescribed by the Legislature”.

Lord Reading: 1 do not think we could have that. The
Legislature might specify—we most assume it for the purpose of
discussion—that there must be, say, one hundred per cent. directo-
rate, one hundred per cent. of the shareholding Indian, and so
forth. You could not possibly have that.

Sir Purshotamdas Thakurdas: It would be racial discrimi-
nation to say one hundred per cent. What I am trying to make
out is whether it is the intention in drafting this to tie whole thing
down to the details laid down by the External Capital Committee.
(Cries of “No.”) Then, if it is not, the Legislature should be
cmpletely free to vary them in accordance with the circumstances.

Mr. Jayakar: It may not be the Legislature; it may be
the department which will lay down the conditions.

Sir Purshotamdas Thakurdas: With bounties and subsides.
I think it must be the Legislacure. .

Pandit M M. Malaviya: It must be.

Sir Purshotamdas Thakurdas: I do not thik it ccnld be
done by Departmental order. The Legislature must vote the money.
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Mr. Iyengar : In the nature of things the Legislature should
from time to time impose the conditions, because a subsidy should
operate on a sliding ‘scale on varying conditions so as to make i
effective and so that it shall not be a burden on the taxpayer, and
therefore the Legislature cannot be tied down to any definite condi-
tions on which alone subsidies could be allowed.

Mr. Benihall: The External Capital Committee went into
thijs matter at great length, and came to the conclusion that when
bounties were given in this way a very limited amount of discrimin-
ation would be reasonable. They defied what they thought was
reasonable and we accepted it in my first speech.

Sir Purshotamdas Thakurdas: If it is clear, then I agree;
-but unless it is clear, I am afraid I cannot possibly agree to this.
You cannot tie this down to the terms suggested in 1925.

Mr. Jayakar: Your fear is that the words* Conditions pres-
cribed ” 10ay be taken to be the conditions prescribed in 1925, but
if we were to say “such conditions as may be prescribed " that
should solve the problem.

sir Purshotamdas Thakurdas: But by whom ? Presumably
it will be by the Legislature, the mrneéy for the bounties and
subsidies will be voted by the Lagislature.

Chairman : I suppose, Sir Purshotamdas, they would go
o the Federal Court if there was any dispute about it ?

Sir Purshotamdas Thakurdas: That comes later.
Chairman: 1 know, I was only asking you.

Sir Purshotamdas Thakurdas: What is it, My Lord ?
Chairman : It does not matter, thank you.

Sir Samuel Hoare : I think it is all right as it is, My,
Lord.
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Pandit M. M Malaviya : “ Will be available to all who are
williug to comply with such conditions as from time to time may
be prescribed by the Legislature.”

Sir Purshotamdas Thakurdas: Yes.

Lord Reading: No, I would never agree to that, I think
that is introducing the very principle of discrimination which we
want to prevent. I is giving the power to do it; I am not saying
it is doing it, because the Legislature may never do it; but it is
giving the power to do it. That is what I am trying to prevent.

Sir Purshotamdas Thakurdas: Your Lordships intention is
that it should be restricted by those conditions which were laid

down by the External Capital Committee of 1925, which eannot
be altered ?

Lord Reading: No.

Sir Purshotamdas Thakurdas: May I understand what is
meant by those words as put down by the draftsman?

Lord Reading: If you ask me, I should say the conditions
prescribed by the offer of the bounties or subsidies, subject to this,
that there should be no discrimination, except im so far as you
might possibly imply it by the conditions of the External Capital
Committee, which are obviously permitted.

Sir Purshotamdas Thakurdas: Are those the only conditins
which Your Lordship is prepared to accept?

Lord Reading: No, I have said not. You may lay down
certain conditions as is done in this country. You may lay down
conditions intended to cover those conditions which may be appre-
hended, and which may be other than those merely of the External

i Capital Committee ; but those conditions could not be of a discri-
minatory eharacter.



B-59

Mr. Benthall: Such as that the industry had to start at
such a time in order to earn the bounty.

Sir Purshotamdas Thakurdas: We have agreed that they
should nnt be conditions of a purely racial character. Once they
have restricted it to that I do not think we would be prepared to
accept any other restriction, My Lord. That is the whole point.

Mr. Iyenger: 'The whole point of Sir Purshotamdas’ diffi-
culty is what “the conditions” denotes-the conditions referred to
here or the conditions referred to in the previous paragraph in the
recommendations of the External Capital Committee. In the
nature of things, as Lord Reading has pointed out, whenever a
subsidy is offered by the Government through the Act of the Legis-
laturo, ennditions will be preseribed there, and it is those conditions
which are 1eferred to.

Lord Reading: Yes.

Mr. Tyenger: So I strongly support Mr. Jayskar’s sugges-
tion to make clear such conditions as may be preseribed.

Lord Reading: I do not raise any objection to that; that is
only & paraphrase. i

Chairman : Yes—*such conditions as may be prescribed”.

Lord Reading: Certainly I do not raise any objection to
that.

Chairman: Now paragraph 7 please.

Mr. Gandhi: It says: ““With regard to method, it appears t6 -
the Committee.” Will you add this: I have simply said; “save for
the exception taken in paragraph z.”

Chairman: Certainly, Mahatma:—*save for the reservation in
paragraph 2*. I am much obliged to you. I ought to have done
that. Now paragraph 7. ' - .
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Sir P. Thakurdas: May I just enquire about line 8 in para-
graph 6 ? There you use the words “usually under British manage-
ment and financed with British capital.” What are the implications
of that ?

Chairman: We must not tie ourselves down tvo much by
definition. We are putting it rather vaguely.

Lord Reading : Surely that is only a recital; it is oot an
operative parf.

Mr. Iyenger : It is a mere deseription.
Sir P. Thakurdas : All right, Sir.
Chairman : Now paragraph 7.

Sir P. Thakurdas : In paragraph 7, I see in the third line:~
“the constitution should contain a clause prohibiting legislative
or administrative discrimination.”

I wonder how it would be feasible to e¢ome to aby decision
about this. Later on I see the draft Report suggests that these mat-
ters might be referred to a Court of Law.

Lord Reading : T remember myself very distinetly that the
words “Legislative or administrative discrimination™ were used and
as I understand the discussion it was accepted that no distinction
could be drawn between legislative or administrative acts. Other-
wise it might be within the power of the administration to make
diserimination of all kinds.

Sir Purshotamdas Thakurdas : I know that. I raised the
question because I did not hear it in the course of the distinction
this time. I want to know; if seven tenders were made and
British and Indian Firms tendered on equal terms, but an Indian
tender was accepted, which was Rs. 5/- higher than the British

.
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tender, would that be considered a just cause for a Court suit? Is
there any precedent for anything like this in any constitution? I
is most unusual, I submit, and I very emphatically differ.

.Chairman: Very well, thank you very much. You differ.
We will put down that one Member disagrees.

Mr. Joshi: T also disagree.

Chairman : Very well we will say two Members disagree.
Are there any comments on paragraphs 8, 9 and 10? If not we
will take paragraph 11,

Mr. Joshi: On paragreph 11, I should like to say that I
think in certain circumstances it would be within the power of the
Government of local bodies to take without compensation private
property as a penalty for certain criminal offences ov for publie
purposes. I should like to know what is econtemplated.

Chairman : What is it you want ? Isit the old law of at
tainder ?

Sir Tej Bahadur Sapru: I would not agree to that.

Chairman: What do you suggest ? Is it that if anybody,
say, commits murder his property should be confiscated. :

Mr. Joshi: In certain cases property is being confiscated
to-day.

Chairman: For what ?
Mr. Gandhi: For Sedition. I can give you the instance.
Mr. Jushi: Yes, for sedition.

Lord Reading : Is it without sompensation ?
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Sir Tej Bahadur Sapru: May I deal with this? I think
the case that is being referred to is that of Mahencra Pratap Singh,
Raja of Hathras. I know that case very well, because I had to
deal with the matter in my professional capacity. It was found
that he hadjoined the enemy during the war and therefore he was
declared to be an enemy snd his property was confiscated but it
was regranted to his son.

Chairman: What do you Want put in ?

Lord Reading: Would it not do if you put in “Save under
Pprocess of existing law”.

Mr. Joshi: But the law may be changed later on.

Chairman: You cannot help the people of India changing
their laws. You cannot have them like the laws of the Medes and
Persians. ,

Mr. Joshi : There is a second point. It might be necessary
to take property for public purposes. The owners of the property
may have done nothing on account of road improvements made by
the municipality or the Government. There is no reason why pro-
perty should not be taken in such a case without compensation. As
a matter of fact in certain conditions it may be in the interests of
the property-owners themselves that their property shall be taken
without compensation.

Under certain circumstances private roads are compulsox:ily
taken over by municipalities without compensation_in the interests
of the town itself. Certain owners of private roads, it may be, re-
fuse to improve those roads and refuse to provide lighting, and
therefore the municipality has to take them over without compen-
sation. Under these conditions we must provide for certain ocea-
sions on which property may be tuken by statutory bodies without
compensation,
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Chairmean : What I feel about this, Mr. Joshi, is that I
should very much like to leave something for you to do when you
are s member of the Federal Government of India. You can then
propose an amendment to this effect.

Mr. Joshi: But if you make this a fundamental right,
every law that is proposed will be declared to be void.

Chairman : We cannot have that, no.

Sir Akbar Hydari : I have been asked to make it clear that
80 far as this fundamental right is concerned, that no one should
be deprived of his property save by judicial tribunal, that this may
interfere to a certain extent with the rights of Indian States.

Chairman : You are quite right. I will see that something
is put in.

Mr. Benthall : I should like to pay a tribute to the great
courtesy which we have received throughout our negotiations with
my Indian colleagues, and to the many constructive suggestions
which they have made

Chairman: I am sure we all agree with that. Thank you
very much.

. Mr. Joshi: May I ask one question? What about the-
position of Labour legislation as a Federal subject ?

Chairman : 'Well, that is a very proper question. We had
better take that tomorrow,
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Friday, 27th Novemlber 1981. .

Consideration of the Draft Fourth Report
on Financial Safeguards.

Chairman : With the leave of the Committee, I will do as
we always do. In accordance with our practice, I will read through
the whole of the Report and then come back and I invite you to
make any comments you desire to make on each ome of the
‘paragraphs.

The Chairman read paragraphs of the Draft Fourth Report
dealing with Financial Safeguatds and invited comments thereon.

Chairman: Now if you will kindly go back to the first
page, paragraph 1, does anybody want to make any criticism on
paragraph 1 ?

Pandit M. M. Malaviya : In sub-paragraph (2) you say:—

“That the financial credit of any country rests in the last
resort upon the confidence of the investor, actual and
potential”.

Are those words actually essential?

Chairman: What it means is the investor or people who
may become investors. Supposing I am not an investor in India,
I might still be a man who perhaps wanted to invest in India and
so I should be a potential investor.

Pandit M. M. Malaviya: Then the potential investor may
be not merely an English investor, but other people too 1 ’

Sir Samuel Hoare : That is just what it means.
Chairman: Yes, that is what it means.

Pandit M. M. Malaviya: It means both actual and poten-
tial. It is essential to keep those words ?
Vide Pages 479-484.
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" Chairman: It is almost an Irishism. as wecallit A man
is not an investor, but he may be an investor. It sounds funny to
put it in that way, but it"is intended to cover people who actually
have invested money, and therefore we want to retain their confis
dence, and people who, at some future date, may become investers.
If there is nothing else on this paragraph, will you turn over
the page and we will coine to paragraph 2? :

Sir Purshotamdas Thakurdas: . May. I ask whether the
members who were present last time agreéd with sub-paragraph (4)
of paragraph 1?

Chairman : You mean whether the people who were parties
to the last Report will also be parties to sub-paragraph (4) ¥

Sir Purshotamdas Thakurdas : Whether they think this is
a correct inference from their Report ?:

Chairman: Let us read it again.
“ An;l that a‘ change in ber financial relations with the
United Kingdom which involved a sudden severance,—"
those are the words, * sudden severance.—"

“of the financial link between the United Kingdom and
India would disturb confidence and so place the new
Indian Government and Legislature at & grave dis-
advantage.”

I should think most of us—all of us, I should think would
agree to that word * sudden.”

Sir Purshotamdas Thakurdas: But then the guestion arises
whether what they suggested is sudden.

Chairman : Yes, bus all they are committed to hers is thls
statement — - .
“that a change in her constitutional relations with the
United Kingdom, which involved a sudden severance of
the financial link between the United Kingdom and
India, would disturb confidence.”
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Sir Purshotamdas Thakurdas :—My point is that the change
we indicated in the last Report could by no means be said to be a
sudden severance of the financial link. Therefore, that pharse as I
read it is rather a far fetched inference to make from that Report.
However, it is not for me, as I was not a party to the Report, fo
say what it meant. I am only enquiring whether those who were
parties to that Report agree with the inference.

v

. Pandit M. M. Malaviya: I think it is objectionable to put
this paragraph in.

) Sir Purshotamdas Thakurdss: If [ may say so, it is not
for us who were not present lass time to criticise. It is for those
who were present to say.

Chairman : Sir Tej Bahadur Sapru, Dy you object ?

Sir Tej Bahadur Sapru: I see no objection to it. The
paragraph says:

* And that a change in her constitutional relations with the
United Kingdom, which involved a sudden severance of the
financial link between the United Kingdom and India would
disturb confidence and so place the new Indian Government
and Legislature at a grave disadvantage.”

The word “sudden” in my opinion, has reference to the temporary,
or shall we say, transtitional changes we contemplated at that
time. It is a quite a different question whether we shall have
transitional changes, but once you accept transitional changes
the word “sudden” is true.

Pandit M. M. Malaviya : That proposition, as I understand
it, is now formulated for the first time. It is not reproduced from
what was said last year. Am I right in saying that ?

Chairman : It is not a question in which you are involved
at all.
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Pandit M. M. Malaviya : If this is formulated-for the first
time in these words, I suggest it is not justified. It says:—

“ And that a change in her constitutional relations with the
United Kingdom, -which involved a sudden severance ‘of the
financial link between the United Kingdom and India, would
disturb confidence and so place the new Indian ‘Government
and Legislature at a grave disadvantage ”. -

A sudden severance of the financial link can only mean
exercise by the Secretary of State of the authority he possesses over
the Indian Government in matters financial. I do not think in the
discussions which have proceeded it has been agreed that that cont:
rol shall continue to be exercised.

Osher arrangements have been considered in order to create
confidence during the period of transition, but these do not neces
ssarily imply the continuance of the financial link by the exercise of
the financial powers of the Secretary of State. The only financial
link which connects England with India officially is the Necretary
of State.

Mr. Iyengar: I would suggest that instead of the word
*“link ” in this paragraph the word “ relations ” should be used.

Chairman : Sir Tej Bahadur Sapru is satisfied with this
wording. I think we had better leave it.

Sir Tej Bahadur Sapru. I should like to add one word
arising out of the remarks by Pandit Malaviya. He seems to think
that those who agreed with the substance of the proposition last
year comtemplated the continued control of the Secretary of State.
I do not interpret this as assuming anything of the, kind. Bat
apart from the control of the Secretary of State, there are other
financial links, aud I believe the word “‘sudden” in this paragraph
is used to denote the  period of transition. We are - satisfied
that there would be a Reserve Bank, and we should have to make
some pruvision for that purpose.
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Mr. Benthall: Can we not make the word “links” in the
plaral ?

Chairman : T accept Sir Tej Bahadur Sapru’s interpreta-
tion. It is certainly what we meant. '

8ir Purshotamdas Thakurdas : If the plural is to be used,
I beg to submit that it is not -being contended by the other side
that we are disturbing more than one link. It is not suggested
that any other link may be touched. Therefore the plural would
not be applicable at all. The link is the Secretary of State's
control. There is only one link. What is the other link Sir Tej
Babadur Sapru has in mind ?

Sir Tej Bahadur Sapru: Well, the relations between the
two countries. I certainly did not mean by the financial link the
link of the Secretary of State.

Sir Purshotamdas Thakurdas: I do mnot know whether it
would be agreed that that is not intended.

Pandit M. M. Maluviya: May we know what the financial
link indicates in this paragraph if it does not indicate the control
which the Secretary of State exercises over the Government of
India ?

Chairman : You have heard what Sir Tej Bahadur Sapru
bas said. I cannot put it better than that. We are now stating
what those gentlemen who were here on the last occasion put
forward 1

Pandit M. M. Malaviya: Sir Tej Bahadur Sapru has said
.that it does not mean the coniinuation of the financial powers of
the Secretary of State. Is that accepted by the Secretary of State?

Sir Samuel Hoare: To me it is a general term. I
do not wanbt to define what it is. I think it is much better
to leave it general like this. It js stating the fact which
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was the very basis of our discussions last year. If it had
" not been for this fact that a sudden severance of the link,
whatever that link might be, would shake India’s credit, there
would have been no discussion of safeguards, and I imagine that a

good many of the gentlemen who agreed to safeguards last year
would not have agreed to them.

Sir Purshotamdas Thakurdas: The difficulty is this, that
we who are parties to this Report, before we give our assent to it,
must understand what each word and phrase carries.

Sir Samuel Hoare: I would not admit that at all ina

sentence of this kind. It is merely a historical fact of what took
placs last year. '

Sir Purshotamdas Thakurdas: And it is just that historical
fact that I do not agree with.

Sir Samuel Hoare: You may not agree with it but it was
the fact as it emerged last year. Historically speaking, I think this
acourately describes one of the results of our discussions last year,

Sir Purshotamdas Thakurdas :  Sir Tej Bahadur Sapru does
not inform us that that was his intention, by any means.

Lord Reading: Would not it meet the situation if you
make it in the plural and say “links” instead of “link’ ¥

Pandit M. M. Malaviya: That would make it worse, because
at present we are trying to ouu only one link.

Mr, Jayakar: I suggest if there is the shghtest chance of
these words “finanoial link” being misconstrued it will be better to
put the words “financial relations”.

Pandis M. M. Malaviya: We are providing safe-
guards which will satisfy British interests, and no other
interest will suffer.  All the discussions we have had have
been to ensure that there- shall be no want of confidence by
disturbsnce of other relations. As this stands, my objection to it
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is that it puts forward a proposition which is not correct and which
will not fit in with what we have been discussing. We have been
discussing safeguards which should be agreed upon. This state-
ment, ““a sudden severance of the financial link between the United
Kingdom and India would "disturb confilence”, cannot mean
anything except the relationship which the Secretary of State
has to the Government of India, and to say that the sudden
severaunce of that link will disturb the confidence and so place the
new Indian Government at a great disadvantage is to go against
the propositions which have been agreed upon.

Chairman: [ do not quite follow that. If you would be
good enough to look at the beginning of it again, it is their proposal
in this connection.

Pandit M. M. Malaviya : That is why I a ked whether this
was the language that was formulated last year. [t is not so.
This bas been formulated for the first time this year, and as it has
Leen formulated tor the first time this year, I vequest that the
language used should be such as cau be agreed upon and which
should seem to us who are here nuw exactly to express what was
decided upon last year.

Lord Reading: TIs not the true position here that we are
merely stating what were the fundamental propositions upnu which
the Repnrt of last year was based? And that is surely a matter on
which those who were present are best able to speak.

Pandiv M. M. Malaviya: Those discussions are recorded
and this goes beyond them

Lord Reading: It really does not. It states what the
proposition is based upon.

Pandit M. M Malaviya: Suppose it is decided that the
control which the Secretary of State at present exercises over
the Government of India should be exercised hereafter in India
by such arrangemens as Your Lordship, for instauce, has already
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ﬁontémpidted, of the establisment of a Reserve Ba,n_k, and by anos
ther arrangement such as is in contemplation of & Financial Advisory
Board, then I submit the link which connecté England through
the Secretary of State with India at présent would be severed.

Lord Reading: This does not touch that. This statement
does not affect anything yon have said.

Chairman : I think we could all get agreed upon this by the
insertion of a couple of words, Pandit Malviya is of this opinion;
he says : “On the last occasivn the Commitiee came to certain reco-
mmendations or certain views and you want to state them”. But you
have not stated them properly because I donot think, from what [
know or from what I have heard, tha: the proposals of the Committee
on the last occasion were based upon these fundamental provisions,
and so I think what I shall put in now is this :—

“Their proposals in this connection - were based by some
of them"- )

that is by some of the members of the Committee—

“Upon the fnllowing fundamental propositions”.
Certainly mine were; that includes me. And then you will be able
to say : Well, you were foolish enough, Lord Chancellor, to base
your proposal upon those fundamental propositions, but other
people did not; “and that will meet your point. It will read =

“The proposals’~ not *“their proposals”-“the propnsals in this
connection were based by some of the members upon the foll-
owing fundamental propositions™

Pandit M. M. Malviya : Would your Lordship say.*in view of
some of the Committee” or “in the opinion of some members
of the Committee”? ’

Chairman. I can say that. Where do you want that to come
in.? * The proposals in this connection were based in the
opinion of some members of the committee upon the following
propositions. ”
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Pandit M. M. Malaviya: Yes.
Chairman: Very well, I will accept that.

Pandit M. M. Malaviya: Will you also kindly put in in
some place an expression to show that some of us do not agree that
this is a correct view of what took place lass year ?

Chairman : No, I will not put that in.

Lord Reading : How can those who were not present express
a view as to that ?

Chairman : How can you express that view ?
Pandit M. M. Malaviya: From the records.

Chairman : I cannot do that. You can point that out later
on. 1 really have met you very fairly, if you will permit me to
say so. Now paragraph 2.

Sir Purshotamdas Thakurdas: My Lord, regarding para-
graph 2, | see the words “Reserve Bank” occur in this for the first
time and perhaps the only time. May I ask whether i$ is proposed
to say anything regarding how the Reserve Bank can be started
whenever it is possible to start it, and by legislation where? That
is a point, Your Lordship will remember that I specifically referred
to, and I do think it is important, for us to know whether this
Committee is going to express any opinion on that score or not.

Chairman : Well, what would you like to put in ?

Sir Purshotemdas Thakurdas : My personal opinion is that
it should be started by a Statute in the Legislative Assembly.

Sir Tej Bahadur Sapru: Will you have: “ by the creation
by the Indian Legisiature of a Reserve Bauk” ?

Sir Purshotamdas Thakurdas : I will be quite satisfied with
that, Sir.
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Mr. Sastri: I see Lord Reading indicating dissent.
Chairman : I think I will accept that.

Sir Tej Bahadur Sapru; “Pending the creation by the
Indian Legislature”.

Chairman : Yes “Pending the creation by the Indian Legis-
lature”.  Will that meet you Sir Purshotamdas ?

Sir Purshotamdas Thakurdas: That is what I think my-
self, Sir. Thank you.

Sir Akbar Hydari: ““Indian Federal Legislature”, Sir ¢

Sir Purshotamdas Thakurdas: Of course. It will certainly
not be by any of the Provincial Legislatures. It will have to be
Federal or Central. Of course, Federal.

Sir Akbar Hydari: Federal.
Chairmain : Well, I will put in “Federal’”,

Sir Purshotamdas Thakurdas: Certainly, Sir; “by the
Indian Federal Legislature.”

Mr. Benthall. It might be done before the commencement
of federation.

Lord Reading. How can it ?

Sir Purshotamdas Thakardas: There will be mno federal
Legislature then.

Mr. Benthall: The Reserve Bank might be started next
year if conditions improve,

Sir Samuel Hoare: I think there is something in Mr.
Benthall’s point. It is unlikely in the present state of the world.
I mean everybody wants to start the Reserve Bank as soon as
possible. There is no doubt about that.
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Mr. Tyengar: I think Mr. Benthall has in view thé
prospect that you may not have a federation for some years.

Mr. Benthall: That is possiBle, yes.

Mr. Iyengar: And therefore he wants to make sure that
whether the federation comes or not the Reserve Bank shall come

Chairman : There is nothing to prevent anybody doing
anything, It is only dealing with after federation.

Mr. Benthall: No, but I would leave out the word
“ Federal ” and make it “ Indian.”

Mr. Jayaker: It leaves it possible for both countries.

Lord Reading: I think Indian Legislature is as good as
the other.

Chirman : Then we will leave out “Federal” and put in
“by the Indian Legislature.” Now on the next page please
paragraph 3.

Pandit M. M. Malaviya: I want to say a few words about
paragraph 2 yet. May I?

Chairman: Yes, please.

Pandit M. M. Malaviya: The paragraph speaks of the
creation “ of a Statutory Advisoty Council, so constituted as to
reflect the best financial opinion of both India and London, which
would be charged with the duty of examining and advising on fina-
neial and monetary policy.” I thought the proposal put forward
by Sir Tej Bahadur Sapru was that there should be an Advisory
Council on matters of currency and exchange.

Sir Tej Bahadur Sapru: That is so.
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Pandit M. M. Malaviya: Therefore, I suggest it should be
so stated. The paragraph should read  charged with the duty of
examining and advising upon questions of currency and exchange.”

Sir Samuel Hoare : Financial and monetary policy means
that.

Chairman :© That is what it means.

) Lord Reading: 1f he wants to limit it, I do not see any
objection, but you are giving them something wider

Chairman : Well, Pandit Malaviya, I will accept your words
but, if you will forgive me saying so, they are against your own
interests. I accept them, but I think it is not wise of you.

Pandit M. M. Malaviya: Are you omitting the word
*“ Financial” ¢

Chairman: I accept what you sugge<t, but they are limiting
words. I advise you to keep in the words in the paragraph which
do not limit but you can have whichever you like. I accept the
words you suggest, but they are words which militate against your
own interests. We will make the paragraph read *Charged with
the duty of examining and advising on currency and exehange”.

Pandit M. M. Malaviya: I asked, is it to advise on financial
policy generally? I thought it was limited to curremcy and
exchange. I have no objection to the words *‘Monetary policy”
being retained, but I object to the word * financial ”.

Chairman : I accept it and I will cross out the word
“financial ” and leave it at ‘monetary policy”. The day will come,
I am afraid, whea you will regret it, but that is not my fanlt.
Paragraph 8, please.

Sir Purshotamdas Thakurdas: | took it when the question
of this Statutory Advisory Council was being discussed that it was
only to go on until a Reserve Bauk comes ine being.
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Chairman : I see what you mean.

Sir Purshotamdas Thakurdas: It may be kept on afterwards
if found usefu), but it need not, It would be only for the perind
before the Reserve Bank comes into existence.

Mr. Jayakar: The words in the paragraph are “pending the
creation of a Reserve Bank”.

Sir Purshotamdas Thakurdas: Does that mean with the
creation of a Reserve Bank it would go out?

Mr. Jayakar: Of course.
Sir Purshotamdas Thakurdas: I d» not know.

Mr. Benthall: I should have liked to say a good deal more
if we were going into detail, but I think it bettr to leave it as
vague as possible.

Chairman : Will it meet your views if [ put on record that
in the opinion of some members of the Cowmittee it should come
out ? I will do that.

Sir Purshotamdas Thakurdas : It may not be necassary to
have it afterwards.

Chairman: Very well, we will put it in this form; “some
of the members are of opinion that it will not be necessary to have
this Advisory Council after the Reserve Bank comes into existence’.
In what part of the paragraph would you like that inserted ?

Sir Purshotamdas Thakurdas: After the words “Monctary
Policy”. I would further suggest, Sir, that it should be stated
that the Statutory Railway Board will be set up only by Legis-

" 1a tion in the Indian Legislature.
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Chairman: That has not yet been discussed. It is a matter
we shall have to leave for future decision. I agree that if is an
important thing, but we have not discussed i,

Sir Purshotamdas Thakurdas: I thought that nn one had
criticied what I had said on the point.

Sir Tej Bahadur Sapru : There was no unanimous decision
on that point on the last occasion.

Sir Purshotamdas Thakurdas : I feel that some expression
of apinion ought to go out from this Committee on the question.

Sir Tej Bahadur Sapru : There is no mention of a Statutory
body whatever.

Mr. Joshi: The Statutory Board should be created by the
constitution itself.

Sir Tej Buahadur Sapru: There is nothing in the Report
about it,

Sardar Ujjal Singh : As a matter of fact, [ pointed out
that if a Statutory Authority was going to be established it should
be left to Indian Legislature.

Sir Purshotamdas Thakurdas: May I read from the second
Report of the Federal Structure sub-Comimittee presented at the
meeting of the Conference on January 15th ? I quote from parag-
raph 19. “In this connection the sub-Committee take note of
the proposal that a Statutory Railway Authority should be establi-
shed, and are of opinion that this should be done, if after expert
examination this course seems desirable.”

Sir Tej Bahadur Sapru : The Report of the Plenary Session

shows that we all vbjected to the Statutory Authority being created
at all,
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8ir Pursotamdas Thakurdas: May I take it that this pres-
ent Report is not being conformed to the one I have just quoted ?

Sir Tej Bahadur Sapru: Of course not.

Sir Purshotamdas Thakurdas: I thought earlier we were
c nfirming this Report. I am quite satisfied.

Chairman : Mr. Gandhi has something that he wants to add
at the end of paragraph 2.

Mr. Gandhi: I wish to add at the end of paragraph 2, after
the words “responsible Government”” the words “and that th~
derogation from complete control would hamper the Finance Mini-
ster in the discharge of his duty.”

Chairman :  Those words are noted.
Now we come to paragraph 3, please.

Sir Purshotamdas Thakurdas: In the first sentence of par-
graph 8 you have this : *“lhe majority of the Commirtee adhere to
the principles enunciated in their previous Rept”. In view of
the discussion I raised on sub-paragraph 4 of paragraph 1, Iam
afraid I cannot be one of the majority who adhere to those
prineiples.

Chairman : If you will kindly look at the sentence a moment
“The majority of the Committee adhere to the principles enunciated
tn their previous Report: ” It was not your Report at all, but [
will make it clear that it does not apply to you. It was not meant
to apply to you.

Sir Purshotamdas Thakurdas: Then *The majority of the
Committee” there means the majority of the Committee present at
the last time ?

Chairman: Yes, not you.

Then going ou, is there anything more on paragraph 3!
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Now turn over to page 4.

Subject to thase alterations which you have been good ennmgh
to indicate and which I have adopted, I will sign the Report on be-
half of the Committee.

Now Mr. Joshi, please.

Mr Joshi: I should like to know what sort of proposal you
propose to make on the question as to the power of the Federal
Legislature and the Federal Government to legislate on Labour
questions affecting the whole of India.

Chairman: I think what I propose t1 say, subject to your
agreeing to it, is this. Mr. Joshi's point is' of great impnrtance.
A solution of the difficulties to which he has drawn our attention
will have to be found when the precise relationship between the le-
gislative powers of the: Federal and Provincisl Legislatures is finally
determined. In this particular matter there has not been an oppor-
tunity this Session to advance further than the general conclusions
reached at the last Session and we cannot therefore report on the
details of it, but further consideration will have to be given to it.
Will that meet your wishes and views ?

Mr. Joshi: Yes.

Chairman: Thank you very much. Then what I will do is
this. That must appear somewhere, and I think it had better
be appended in its proper place in the Report on tha Legislatures.
That, I think, would meet your views.

Mz, Shastri: Lord Chancellor, are we now winding up this
Federal Structure Committee ?

Chairman: I am afraid so: I am very sorry; I should
have liked to have gone on.
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Mr. Shastri: If so, will you allow me, as one who has been
faithful in attcndance in this Committee and one who, I hope, has
also been eqaally faithful in sllegiance to this Commitice and its
worlg, to say a few words to express our feelings of complete con-
fidence in you as our Chairman. )

Chairman: Thank you very much, Mr. Sastri.

Mr. Sastri: My Lord, words fail me to convey this vote of
thanks. It is a vote in which our hearts ave all deeply engaged.
We remember the extraordinary courtesy and patience with which
you permitted us to wander over a range which already wide in
itself, was I fear not wide enough for the purposes of the discussion
of some among us.

Chairman: Quite right,

Mr. Shastri: You gave us a free hand, and if I may say
s0, in allowing us’ to revel in our freedom you have possibly contri-
buted to the efficiency of this Committee’s woik. Moreover, Sir,
there is just one word which I would like to say at the end of our
sittings, and in this I hope I carry the judgment and the wishes
of every single member of this Committee. Our Committee’s work
has been of the utmost importance to the mission which has
brought us all to this country. It has in India and in England
aroused the greatest possible attentgion. It is quite likely that
in much that we said and in much that we did we have
made errors of judgment. It is quite likely that in much of the
work that we have actually done we have not succeed in carrying
the judgment and the wishes of either the people in India, or the
people in this country ; but amongst ourselves, although there were
sometimes differences of a sharp kind between ome section and
another, there has prevailed a most wonderful spirit of cordiality, a
spirit of give-and-take upon all sides, British and Indian, Indian
States and British India, Labour and non-labour. Upon all
sides there has been an admirable epirit and a willingness that the
labours of this Committee and, therefore, the labours of the Con-
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ferencs, should reach a successful and happy issue That dominant’
feature of the proceedings of the Cohmmittee has been in large
measure secured, I believe, by the absolute impartiality and by
the rulings of our Chairman, by the way in which when we some-’
times fell from the high standard which he would have set, he
continually .reminded us that in our speeches and in our delibera-
tions we must not fix our -eyes npon the little part of India and
Indian policy to which we belong, but upon that future united and
integral India which we are all trying to built up. The ideal the
Lord Chancellor never allowed to fade from his own mind or from
the mind of any one of us. For that act as well as for others we -
stand deeply indebted to you and we believe that if ever we are
engaged upon a task of equal difficulty and complexity we could
never wish ourselves greater good fortune than to have a Chairman
of your type and your character.

Chairman: Thank you very much,

Siv Tej Bahadur Sapru: My Lord Chancellor, will you
permit me to say one or two words following the very warm tribute
which has been paid to you as Chairman of this Committee by
my - friend Mr. Sastri? I cannot add many words. I will only
venture to say this much, that whatever the future.is going
to be and whatever the resuls is going to be our labours here,
everyone of us will é.gree that we owe to you a deep debs of
gratitude for the manner in which you have conducted our pro-
ceedings this year as well at last year. It has been a genuine
pleasure to have worked with you and for many of us it will be a
very pleasant memory when we have gone back from your delight-
ful country. I would only venture in the tribute that has been paid -
to your Liordship to associate the members of the staff and your adv-
isers who have borne the brunt of the day. The outside world jud-
ges the work of this Conference by the amonnt of oratory thas has
flowed round this table, but the outside world does not know what
amount of thought and labour has been put into' the  various decisi-
ons that have been arrived at and the amount of labour involved in
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the Reports that have been prepared and prepared so skilfully and
with so much rapidity. . I would like, therefore, to express a
genuine sense -of admiration for the manner in which they have
worked with you,. o '

Mr. Jinnha: My Lord Chancellor; I should like to endorse
every word that has been said by Right Honourable Mr. Sastri and
Sir Tej Bahadur Sapru.- May I add one word more ? It is this.
I think we fully expected you, Sir, to discharge your duties impar
tially, justly and fearlessly, but what you have done is not merely
what was expected of you. You have made us all feel that you
have discharged your duty in that directiom. It is one thing for
the Chairman to be impartial, but it is another to make every
member of the Committee feel that yon have seted up to those
principles. You have upheld our rights and our privileges as
members of this Committee in a manner which I say no other
Chairman could possibly have done, in spite of all the trying situa-
tions that have arisen from time to time. I wholeheartedly congr-
atulate you that you have won the heart of every member of this
Committee. What may be the result of the work of this Committee
is another matter but you have discharged your duty magnificently.

Chsirman: Thank you very much, Mr. Jinnah.

H. H. The Nawab of Bhopal : We of the Indian States wish
o associate ourselves with every word that has just been said, and
we all join most sincerely in the vote of thanks that has been moved
to you, Lord Chancellor, and with the tribate that has been paid to
members of the staff.

Mrs. Subbarayan : I entirely associate myself with the warm
tribute paid by Mr: Sastri and Sir Tej Bahadur Sapru and others.
As a new member, a lay member, and a monority of one, I found
that your kindness and encouragement mitigated my terrors on
entering, an assembly of experts. Our deliberations have been
carried on. in an atmosphere of genuine. friendliness and sympathy
which have radiated from the Chair upon the Committee, and I am
sure we are all very grateful to you for all your kindness.
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Chairman: Your Highness, My Lords, Ladies and Gentle-
men, I am very touched-no one could help being touched-by your
very kind expressions of opinion, and the cordial way in which all of
you have received the too kind remarks made by the various
speskers. But I should first of all Tike to say how much I have
been helped in my labours by the dlstmgmshed civil servants who
have been here in daily attendance. T do not think it is any
secret—if it is a secret. it shall no longer be one—that since you
left these shores on the last occasion T have been presiding over'a
committee of civil servants, seven or eight ia number, who have
been discussing all the questions that we have discussed here. We
have often met as many as four times a week, and our mestings are
%o be counted not by the dozen but by the score; ‘sud memranda
have heen produced which are of the greatest possible assistance to
us all. I desire that those civil servants should have the chief
share iu any praise that may be mentioned.

As for myself, although the task may be a difficult one. espe-
cially when T have had to hurry you up, as happened uhis:week, it
‘has heen an exceedingly pleasant one, and I want te say this, first,
last and all the time, | am in favour of a Federal India. 1 am not
going to desert you, and I am going to take good care that nobody
does desert you, and I do not think anybody desires to do so. ‘In
my view a Federal India is not only possible, 1 think a Federal
India is probable. And the sooner we can satisfy your aspirations
the better for everybody. I am not going to say goedbye. I hope
I shall meot you again sorewhers, some day, and I hope at any
rate that I shall one of the first to be abls to congratulate Ind'a
upon having achieved what I know to be its ambition, and what I
kow will bring it peace and prosperity at the last. I shank you.
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FOURTH REPORT OF FEDERAL STRUCTURE COMMITTEE.

) 1. The Committee, when discussing the subjects covered by
this Reporﬁ, viz., Defence, external Relations, Financial Safeguards
and Commercial Discrimination, did not have the advantage of
héaring the views of the Muslim members of the British Indiun
Delegation who reserved their opinion on such questions until such
time as a satisfactory solution had been found of the problems which
confronted the Minorities Committee. Some other representatives
of minorities similarly reserved their opiuion.

Defence.

2. Our consideration of the question of Defence in its con-
stitutional aspect is based on the prineiple enunciated in the Defence
Sub-Committee at the last Session that ““The Defence of India must,
to an increasing extent, be the concern of the Indian people, and not
of the British Government alone”.

8. The view was strongly put forward by some members
that no true responsibility for its own government will be conferred
on India unless the subject of Defence ( involving, of course, the
control of the Army i Ind.a, including that of the Pritish troops )
is immediately placed in the hands of an Indian Ministry responsible
to an Indian Legislature, with any safeguards that can be shown to
be necessary.

4. The majority of the Committee are unable to share this
view. They consider that it is impossible to vest in an Indian
Legisluture during the pericd of transition the constitutional res-
ponsibility for controlling Defence, so long as burden of actuzl
responsibility cannot be simultaneously transferred.

5. The majority of the Committee therefore reaffirm the
conclusion reached in the Committee at the last Session that
* the assumption by India of all the powers and responsibility
which have hitherto rested on Parliament cannnt be made at one
Vide Page 485-491.
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step and that, during a period- of transtion, the Governor-General
shall be responsible for Defence,”* being assisted by a “Minister”
of his own choice responsible to him and not to the Legislature.

6. At the same time there is no disagreement with the view
that the Indian Legislature must be deeply concerned with many
aspects of Defence. It is urideniable that there can be no diminu-
tion of such opportunities as the present Legislature possesses of
discussing and through diseussion of inclading Defence adminis-
tration. While the size, composition and cost of the Army are
matters e-sentially for those on whom 1he responsibility rests and
their expert advisers, yet they are not questions on which there can
be no voicing of public opinion through constitutional channels.
The Legislature would thus continue to be brought in:o the counsels
of the Administration in the discussion of such outstanding pro-
blems as the carrying out of the policy of Indianisation. Further,
there must he correlation of military and civil administration where
the two spheres, as must sometimes inevitably be the case, are
found to overlap. In the latter connection the suggestion was
made that & bady should bs set up in India analogous to the Com-
mittee of Lparial Defence in Great Britain. Some members of
the Committee considered that even though responsibility for the
administration of the Army might remain, durivg a period of
trausition, with the Governor-General, the final voice on such
questions a3 the size, composition and cost of the Army should rest
with the Legislature.

7. To secure the measure of participation contemplated
under paragraph 6 by the majority of the Committee, various
suggostions were made the cardinal feature of which, in
almost all instances, was the precise position to be assigned
to the “Minister” appointed by the Governor-General to take
charge of the Defence portfolin. It was assumed that his functions
would roughly correspond to those of the Secretary «f State for
War iu the United Kingdom. Among the more important propo-
sals made wrre the following :—

® See paragraph 11 of the Second Report of the Feceral Structure Sub-Committee,



B-86

(I) The “Minister,” while primarily responsible to the
Governor-General, should, as regards certain aspects
only of Defence, be responsible to the Legislature.

(IT) The “Minister,” though responsible to the Governor-
Genetal, should be an Indian; and he might be chosen
from among the Members of the Legislature.

(III) The “Minister,” of the character contempluted in (II),
should be eonsidered to be a Member of the “responsible”
Ministry, participating in all their discussions, enjoying
joint responsibility with them, and in the event of a
def at in Legislature over a question” not relating to the
Army should resign with them though, of course, renwa-
ining eligible for immediate re-appointment by the
Governor-General

8. While some of these suggestions contain the germs of
possible I nes of development, it is impossible to escape from the
conclusion (a) that, so long as the Urvernor-General is responsible
for Defence, the ecoustitution mast provide that the Deferce
“Minister” should be appointed at the unfettered discretion of the
Governor-General and should be responsible to him alone, and (b)
that this “Mini-ter's” relations with the rest of the Ministry and with
the Legislatu e must be left to the evolution of political usage with-
in the framework of the constitution.

9. The view was put forward that, while supply for the
defence services should not be subject to the annual vote of
the Legiskture, agreement should be sought at the outsct on
a basic figure for such expenditure for a period of, say five years,
subject to joint review by the Legi lature and representatives of
the Crown at the end of such period, with special powers in the
Governor-General to incur expenditure in cases of emergencies.
The details of any such plan should receive further careful -exami-
pation.
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External Relations.

10. Very similar consideration to those governing the coii--
stitutional treatment of Defence apply in the case of the subject of
External Relations, and in general the views expressed by members
of the Commiittee on ghis subject followed closely their opinions
regarding the constitutional provisions in relation to Defence. In
particular the majority of the Committes reaffirm the view taken
in the Sccond Report of the sub-Committee (paragraph 11) thas
the Governor general should be responsible for External Relations.

11. There is, however, a difficulty in connection with
Extornal Relations which harlly aris's in the case Defence, viz,
that of defining the content of the subject The reserved subject
of External Relations would be confined primarily to the subject
of political relations with conntries external to India and relations
with the frontier tracts. Commercial, economic and other relations
would fall primarily within the purview of the Legislature and of
Ministers responsible thereto ; in so far, however, as questions of
the latter character might react on political questions, a special
responsibility will devolve upon the Governor-General to secure
that they are so handled as not to conflicv with his responsibility
for the control of external relations. There will accordingly be
need for close co-operation, by whatever means may prove through
experience most suitable for securing it, between the Miuister
holding the portfolio of * External Relations” and his eolleagues
the *‘responsible” Miuisters.

12. Some misunderstanding may have been caused by the
description, in paragraph 11 (ii) of the sub-Committee’s second
Report, of External Relations as including *‘ Relations with the
Indian States outside the Federal sphere™.  Asset out in the Prime
Miuister’s declaration at the close of the last Session, * The connec-
tion of the States with the Fedaration will remain subject to the
basic principle thai in regard to all matters no; ceded by them to
the Federation their relations will be with the Crown acting through
the agency of the Viceroy ™.
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Financial Safeguards.

18. In paragraph 11 of their Second Report the sub-
Committee in recording the gencral agreement. to which reference
has been made in an earlier paragraph of this Report, that the
assumption by India of all the powers and responsibility which
have hitherto rested on Parliament cannot !e made at one step,
recorded the consequential opinion that, during a period of transition
in certain situations which may arise outside the sphere of the
Reserved Subjects, the Governor-General must be at liberty to
act on his own responsibility, and must be given the powers neces-
sary to implement his decision. And in paragraph 14 and 18 to 20
of the same Report, they then proceeded to indicate in some detail
their view of shose situations in the financial sphere for which such
special provision would be necessary, The proposals in this connee-
tion were, in the view of the some members of the Committee,
based upon the following fundamental propositions :—

(1) That it is essential that the financial stability and credit
of India should be maintained ;

(2) That the financial credit of any country rests in the last
resort upon the confidence of the investor, actual and
potential

(3) That one result of the connection which has subsisted
between India and the United Kingdom has been that
her credit in the money markets of the world has hit-
herto been in practice closely bound up with British
credii; and

(4) That a change in her constitutional relations with the
United Kingdor which involved a sudden severance of
the financial link between the United Kingdom and
India would disturb confidence and so place the new
Indian Government and Legislature at a grave dis-
advantage,
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14. The proposals designed to avert such a situation have
been further discussed at the Committee’s present Session. While
some members consider that in present circumstances the proposals
in paragraphs 18 to 20 of the Second Report may not prove suffi-
cient, others have advanced the view that they erred on the side of
caution, and that since there was no ground for postulating impru-
dence on the part of the responsible Executive and Legislature
of the future, nothing further was required in order to ensure finan-
cial stability, in addition to the normal powers of veto which would
vest in the Governor-General, than the establishment, pending the
creation by the Indian Legislature of a Reserve Bank, of a Statutory
Advisory Couneil, so constituted as to reflect the bess finanecial opinion
of both India and London, which would be charged with the duty of
examining and advising upon monetary policy. (Some of those who
took this view were of opinion that it might not be netessary for the
Statutory Advisory Council to remain in existence after the Reserve
Bank has been established). It was, however, suggested by those
who held such views that it might be advisable to provide that in
the event of the rejection by the Legislature of the Government’s
proposals for the raising of revenue in any given year, the provision
made for the last financial year should continue automatically to
be operative.

Some members again, who Lad not participated in the Com-
mittee’s earlier discussions, went further in their objection to the
financial safeguards, and expressed themselves as unwilling to
contemplate any limitations upon the powers of an Indian Finance
Minister to administer his charge in full responsibility to the Legis-
lature, ¢n the ground that a constitution which did not concede
complete control of finance to the Legislature could not be described
as responsible government, and that derogation from complete
coutrol would hamper the Finance Minister in the discharge of
his duties.

15. The majority of the Conimittee adhere to the principles
enunciated in their previous Report. They feel strongly that if



B-90

the attitade of caution with which they approached this question
last January was justified as they are convinced by the con-
siderations stated in paragraph 13 of this Report that it
was the financial crisis which has since overwhelmed both
the United Kingdom and India in common with so many other
countrica has still further reinforced its mnecessity. They feel
further that in the conditions of complete uncertainty and in-
stability now so widely prevailing, it would serve uo useful
practical pirpose here and now meticulously to examine or to
attempt to decide upon the precise means to adopt to ensure
and comwmand confidence in the stability of the new order, and s
safe transition to it from the old. The majirity of the Com-
mittee therefore record it as their view that the conclusions reached
in the Comumittee’s Second Repors form an appropriate basis for
approach to the task of framing the eonstitutional definitions of the
powers and interplay in the sphere of finance of the various elements
which will compose the Federal Authority which they envisage,
and that it would be premature at this stage to attempt to elaborate
the applicatiom of these conclusions. While they are prepared 1o
explore more fully the suggestion of an Advisory Finance Couneil,
they canmot on the basis of the discussion that has taken place
commit themselves to the view that such a eouncil would adequately
secure the effective maintenance of confidence in the credit of India,
which must be the essential test of the measures necessary in the
sphere of finance.

Commercial Diserimination.

16. On this subject the committee are glad to be able to
record a substantial measure of agreement. They reeall that in
paragraph 22 of their Report at the lass Conference it was stated
there was general agreement that in matters of trade and commerce
the principle of equality of treatment ought to be established, and
that the Commistee of the whole Conference at their meeting on
January 19th, 1931, adopted the following paragraph as part of
the Report of the Minorities sub-Committee:—
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“At the instance of the British commercial community
the principle was generally agreed that shere should be
no diserimination hetween the rights of the British
mercantile ecommunity, firms and companies trading in
India, and the rights ot Indian born subjects and that
au appropriate Convention based on reciprocity should
be entered into for the purpose of regulating these
rights.”

More than one member in the course of the discussion
also reminded the Cummittee that the All-Parties Conference
in 1928 stated in their Report that “it is inconceivable that
there can be any discriminating legislation against any community
doing business lawfully in India.”

17. The Committee accept aud re-aflirm the principle that
equal rights and equal opportunities shouid be afforded to those law-
fully engaged in ecommerce and indvstry within she te ritory of the
Federation, and sush differences as have manifested themselves are
mainly (though not entirely) concerned with the limits within which
the principie should operate and the best method of giving effect
to it

Some, however, contend that the future Government should
not be burdened with any restriction save that no diserimination
should be made merely on the ground of race, colour or creed.

18. The Committee are of opinion that no subject of the
Jrown who may be ordinarily resident or carrying on trade or
bu<iness in British Iudia, should be subjected to any disability or
discrimination, legislative, or administrative, by reason of his race,
descent, roligion, or place of birth, in respect of taxation, the hol-
ding «f property, the carrying on of any profession. trade or business,
or in respect of residence or travel®. The expression “subject” must

® As regards the interp ion of this see the remarks of Sir P. 1hakur-
das and Lord Sankey in the Plenary Session of 28th November, 1931, on presentation of
the Repart.
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here be under stood as including firms, companies and corpora-
tions, carrying on business within the area of the Federation, as well
as private individuals, The Committee are also of opinion that,
mutatis mutandss, the principle should be made applicable in
respect of the same matters so far as they fall within the federal
sphere, in the case of Indian States which become members of the
Federation and the subjeets of those States.

The States representatives expressed themselves willing to
aceept this principle provided that those who claim equal rights
under it do not ask for discrimir ation in their favour in the matter
of jurisdiction and will submit thamselves to the jurisdiction of the
States,

19 It will be observed that the snggestion contained in the
preceding paragraph is not restricted to matters of Commercial
Diserimination only, nor to the European community as such. It
appears to the Committee that the question of Commercial Discrimi-
nation is only one aspeet, though a most importaut one, of a much
wider question, which affects the interests of all communities alike,
it due effect is to be given to the principle of equal rights and oppo-
rtunities for all.

20. More than one member of the Coun mistee expressed
anxiety lest a provision in ttie constitution on the above lines should
hamper the freedom of action of the future Indian Legislature in
promoting what it might regard as the legitimate economic interests
of India The Committee do not think that these fears are well-
founded Key industries can be protected and unfair competition
penalised without the use of discriminatory measures. The Commi-
ttee are, however, of opinion that it should be made clear that
where the Legislature has determined upon some system of bounties
or subsidies for the purpose of encouraging local industries, the right
to attach reasonable conditions to any such grant from public funds
is fully recogniscd, as it was rccognised in 1925 by the External
Capital Committee, and is recognised today by the practice of the
G vern ment of India itself. -
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21. It should however also be made clear that bounties or
subsides, if offered, would be available to all who were willing to
comply with such conditions as may be prescribed. The principle
should be a fair field and no favoar. Thus a good deal was said
in the course of the discussion of the need for enabling Indian
concerns to compete more effectively with larger and lJonger-
established businesses, usually under British management and
financied with British capital. Where the larger business makes
use of unfuir methods of competition, the general law should be
sufficient 10 deal with it ; but many members of the Committee
were impressed with the danger of admitting a claim to legislate,
not for the purpose of regulating unfair competion generally, but
of destroying in a particular case the competitive power of a large
industry in order to promote the interests of a smaller one.

A view was expressed by some members, with reference to
this and the preceding paragraph, that so far as the grant of
bounties and subsidies is concerned it must be within the competence

of the Legislature to confine them t> Indians or companies with
Indian capital.

The position of others was that set out at the end of
paragraph 17, :

02, With regard to method. it appears to the Com-
mittes that the constitution should contain a clause prohibiting
legislutive or administrative® discrimination in the matters set
out ahove and defining those persons and bodies to whom the
clause is to apply. A completely satisfactory clause would
n> doubt be difficult to frame, and the Committee have not
attompted the task themsclves. 'Lhey content themselves with
saying that (dlespite the contrary view expressed by the Statutory
Commission in paragraph 156 of their report) they see mo
reason to doubt that an experiencel Parliamentary draftsman
would be able to devise an adequate and workable formula

* Two members wounld not in¢lyde admini ive discrimination within the scope
of tp @ clause.
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which it would not be beyond the competence of & Court of Law to
interpret and make effeetive. With regard to the persons and bo-
dies to whom the clause will apply, it was suggested by some thai
the constitution should defiue those persons who are to be regarded
as “citizens” of the Federation, and that the clause should app'y to
the “citizens” as so defined; this indeed was a suggestion whi:h had
hieen made by the All-Parties Conference. There are however dis-
advantages in attempting to define the ambit of cconomic rights in
terms of a political definition, and a definition which included a
corporation or limited ¢ mpany in the expression * citizen > would
be in any event highly av:ificial. The Commi:tee are of opininn,
therefore, that the clause should itself describe those persons and
bodies to whom it i to be applicable on the lines of paragraph 18,
and that the question should not be eowplicated by definitions of
citizenship.

23 If the above proposals are adopted, discriminatory
legislation wonld be a matter for review by the Federal Court  To
Some extent this would alsp be true of adminstrative diserimination;
hut the real safeguard against the latter must be lovked for rather
in the grod faith and common sense of the different branches of the
executive government, reinforced, where necessary, hy the special
powers vested in the Governor-Genersl and the Provincial Gover-
nors. Iv is also plain that where the Governor-Geueral or a
Provincial Governor is satistied shat proposed legi-lation, tbough
possibly not on the fuce of it diseriminatory, vevertheless will be
discriminatory in fuct, he will be called upon, in virtue of his special
ob'igations in relation to minorities, to consider whether it is not
his dury to refuse his assent 10 the Bill or to reserve it for the signi-
ficat) v of His Majesty’s pleasure.

24. The question of persons and bodies in the United
Kingdom trading with India, hut veither resident nor posvessing
establishments there, requires rather diflerent treatuient. Such
persons and hodies clearly do not stand on the sume fuoting as those
with whom this Report has hitherto been dealing. Nevertheless,
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the Committee were generally of opinion that, subject to certain
reservations, they ought to be freely accorded. upon a basis of
reciprocity, the right to enter and trade with India. It will be for
the {future Indian Legislature to decide whether and to what extent
such rights should be accorded to others than individuals ordinarily
resident in the Uniied Kingdom or companies regisiered there,
subject of course to similar rights being accorded to residents in
India and to Indian companies. It is scarcely necessary to say that
nothing in this paragraph is intended to limit in any way the power
to impose duties upon imports into India, or otherwise io regulate
its foreign trade.

25. [t had been suggested at the last Conference, and the
suggestion was made again in the course of the discussion in the
Con mittee, that the above matters might be conveniently dealt
with by means of a Convention to be made between the two count-
ries, sotling out in greater detail than it was thought would be
possible in & clause in an Aet the various topics on which agreement
can be secured. The idea is an attractive one, Lut appears to
present certain practical difficulties. The Commitiee understand
that the intention of those who suggested it is that the Convention,
if made, should be scheduled 10 and become part of the Constitution
Act. It was however, pointed out that such a detailed Convention
would be more appropriately made between the United Kingdom
and the future Indian Governmeni when the latter was con-
stituted, and that, in any event, it seemed scarcely appropriate
in a Constitution Aet. On the other hand, the committee are of
apinion that au appropriately drafted clause might be included in
the Constitution itself, recognising the rights of persons and bodies
in the United Kigdom to enter and trade with India on terms no
less favourable than those on which persons and bodies in India
enter and trade with the United Kingdom.

26. In conclusion, there was general agreement ( subject to
the view of certain members, cet out at the end of paragraph 17 )
to the proposal that property rights should be guarantced in the
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constitution, and that provision should be made whereby no person
can be deprived of his property, save by due process of law and for
public purposes, and then only on payment of fair and just com-
pensation to be assessed by a Judicial Tribunal. In the case of
States, this principle may need some modification to avoid eonflict
with their internal rights, A provision of the kind contemplated
appears to the Committee to be a necessary complement of the
earlier part of this Report. Such a formula finds a place in many
constitutions, and the form used in the Polish Constitution seemed
to the Committee to be specially worthy of consideration.

Signed, on behalf of the Committee,
SANKEY.

St. James’s Palace, London.
27th November, 1931.



APPENDIX “C(1)".
SeeecH oF MR. Jamar MoroMep SamB ar—

Plenary Session, on 30th November 1481,

Mr. Jamal Mohomed :—1 ask for indulgence as one of the
latest nominees to this Conference and as one who had not the pri-
vilege of serving on any of the Committees. T take it, Sir, that we
have been invited to come here for the consideration and construc-
tion of the future constitution of New India, if I may say so, in all
its aspects as laid down by the Prime Minister in his speech of
January last, when he eclosed the first Session of this Conference.
That speech put a new faith into some of us in India, and we took
it that this time the British Government and the British Parlia-
ment m-ant business. If you do not mind my saying so, Sir, some
who were rather disinelined to attend the'first Covference took the
eatliest opportunity to come here when invitations were extended
to them for the second Session. What was the main idea of the
Round Table Conference? The ides was that both Indian and Bri-
tish Delegates should discuss and thrash out among other things
the constitution of an all India Federation, the main feature of
which would be responsibility at the Centre, with safeguards in the
interests of India, to enable the British Cabinet, of which the Prime
Minister was and is the trusted and respected head, to put through
Parliament the necessary Bill at the earliest opportunity to give
effect to the solemn pledges given by two England’s great and
farsceing statesmen on behalf of its Government and people - a
people deservedly famous for their love of liberty and champion-
ing of the weak. I refer to the Prime Minister as well as to Lord
Trwin, the great ex-Viceroy who represented His Gracious Majesty
our Sovereign King-Emperor. Not only members of the British
India delegation with almost one voice advocated, pleaded, and
supported this all-India Federation idea, but it had also been affir-
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med and re-affirmed by that wise and patriotic <on of India, His
Highness the Nawab of Blopal, the Chancellor of the Princes’
Chamber, and by the admirable speech of Sir Manubhai Mehta,
the representative of the other great and noble Prince, His Highness
the Maharaja of Bikaner.

May I submit to you, with all humility but with all the em-
phasis I can edmmand, that India and its people-the Agricultural,
Commercial, Indussrial and Labour Classes of India —will not be
satisfied with anything less than the granting of responsibility at
the Centre simnlianeously with Provincial autonomy. Both of these
should be started together and by the same Bill,

When you thus satisfy the legitimate desire and aspirations
of a great people—in the inculeating of which your own people
played no mean part, you will at the same time also be putting,
once for all, an end to the deplorable but wide - spread discontent
and unrest in the country. The lasting gratitude and goodwill of a
grateful penple thus earned is worth something indeed.

Let it also be remembered that India has a large and rapid-
ly growing population, and that it is a country rich with natural
resources scarcely yet tapped and developed, but in the utilisation
and development of which your assistance, mertal and material,
will be much sought after. May I venture to suggest to you there-
fore with all humility, that it may be worth your while to secure
and cultivate the goodwill of this India of the future. -

Sir, I will just say a few words, with due apologies to the
Prime Minister, about the safeguards before I close as some at least
of those sitting round this table seem to be unduly worrying them-
selves about them. My Lord, I know that the Prime Minister
heartily detests and dislikes that word, and as he has rightly in-
terpreted, it is an ugly word to us, naturally rousing great suspi-
cions in our hearts by its past associations, However, I cannot help
slightly touching upon them, if for no other reason at least because
of the fact that they had been looming rather too largely in the
deliberations of the Committee.
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Fveryone of the Indian Delegation has assured you in the
plainest language possible that in India, noted for its tolerant sp'rit,
there shall be po discrimination against race, creed or colour. All
that is meant is that India, like other countrics, shculd have
certain reserve powers for use in case of need, and only then, aud
not otherwise. Perhaps my countrymen are a bit over-anxious
about these reserve powers  But I heg to point out that they have
gome justification for this anxiety by their unbappy experiences
when they stepped into such ventures as shipping, insurance, ete.
If at least in the future the vast resources and organisations of the
non-national concerns are not brought to bear to throttle and kill
the small ventures of Indians in their own country, I do not sce
why any one should fight shy of these reserve powers, which every
Siate possesses, implied or declared. We do not want to injure
even a fo-eigner in our country, and that being so why should there
be any doubt or distrust of us in the mind of the Britisher who has
done something for us, to awaken us from our long slumber, and
with whom we have, and God Almighty willing we will eoutinue

to have, 50 many ties ¢rmwnon to us sl as members of the British
Commonwealth of Nations.

The question of the security or right of property has also
been raised in the discussions. We Indians have also properties of
our own. My lord, will you allow me to say it, that we know it
only too well that the security of property is the very foundation of
ordered soviety, and that npo unation can go forward in its onward

march if the spirit of venture aud endeavour is sapped at the very
basis.

As regards finarcial safeguards, all puiticularly agricultural,
industrial and commervial classes, are united and insistent on hav-
ing no safeguards whatever in this respect. We want absolute and
full financial control. In the discussions of the Federal Structure
Committee it was stated that there should be safeguards with a
view to helping India in its borrowings. They referred to credit,
confidence and that sort of thing in this connection.  Well they
would like us to believe that we would be in a bad position with
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regard to borrowing. Really there should be more confidence in
the investing public when India herself guaiantees such loans.
After all the Sccretary of State is ouly an agent. When you have
the principal herself standing for it, why should you not trust her ?

What about your lending out money even to the small un-
stable republics in South America. Will you not then trust us, a
nation of threc hundred and fifty millions with vast resources, a
people of honour, and, moreover partly trained by yourseives ?

Again, let me remird you, My Lord, that our national debts
were not so heavy before the Great War ; they were comparatively
smaller; bat since then it has asccumulated. That is more due to
the wrong currency and exchange policy of the Goverment. And,
further, we feel that in the future we may not be requiring so much
help from others. Even if we do require help, I think India and its
people are quite good enough as securities. Then something was
said about funds not being made sufliciently available for defence.
Well, 1 would just like to say a few words on that. We thould be
fools if we kept cur country undefended. We are more coucerned
in the defence of nur country because we are more directly interested
and we would be the first to suffer.  After all, you are six thousand
miles away, well-defended by your mighty Navy. If there is any
attack on us from outside, we shall be the first to suffer, and you
may take it that we would take pretty gond care to keep ourselves
well defended

Then it was also said that funds may not be available to
maintaiv sufficient troops, for internal troubles. Well, we may
have little quarrels now and then, just as in any other country or in
any other crmmunity. There is some difference of opinion or quar-
rel ; that may Le so even among brothers.  We may be quarrelling
to-day, and tomorrow we may he all right. However, let me point,
out to you, Sir, that between ourselves we have more in common
than there could be between Indians and the outside world, aund if
our own people suffer, we are likely to feel it much more than any-
body outside. *



B C-5

My Lozd, in this conrection I would like to point eut, that
for centuries: we were living in amity. It passes my comprehen-
sion why these troubles and quarrels should have developed only
within the. last few yenrs; and evennow these eommunal gnatrels
are ruther uncommon in Indisn States. [ know recently there
had heen cne or two little quarrels in Mysore and Kashmir; but,
generally, it is not to be found in the Indien States. Moreover,
there are many who feel that it is artificial and due to some mis-
chief makers or notoriety-seekers. '

It may be urged that Indians have not enough experience
and skill as financiers. In view of the manner in which Indian
finanees have beer managed within the last few years, it s surpris-
ing that anybody should be bold enough to say that Indian finan-
ciers would' do wer«e than British financiers or experts sent out to
India.

Then there was some talk in the discussions about reserved
powers as regards Currency and Excharge. It is a ve:y bitter sub-
jeet and vhe less said ahnut it the better, because if, during the past
few years anything did more to estrange, embitter and rouse the
people in the country, it is this policy of the Government. That
being so, the less said about it the better. Since the War, the
polioy of the Government, so far as exchange and currency are
concerned, has been the, worst that could be imagined; and, apart
from the fact they commit serious blunders, the most unfortunate
purt of i is that they will not correct themselves in time. They
will not listen to the appeals and pleading of the people; they mere
ly say, *“We have no open mind in the watter, we are going to
use all the resnu:ces at our con mand to maintain the decisions we
have already made.”

Even recently, what happened? In spite of the fact that the
whole couniry disapproved of the policy, and the Assembly record-
ed its vote aainst it unanimously, as far as the now-officials were
concerned, and even the Government of India, evidently getting
tired of their old ratio policy wanted to get out of it, the Secretary
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of State, a gentleman by the way, who had newly come to his office,
sitting here six thousands miles away — I do not want to attack
him personally, it is the system I am talking about— dictates a
certain policy and imposes it against the will of the people and the
Assembly, and even of your own agents on the spot. That has
given enough proof, if proof were needed, why there should be no
such safeguards so far as exchange and currency are concerned.
In fact, it is the best proof why that system should be done away
with forthwith.

Then, My Lord, there is also the question of certification.
There is no doubt that India is very poor, semi-starving, and
heavily taxed. And there is world depression and our revenues are
falling. What is being done? The very revenue-yielding depart-
ments — commerce, industry and agriculture — are being more
and more taxed, with the result that they yield progressively less
and less revenues, and the Government will not retrench adequately
in either their civil or their military expenditure.

So far as the military safeguards are concerped, we may be
a little nervous about them. Though it may be a question of de-
fence. it also means taxation, and in the case of the last Budget,
against the twice recorded vote of the Assembly Certification was
resorted to, simply for a crore of rupees.

Uuder these circumstances, it is no wonder that we are
rather mervous about these eafeguards which are so mueh thought
of here.
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My Lord, I represent in this Conference along with my
two Colleagues, Sir Purshotamdas Thakurdas and Mr. Jamal
Muhammad, Indian commenrce, trade and industries.

Sir, the Federation of Indian Chambers of Commerce and
Industry which I have the honour to represent here, is an organisa-
tion to which nearly forty-five commercial bodies from all parts of
India are affiliated. We have got the entire coal trade affiliated in
our Federation. We have got the entire Indian insurance busi-
ness affiliated to our Federation. "We have got the entire shipping
trade so far as it is in the hands of Indians, affiliated to oor Fede-
ration. The tea trade, so far as it is in the hands of Indians, is
affiliated to ns. The Abmedabad Cotton Mills, The Punjab Cotton
Mills, The Bengal Cotion Mills, and a good many of the Bombay
Cotton Miils are affiliated to the Federation. The same is true
of the Indian Jute trade, the bullion trade, and Indian Bauking.
Perhaps, besides the Congress Delegation, ours is the only Delega-

" tion which is properly elected by the representative bodies and who
have come here with a certain mandate. The views, therefore,
which I may express here, may be taken as the views of the Indian
mercantile community.

Sir, at the conclusion of the last Round Table Conferente,
when the Premier made his famous declaration, we had the privi-
lege to consider it and at vthat time we felt that the responsibility
at the Centre, as enunciated at the last Round Table Conference,
was hedged in by so many considerations, so many reservations and
safeguards that it would not lead us to the goal which we had in
view. Frankly speaking Sir, we were not at all satisfied with the
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Statément which the Premier made at the conclusion of the last
Round Table Conference. But our misgivings were very much
allayed when the famous Pact was' concluded between Mahatma
Gandhi and Lord Irwin, and it was definitely made clear that all
the safegnards and reservations were to be in the interests of
India. Having this prospect before us we came here with reasona-
ble hopes of finding a satisfactory solution of the constitutional pro-
blem. We came here with the determination to do our best; we
came here if necessary to make compromises, and to reconcile our
conflicting views. We have been working here for the last nine
weeks, and it is time that we should frankly state what we feel
about our deliberations so far.

If I may say so frankly, we are not at all satisfied with what
has taken place here. It has been stated by some of my colleagues
here that the Round Table Conference has been a success. I should
not be fair to myself and my colleagues if I did not say that we do
nut take the same optimistic view of our deliberations. Let me put
. before you, Sir, in a few words what we feel. For the firsi six
weeks we had no discassion on the essentials, We came here to
discuss the reservations and such safeguards as may be demons-
trated to be in the interest of India; and for six weeks we did mot
have a whisper of discussion on the safeguards. Then we had
some half-hearted discussion, and, if I may put it so the net resuls
has been that, far from making any advance on the conclusions
arrived at the last Round Table Conference, we have receded to the
region of the Simon Repors or the Government of India Despalech.
After all, we have to judge of our suceess or failure from the reports
which have been presented to this Conference, and I submit that
the reports do not warrant any optimistic view.

I will confess that so far as the questions of military and ex-
ternal relations are concerned, I do not propose to touch them be-
cause they are beyond me; but if I may briefly analyse the reports-
particularly the report dealing with financial safeguards, I may say
that there is not a shadow of control proposed to be given to the
future Indian Government in the sphere of Finaunce. Sir, let me
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briefly put before you s picture of the present Finance' Department
of the' Government of India. 'What is it that the Finance Depart-
ment st present does? It eontrols the currency and exchange, and
it alsd controls the revenue and expenditure of the Government,
The Budget of the Government of India, excluding Railway finance,
amounts o nearly 90 crores. Now let us analyse it and see what
amount of wcontrol, if any, we are getting on the finance of India.
I would start first of all with the Reserve Bank and the control of
currency - and exchange; but before I do so I may also point ous
that there is anosher deparsment of the Government of India which
iy called the Commerce Department and which controls the Indian
railways, The Budget of the Indian Railways amounts to nearly
40 crores, )

Mr. Josh_i: 100 Crores.

" Mr. Birla:. I mean the net budget, I am not talking of the
gross budget, It ie 40 crores. Now, Sir, that is a very important
depariment; and when we talk of financial control with safegunards,
the natural inference which one is to draw is that the Commerce
Department. will be transferred to popular control without; any safe-
guards; but I.doubt whether that is so. We have not at any
length discussed the position of the Indian Railways, but a small
paragraph has been put in on psge 19 of the Federal Structure
Committee's Report of the last Round Table Conference where it is
stated that **in this connection the sub-committee took notice of the
proposal that a statutory railway authority should be established,
and are of opinion that this should be done if after expert examina-
tion this course seems to be desirable.” Nothing is mentioned ss to
whether this Statutory Board is to be constituted by the Federal
Legislature or by any other authority. Nothing has been men-
tioned as to who is going to control the fature poliey of the pro-
posed Statutory Board. This is 'a very important department, sud
I regret ‘to mote that, in' spite of the fact that the matter was
brought to the notice of the Lord Chancellor by my oolleague, Sir
Purshotamdas Thakurdas, in the Federal Structure Committee, bo
Botice was taken of it, and a department which has control of 40
orores (net), or of about 100 crores (gross), has still been left an-
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touched, with its functions and policy -nndefined. Therefore, 1
cannot say whether it is the desire of this Conference that this
department should be entirely put under the control of the popular
minister, or, if there are going to be certain reservations even in
regard to this department.

Coming to the Finance Department as it is constituted as
such; let us see, Sir, what reservations or safeguards have-been pro-
posed. I will take first of all the question of currency and exzchange.
It is proposed that a Reserve Bank should be established to control
day-to-day transactions so far as they concern curreney and exchange,
but, as regards the power of amending the Indian Currency Aect, it
is still proposed that the matter shonld be lef; with the Governor-
General. I. will read this paragraph:—

“ With the same object again provision should be made
requiring the Governor-General's previous sanction to .the introduc-
tion of & bill to amend the Paper Currency and Coinage Act, on the
lines of section 67 of the Government of India Act.""

Thus so far as currency and exchange are concerned, they
are not to be entirely transferred to popular control. The Reserve
Bank would be there and it would be creation of the Federal Legis
lature, but the fundameatal powers so far as the question of policy of
exchange is concerned will still rest with the Governor-General,

Then, Sir, we come to the gemeral budget, that is, the
revenue and expenditure, which, as I said, amounts to 90 crores.
Well, the finance of the army, it is proposed, should be controlled
by thé Crown, and that takes away 47 crores. Then there is the
question of debt services, and that amounts to 15 crores and is
again to be reserved to the Crown. Then there is the question
of pensions and other things amounting to 10 ecrores, and that
again ig reserved for the Crown. Out of a budget of 90 crores,
72 crores or even more is to be reserved to the Crown. Out of the
total functions of the Finance Department, currency and exchange
is to be controlled by the Governor-General. Out of a budget of
90 crores, 72 crores are to be controlled by the Governor-General.
May I ask, Sir, what is left after that?
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I 'was not at all surprised when I found that wide powers
were proposed to be given to the Governor-General, the powers
with regard to intervention in budgetary arrangemerts given in
paragraph 18 and certain powers given in paragraph 14; because,
when yon mortgage 80 percent of your revenue, yon must give
powers of that sort. When my esteemed friend Sir Tej Bahadur
Sapru, was joining issue with Lord Reading on the question of
certification, 1 could not help feeling that he was not looking at
the facts aquarely; I felt that Lord Reading was more logical; be-
cause, if you hand over 80 percent. of your revenues to the Crown,
how could you insist that safegnards should be less sigid ? I main-
tain, Sir, that as long as 80 per cent. of our revenue is mortgaged
there is no way of avoiding these safeguards. Therefore the finan-
cial control could never be effective whether it is today or twenty
years hence or even hundred years hence so long as this position is
maintained. I maintain that until you reduce this mortgage the
financial control will never be effective. If we want to have control
over our finances let us first of all deal with the basis on which these
safeguards are built. Let us reduce the mortyage first and then
discuss safe-guards. Safeguards then probably would be tolerable
even if they are rigid, but as the position stands at present, and
with the proposals before us of reserving 70 crores out of 90 crores
to the Crown, I say that even if the safeguards are relaxed it is
nut poasible to get any effective control over finance. We must see
things as they are and not deceive ourselves into thinking that by
oreating an Advisory Council here or by doing some thing else there
we are going to get anything of the kind we desire. Therefore let
us first of all see whether we can or cannot reduce the mortgage.

I maintain that with sincerity and good will it is possible to
reduce these heavy charges. I as briefly as possible, Sir, propose to
lay before you how it is possible. It is possible as I have said only
if there is good-will, if there is genuine desire to come to some
honoursble settlement. If there is uo desire and no good-will then
the task becomes impossible. But in any case I think it my duty to
lay before you my views in this connection,
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Let us take first of all our military charges. In 1913 they
amounted to 33 crores. They went up to 59 crores and now they
are about 47 crores. The Simon Commission stated that comparing
the figures of 1913 with those of 1928 the increase was 100
per cent. Military expenditure in India in 1928 as compared
with 1913 registered an increase of something like 100 per cent.
Now Sir, what has heen the increase in other countries. These are
noi my figures. The figures have been compiled by the Simon
Commission and I am only quoting them. In the Dominions the
increase was only 83 per cent. In Great Britain the increase has
been 48 percent. Would you not admit, Sir, that this increase is
simply monstrous ? What is the reason for this increass? Prices
have not risen since 1913. We have come back to the same level.
It is quite correct that there was an increase in prices in the inter-
im period but now the level is more or less the same as in 1913.
No one can suggest that the danger to the peace of India has been in
any way aggravated since 1913. I should say that with the inven-
tion of new weapons, with aerial warfare, with the growing
mechanisation of the army, military expenditure should have gone
down. It is impossible for any one to maintain that such an in-
crease is at all justified.

I am a layman and cannot analyse in detail where the army
expenditure should be reduced but as a layman and a man with'
common-sense I ean at least say this much that there is ne
justification for any increase above the figure at which it stood
in 1913, which was 33 crores. I say, Sir, that with genuine desire
and goodwill it is possible to bring down the army expenditure at
least to the level of 1913. Then, Sir, the Simon Commission said
that it is not fair that all the military expenditure should be charg-
ed to the Indian revenues. I agrea. I wish, Sir, that, the Prime
Minister kad been in the Chair just. now because this was his opinion
also. In fact he went to the length of saying that 90 per cani. of
the Indian Military expenditure should be charged to the Imperiak
revenues. I would be a little modest. He said 90 per cent. and I
will be satisfied with less, but [ think no one can resist the propesi-
tion that a substantial portion of our military charges. ara for Impa-~
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rial purposes and should not be debited to the Indian. revenue.
Now, Sir, I think all will agree thas it is possible to bring down the
military expenditure to 2 much lower level. That is one item over
which 1 think we ought to have substantial agreement. It is
in the interest of England, it is in the interest of India that we
must economise in that direction.

Coming to the next item, namely, of debt service, I need
not assure you, because the Congress has already assured all, that
it is not the intension of any one to escape one single farthing of
our just obligations, but there are elaims which I maintain ought to
he examined. The Congress has issued a Report, and I know that
some of you may simply laugh and say that this is a ridiculous
claim which could never be entertained, but I maintain that some
of the claims shat have been made by the Congress could be justi-
fied, at any rate. Any impartial observer would come only to one
conclusion, that there are a number of items which should never
have been debited to the Indian revenue: expenditure on account of
the Egytian War, expenditure on acenunt of the Sudan War, expen-
diture on asoount of the Abyssiniwn War. May [ ask what India
had 10 do with all these wars? Is it not fair that we should examine
our ohligations and gee whether some of the Items which were de-
bited to the Indian R iverue should not now be debited to the Bri-
tish Revanue? Then, again, if it is contended, as it has been even
by the Simon Commission that & portion of the military expendi-
ture should in future be charged to the Imperial revenue, may I
ask: what about the past? It is all right to say that adjustment
should be made in future, but [ say, what ahout the past? It is
only a question of principle. If in the past the total expenditure
has been charged to the Indian oxchequer and if it is proved thas
a portion in future should be debited to the British revenue there
is no reason why we should not adjust also our past accounts I am
sure there is a very strong ease for the investigation of our liabiliti-
ey, and if our liabilities were examined by any impartial tribunal-
I dv not mean the League of Nations - I say if our liahilities were
esamined by any impartial tribunal composed of Englishmen and
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Indians they could come only to one conclusion: that India has
been treated unjustly and that a large amount should never have
been charged to the Indian revenues, and that now there should be
an equitable adjustment of India’s burden.

If, Sir, we attacked only these two items we could make a
substantial reduction. Then, if we could so reduce our mortgage,
probably the safeguards would be tolerable. Probably you would
not insist on safeguards of the kind on which you are insisting at
present, because then the percentage which is now 80 would go
down ; it may be below 50, it may go down even to 40, and there-
fore you must not be insisting on the same rigidity as you are
insisting on today. I again suggest, Sir, that if we are to insist on
complete financial control, whether -today or twenty years hence,
you will have to face this problem ; you will have to reduce these
mortgages. Until then it is not possible to have effective control.

Now, Sir, let us consider this question from another angle.
What is the implication of an 80 per cent mortgage? We Indians
have maintained all along that the Indian administration is a most
costly administration. It may be very efficient. All the same it
cannot be denied that i5 is a very costly administration. Now
supposing the future Finance Minister, with, the approval of his
Cabicet, decided that economies should be made in certain respects,
where is he going to make those economies? Out of 90 crores, 72
crores is already reserved to the Governor-General which the
Finance Minister caunot touch, which he should not touch. There
are only 20 crores left. 'What economies is he going to effoct in 20
crores? He may effect paltry economies here and there but he
cannot make any substantial economy. And, over, and above that,
he must have money for future developments in India. Where is
he going to find the money ? You are putting a sort of permanent
seal on the extravagance of the past administration. He cannot
touch your 70 crores ; he must impose new taxation ; and how is
be going to find new taxation? He must be faced with a deficit
budget every year. Do you think this is the kind of financial
control which we want? It is something like having possession of
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the Treasury vaults without its contents. Ido not think any
self-respecting Finance Member could earry on with all these rigid
safeguards and will care to accept office with a stipulation that 72
crores every year, without questioning the justification, shall be
handed over to the Governor.

Sir, much has been said about satisfying the City financiers.
Speaker after speaker got up and talked of our sterling debts, as if
all our liabilites confined to them. I was a liftle paived when
I heard my esteemed friend Sir Padamji Ginwala get up and say
that his peace of mind would not be disturbed even if he found the
mortgagee in possession. In fact I was very much pained to hear
that. We all take it for granted that we have to satisfy only the
City financiers; but we forget that half of the Indian liabilities have
been provided by the Indian investor.

Sir P. Ginwala: T am sorry to interrupt my friend, but I
made no distinction between sterling and rupee debts at all,

Mr. Birla: Well, Sir he said even if he found the mortgagee
in possession—

Sir P. Ginwala: The legal position was such. I did not say
he was in possession—

Mr. Birla: I am coming to that. He said that even if he
found the mortgages in possession-—

Sir. P. Ginwala: No, not the mortgagee in possession-even if
the legal position was that the mortgagee was in possession.

Mr. Birla: Who is the mortgagee? Isit the City Financier
alone?

Sir P. Ginwala: No; I did not say that.

Mr. Birla: It is not the City financier alone. Well, it is if
also the Indian investor, may I ask if the Indian investors have
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sént their representatives here to ask for these safegnards? For
whose benefit are we providing these safeguards? Satisfy the City
financier by all means; I am prepared to satisfy him; but I would
issue a warning to my friends not to run too much after the City
finaneier, trying to woo him, because you have not only to satisfy
him, but, more than that you have to satisfy your Indian investors;
and if you mortgage 80 per cent. of your revenues the Indian in-
vestor is not going to be satisfied with that sort of finapee. He
dose not want that sort of safeguard. In whose interest are you
g>ing to mortgage 80 per cent. of our revenue? Surely not in the
interest of the Indian investor.

I therefore maintain, Sir, that you may satisfy the City
financiers, bat do not ignare the Indian Investor, because if you lose
his confidence you cannot maintain the credit of the Indian Govern-
ment even for one day. This Government could not do it and
your Government shall not doit. It is impossible for any
Government to maintein the eredit of India without inspiring con-
fidence in the Indian invester. Who is going to provide money for
all the new developments ? Certainly not the City financiers.
It is the Indian investor who is going to provide the money, and
you should do nothing which may lnse you his confidence.

Did the Argentine or America, when they borrowed money
from London, provide any safeguards in their constitutions ?  Why
should the City financiers ask for constitutional safeguards from
us? After all, we have been with them and we want to be with.
them as sheir partners. The Argentine is mnot your partner;
America is not your partner. Still America borrowed a large
amount of money before the War, and they never provided any
safeguards of the kind which you are providing in our constitution.
They did not provide anything of the kind in their constitution.
Thercfore I issue & warning that you should not ignore the Indian
investor, And I want to make it clear that the Indian investor
does not want these safeguards, he detests these safeguards, because
these safeguards which are proposed are not in his interest; they are
in the interest of the City financiers. . He knows very well thas if 80
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pércent of the revenue is mortgaged to London to the Governor-
Gieneral then his position is simply jeopardised. His position is
not at all secure. And therefore, we strongly oppose these safe-
guards.

It may be asked whether it is possible to prepare a workable
scheme and to that I would .answer that it is. I said at the
beginning that it was possible to prepare a workable scheme
provided there is gnadwill, shere is sincerity, and there is a genunine
desire to come to some eort of amicable settlement; but, Sir, I
very much regret to have to confess that that. atmosphere is totally
lacking at present here.

The last Report by the Federal Stracture Committee on
safeguards is worse than it was last year. It has been decided
that you cammot define financial safeguards at present. The
shadow of eontrul which the last Round Table Conference proposed
to give has been obliterated and indeed wiped out of existence.
I maintain, therefore, that it does not look at present as if there
was a genuine desire to come to an amicable agreement. We
have been talking of safeguards and that sort of thing so far
simply to waste our time. If there was a genuine desire to do so,
I maintain it is possible to arrive at an amicable solution; but,
whatever may be said, whatever protests may be made from the
Government benches, the fact remains that if the mandate * Wind
up the Conference and send Gandhi back” has not been obeyed in
letter, at least it has been obeyed in spirit. Tomorrow may show a
change of heart, but up to this time I confess frankly that I do not
see any genuine desire to come to any workable agreement.

You mny, if you like, Sir, blame us for not having arrived
ab a communa!l settlement. I deplore the fact and I oonfess our
failure. If you like you may exploit it, but may I put this point
to yon. Have you perfect unanimity in your own country * Have
you settled your minority problem? Are yon all mnited on the
question of tariffs and many other problems? Certainly not
Why then should you exaggerate our disanity? There are
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reasons for this disunity, and I hope we shall be able to come to
some agreement among curselves ; but I would warn you not to
exaggerate it and not to take advantage of it.

The Conference may be wound up and Mahatma  Gandhi
may be sent back, but, may I ask, what next? Have you
got any programme ? People here swear by law and order, and I
should like to say, 8ir, that we business men too, are equally for
law and order. It is under law and order that business men
thrive. Disturbance, discontent and anarchy do mno good to any
one, certainly not to Lusiness men.

The difference, however, between us and those reactionaries
who have been crying hoarse for law and order and who have been
swearing by strong government is this, that while we really want
law and order in India the reactionaries here are actually driving
the country towards disorder, strife and anarchy. They are not
leading the country tcwards law and order. We were sermonized
on the efficacy of persuasion and reason. It was said that the policy
of the Congress was a policy of négation, a policy of destruction, a
sterile policy. What have you proved? We have been discussing,
reasoning and trying to persnade you for the last nine weeks. What
is the resuli? We are nowhere. Has it not been proved by your
actions that the policy of persuasion and of reason has failed?

I am sorry to have to say that, but, as a simple-minded
man, I cannot draw any other inference. You have said in so
many words that the policy of persuasion has failed, and what is
it that you are doing? You are challenging the Congress to start
the civil disobedience movement again. In whose interest do you
want to head the country towards disorder and strife? Surely not
i the interest of India; surely not in the interest of England. I
feel puzzled because what are the implications of the civil disobe-
dience movement? I do not want to frighten. I have no desire to
do g0 but as a business man I think, Sir, it is my duty that I should
lay these facts before you. Now, what are the implications of the
Civil disobedience movement, the no-tax campaign. As a result of
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it the land revenue constituling an item of 85 crores, suffers.
Excise goes down. That constitutes an item of 20 crores. Business
suffers and the result is that the income-tax goes down. Boycots
foreign goods and Customs decline. The breaking of the salt laws
means that the salt revenue goes down. The result is that there
is again a deficit in the budgets, Central and Provincial. You have
been emphasising the importance of the credis of India. What
bappens to the credit of Indix and how are you going to balance the
budget? Not through new taxes because no source of taxation bas
been left untouched. Not through borrowing because when a
country is in & disturbed condition no investor, whether he be an
Englishman or an Indian, cares to invest his money in Government
securities. The result is that you must be prepared to remit money
from England to govern the country. I put thisquestion: In whose
interests is this all going to happen ! Ts it going to do any good
to your trade in India, any good to your industries, any good to
your sterling ? Whom is it going to benefit ? I ask the question
and I feel puzzled. The other day a friend of mine paid English-
men the compliment of being a nation of shopkeepers. It was a
compliment. When I see a nation of shopkeepers,—I am using
that phrase in & complimentary sense-when I see men of common-
sense, business men ready to remit money simply to govern a
country which could be governed in other ways, better, cheaper and
really satisfactorily, I do not understand for whose benefit it is all
happening. There is the other side of the picture. Lord, then
Mr-Snowden once rightly remarked that if you increased the pur-
chasing power of each person in India by a farthing per day, there
would be an increase in your trade of 60 million pounds per annum.
Those are the two pictures. Why should we not choose the better
of the two? Why cannot we come to some sort of honourable
settlement by which we can have peace and prosperity in the
country ? Law and order [ certainly waut, but I say that law
and order cannot be maintained unless the country is governed
with the consent of the people.

No Government can be strong enough to govern a country
without its consent. Therefore I maintain that if you desire
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law and order the condition is that you must govern us with
the consent of the people or the people must govern themselves
and be your friends and your partners. I warn you again that
you will be making the greatest mistake of your life if you do
not take the opportunity of coming to a friendly settlement.
An English friend of mine said the other day “Fellows, you made
the greatest mistake of your lives in not coming to the Round Ta-
ble Conference in 1930, when the Labour Government was in
power and the Government was very sympathetic.” I do not know
whether there is any truth or not in that statement but I say it is
truth that it would be the greatest mistake of your lives if you do
not take the opportunity of coming to terms with India. I know
the youth of my country. It is quite possible that a few years hence
you will not have to deal with men like Mr Gandhi who has prov-
ed in many respects a greater Conservative than many of you, you
may not have to deal with Princes, you may not have to deal with
capitalists like myself, you may have to deal with new men, hew
conditions, new ideas, and new ambitions. Beware of that.

There are two clear paths, one of them will lead to ruin,
destruction, strife and anarchy; another to peace, contentment and
prosperity. Which will England choose? I hope, sir, that the
statemanship of England will rise to the <pccasion and choose the
path of goodwill, contentment, peace and prosperity.
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SpeecH oF SIR, PursroraMpas TeakurDas, Krt.,
AT

Ple'mry Sesston, 30th November 1981,

Sir Purshotamdas Thakurdas: My Lord, I should not
have thought it necessary to overburden the already heavy list of
speakers which is in your hands if I had not thought it my duty to
put before the full Conference two points which I think require to
be considered by the Conference as a whole. I do not wish to refer
at all to the necessity of the Governmeut decision, which we will
hear tomorrow, not being restricted only to the introduction of
Provincial autonomy but also giving us fair aud reasonable scope in
connection with Central responsibility.

I wish to restrict myself today, Sir, to a more immediale
purpose, the purposc being the problem which faces India in com-
mon with the rest of the world asa result of what has been
called the *“econotnic blizzard” which has been blowing all over the
world. May 1 venture to ask what it is that this Government
proposes to do in connection with saving India from the worse
effects of this * economic blizzard”? Ever since I came here,
I have heen greaily struck by the manner in which you here, Sir,
forgetting your party differences, called for a National Government,
and the emphatic and uncquivocal manner in which your electors
returned a National Government. One cannot help being impressed
by the extraordinarily short nosice which your House of Commons
gave to the country at large before putting on heavy import
duties to the extent of 50 per cent. recently and in some cases
power to collect that duty with retrospective effect. This
cannot but sirike one as being a National Government working
ou lines which are regarded as national. What is to be done in
Iudia for the next year or two, may I enquire? Is the Govern-
ment in India to be carrie] on in the same old manner in which
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it has been carried on during the last five, ten or twenty
vears, with protests from the taxpayer, with protests from the
commercial community, with protests from the industrialist, with
great groans from the agriculturist, for whom everybody is never
tired of proclaiming the greatest sympathy? I venture to submit to
you, Sir, that the Legislative Assembly in India has given signal
proof of its disapproval of the manner in which they regard the
administration that is being carried on. For only a few days back
we heard of the Assembly having thrown out the Finance Bill
which carried the emergency taxation to the extent of about seven
crores or 0. I heard in the City here very serious complaints from
men who do not know the conditions in India, but who judge of
them from what they think would ordinarily be done here. I vent-
ure to ask whether this is not a thing which requires immediate
action from the authorities whilst you are making your enquiries
and are making up your minds as to what should be done next
regarding our constitutional reform? Is it to be expected that any
further taxation will be voted easily by the legislature in India, be
it either Central or Provincial?

Sir, I had the honour and the privilege of leading a deputa-
tion in 1922 before Lord Reading, and then I was in company
with represenatives of British commerce. It was a deputation which
consisted of representatives of two wings of commerce in India. We
both then said that we felt that the taxable capacity of the Indisn
had been reached, and in the case of the Indian commercial eomm-
unity T said that it had been overburdened. Taxation since then
bas not gone down in India; it is going up by leaps and bounds.
Last April fourteen crores was voted by the Legislative Assembly.
Only this morning another six to seven crores was suggested; the
Assembly threw it out. The Viceroy, afier meeting leaders of
parties ab the Viceregal Lodge at Delhi, had to certify it I
wish to ask whether it is the intention of the British Cabinet
to tolerate for the next year or two years this administration being
carried on India by certification and in spite of protests from
all over the country ?
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Your currency policy here, Sir, seems to me to be strikingly
different from the way in which India is being treated. You cut
away from the gold standard here over-night or by a method
which was once described in India as & nocturnal adventure. You
did that and your people here are taking the comfort that prices
are going up for the agriculturist. But the interest of England
regarding higher prices is insignificantly small compared with the
interest of India regarding higher prices to her agriculturists.
You import raw materials, aml therefore your depreciated
exchange does not benefit you to the same extent in England as
it benefits us in India, with 86 per cent. of our population engaged
in agriculture, with the credit of the country, ‘_ns.y, the very
existence Of the country depenling upon her agricultural opera-
tions. By the currency policy which has been followed and per-
sisted in spite of protest from all over the country, you still
persist in maintaining in India an exchange which is not only not
lower bat is certainly higher than the one which prevailed on the
21st September last. On the 21st Scptember last, when England
was on the gold Standard and India was on the gold standard, the
sterling exchange was 1s. 5§d. You have gone down here from
4,86 to 8.40 to the £ today I hear. India has been kept linked to
sterling, but the sterling has gone up from 1s. 53d. since 21st Sept-
ember last. It went up by as much as 7/16th and is at 1s. 6-1/8d.
today. We are given the consolation that as sterling depreciates
against gold, so India benefits as far as the gold standard countries
are concerned. But I venture to ask how many countries there are
among the customers of the raw material of India which are on the
gold standard ? Is not sterling the main eurrency in which the deal:
ings of western Europe at present are carried on? If so, how do
you justify this in the name of justice and fair play ? How do you
justify the sympathy which you claim to have for the masses of
India and the agriculturists ? This appreciation has, I submit with
all deference, no parallel in any country which can talk of doing
justice to the masses of another country over which it rules.

I submis, Sir, that this a palpable act of injustice which is
intolerable and which must be set right.
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There is, however, one further point about it which is a
tragedy. You have not only linked us to sterling, but vou have
linked us to sterling down below, and you have left the top open.
According to the Statute, ths Government of India need not come
in to resist any rise in the exchange except at s, 6d. gold, aund
1s. 6d. gold today, with a 20 per cent. and more depreciation
against gold, would work out at about 1s. 9d. sterling. Is this
fair ? s this tolerable ? I am surprised that for the last six weeks,
although we heve been appealing to the India Office and asking
them to examine this matter, we have not had any reply at all.

We are told that conditions all the world over are bad.
Couditions may be bad all the world over, but people there may
have the power to bear it. We refuse to bear it, and we ask for
justice. Here is an earnest of what you may be giving to us
tomorrow and hereafter. In the name of the agriculturists of
India, I say that either all this that we are gning through here
is—to use a word which I do not want to be misunderstood—a
sham or you must do justice to the tiller of the soil in India, who
has been groaning under the handicap and injustice which has
been concentrated on him ever since 1924.

Sir, the next few months in India will be very eritical
months. The next few months will be eritical all over the world
In India they will be critical for the tiller of the soil, and, for the
masses in the rural areas gemerally much more than people whe
have not been to India or who are not acquainted with the condi-
tions in India can possibly realise.

I wish to ask, Sir, whether, when the tune is called by
somebody else, it is fair to ask the Legislative Assembly in India
to go cn paying the piper ? Is it fair for you to expect the Legisla-
tive Assembly, if they realisc and understand what is meant by
voting crore upon erore of additional taxation, to go on giving you
a blank clieque when you do not atiend to these very primary
objects, for which over here in your country you take swift action
without even waiting to consult anybody eutside your Government
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officea? You ook action by’ executive action, and then went to
Parliament to get that action of 21st September last ratified.

I fear, Sir, that the conditions which threaten us in the near
future in India will create a lot of difficulties in the administration
in India even during the next ycar or two years. I understand
that people here feel somewhat perturbed about the credit of India.
A great deal has heen said shout the necessity of India maintaining
her credit. A good deal has been said here and in the Federal
Structure Committes regarding persons in the commercial com-
manity and engaged in business in India realising the necessity of
preserving India’s credit. In fact, Sir, the higher ratio over our
pre-war ratio was kept up in India over a period of three years at
the sacrifice of India’s hard-earned gold and sterling resources in
the currency reserve, in the name of India’s credit abroad. I find,
Sir, that that credis of India to which so much importance is being
attached-and I am one of those who do not minimise that impor-
tance-was referred to by Sir Samuel Hoare in the final statement
which he made at the Kederal Structure Committee in connection
with the financial safeguards. I would not trouble the Conference
with my remarks on that statement, but unfortunately, as things
have been going on here, Sir Samuel Hoare could only make that
statement after our discussion was over, and immediately after his
statement was made we had no option but to go on to the consi-
deration of our draft Report on the financial safeguards.

T will read a pertinent sentence from Sir Samuel Hosre's
statement, The quotation runs as follows :—

“QOne word as to the necessity of safegnards. So long as the
Crown remains responsible for the defence of India, the
funds necessary for that purpose will have to be provided
aud the principal and interest on sterling debt issued in the
name of the Secretary of State for India must be secured,
as must also the salaries and pensions of officers appointed
nnder Parliamentary authority; and, as the provident
and pensions funds which have been fed by subscriptions
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fiom officers have never been funded, but remain &

" floating obligation on the revenues of India, respon-
sibility for payments to retired officers and their
dependents must remain with the Secretary of State until
any new governwment is in a position to provide sufficient
capital to enable trust funds to be established.”

All through the discussions, Sir, we never heard from any-
body-there was of course no Government spokesmen at the Federal
Structure Committee-that the Secretary of State’s intention was
that until we were able to fund these pension obligations we could
not expect to be mastersin our own house. May I ask Sir,
whether any countries can be named to me-because I am very
ignorant about information in this connection regarding other
countries-where these liabilities are funded and kept separate?
If they are so funded are they so funded in the securities of
that Government, or are they funded in gold, or are they funded
in Sterling securities or the securities of a foreign country ? It
strikes me that this order of the Right Honourable gentleman,
the Secretary of State for India, is somewhat on the tall side, but
it mnst be good enough for India in order that India may maintain
her credit abroad.

I fully agree with one of my frieuds who stated tkat if a party
must borrow it is the ordinary practice that he must satisfy the
lender. Of course if T must borrow who will look at me unless T am
prepared to say yes to the lender’s terms ? Bus surely, Sir, I have
the right, the privilege of always judging for myself whether I will
borrow or will not borrow. I therefore feel that if so much is to be
made of India’s borrowings abroad it is imperatively necessary for
His Majesty’s Government to instruct the Government: of India
never to borrow afresh outside India except with the consent and
definite resolution of the Legislative Assembly. Surely that is a
proposition to which nobody can take exception. I am one of those,
Sir, who have always put greas faith in the development of my
country, but if such arguments are to be hurled at me when I come
and ask for the freedom of my country, if I am to be faced



c-27

with all these — shall I call them?—truisms about a borrower hav-
ing no choice and the lender’s terms having to be accepted, I will
say as a citizen of India and a son of Iudia that we do not want to
develop our contry until we can borrow in our own country.

In fairness His Majesty's Government must instruct she Gov-
ernment of India that no money should be spent for
the development of India unless that money is raised
in India. No borrowings should be made here, and we will
save you the trouble of having to ask for safeguards for two years
or five years or ten years. No borrowings should be made abroad,
except with an implicit resolution of the Legislative Assembly. The
tigures of Ipdia's borrowings abroad are of some interest. In 1924
the Sterling debt of India was 824 million pounds. In 1925 it was
841 million pounds. In 1926 it was 342 millions. In 1927 it was
849 million pounds and to-day it is 888 million pounds.
That is to say, between 1924 and 1931 the Sterling debt
of India has gone up from 324 million pounds to 388
niillion pounds, an increase of 64 million pounds. The purpose for
which this debt was incurred this is neither the place nor the
occasion to dilate upon, but this one thing I can say not only on
my own responsibility as a person who has a little to do with
lending and borrowing but also speaking on behalf of the Indian
commercial community-I aw sure 1 have their backing-I may say
in the name of every British Indian Delegate here that we do not
want hereafter to borrow abroad for the development of India
unless and until we can be sure that that will not be advanced
against us as a bar to our liberty and our freedom in future. We
would much rather that our oountry stayed where it is than borrow
somebody’s money and later on be told :—* You cannot have your
freedom and your liberty and youn cannot be masters in your own
house because you have borrowed from we.” We have to pay the
debt which we have incurred up to now. [ was surprised when
some of my oolleagues here emphasised the necessity of India
repaying her debt.  No responsible Indian has said thas India will
not repay her debt. I have ncver heard anybody saying that.
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The word “ repudiation’ has been used lightly, but the meaning
of the word “ repudiation ” has been explained very fully by no
less accurate a person than Mahatma Gandhi. There is no ques-
tion of India not paying her debt. If owing to the *economic
blizzard” through which the world is passing the immediate debts of
India within the next two, five or ten years, are n.t met punctually,
we may bave to renew them. If, owing to the economic condition of
a country you find that that country cannot pay up her dues, surely
there is no shame in her saying :-—Please give me a further short
credit, I will repay you. After all, who are responsible for the
management of our country’s ecoLomic condition up to now? His
Majesty’s Government, and not the people of India. On our records
of the Central Legislature you will find repeated profests, most
emphatic protests from elected representatives of the people against
some of the economic policy which has been forced upon India in
the last ten to twelve years. I therefore ieel that one of the results
of this Conference should be that until His Majesty’s Government
make up their mind as to what stage of reform India shall have
next and the sons of India decide the question of borrowings in their
own Legislature, as long as this present form of Government
continaes, no further sterling debt should be incurred except to
meet the existing debt. Let all other borrowings abroad stop.
That is what we have come to. We feel it is intolerable, when
you confess that India is solvent, that India has not too much
debt, that anybody here should say: Because you have our. money
therefore you shall not have your freedom. I .do mnot feel,
therefore, that this is the minimum which His Majesty’s Govern-
ment owe to India, namely that no more reasons—or perhaps
some would say excuses-should be given for further safeguards,
and that further borrowings abroad on behalf of India should be
stopped and should not be avoidably inaurred.

I feel, Sir, that I bave to refer to one small oversight, as L
think it to be. I have here the Fourth Report of the Federal
Structure Committee, and on page 10 thereof in paragraph 22,
I see a refcrence in the last but one line to paragraph 8, which I
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presume is only an oversight. It should be paragraph 18 and
pot paragraph 8. I wanf to point this out so that the Secretaries
may see that an error does not go into the final copy.

Sir, the other point on which I wish to speak is this: I wish
torefer to paragraph 23 of the Federal Structure Committee Report
under Commercia] Discrimination. The financial safeguards and
the commercial discrimination questions were both discussed in
less than two and & half days, and the Reports had to be dis-
posed of, under the time-table which was laid down for us, within
less than two hours each. I felt so much oppressed by this that
I felv it my duty to write to the Lord Chancellor and point out
to him that, owing to the fact that one Report reached us at
about 8 a. m. and then had to be considered and passed before
we rose for lunch the same day, [ did not find myself ready to be
committed o the Report minus the protests which I had gos
recorded. :

The Lord Chancellor very readily saw my objection and
said that my letter would be noted. I may say that he did
meet one point which I raised last Saturday regarding the sugges-
tion which was mentioned here. I wish now to refer to para-
graph 23 ; I am reading from the last line on page 10 :—

*“It is also plain that where the Governor-General or a
Provincial Governor is satisfied that proposed legisla-
tion, though possibly not on the face of it diseriminatory,
nevertheless will be discriminatory in fact, he will be
called upon in virtue of his special obligations in relation
to minorities to consider whether it is not his duty to
refuse his assent to the Bill.”

Sir, the question of a piece of legislation being mnot on
the face of it discriminatory, but being in fact discrimina-
tory, is a matter which I as a mere layman somewhat fail
w understand.  As to this sort of phrases, either as to administr-
ative discrimination being referable to the Federal Court, or Legis-
lation, which though not no the face of it discriminatory, is in fact
discriminatory, these are what I call efforts to overdo the discrimi-
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nation part and to over-safeguard it. All I can say on behalf of my
constituency is that I cannot agree to this, and I want it to be
recorded that these safeguards as they are drafied in the Report do
not and cannot possibly make for a workable constitution. It may
for some make for self-satisfaction that everything is agreed to and
the Conference advanced. I myself cannot be a party to any consti-
tution o any report where things are not put on a basis which will
permit the constitution working smoothly, without unnecessary
interference and without unnecessary litigation.

In conclusion, I will wind up with this one hope: May Grea
Britain look at the problem which faces her Prime Minister tomo-
rrow, which we have faced here and which we have come here to
help her to solve, in a manner which will reflect credit and glory on
all her statesmen of the past, who by their utterances in the
House of Commons gave us hope that Great Britain was prepared
to lead India on the path of liberty and freedom.



APPENDIX “D"
MR. BENTHALL ON THE CONFERENCE.
( Reprint from the “ Hindustan Times” Delhi, dated 19-3-1952.)

The future plans of the European communities have been
set out and sheir work reviewed in the document published below,
which is stated to be the property of the Royalists of Calcutta.
It discloses ample material bearing on secret pacts and deep-
laid conspiracies. The document is a thorough repudiation of the
claims made by the European community of their having built
up Indian industries and augmented the nation’s wealth. -

We give below a resume of Mr. Benthall's general remarks
on the occasion when your Commiitee met him recently. No
attempt has been made to summarise the discussion subsequent
to Mr. Benthall's remarks bu it is proposed to invite Mr. Benthall
to address a later meeting of liason members, and we hope to ask
him then to deal with any questions on ecriticisms submitted by
members,

Analysis of Mr. Benthall’s Remarks.
1. Situation to be met at Conference.
2. Conditions of debate difficult.

8. Value of R. T. C. as educating (1) British public opinion,
and (2) World opinion. ;

4. Gandhi discredited with his Indian fellow-delegates.
5. Gandhi returned to India empty-handed.

6. Gandhi failed to settle the communal problem——result
the Minorities Pact.

.
7. Reaction of Hindvs to the Minorities Pact.

8. Attitude of Muslims.
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9. All outstanding points of difference between Furopean
representatives and their extremists opponents argued strictly on
their merits. '

10. Tmportant point of principle involved in Minorities
Pact. Are the Europeans a “ minority ” or a colony of the British
people resident in India ?

1. **Commercial Safeguards—In the main the * sub-
stance” granted in & very satisfactory manner. These sanctions
very much more jmportant than the safeguards themselves.

12. Position to-day.—Attempts to whittle away the Report
on Commercial Discrimination.

13. An agreement or convention with Indian leaders to be
greatly preferred to a restrictive clause in the Act. A tripartite
agreement between Great Britain, India and Burma would have
great advantages,

14. Financial safegnards—The old safegvards stand um-
impaired, but were barely discussed at the Conference.

15. General Policy—The fulfilment of the Federal Scheme
as outlined at the first Conference. Congress and the Federated
Chambers attacked it.

16. Defects of Scheme, e. g. (1) Safeguards in connection
with Police totally inadequate. (2) The Princes as a stahilising
element a doubtful quantity.

17. British Government’s Indian policy must be a national
policy to avoid dangerous reactions when Labour comes into power
again, ’ '

18. After the General Election the Government’s policy
undoubtedly changed. Attitude of Earopean representative to the
change. Reasons for their attitude.
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19. The result was a promise of co-operation by 99 per
cents of the Conference including Malaviya. Even Gandhi was
disposed to join the Standing Committee, but 'his hand has since
been'-forced by his lieutenants. Question now whether saner
elements of Indian opinion will stand for Conference method
or not.

Carr’s Speech.
20. Sir Hubert Carr’s speech explained :—

1. We went to London determined to achieve some settle-
ment, if we could, but our determination in that regard was
tampered by an equal determination that there should be mno
giving way on any essential part of the policy agreed to by the
Associated Chambers of Commerce in regard to financial and com-
mercial safeguards and by the European Association on general
policy. It was obvious to us, and we had it in mind throughous
the Conference, that the united forces of the Congress, the Hindu
Mahasabha and the Federated Chambers of Commerce would be
directed towards whittling down the safe-guards already proposed.
It is so frequently stated that in the effort to maintain a good
atmosphere, the Conference lost sight of the realities that I think
it well to preface my remarks by stating that in all our talks with
our Extreme opponents, your delegates ' never once” lost sight
of this essential fact.

And furthermore, we are prepared to challenge the closest
enquiry into any assertion that we have given way om any
important - detail affecting either the position of our community
or the general policy.

2 I would first point out the extraordinarily difficult condi-
tions under which the Conference was working. Conference
was to attain the maximum amount of agreement in shaping the
lines upon which the mew Constitution should be formed. We
had first of all to pick our way through a maze of backstairs
intrigue—lobbying is the polite word. The Committees them-
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selves consisted of some forty persons with another seventy 16
one hundred sitting round the room. There was no opportunity,
therefore, for anything like negotiation when you had to shout
at & man fifteen or twenty yards away. Speeches were largely
set speeches, voicing set opinions and having in the majority of
cases no influence at all on the proceedings. It was impossible
to contradict even a proportion of the misstatements made, and
interpolation was not encouraged. If it had been we should have
been there still.

* Those who spoke most frequently, longest and loudest
did not by any means carry the greatest weight. So in the
circumstances we decided to speak as a delegation and as far as
possible when we did speak to be definitely constructive.

Vehicle for Views

3. But in actual fact the Round Table Conference in addi-
tion to its function as a vehicle for recording the constructive and
destructive views of the delegates, had a second side. It was staged,
as part of Great Britain's set policy, to demonstrate to India, to
the people of Great Britain, and to the world that Great Brirain
was prepared to go as far as possible in the policy of progression by
Conference methods.

It had a remarkable educative effect upon the people at
home. It was surprising to see the interest taken in the Indian
question by most improbable people and they were able, with the
help of the Press, to appreciate better than they had ever done
before how impossible some of the demands were that were put
forward.

4. If it did nothing else, it showed Yo the world the const-
ructive vacuity of Gandhi's mind. Not only in London, but in
Paris and Rome, those who came in touch with him found him quite

¢incomprehensible, while in America #s 'a newspaper attraction the
economic crisis pushed him off the front page entirely. And I
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suppose that never in his life has he been more laughed at or had
more bricks thrown at him “by his own countrymen” first on
the occasion when he claimed to represent 95 per cent. of India,
secondly when he in effect claimed the right as Congress, tp exam-
ine every man’s title to his own property, whether Indian or
European, ‘“as Congress” to hale them before Judges and if the
Judges gave a decision unpalatable to Congress, to unseat the
Judges. Not nearly enough has been made in this country of that
speech, which was carefully edited in the Nationalist Press and
which was carefully explained away by Pandit Malaviya next day.

Enipty Hands

5. Not only that, but Gandhi lost enormous prestige with
his own followers. If you look at the results of this last session, you
will see that Gandbi and the Federated Chambers are umnable to
point to a single concession wrong from the British Government as
the result of their visit to St. James’ Palace. Whatever influence
he has regained since, when he landed in India he landed with
empty hands.

6. There was another incident too, which did him no good.
He undertook to settle the communal problem and failed before all
the world, the people who let him down *“not” being the minorities
but his own Hindu Mahasabha party who openly repudiated him on
account of their distrust of his intentions.

The result of the deadlock arising and of the Prime Minis-
ter's request to the minorities to try to find the maximum
possible agreement was the Minorities Petition of Rights or, as it
was called, the Minorities Pact. That was largely the work of Sir
Hubert Carr and Sir Edgar Wood, the signatories, namely the
Europeans, Anglo-Indians, Muslims, Depressed Classes and Roman
Catholics claim to ropresent 46 per cent. of India, and by signing
it we made firm friends with the Muslims and showed to the
Conference that it was possible to attain agreement if people would
ba reasonable, and that we would without hesitation stand by our
friends.
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7. We were candidly nervous of the reactions. Gandhi
announced that he would * humble Hubert Carr to the dust.” We
thought for a while that any agreement on commercial rights was
doomed. But it did not turn out that way. Although Gandhi
started on the process of humiliating that very night by telling us
that all Congress would grant was a gentleman’s agreement with
Congress—unsigned and undated—that astitude. did not last long
and the real outcome was an increased respect for our delegation
and for the signatories to the Pact,

8. One word about the Muslims. They were a solid and
enthusiastic team: Ali Imam, the Nationalist Muslim, caused
no division. They played their cards with great skill throughout,
they promised us support and they gave it in full measure. In
return they asked us that we should not forget their economic
plight in Bengal and that we should, “ without pampering them ”
do what we can to find places for them in European firms, so that
they may have a chance to improve their material position and the
general standing of their community. It is a request which, in my
opinion, deserves very earnest consideration.

Settled Policy.

9. It was part of our settled policy also patiently to discuss
all outstanding points of difference between us and our extremist
opponents. In these discussions it was our endeavour to argue each
case strictly on its merits and in my opinion this policy bore fruit
because through the closer understanding we were able to achieve a
measure of agreement that would have been “quite impossible without
the good-will engendered by these discussions. You may say, “Why
did you waste your time on Congress?” I would answer, “If you
go to a Conference and can convert your greatest opponent,
you have won the day.” We may pot have converted them.
But after all the new Indian delegates went to London mainly to
attack the Commercial and Financial Safeguards and yet still the
Commercial and Financial Safeguards seem to stand as firm as
ever.
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19. Now I will say: very little as. regards the Commercial
Safeguards.

There are a large number of poiuts of detail which will
require thorough discussion. There is ome mest important point
of principle.

The Petition of Rights and the Report on Commercial Dis-
crimination definitely place our community in the position of an
Indisu minority. Now before we went to London, Mr. Walter Page
raised the point that we were foolish to accept this position, We

> gshould stand purely as a section of the British people happening to
‘be in India. [ for one certainly did not see as far as he did. There

. is much in it, and in my opinion the subject calls for a lot more
earnest thought.

How, if we are a minerity, can we justify special treatment in
criminal trials, special suxiliary force units, etc., above all how can
we appeal to our Home Government on any basis other than that
afforded to the other minicrities.

Community Decide.

Shall we, in the long run, gain rost by associating ourselves
a3 closely as poasible with India or by taking our stand clear cut as
& seotion of the British people ?

Our legal advisers tell us the latter is the safer plan. Events
have carried us in the other direction. Are the two irreconcilable ?
I will give no opinion as the community must examine the position
and decide.

We have also got to decide what is 1o be our position in the
Indian States. The States have said that we can have equal rights
if we submit to State jurisdiction. I wonder what our legal
advisers will say to that.

There are, as I said, many points of detail, some arising
directly out of the report, some raised by Indian delogates. In due
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course I expect the various Chambers of Commerce and the
branches of the European Association will examine these and
consider the community’s attitude in regard to each.

11. Meanwhile, it is noteworthy that of all the sections
of the Round Table Report, that dealing with commercial
discrimination is the only one which begins with such words as
* On this subject the Committee are glad to be able to record a
substantial measure of agreement. I should like in this connection
to draw attention to the very fair - minded manner in which so
many of the delegates, both Hindu and Mohamedan, supported
our just claims in this matter. As in the main we claim that the
“substance ” of our demands is granted in a very satisfactory
manner that in itself would appear to be a subject for some gratific-
ation. It is also noteworthy that the question of citizenship was, at
any rate, for the time being, effectively disposed of.

But let us be under “no” delusion. We took the very best
legal advice which we could on the subject. We had the benefit of
invaluable advice from Professor Berridale Keith, Mr. Wilfred
Green, Sir John Simon, Lord Reading and all the principal law
officers of the Crown, the India Office and the Foreign Office.
Sometimes it is very conflicting and we bad to pick our way very
carefully; but we are very deeply indebted to all these people, who
deserve our most hearty thanks.

All agree of course, that in the Constitution itself we should
have the amplest safeguards which the brightest legal minds can
devise. But I think all also come to the conclusion that in the long
run and after the lapse of years no set of words, however carefully
drafted, could alone save us entirely from administrative discriniina-
tion by a purely Indian Government provideﬂ it was determined to
discriminate. ‘That is not my view only, or the delegation view,
but the view of the best legal brains in England and I think it was
the view that the Chamber Committee arrived at after intense study

.

four months ago. “
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Safeguards.

But we delegates always appreciated and never once lost
sight of the fact that the sanctions or the powers to enforce the safe-
guard were of equal importance to the safeguard itself. It is the
power of the Courts and of the Governor-General and Governors,
it is the constitution of a properly balanced Government with adeg~
uately staffed services, and above all the maintenance of the British
connection which is going to see us through. And in this connection
it may be of interest that the Prime Minister and another member of
the Cabinet both stated that the only two things which really inter-
ested Parliament were the safety and prosperity of their own countr-
ymen in India and their trusteeship for the masses. Those two
things they would never sacrifice. We are safe for the present.
Nevertheless with all the safegnards and all the sanctions that we
can devise we shall 20, 80 or 40 years hence more than ever
depend upon co-operation and npon the power of the purse, and
it is largely upon our handling of these Reforms questions firmly
but justly that our position in India will depend “Forty years
on."”

12. In spite of the large measure of agreement attained in
London among the delegates, what is the real position to-day.
Again, let there be no delusion. From the day the report was
noted, some delegates have been steadily trying to whittle it down.
On landing here I find not a little- opinion in some Indian com-
mercial circles, that the Indian delegates agreed to too much.
The view is put forward too that when we come down finally to
brass tacks, Indian opinion will interpret some of the words in
quite a different way to what we do. In brief the determination
to discriminate by some sections still exists and I would refer you
to page 6 of “Capital” of 7th January. Make no mistake. We
oan not rest on our oars. Still in so far as the leaders of Indian
commerce were largely represented in London, their objections can
be tied down to those points raised at the Conference, and they
are not necessarily of a deadly nature. But there is still grim
work ahead of as. '
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Diserimination.

18. One last word on Commercial Discrimination. Al-
Hiough we may, 1 believe, be satisfied with the substance of the
protection—and my belief is endorsed by the fact that the British
éomméréia.l bodies in Rangoon have endorsed it wholesale for
applidation to Burma-—the method of a protective clause is,
without doubt, inferior to a definite agreement or convention, *if”
the latter can be secured. A clause to cover everything must be
immense and unwieldy and a clause canmot cover recipreeity.
Alse the sentiment of Indians even of the best type revolts “against
a restrictive clause and favours an agreement. It ia my deep con-
vietion that we shall do well to press on with our demand for this
agreement and I do not think it is impessible to attain. Possibly
the Standing Committee to sit will afford us an avenue for detailed
negotiation and settlement.

And what is more, I am sure that we mus: be carried back
to our old idea of a tripartite agreement between India, Burma and
Great Britain for tactical reasons if for no other. Mr. Haji, he of
the Haji Bill, in London demanded a guarantee that there would
be nodiserimination against Indians in Burma, Mr. 8. N. Haji said
that Indians wanted a guarantee that there would be no discrimina-
tion. He urged that separate electorates should not be changed
without their consent, and also asked that a member of a ‘minor-
ity community should have the right of judicial appeal, with final
appeal to Britain, against a decision of the executive which he
believed deprived him of any right safeguard to him under the
constitution. That te my mind, coming from him of all people is
a beautiful piece of irony. 1 do not see that if a .tripartite .agree-
ment were under negotiation how he or his colleagues conld
possibly oppose our claims. This little incident seems to pointa
clear course to us.

Financial Safeguards.

14. I will say nothing much abont Financial Safegnards.
Briefly, the old ones stand unimpaired. But Indian opimion is

"
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not satisfied because discussion was barely allowed owing to the
financial erisis. There was considerable agreement that an mlti-
mate solution lies along the lines of the Statutory Finance Council
we are committed to that idea but we are “entirely free” as to the
dotails. The problem boils down to a financial one, how is India
to find the money which she needs in the near future or to start
her Reserve Bank if she is not .to be linked with British eredit.
How is that partnership to be created and cemented ? It isso
demonstrably in the interests of India that these safeguards shounld
exist that we have as a matter of fact undertaken to ftry to get
out s paper to prove to certain Indian delegates that they are
so. There is no reason to be despondent of reaching agreement,
which is so much more valuable than imposition, for at one
stage after prolonged private discussion we induced even Gandhi
to draft ‘a safeguard of sorts, which was accepted by the Fede-
ral Chambers representatives. But there is plenty of work for
vur community to thrust home by hard argument this traism
that financial safeguards ave in the interests of India.

15. With regard to the general policy followed the main
plank of our platform was the fulfilment of the Federal Scheme
of the previous session, no more and no less. 1t was certain

+ that Congress and the Federated Chambers would attack the
scheme, and in patticular Commercial and Financial Safeguards,
.and so it turned out.

16. The scheme of course was barely sketched at the
previons session. It has defects; many of them still exist.
For instance, and this nesds the most vigorons examination by
our commaunity, the Police Safeguards are “totally inadequate” as
they stand.  Also it is by no means eertain that the Princes will
be quite that stabilising element which they were hoped to be.
The Princos, who will rash into Federation are the Congress-
minded Princes and they will come increasingly under Congress
" influence once they come in. The Conservative Princes may stay
out and may indeed be the real source of strength. Until they come
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in, their vacant seats should be filled by the Crown by virtue of
its paramountey.

National Policy.

17. But on the whole there was only one policy for the
British Nation and the British Community in India, and that was
to make up our minds on a wnational policy and to stick to it. A
policy which fluetuates according to whether Conservative or
Labour Government is in force is fatal though it is as well to-day
to remember that in five years time we may once again have a
Laboor Government and the reversal of opinion may be just as
violent as last year. The Labour Party machine is not broken and
harbours the bitterest of feelings.

When we arrived home the Federal Plan was the policy of
the National Government, and the work of the Conference was to
fill out the details and to resist any whittling down of safeguards.
It was a sound policy, and one which would have the backing of
all except some of the new delegates.

18. For six or eight weeks the work wens on: the Central
Legislatures, Federal Finance, the Supreme Court and the Minori-
ties occupied the time financial crisis and a general election.

But as the result of the election the policy “undoubtedly”
changed. The right wing of the new Government made up its mind
to break up the Conference and to fight Congress. The Muaslims,
who do not want Central Responsibility, were delighted. Govern-
ment undoubtedly changed their policy and tried to get away with
*Provincial autonomy with a ‘promise’ of Central Reform. .

‘What line were we to take ?

We had made up our minds before this that a fight with
Congress was inevitable; we felt and said that the soomer it came
.the better, but we made up our minds that for a crushing success
we shonld have all possible friends on our side,
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The Muslims were all right: the Pact and Government's
-general attitude ensured that, so were the Princes and the Minorities.

The important thing to us seemed to be to carry the Hindu in
the street as represented by such people as Sapru, Jayakar, Patro
and others. If we could not get them to fight Congress, we could
not ab least ensure that they would not back Congress, and that
by the one simple method of leaving no doubt in their minds that
there was to be no going back on the Federal Scheme, which broadly
was also the accepted policy of the Euvopean community.

We acted accordingly.

‘We pressed upon Government that the one essential earnest
of good faith which would satisty these people was to undertake to
bring in the Provincial and Central Constitutions in one Act.
Provincial sutonomy could not be forced upon India—the Muslims
alone could not work it. Congress Provinces facing a Brifish
Centre present grave practical difficulties ; each province would be
a Calcutta Corporation on its own.

Provincial Autonomy.

But schemes for provincial autonomy could be ready in a
few months; Federation, if hurried on to the degree to the nth must
take two or three years some say five to eight. If provincial
autonomy were ready, all waiting in the pigeon hole, there was
little doubt that Madras, for instance seeing Federation still far
off. would demand immediate provincial autonomy; that would be
the beginning and the result which you could not force would be
brought about by natucal circumstances. But if you back this
policy, you must visualise and decide clearly how responsible pro-
vinces autonomous in their own sphere are going to work tran-
sitionally with an autooratic centre. Remember that Gandhi
himsslf at one time supported Provincial Autonomy only of a kind,
as a means of bringing to a deadlock all relations with the Central
Government,
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19. So we joined with strange companions ; Government
saw the arguments ; and the Conference instead of breaking up in
disorder with 100 per cent. of Hindu political India against us
ended in promises of co-operation by 99 per cent. of the -Conference
including even such people as Malaviya, while Gandhi himself was-
disposed to join the Standing Committee. But Gandhi's lieutenants
in India proved too fast and jumped hita. To day the work of the
Conference seems wasted. and the question of the hour is whether
the saner elements of Indian opinion will stand behind Government
for Conference methods. The key lies in the hands of India’s.
leaders, bus if they open the door we must stand by to give it a
push.

20. In conclusion, I understand on return hers that a good
deal of feeling was caused by a condensed report of Carr’s final
speech, a speech fully approved of course by all of us.

There is a saying, “Never explain: your friends don'
need it, your ememies won't believe it.”

In Defence.

But I stand here also to back a man who is not here to
defend himself. To begin with he ounly happened to be the
spokesman. He is also a man who has unostentatiously and
devotedly given of his best to our community, and as for his
ability there is no man who better understands all the intrica-
cies of our community’s commercial and general position or who
more stoutly defends them, or who better keeps his head. I may
sum up my own opinion by saying that if, for any reason, one
delegate alone were to represent us, I would be perfectly content
that the interests, which I represent, should rest in his hands
alone.

Let us see what he actually said.

- “We should much prefer provincial autonomy instituted
previously to any change in the centre, or even before it is
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decided on at the centre. We - realise, however, while deploring
it, that shere is not sufficient confidence existing between India
and Bntam to-day, for India to be content with merely provin-
cial autonomy and a declared intention of developmient at the
centre. We are, therefore, united with our fellow “delegates in
demanding that the whole framework of federation and provin-
" cial autonomy shall be determined at the samne time. (Hear.
Hear). We carnestly hope that provincial autonomy will be
introduced province by province, the varying needs of each recog-
nised in its constitution.”

The word * determined ” means solely that both the Federal
Scheme and the Provineial Scheme shall be dealt with in one
Act. The details and the time scales are entirely separate
mattors for discussion and decision. In that reading there is
no difference from the policy laid down on page 8 of the Memo-
randum of ‘Policy of tke European Association.

There was no ambiguity either as to the meaning or the
motive at the time. Looking back, to be absolutely explieit,
it might have been wise after the word “therefore to have added
* and because it is our conviction that it is the right course” so
8s to make it clear here 6,000 miles away, that there was mno
question of concession to clamour.

White Paper.

And if any further justificatiou for the wisdom of that view-
point and that action is necessary let me read for close comparison
the relevant passage from the Prime Minister's White Paper.

“Thé adjustments and modifications of the powers now exer-
oised by the Central Government which would obviously have to be
made in order to give real self-government to the Provinces should
nme no insuperable difficulties. It has, therefore, been pressed
ugon the Government that the surest and specdiest route to Feder-
ation would be to get these measures in train forthwith, and not to
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delay the assumption of full responsibility by the Provinces a day
Ionger than is wecessary. But it is clear that a partial advance
does not commend itself to you. You have indicated your desire
that no change should be made in the Constitution which is not
affected by one all-embracing Statute covering the whole field, and
His Majesty's Government have no intention of urging a responshi-
lity which, for whatever re;sons, is considered at the moment prem-
ature or ill-advised. It may be that opinion and circumstances will
change, and it is not necessary here and now to take any irrevocable
decision.”

. The two statements are paraphrases of each other (I admit
that the Prime Minister's was the better;) but the latter statement
suhsequently had the endorsement of His Majesty’s Government and
of both Houses ot Parliament. Including that of such men as Sir
Samuel Hoare, Lord Hailsham and Sir John Simon. If therefore
we erred, it must be admitted that we erred ia gond compauy. -

Muslim Alliance

We draw members’ attention to the following points:—

1. The Minorities Pact has produced a large measure of
unity amongst the minorities.

2. The Muslims have become firm allies of sthe Europeans.

8. The success of the Federal scheme depends on the supp-
ort of a majority of all communities. Neither Provincisl Autonomy
nor Federativn could work in she face of 100 per cent. Hindu opp-
osition. The extreme Hindus, i.e., Congress, Hindu Mahasabha,
and Federated Chambers of Commerce, are irreconcilable, but there
are Hindus whose support it is worth trying to secure in the hope
that they will eventually form the nucleus of strong moderate
parties.

4. Tt is essential to decide whether we are to be treated as
a minority community or 8s representatives of the British in India,
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The latter course appears to be more desirable as it would, apart
from other considerations, enable us more easily to ‘call upon the
Imperial Government for support. It must be recognised, however,
that such an attitude has disadvantages; it might lead to dangerous
isolation. The Minorities Pact has led. away from Tather than tow-
ards such a position, _ a8 it commits us as a minority.

5. Although Provincial Autonomy may be introduced rapi-
dly where provincial conditions admit, the granting of any tangible
measure of responsibility at the Centre will depend chiefly upon the
suecess of the Provinces in working Autonomy. It will be remem-
hered, however, that Gandhi was prepared to accept Provincial
Autonomy of a kind without any advance at the Centre, because
he proposed that the autonomous provinces should paralyse the aunt-
ocratic Central Government. To guard against the danger, it seems
as thongh some modifications at the Centre will be essential, and it
remains to be seen whether these modifications can be made without
any real transfer of power. It must be our aim to secure that the

transfer of power only takes place after everything else has been
dealt with.

6. Throughout his statement M. Benthall vefeis to Finan-
cial Safeguards and Commercial Safeguards. These ‘are shortly as
follows:—

Financial Safeguards
8. The formation of a small Finance Council to advise the
Finance Member and the Governor-General in regard to finance.
b. Formation of non-political Reserve Bank,
c. Strong Upper Chamber.
d. Consolidated Fund to meet loan, salaries snd ohher char-
ges guaranteed by Secretary of State.
Commercial Safeguards

& The Eumpean Delegation demanded a commercial conve-
ution to cover every outstanding point, but ewing to difficulties
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raised in London this matter still remains unsettled. Meanwhile it
is proposed that there shall be a guarantee under the Act to safegu-
ard the rights of property and the rights of British Commerce.

b. European demands for safeguards for personal rights
ineluding trial by jury, are secured under the Minorities Pact.

¢. Power in hands of Viceroy and Governors to reserve
bills for the sanction of Parliament (this would cover every class
of discriminatory bills).

d. Right of appeal to the Privy Couneil.

We think that the result of the Conference may be sum-
marised shortly as follows :—

The European delegation has succeeded in impressing upon
the British Government, the absolute necessity for our essential
safeguards, though it experienced a good many difficulties in
doing so. Furthermore these safeguards have been accepted by
the Muslims and the moderate Hindus, and even the extremists
have been less strongly opposed to them than heretofore. On

the other hand, the extremists are clearly determined on de facto
diserimination.

The Muslims are very satisfied with their own position and
are prepared to work with us in the future on a basis of mutual
support, and there is some hope that the moderate Hindus will
do the same if they realise that Government at last means what
it says and stands firm. On the other hand it must be remem-

bered that the moderates are at present without any following
whatsoever,

As against this, the actual scheme of reforms is very
vague indeed and a great deal of work has still to be done—more,
if anything, than that alresdy accomplished. For this reason
it is essential that European opinion should be well organised
- and well informed during the next few years. It js most impor-
tant to bear in mind the point raised by Mr. Benthall that
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there may be a political land-slide in the opposite direction ab
Home in five years time, i.e., we may again have a Labour
Government. The right policy, therefore seems to be that
followed. by the Europesn representatives at the Conference. If
we merely adopt an intransigent non-possumus sttitude we may
in five years' -time find ourselves thrown to the wolves by an
extreme Socialist Government. If, on the other hand, in the
course of the next five years partsat least of the scheme are
worke:] out by the National Government and agreed. upon by
Indians, it will be very difficult for a Socialist Government to
upset those agreements. Judging by what Mr. Benthall says, it
. may be possible.to secure a commercial convention within five
years. A policy which swings violently from extreme to extreme
will be fatal alike to our special interests and to the peace of the
country.

Central Responsibility.

We should like to see'the following pointa secured :—

1. The measure of responsibility at the Centre must
depend among other things, upon the success of Provincial
Autonomy after a fair trial, and there must be no attempt at an
immediate grant of Centrs1 Responsibility.

2. The position of the .Central Government must be
strengthened in order to prevent any possibility of open defiance
of the Central Government by the provinces, and no inauguration
of Provincial Autonomy can be contemplated till this strengthening
has been achieved.

8. Each province must be given ample time to settle its
own problems, and its participation in any scheme of federation
should, we believe, depend upon the voluntary settlement of those
problems,

4. Any attempt at au increase in the rate of Indianisation
of the Services, particularly.the I.C. S, and the Police, must be
strongly opposed,
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5. So far as possible the railways and ports must be
removed from political control.

6. Voluntary _sébblement; of the eommunal problem is an
essential prelude even to Provineial Autonomy. If an imposed
settlement has ultimately to be made, it would’ not embrace any-
thing approaching complete Provincial Autonomy.

In this summary we have assumed that the great majority
of members are in agreement with the prizciple that reform of some
kind must be.introduced.. We are aware that a certain proportion
of Europeans are opposed to any advance whatsoever. We would
remind all such that the present system of Government is so weak
and cumbersome that it is positively dangerous to allow it to
continue. Dyarchy has heavily moved the dice in favour of the
Hindus and sets a premium on constitutional agitation, and has
made i extremely difficult for the Central Government to act
forcefully and quickly except under special ordinances.

It must not, however, be supposed that when we agree that
reforms are necessary, we.advocate democratic reform in every
province.

All we mean is such change in the system of Government as
will improve its efficiency.



