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Fede~ation of Indian· Chambers of 
Commerce and Illdustry 

Proceedings oJ '''e Fout"" "nn .. al. Mee'inK "eld ., De1"i on 
X .... doy,· ,,,. 7'" "prU, Z9JZ. 

The Fourth Annual Meeting of the Federation of Indian 
Chambers of Com!Xlerce and Industry was held at tlie Delhi 
University Convocation Hall, Delhi, on Tuesday the 7th April, 
1931, at 11·30 a.m. 

Lala Shri Ram, President 9f the Federation, received at the 
<mtrance Mahatma Gandhi and introduced to him Sir Purshotamdas 
Thakurdas, Kt., Mr. G. D. Birla, Mr. Walchand Hirachand, Mr. 
Fakirjee Cowasjee, Mr. D. P. Khaitan, Sir Chunilal V. Mehta, 
K.C.S.I., Mr. Nalini Ranjan. Sark.er, Mr. Hooseinbhoy A. 
Lalljee, Mr. Kasturbhai Lalbhai, Mr. Ambalal Sarabhai, Mr. 
Lalji Naranji, Mr. Ranchordas H. Gandhi, Sirdar Bahadur Sobha 
Singh, Mr. Ra.meshwar LalNopany, Mr. B. Das, l\J.L . .A.., ]I.[r. 
Rameshwar Prasad Bagla, M.L.A., Mr. Chunilal B. Mehta and 

. the Seoretnry, Mr. D. G. Mulherkar. 

Distinguished amongst those who accepted the Committee's 
invitation to be presept at the opening of the Fourth Annual 
'Session of the Federation were Sirdar Vallabhbhai Patel, President, 
Indian National Congress, Pandit Jawaharlal Nehru, the Hon'ble 
Sir Ibrahim Rahimtoolla, K.C.S.I.,C.I.E., President of the 
I.egislative Assembly, the Hon'hle Sir George Schuster, K.C.M.G., 
C.B.E., M.C., Finan~e Member to the Government of India,. 
Pandit Madlin Mohan Malaviya; Sir T. Vijayaraghavaehariar, 
Vice-President, Imperial Agricultural Researeh Council, Sir Bhu
pendra Nath Mitra, Rllja Sir Motichand, Mr. Syed Raja Ali, the 
Earl of Aylesford, Srecjut Rajagopalaehariar, Members of the 
Working Committee of the Indian Na.tional Congress; the Hou'ble 
Sir Frank Noyce, Kt .. C.I.E., C.B.E., Sir Hugh Coeke. Kt., Sir 
Ross Barker, Sir Edward Buck, K.B.E .. the Hon 'ble Raja. Bijoy, 



Jodh';;'ri~,- Mr. A. G. Dick~, Mr. G. 'tc Deodhar, C.LE.," 
.>fr. A. Moore. M.L.A., Mr. P. Mukerjee, Dr. L. K. Hyder,: 
Hon'ble Syed Abdul Hafiz, Mr. A. Hydari, LC.S., Mr~ V. K. 
~ravamudha Iyengar, Raja Bahadur G. Krishnamllchariar, M.L.A:, 
:Mr. W. Lamond, Mr. Mukhtar Singh, Dr. P. P. Pillai, Mr. J. C . 

. Nixon, Rai Saheb Ladli Pershad, Mr .• I. S. Puri, Mr'. F. V. 
Rushford, Mr. K. C. Roy, M.L.A., Mr. S. P. Shah, I.C,S., 
Rai Bahadur L. Sen, Mr. D. C. Scott, Mr. H. A. Sams, Mr. J. 
Ramsay Scott, Mr. B. P. Varma, Mr. J . .A. Woodhead, Mr .• 
C. B. Young, Mr. B. Ramrao, Mr. Pearey Lal, Mr. G. E. Gl"ant 
Govan, Mr. C. M. Grant Govan, Mr. V. F. Gray, Mr. N. R, Gun. 
jal, M.L.A':, Mr. A. S. De Mello, Lalli Fakirchand, Mr. A. R. C. 
Cooper, Mr. F. B. Bloomfield, Prof. Brij Mohan Lal, Mr. A. H. 
Byrt, Mr. S. N. Banerjee, Mr. K. K. Bose, Mr. J. N. Sahani, 
Mr. S •. C. Sahani, IILL.A., Prof. H. L. Chablani, Mr. N. K. 
Sen. Besides these, there were present as' representing the 
Member.Bodies, Sir Chinubhai MadhawlaI, Bart" Sheth Kaatur
bhai Lalbhai, Sheth Ramanial Lallubhai, Sheth Himatlal Kalidas, 
Sheth Trikamlal Girdherlal, the Hon'ble Rai Bahadur Radha 
Krishna Jalan, Mr. B. Das, M.L.A., Mr. Balkrishna Das, Mr. K, C. 
De, Mr. Jadu Nath Roy, Mr. Nalini Ranjan Sarker, Mr. Narayan. 
das Bajoria, 1IIr. Chunilal B. Mehta, Mr. IIfangaldas MoWat 
Sheth, Khan Bahadur Ahmed Chand 00, Mr. Ranehordas H. Gan
dhi, Mr. S. A.S. Tayabji, Mr. Fakirjee Cowasjee, Mr, C. A. 
Bueh, Mr., Hosang N. E., Dinshaw, Lala Ram Pershad, Seth Lak
shmi Narain Gadodia, Sirdar Bahadur Sobha Singh, Mr. Baij Nath 
Syal, Mr. Nandlal Kilaehand, Mr. Ratilal Mulji Gandhi, Mr. 
Ramjidas Vaishya, Mr. N, 111. Shah, IIfr. D. P. Khaitan, 1IIr. 
G. D. Birla. Mr: B. A. PadmanlJpa Aiyar, Lala Harkishan Lal, 
Raja Sir Daya Kishen Kaul, Mr, G'iiganvihari Lallubhai Mehta, 
:Mr. K. S. Ramaehandra Aiyar, Babu Jasoda Lal GhosaI, Sir Chuni. 
Ial V. IIfehta, K. C. S. I., IIfr. Behram N. ~aranjia, Mr. Hoo.ein. 
bhoy A. Lalljee, Sir Purshotamdas Thakurdas, Kt., IIfr. S, C. 
Ghose, Mr. A. L. Ojha, IIfr. Walehand Hiraehand, Mr. M. A. 
Master, Mr. Kaikobad C. Dinshaw, Mr. Rameshwar Lal Nopany, 
Mr. Prabhu Dayal Himatsingka, lI[r, Sitaram Saksedia, Lala 
Jaswantrai Churamani, Mr. Srikishimfas H, Lula, Mr. R. K. 
Sidhwa, Seth Isserdas Varindmal, Mr. M. L. Dahanukar, lI[r. 
B. S. Dabke, 'Mr, Begraj Gupta, Mr. Kishan Prasad, lIir, Rajen. 
dra Somnarayan, Mr. M. Ct. 111. Chidambaram Chettiyar, Mr. 
Gordhandas Jamnadas, Mr, Gulabehand Hiraehand Doshi, Mr. V. 
Ramada.. Pantulu. Mr. A. Rangaswami Iyengar, IIIr. Vidyasagar 

~P8Ildya, IIlr. M. Mohamed Ismail, Lala Rameshwar Prasad Bagln, 
111" K. L. Gunta. Mr. Yacoob H. Lalliee. Mr. Goolamhusein 
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""';¥atcheswalhi, 1I1r. H. Bhatt, Mr. S."M. Patka .. , Mr. J. K. 
"t' Mehta, Mr. Lalsli'J;l~~~arprasad, M.r.Uttamram Ambaram, 
.' Mr. M. P. Gandhi, Mr. J. L. Pandit, Mr. P. Raghavan Nair, 

Mr. K. Shama Aiyar and other pepresentatives • of the Member· 
Bodies. Among the ladies present were Lady Schuster, Mrs. K. C. 
Roy, Mrs. K. K. Bose, Miss Bose, 'Miss Pillai, Mrs. Fakir Chand" 
Mrs. Dewan Chand. 

The President, Lala Shri Ram, requesting Mahatma Gandhi to 
declare the proceedings of the Fourth Annual Session of the
Federation open, delivered, the following .peech:;.... 

Respected Mahatmaji, Ladies and Gentlemen,' 

I welcome you all to this the Fourth Annual Session of our 
Federation. Weare making a new departure this year in holding. 
our Session as late as April, but I am sure you will all be gratified 
to see Mahatmaji amongst us to inaugurate the proceedings of this 
Conference and this would not have !:ieen possible if we had held 
our meeting earlier' in the year. We are justly p~oud of the 
Mahatma; he is -not only a nationai asset but ,a world force, the 
idol not merely of his countrymen but of all those with whom the 
moral and the spiritual forces ~ount more than the physical and 
the material issues. The country owes him a deep debt of grati
tude for the phenomenal awakening in the country and for the 
confidence he has created in the masses by the movement he 
inaugurated a year ago for the attainment of Swaraj. May I, on 
behalf of the Indian commercial community, assure you. Sir, that 
we all feel it 'a rare honour and a great privilege to have you 
amongst us here to-day. In view of what His Excellency the 
Viceroy said last year a.bout his inability to preside this year 
o\'er the deliberations of the Federation, it was not possible for 
him to be amongst us to-day. We should have been, however, glad 
if His Excellency had been present here to receive from us per
sonally our felicitations on the trnce that he has ~lped to bring 
about. His Excellency will soon be retiring from India and on 
behalf of the Indian commercial community I am taking this 
ollportunity of requestillg bim to cOlltinue to use his good offices 
towards cOllsolidating tbe peace arrh'ed at by seeuring for this 

,.....,"'. 
• A list of dIe affiliated Memher-Bodies of the Federatio~ 

with tbeir representatives is printed as Appendix A. 
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countr~ ,a place. of hono~r and respect il)tU. 'n') Commonwealth of 
the Brltlsh Empire.' -€.... J:..' 

• The great struggle that has gone on' during the last year has 
c~me to an honourable end through the efforts of two notable 
personalities who have worthily represented the two races of the 
East and the West, The Gandhi·Irwin agre'1l11ent is a distinct 
landmark in our history, a signal stage in the building up of our 
national constitution, and ev~ry member of the commercial commu
nity in India will be grateful for the statesmanlike settlement 
arrived at between' the Government and the people of this coun
try .. The representatives of the Indian National COligress will now 
be participating in t,he discussions of the Round Table Conference 
and we hope to see at no distant future the fruits of the joint 
labours of the representatives of the people and the British Govern
ment embodied in a cOMtitution which. will satisfy the legitimate 
aspirations of the people of India and prevent a renewal of the 
fight so honourably brought to a close liy the Gandhi-Irwin agree-
ment. . 

During the course of last year we were compelled by our 
s~nse of duty to give emphatic expression to our views on two 
political events of importance. Having failed, in spite of repeated 
efforts to elicit from the Government a definite declaration about 
the sc~pe and function of the Round Table Conference and 'in '. 
assurance for the establishment of Dominion Status for the coun
try with the necessary safeguards during the transitional. Ile.riod, 
we were obliged to advise our affiliated member-bodies to ab.rtrun" 
from all participation, direct or indir~ct, in the Round Table Confe· 
rence. We had also to express our feelings of strong dissatisfaction" 
with the representation accorded to India in the Imperial Confe-:' 
rence held in London in October last. The Committee of the 
Federation had, therefore, to make it clear to those assembled at 
the Conference that so long as India did not get an effective 
control over her' fiscal policy and was not represented at the 
Conference by a direct representative of her own, she could not be 
expected to feel herself bound by any commitment made on her 
behalf, and I am sure you will agree that your Committee have 
rightly interpreted your feelings in both these matters. I frankly 
admit that some of our Members were not satisfied with the amount I 

of work that we did during the last year but I have this satisfac
tion that in a very stormy year we have not only held our own but 
". - -
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Since we met .la"st year in this very hall many events have 
occurred in the ecori''' ..... u,~phere which have intensified the gloomy 
prospect we had then in view. There has beelL a catastrophic fall in 
the prices of our chief staple agricultural commodities, with the 
result that the purchasing power ,of the agriculturists has been 
reduced In a single year to an extent unparalleled in recent history. 
In the first place, the fall in prices in India has been heavier than in 
manufacturing countries like the United Kingdom. Secondly, 
exports have fared worse than imports in ~his respect. While the 
fall in the prices of the foriner between September 1929 and Dec
ember 1930 was 36 p. c. the fall in' the latter was 16 per cent. In 
the words of the Finance Member, "India may, therefore, perhaps 
be said to be going through the worst time now. She has felt the 
severity of the fall in the case of what shEl has to sell, but has not 
obtained a corresponding advantage of the fall in prices of what 
she has to buy." Almost every trade complains of difficulties, and 
all efforts of businessmen to rehabilitate their trade and industries 
have been defeated by forces beyond their-control: Budgetary 
'equilibrium is a thing of the past and deficits seem to be the order 
of the day. Fresh taxation to the tune of several crores has been ' 
imposed, while, publio debt, both funded and floating, continues to 
grow, and the rates at which Government have been borrowing 
during recent years are bound to have further sinist.er effects not 
only on the· finances of the Central and the Prov.incial Govern
ments but also on those of the local bodies and of business firms. 
There is a general lack of oonfidenoe in the oOUntry, and there 
are no signs whatsoever of any serious oonstructive effort on the 
part of Government to raise the country out of what is veritably a 
slough of despond; 

Most of these difficulties are 'ascribed to the' operation of 
world causes; but some at .least of the world causes which, are 
operating to the disadvantage of the oountries in Europe do not 
exist in India at aU. The huge war debts and the reparations 
whieh have been hanging heavily over European coontries gene. 
rally and with crushing weight on Germlmy particularly, eould 
have had no serious effect on the internal economy of India. Pay
ing interest on war debts i4 like paying interest on losses. If oll!' 
loans, as our experts have all along assured us, are for the 'larger 
part for productive purposes, the growing public debt of India 
should alleviate and not dt>epen the gloom in trade and industrt. 
Neither the Government of India nor the ProvineiaJ: Governments 
have iocurl'Cll any large soeial E',xpenditure on unE'mployment,' etc.:, 
as the Government in England has done. The1.t,..,are, themill'&, no 



( 6 ) 

indirect additions to the cost of production, such as those of which 
British industry is complaining The new tariff-walls in foreign 
countries which are a serious handicap on British trade and' indus
try, will at most have been a minor and not a major cause of our 
difficulties_ We do not depend, as England does, ,primarily on 
foreign trade; our internal trade is vastly greater than our exter
mi! trade, and our export trade consists of food and raw materials 
on which custom duties in foreign countries are generally the 
lowest. Three of the major causes of depression in trade in Euro
pean countries therefore cannot be held responsible for our difficul
ties. 

For much of the suffering, the currency policy of the Govern-' 
ment in recent years is directly responsible. On the eve of 
exchange stabilisation, the spol,esman of the Government said that 
to his mind .. there was very much more prospect of a relative 
stability in world pric~s than there had been until recently." He 
has proved hopelessly wrong in his forecast, and yet in a period 
of continuously falling prices, the Government had persisted in 

, maintaining a rate of exchange which is 2d. above the pre-war rate. 
It is no use persisting in a policy which was ba.~ed on a belief 
which events have conclusively shown to have been a wrong one. 
In the absence of any tangibk evidence of an effective inter
national co-operation for the purpose of stabilising the value of 
gold, the best policy for this country would be for t],e present to 
let the' exchange take its own course. 

Another major cause of the depression in our trade and iudus
try is, in my opinion, the borrowing policy pursued by" the Govern
ment of India during recent years. While in the world outside, 
falling commodity prices lind trade depression have been met by a 
steady fall in money rates, the rates ~f interest in India have 
actually risen because of the borrowing policy. pursued by the 
Government of India and their persistence in stabilising exchange 
in'the face of sharply falling prices in the world outside. This 
excessive borrowing of the Government of India is due, not so 
much to a mistaken policy of genuine investment in productive 
ent"'prises as to their budgetary deficits and their determination 
ill maintain fixity of exchauge at the ill-fated ratio of Is. 6d. The 
Govcrn!J1ent of India has, in fact, become a ! distress borrower' in 
the money market in order to support exchange, which in spite of 
their efforts has been consistently and persistently below Is. 6d. 
level during the last 24 months. A 'distress borrower' is uninflu
,enced by the ~eturn on thl" actual c\lrr~n~ investme~ts and tends 
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to squeeze out the genuine borrower from _the money market. What 
the effect of the poli~v of such borrowings at high rates ofinte
rest has been can be ';,eU judged by a reference to a statement 
prepared by the League of Nations and published' in the memo
randum on Public Finance for 1922-26, which- shows that the 
public debt of India reduced to pre-war price level rose only by 
16.3 per cent in the year 1926 over its level in 1924, while tb-e gross 
interest charges reduced to pre-war price level increased in the 
same period by a~ much as 94.2 percent. -

The heavy taxation of the Government due to excessive expen
diture is another blighting influence on trade and industry. -When,' 
prices rise, the Finance Members, Provincial and Imperial, readily 
go before the legislatures with proposals of fresh taxation. When 
prices fall, they generally resist all proposals for retrenchment. 
We are fast approaching the level of prices in 1914, the Calcutta 
index number for December 1930 being only 101; but the expen
diture of the -Government shows no sign of falling to the 'pre-war 
level. The total expenditure charged to revenue for the whole of 
India. (Imperial and Pr9vineial) for the year 1913-14 was 
~s. 1,243,421,280 while the budget e~timates for the year 1931-32 
provide as much as 132.4 crores for the expenditure -of the Central 
Government alone. _ Militarr services cost India iii the year 1913·14' 
only' 31.8 crore8, but the Government of India 'provided a8 much 
as 51.00 crores for military services in -the budget estimates for 
1931·32. The expenditure on' the army must be brought down 
immediately to give relief to the tax-payer. The Inchcape Com
mittee proposed certain reductions in the expenditure of the Gov
ernment on the assumption of a. price level current in -1921: They 
definitely stated in several of their 'recommendations that the 
actual figure for a particular year should be reduced far below 
that recommended by them in the event of Ii further fall in prices. 

The need of public economy waS never greater than at pre
sent. " We know that Ii Retrenchment Committee has been promised 
by the Finance Member in his Budget speech, - but there can be 
little hope that it will' be allowed t.o suggest radical reforms or 
modifications of trolicy with9!lt which no substantial retrenchment 
can be made. To quote tht words of Sir Eric Geddes, it would 
be no usc "using a small pruning knife_ whl"B an axe or saw is 
needed." What justification can there be for maintaining a rigid
ity of administrative eo.qt at a time when -prices are eol\apsing and 
the country is in ,the grip of the worst depression it has ever 
known t What is wanted above all is a lead from ,high offici.als by 
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way of an "essay in self.sacrilce." Examples are not wanting, 
though it is true they are C'on'fined to countries enjoying complete 
self-government. • 

The Government of India are thus directly responsible for the 
three major causes of our difficulties-their policy of exchange 
stability' in the face of falling prices in the world, their heavy 
bOFrowings at high rates of interest, and their crushing taxation 
in a- peri~d of peace and falling prices.' The record of Govern· 
ment's achievement in the sphere of relief to the suffering people 
has beerr precious little. -And this is precisely why the public in 
India insists that the' power of the purse should,. under the new 
constitution, vest in populor ministers who will grapple seriously 
with our economic problems, pa.rticiIlarly the problems of ,our 
growing unemployment and our depressed agriculture and 
industrY'. 

The Government of India having lowered the- credit of the 
country by their financial mis-management are not justified in 
saying that any transfer of control to Ministers responsible to the 
Central Legislature without the so·called guarantees would result 
in:-a serious shock to India's credit leading to large movements 
from' the country of capital both Indian and European and a 
restriction on new enterprise. A popular minister responsible to 
the legislature will be more jealous of the credit of his own country 
than'the present administration and the 'public will have so much 
confidence in their own 'ministers that there will be only few occa
sions- for ,him to have recourse to foreilnl borrowings. All the 
special difficulties inherent in the ptesent financial and 
economical position which are regarded as obstacles to full 
responsible Goyernment in India are really strong ftrgumcnts in 
favour of transferrIng the- destinies of this country to ministers 
responsible to the popular Assembly. If the general. 'economic 
difficulties from which the ,country is 'suffering have to be faced 
ser;nusly,success can be achieved only by ministers who can relY' 
nil popular- support for, carrying out energetically any· programme 
which they consider -necessary in the kest interests of the country. 
-,- ,- .-, ," 

The 'Government regard the present moment as exceptionally 
unfavourable for an attelllpf to establish even a Reserve Bank 
because the· obligations incidental to their own mistaken policy 
of maintaining fixity of exchange at ls. 6d. in the face of falling 
prices' in the world will be _ far too heavy for a Reserve Bank to 
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take up,· as if a: national' J;eserve Bank would. pursue a' policy 
,detrimental to the econ~mie interests ilf the country. 

Some of the arguments in the Government ~f India"s Despatch 
on Constitutional Reforms make one despair of the future. It is 
to my mind unfair. to suggest that the officers in the, all·1ndia ' 
services, hoth European and Indian, who r.eceived special conces· 
sions reco~mended hy the Lee Commission on the express ground 

, that prices had risen considerably since they were recruited should' 
. be given guarantees that their existing emoluments apd privileges 
would be retained, no matter how sharp may be the, fall of prices 
within. and without India." ' 

The Government of India have repeatedly referred to the 
apprehensions felt by the British businessmen 'that we'shall follow 
a policy of discrimination against British trade and industry, and 
have supported on this ground the demand. for effective guarantees 
against such a possibility. They connot ' mean, to suggest' that 
our trade and industry shall be denied the assistance and, encour
agement which national Governments everywhere accord to their 
own trade and 'industry. Such a position will never be tolerated 
by self-respecting and patriotic Indians. No popular minister 
will accept office under such' conditions; nor, wilt he be -able to 
retain, his position for a day if he is in any way 'responsible to 'a 
rep~esentative legislature. The Government of India -admit in 
their Despatch that "for a number 'of years there has be,en an 
insistent demand from Indians of all shades of political' thought 
that the economic, policy of the country should be shaped on 
national lines, that iii particular industrial development shoulQ be 
actively pursued and that the control should be placed in Indian 
hands." And they rightly point ,out that .. unless in this region 
some transfer of power proves feasible, it will not be possible to 
satisfy Indian aspirati,ons." If as the Government of India them
selves admit, the cnstoms tariff is the most powerful instrument 
which a Government desirous of pursuing an active prog.-amme 
of industrial development cnn employ, we' cannot allow our liberty 
of action to be fett~l'ed ,in any way. The Government of India 
seem to suggest that the convention regarding the so-called fiscal 
autonomy meets our legitim~te demand, ,but this will not do. 

Much the lIame may be said about our p(l\vers to foster national 
shipping. We are not going t.<\ be led aw-ay by the ery of:unfair 

"Para. 191, Go",- of India Deopntoh OD CO ... UtIlUonal l!eform .. 
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discrimination raised by vested in~sts ever since the introduc
tion' of the Coastal Reservation Bill. We all know the reasons 
why our shipping companies have failed in the past, and we must 
leave no stone unturned to remove the causes of our failures. 
That there was reason and justice on our side is proved by the 
fact that His Excellency the Viceroy tried to bring about $ome 
sort of compromise, but as usual the British companies proved too 
obdurate. And now attempts are' made to prevent by statute all 
efforts to revive our ancient shipping industry. But I may frankly 
tell our British fellow subjects that a nation which is reminded 
by its Shastras that when the Supreme Creator churned the ocean, 
the butter produced was Lakshmi, the Goddess of Wealth, that 
,nation is not going to allow for long its seas t~ be churned by 
foreign ships and let the resulting wealth go into thc pockets of 
foreigners alone. 

There is one other aspect of the impending changes in the 
Indian constitution,'to which I think it my duty to refer in view 
of its vital bearing on trade, commerce and industry. In the 
sphere of economic policy and in all questions relating to trade 
and industry, India is one and must remain one. The Govern· 
ment of India in their Despatch acknowledgc that provinces cannot 

" be regarded as special economic units (para. 177) but in the vari. 
ous schemes for the distribution of power and functions betw~en 
the, provincial and central governments, I have a~feeling that a 
very inadequate appreciation has been shown 'of the implications 
of this dictum. Whatever may be the delegation of'power to the 
provinces the development of industry and the tariff policy of the 
Central Goverliment are 'intimately related. The interests of India 
as a whole have to be con~idered and not the narrow interests of 
a particular province. These interests can efficiently be looked 
after only by a Government which takes note of the national needs 
as a whole and bas the power to shape its policy in the whole of 
India in accordance with those needs. Whatever, therefore, may 
be the distribution of functions between the Central and Provin· 
cial Government.s, we cannot allow Indian Provinces and Indian 
States to be divided among themselves in the sphere of economic 
development of the country. 

Please allow me to draw your attention to another important 
matter. It ha.q happened time and again that the Congress has 
committed itself t.o certain economic 'ideas of far·reaching effects. 
Take the case of the declaration (If riglitS recently made at the . , . 
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Karachi Congress. I ""/. ~t want to (\~iticisetlle declaration 
itself. Most of the pohh..,,-. .~ fact, very good while" about' 
others it may be said th&t 't>., Y require' further investig~tion., 
What at this stage I wish however to say' is this: could, we expect 
the Congress before committing, itself' to principll!s of sue}> 
vital importance to consult th,e vital interests concerning !hem' 
We do not wish to be misunderstood to be- ,presumptuous but we 
claim with due modesty that economiQs i. our field and we_may 
be of real service to the country and to the Congress. We would 
therefore'suggest you, Sir, a sort of & convention for future that 
in all matters pertaining to realm of economics, the Congress be
fore makinlf up its mind will allow us to offer it-our suggestion 
and if necessary have discussion with onr menihel'lt. ' 

The Government of India have reminded us of the services 
rendered by British enterprise in the ,industrial and economic 
development of the country nnd have asked for an assurance that 
the ..:future Indian Government would trrot British businessmen 
not as aliens but as citizens of the country. So ,far 'as the 1'0st 
servires are concerned, ;r do not wish at all to minimise th~ 
importance ,of the pioneering work which some of the British 
businessmen have done il)-, India -in the sphere of its economic
development, but as Mr. Birla said last year they have been 
adequately paid for this spade-work. The Government' of India 
aro anxious to have statutory safeguards for British interests, but 
after giving very serious thought to the subject, I feel convinced 
that no statutory provision of this sort can possibly benefit thesc 
interests unless the Britisli businessmen earn the goodwill of India, 
in wllich case they are superfluous. If the British interests 'insist 
on unreasonable safeguards and guarantees in the future consti
tution of the country, patriotic Indians are bound to fight shy 
of them and make every effort to resort to other countries for 
the necessary material and expert advice. I, therefore, appeal to 
the British commercial community in the country that they should 
throw in their lot whole-heartedly with the nationals of the coun
try in attaining the goal. By working together with the Indians 
in all that vitally concerns this, country, the British mercantile 
emnmunity can earn for tllemselves the goodwill which will help" 
their business and strengthen their position in India far more 
than,allY of the most rigid con.~titutional guarantees. The British 
business community whieh is richly endowed with common sense 
has an ideal opportunity of converting the hithertofore advocates 
of bo~'cott of British goods into ad,-oeates of preference of Brtish 
o\'er non:Bri!i~ products and I am sure they will grasp !t by 
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sincerely identifying themselves with 'lndlt ns and by not insiRting 
on allY so-called safeguards in the" constitution. I already see an 
improvement in their attitude in some p\lrts of the conntry, and 
earnestly hope that it will develop into a gennine desire to see 
this" country get its rightful place. in the Empire. 

Similarly r feel that I would be failing in my duty if I did 
not indicate to Government both in India- and in England the 
immediate bopes and aspiratiotls of ,the Indian commercial com
munity. I bave already said that India looks forward to Lord 
Irwin continuing in England that sympathetic attitude of his 
which has enabled us all to m~et here to-day_ I mean you. 
Mahatmaji and the Hon'ble Members of the Viceroy's Executive 
Council. The present outlook in trade and commerce is anything 
but cheerful. Unfortunately clouds are still looming large on the 
horizon and may assume 'l. menacing outlook Happily a silver 
lining to them is beginning to show itself_ Should contentment 
in India. be secured as a result of tbe next meeting of the R6und 
Table Conference in London, the silver lining will deepen till "at 
last. it outshines the clouds altogether. This in turn will bring 
about better confidence in trade and commerce, not only in India 
and England, but also in the rest of -the civilised world which 
has been watching our doings in the political field. Looking to 
the cheering reaction on trade and ·commerce generally by the 
announcement of the Gandhi-Irwin agreement, one has to imagine 
what the effects of a permanent settlement will be. I speak with 
full deliberation, and I say that "the situation, unless rightly 
handl.ed at this juncture, will degenerate into something which I 
dread to contem·plate. r recall the warning given by Mr. Birla 
towards the close of bis address last year from this very platform, 
and I hope that when we meet again a year hence, my successor 
will have no occasion to sound a similar note. In any case, events 
have amply proved that those who warned England in time did 
not raise false alarm. The situation can yet be saved if India 
is conceded her birthright without any further delay. Let there 
be no mistake about the unanimity of the Indian demand or its 
object. We want nothing more than Dominion Status, but noth
ing less will satisfy us. If there are to be any reservations of 
power anywhere, India's delegates to the Round Table Conference 
must be convinced that other Dominion constitutions contain 
similar provisions, ~d that every-reservation is to be subservient 
to the main purpbse of making India happy lind prosperous. 
No constitution which does not enable the Nationali.t Govern
~ent to bring about a substantia,l improvement in the present 



wretched condition of '. tlie masses will. be worth the· paper on 
which it is written. Even reservatioDll in respect of· military 
defence must not be- such as to precl~de the possibility .of tbe
people's burden being- aQjusted to .their capacity. to bear. i~ 

Given th~ substance of the freedom wbich we seek, the 'Indian 
delegation will not be a "stickler for the provisional form." Hut 
if there is a desire or attempt to ·deny the substance then I say,' 
God help both India and England. . 

You all know, gentlemen, however, since this movement ~as 
atarted by :Mahatmaji, it h..JIS attracted the attention of the wh!>le 
world. Distinguished foreign journalists from across the seas 
visited this country and watched personally the course of the 
movement. Happily for us all, the grave crisis through whiCh 
tbe nation has passed during the last year has come to an, honour
able . end. The Gandhi-Irwin' agreement hasconvince!i world 
opinion of the justness of the cause for which the cowrtry has 
been fighting, and has rallied it in. its favour. The Indian com
mercial community has stood by the just caus.e which you, Sir, 
so earnestly espoused. It may not be out of place to mention 
here that in deference to our resolution regarding our non.parti
cipation in the Round Table Conference to which I referred at 
the beginning, some of the Members of our Committee including 
an ex-President of the Federation declined with thanks the invi· 
tation of the Niceroy to the Conference. The business community -
has no doubt that you will continue the negoti8otions with the 

. same tact, firmness and perseverance which all have come to 
regard as characteristio of you, and give England every chance 
to do justice by India. We hope and pray that you will be able 
to carry world opinion with you in an the stages 'Of the Confer
ence which is about· to begin. So far as the Indian commercial 

, community is concerned, it has m80de its attitude amply clear, and 
I may repeat that we are in no way hehind any other section of 
the community in seeking the substance of Swaraj for,our country, 
so that in all domestic affairs, Indians may be masters in their 
own house. We have only to wish you and through you, our
selves the best of strength to secure for India lasting peace as a 
result of your struggle. 

I thank you all, Ladies and Gentlemen, for giving me & 

patient hearing and on behalf of you an. request Mah80tmaji to 
declare the proceedings opE'n. (Applause). 
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Mahatma. Ga.ndhi in declaring the proceedings of the Fourth 
Annual Session open, addressed the House in Hindi. The follow
ing is the condensed transla.tion of Gandhiji'a Speech:-. 

I hope the English.friends here will forgive me for address
ing you in the ~a tipnal. lan~uage. I rec~ll o~ this (Jccas~on the 
'War· Conference In Delhi which was held In thIS very hall In 1918 
and in which after some discussion with the Viceroy I consented 
to participat.l. But when I consented to do so I requested the 
Viceroy to permit me to address the Conference in Hindi or 
Hindustani. I knew therll was no need to ask for this permission, 
but courtesy required that I should do so, lest my speaking in 
Hindi should shock the .Viceroy. In this very same hall to·day 
I propose to follow the same practice. And I would suggest to 
you, members of the Federation, tbat it is yoUr duty to carryon 
your' proceedings in the national language; looking to the. fact 
that the members of the Federation are ~ll Indians and that you 
are allowing yourselves to hJ! influenced by the present national 
spirit. Whilst I was listening' to the President's address with 
attention, I wondered whether in speakfng in a foreign language 
he would succe~ in making on you and on me the impression' that 
he desired. In no other country, dependent or independent, was 
such an anomaly to be met with. In South Africa, whieh is 
a thinly -populated country, there has been a long struggle for 
precedence between English and Taal (a dialect of Dutch) with 
the result that the English colonists had to yield to the brave 
Dutch in recognising Taal as the official language ·on the ·same 
footing as English .. 

Your President has dwelt at length on the -insistence of the 
Englishmen that in any constitution which may be granted to 
India the rights of Englishmen, especially of the English com· 
mercial and mercantile firms in India, should be safeguarded, 
The Congress Itss considered this question carefully, and I should 
like to state its position. It has been said that Indian Swaraj 
will be the,rule of the majority community, i.e., the Hindus. 
There could not be a greater mistake than that. If it were to 
be true, I for one would refuse to call it Swaraj and would fight 
it· with all the strength at my command, for to me Hind Swaraj 
is the rule of all the people, is the rule of justice. Whether_ 
under that rule the ministers were Hindus or Mussalmans or 
Sikhs, and whether the legislatures were exclusively filled by the 
Hindus or Mussalmans or any other community, they would have 
to do even·handed justice. . And just 'as no community ill India 
need have any fear of Swaraj being nronopolised by any other, 



t i·,',;.r " 
even so the English should have;u,/fear. The question of safe
guards should not arise at all. Swaraj would be real Swaraj 
only when there would be no occasion !or safeguarding any such 
rights. 

Not Prejudice but Clash of CultUres 

How is it that the-insistence on equal rights by Europeans 
comes to, us with a shock of sUl'prise' How is it that it does not 
strik\l us as natural and legitimate Y The answer puts' me in 
mind of an incident in South Africa. You know that i' fought 
General Smuts in South Africa for a numbf'r of years. With 
reference to the question of race prejudice ~nd colour prejudice 
there he once told me a story which impressed 'me very much. 
"When I was about the same time as you studying in England," 
he said: "r had no race prejudice or colour prejudice against your 
people. In fact if we had known each other we should have lived 
as friends or brothers. Why ill it then that now w!l have become 
rivals, that we haye conflicting interests' It is not colour prej1J' 
dice or race prejudice, though some of our people do ignorantly' 
talk in' those terms, but there is onit thing, which I 'Want you to 
recognise. It is this. I may have no racial legislation, but how 
will you solve the difficulty about the fundamental difference 
between our cultures' Let' alone the question of superiority, 
there is no doubt but that your civilisation is different from ours. 
Ours must not be overwhelmed by yours. . That is why' W," have 
to go in for legislation which must in. effect put disabilities on 
you." I understood whllt he said and' recognised that wc could 
not have any other standard there. i: also appreciated, the fear 
of being swamped in these days of swift comm.unications. If. 
therefore, we wanted to live in South Africa, I said to myself, 'We 
must adopt their standard of life, so loug as it was not against. 
morality. • . 

Let us try to understand the genesis of this talk of equal 
rights in the light of wbat I have said. With all deference I 
would tell the EnglisIlmen that at the back of their insistence i'l 
their msistence on living their standard and civilisation. Therc 
is a wille gulf between our way of life and that of the Vic('roy 
llOwevcr good he may be. Our people, when they go abroad, 
adopt tho manners antI customs of those countries, but shed them 
as soon as they oome back home. and if they retain them 
tl,ey become stranme=' It isa merey that the Western 
way of life has not yet taken' deep root in our country. But the 
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fear at the back of the Indiart.",.,il'ind is lest he should be swamped 
by the onrush of Western ci',ilisation. In this problem I invite 
the help of all Englishmen who, if. they choose, to stay here, must 
live in conformity with our way of life and as the servants of our 
country. The same cause has been at the root of the clash be
tween the ,phinese and the ,~urop~ans and the Chinese and 
Americans. I want our English friends to understand what I 
am saying. The whole trouble arises out of the Englishman's 
inSistence on living acc~rding to his Western way of life and 
according to Western standards. I am quite aware that our 
civilisation has its blemishes,-untouchability is an indelible stain 
on Hinduism and I have called it satanic,-but I do not want to 
give Hindnism. up, for the sunple reason that I was born and bred' 
in it. I would' purge it of its blemishes. If then we contemplate 
examining so·called vested rights 'in the light of India's interest, 
it is not because of racial prejudice but because of vital necessity., 
Their vested rights may not smother nascent indigenous enterprise. 

Merchants and Congress 

Your President has paid, a tribute to the Congress, and sug
gested ,that the Congress should confer with commercial experts 
in' economic matters. I welcome the suggestion. The Congress 
\vould always bc glad of your advice and help. I may tell you 

, that the Congress does not belong to any particular group of 
men; it belongs to all, but the protection of the poor peasantry, 
which formS the . bulk of the population, must be its primary 
interest; The Congress must, therefore, truly represent the poor. 
But that does not mean that all other classes':'-'the middle classes, 
the capitalist or Zamindar--must go under. All that' it aims at 
is that all other classes must subserve the interest Ilf the poor, 
The Congress stands for the industrial prosperity and progress of 
India: The industrial classes are slowly coming within the Con
gress fold. During the past year they rendered it help for which 
we cannot be too grateful. In fact your invitation ,to me to 
address you is not due to my name, but because I am a humble 
servant of the Congress and representative of Daridranarayan. I 
cannot forget the services rendered by the commercial classes, 
but I want you to go a step further. I want you to make the 
Congress your own and we would willingly surrender the reins 
to you. The work can be better done by you. But if you decide 
to assume the reins, you can do so, only on one condition. You 
should' regard yourselves as trustees and servants of the poor. 
your commerce must be ,regulated for the benefit of the toiling 
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millions; or, asPandit l'llalaviya would pu:~\ It, you must be ~atis. 
fled ,with earning the 'pure cowrie,' i.e" anL~,~st penny. I do 
not f~r a moment believe that cOllllllercial prospeTi!y!s\incom. 
patible with" strict honesty. I know businessmen whO." are 
absolutely honest and scrupulous in their dealings. 'It is thus 
easily open to you. t6 take charge of' the Congress. You know 
that there is no constitution mar,e dem'ocratic thm the Congress 
constitution, it has worked for ten' years without a hitch. It is 
based practically on adult suffrage. 

If we want your co·operation in' our task, I 'want that dI the 
Englishmen too. I want to remind them of the servic", rendered 
to the Congress in the past by distingUished Englishmen and 
Englishwomen like Hum~ Yule, Wedderburn, and Dr., Besant. 
In fact the Congress owe.~ its birth to 'the genius of a ,large· 
helH"ted Englishman. And I wimt Englishmen now to join us in 
our work of serving 'the poor. It is entirely a matter of good
will, a matter of the heart. Give your he.art to the poor of India. 
In conclusion I repeat that the' Congress seeks to represent all. 
Our nationalism can be no peril to otl)er nations, inasmuch as we 
will exploit none just as we will allow none to 'exploit: us. 
Through Swaraj we would serve the whole world. In this task 
I invite your greater co.operation SO that .. civil disobedience may: 
not have t9 be resumed. Witl).. your material and intellectual 
eo.operation heartily rendered, our demand for Swaraj would be 
absolutely irqesistible. 

Mr. G. D. Birla while moving a vote of thanks to Mahatma 
Gandhi, said that or~ginally the oon<lUr was' reserved for Sir 
Purshotamdas, but since Gllndhiji wan1jed, speeches in Hindi the 
fortunate duty had fallen on hinl. (Cheers, and laughter). 

He assured Mahatrilaji that the whole merchant community 
was full of devotion .for him. They worshipped him from the 
core of t4eir hearts. (Cheers). 

Merchants had been taking a silent part in the Congress; they 
could not take more active part as unfortunately merchants were 
suspec~oo and labplled as "Capitalists.".. " 

"We shall continue, to do our bit, but we do not seek office 
or honour because service and not bonour is our motto." (Cheers). 

Mr. 'Birla assured that ili.t'y shall contiriue to offer their whole-
beartpd support to the Congress. ' 

2 
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"0)11' brain and ~iir heart is with the Congress if not our 
body." ~ (Cheersj.._ .. t 

~, . -" •.. "/,,"., . 
", . :Mr. Birla then referred to the circumstances under which the 
Co'mmittee of Federation thought it advisable to publish a bro
chure giving facts and figures in ·connection with the management 
of India's currency frdm 1914 up to date. The book has been 
specially written by Mr. Paras Nath Sinha, B.A., LL.B., at the 
requ.est of the Committee of the Federation. He requested the 
President to present an illuminated copy of the publication to 
Mahatma' Gandhi. 

The President, Lala Shri Ram, presented to Mahatma Gandhi 
an illuminated copy of the publication" Indian Currency and 
Exchange, 1914-1930." 

The Conference stood adjourned tn 2-30 p.m. in the afternoon . 

• 
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AFTERNOON PItOCEEDlNaS

Tue,sday, 'itk April i931. 

2·30 p.",. 
Government Members present: 

The Hon'ble Sir George Rainy; l{.C.S.J.; K..C.i.E., 

, The Hon 'ble Khan 'Bahadur' Mian Sir Fazl-i-Hus~in, K.C.I.E., 
Kt. 

The Hon'ble Sir l<'rank, Noyce, Kt., C.S.I., C.B.E., Secre. 
tary to the Government of India, Department of Educ,lltion, 
Health and Lands. 

Sir Chunilal V.Mehta, ,(Iridian Merchant.s' Chamber, 
Bombay) :-Gentlemen, I move that, in the unavoidable absence 
of Lala Shri Ram, Mr. G. D. Birla take the Chair. 

'llhe HQuse unanimously agreed to' the proposition.' 

Mr. BirIa thereupon took the .Chair. 

The Chairman: (Mr. ,G. D. Birla):"':"Befo~ 1 call upon Mr. 
Walchand Hirachand to move Resolution No.3 about agricultural 
produce, I should like to express on your behalf our regret to the 
Honourable Sir George Rainy and the other Government Members, 
whom we asked to come here at 2 p.m. and who have been waiting 
for us on account of, our not having come here punctually. I do 
not think I can put forward any- excuse. It was unavoidable but 
that is nei consolation to them.· All the same I hope Sir George 
Rainy and the other Government Members will accept our regrets. 
I would now ask Mr. Walchand Hirachand to move his Resolution. 

Mr. It. K.Sidhwa (Karachi Indiaa Merchants' Association): 
I rise on a point of information before the business starts. I want 
to know whether the Resolutions which have been sent by the 
variQus member-bodies will be allowed to be taken up although 
they are not on the agenda.' Last time a similar question had 
ari.en and you stated, Sir, that they would be taken up after 
the business on the agenda was over. A similar question arises 
to.day. I find that several Resolutions which were sent by the 
"ariou8 member-bodies have not been inserted in the agenda. 
although many, of' them are very i.mportant. I should ,therefore 
like to know what will he tJ:e actual procedure of the business. 
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The Chairman: The procedure in this case' has been that all 
the Resolutions were put before the Committee and they decided 
that we should take only the _ very important subjects. In view 
of the polilical situation this year we thought we should tak~ 
only general. Resolutions which were of· very vital importance 
and leave· over such Resolutions which were more concerned with 

_ details or .of local importance only. Anyhow that has been the 
view of the Gommittee, and therefore we decided to take only 
six or seven- important Resolutions. If it is the desire of the 
House that· after we conclude our work other· Resolutions not on 
ordinary agenda should be taken· up, I think the matter. might be 
considered,but I do not want to commit myself one way or the 
other, for I think -that Ilt this stage it is essential that we should 
proceed with the work on the agenda. I therefore call upon 
Mr. Walchand Hirachand to move Resolution No. 3; 

AGRICUVfURAL PRODUCE 

,Mr. Walchand Hirachand (Maharashtra Chamber of Com
merce, Bombay): Mr. President and brother delegate", the 
Resolution in which I am interested runs as follows:-

.. (A) The Federation views with alarm the abnormal depres
sion brought about by unprecedented fall iii the prices of 
agricultural produce specially wheat, cotton, groundnuts, jute, 
etc., and wh!Ie noting the Government's action in reducing Rail, 
Freight Rates on wheat in certain cases deplorej\ the general 
apathy in giving immediate relief to the agricultural population 

. of the country. 
, I 

(B) (i) The Federation suggests for the acceptance of the 
Government of India substantial reduction in the Railway 
freight' on agricultUl1'al produce which would also result 
in stimulating greater volume of trade. 

(ii) The Federation expresses gratification at the recent 
imposition of the import duty on wheat even though it 
is a very tardy step in that direction bearing in mind 
that the price of wheat in the market centres up country 
had declined to under·cost of cultivation about a year 
back. 

(iii) The Federation Buggests similar import duty on or 
prohibition of impart of rice from foreign countries. 
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(0) T)1e Federation. further Urges upo~ the Government. ~f 
India the necessity of revismg the Llmd Revenue Policy with. a 
villW to alford adequate relief to agriculturists in case of such 
unpreoedented slump in p~ces." 

The Resolution which I have to place before ·the Federation 
for their consideration deals with an urgent and importaJlt 
economic problem that affects the welfare of the millions. of this 
country ar,td merits immediate consideration a~d quick solution 
at the hands of the Government. I need not dwell at lengtq on 
the hea~ and unprecedented fall in general pri~es, of agricu1-, 
tural produce during the last year and a quarter, which is 
est'imated at about 35 to 40 per cent., and ..bas caused a severe' 
depr~ssion all over the land. The generll-l level of prices of 
agricultural produce last year, or rather a year and a quarter 
ago, was nearly 50 per eent. higher than during the current year 
and this. will convey some idea of the unusual and heavy losses 
suffered by the cultivator) 

Tllis was arrived at on more or lcss what one can call prices 
at ports. But if you take the farm' prices, prices actually accru
ing to the agriculturist before the produce is removed, the 
percentage will he still bigger because of ~ertain standing char
ges, such as railway freights or'in ilie ~ase of cotton, ginning and 
pressing and other charges. I do not desire to dilate on the causes 
of this severe fall in pricl's lind hoW far it is due to world factors 
and how far to the monetary policy of the Government of India. 
But 'even conceding that agriculturists all the world over- are' 
also suffering, that is· "'-0 argument for refusing relief t~ the 
Indian farmer whose poverty and lack of staying power are too 
well known to need any emphasis. 

There is therefore no denying the acute di~tress in which the 
Iudian agriculturist finds hilll&elf to-daY for no fault of.. his own 
and owing to forces over which he has practically no control. It 
is consequently impera~"e to devise and adopt adequate mea
sures of relief. But ·it is regrettable that the Government of India 
except in the case of wheat and obe 'or two minor items, probably 
cotton st't'ds' and groundnuts' and one Or two other small items, 
h8"e l't'U\8ined apathetic and indifferent towards the entil'<\ 
question of Nolief tb agricultural int~rests. WIlen the questioll of 
industrial ad"ancement is under considt'fation and we demand 
protecti\'e measures, we are told hy the Go\'ernment and by our 
friends in the British commercial community that mdia is a 
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predominantly agricultural country and must concentrate on 
agricultural development. If we start any industrial enterpri.c 
which happens to conflict with alien vested interests, those 
interests raise the cry of "back to the land" and ask us to 
develop only our agricultural resources. But here we are in a 
position where. even our agricultural industry is being bard hit 
by foreign competition and world depression and the Govern· 
ment do not see their way to safeguard the agricultural interests .. 
We have all .these years been asked to produce food grains and 
raw materials and rely on other nations and particularly England 
for the supply of finished products and manufactured goods. 
But if even our agriculture is to be ruined; we shall have nothing 
to fall back· on and even Mr. Churchill and Lord Rothermere will 
not be able to sell goods to a resourceless India, from Lancashire 
ot· Birmingham. I know the Government will point to the Agricul
tural Commission and the l\.gricultural Research Council as 
evidence of 'their goodwill towards -agricultural interests. But 
the establishment of the Research Council is even a more tardy 
and ina.'lcquate step fo~ tlul development of agriculture than is 
the ~stablishment of "Duffcrin" as a step for promoting an Indian 
Mercantile Marine. It is therefore all the more necessary for the 
Government to take immediate measures of relief when agricul
ture is in the grip' of a grave anti abnormal depression. 

The resolution before you suggests several methods of 
affording relief to the agricul1ural interests. I do not wish to 
deal here to-day with the qu~stion of revisin~ the land revenue 
policy of the Government, because land revenue·' is a provincial 
subject and it is more appropriate to tn~lde it in the different 
prov~nces according _to. their peculiar condiUons. As regards 
the method of prohibiting all such agricultural produce as is 
grown in the country, the -principle has only recently been 
accepted by the Government of India in the case of wbeat. If I 
had the powers of persuasion and pressure which were so success
ful in inducing the Government to adopt the reduc~ion of railway 
ra:tes on wheat and impose an import duty on wheat, I would 
utilise them in the case of other commodities and other provinces. 
The forces working in this in.fance ,~ere SO pel"snllsive and 
powerful that they were able to alter the whole view·point of 
the Government of India, the arguments and perhaps even the 
figurt's. of the _Central Governlt'ent, "0 that wh,at would have 
otherWIse appeared to the Government 8 revolnhonary me/lsure 
introducing a ne", principle appeared II plain busines..like propo
sition and the menace of a deficit gisappeared in the air. I wish 
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howevcr the Government were similarly accommodating in oth~r 
respects also and trust they will see their way to adopt a similar 
policy whenever necessary in o~der to protect ~ricultural ini&: 
re~ts. 

The most important method _of relief suggested in the resolu
tion is by reduction in railway rates of freights. The railway 
tate.. are ~en~rally the samE' to-day as they were fifte!!n months 
back and with the enMmous ~lump in prices their incidence on 
the present cost of agricultural produce is very heavy. I need 
not point out that railway rates constitute a. kind of tax OD, the 
commodities tra.nsported and it is" not equitable that such. low
priced agricultural produce as rice, wheat, grains, etc., which are 
in most eases necessities of life" should bear such a heavy burden. 
It is therefore necessary to reduce the railway freights on agri
cultural produce in order to give relief to the agriculturists who 
form the vast majority of the population of this country. The 
reduction to be ell'C!lted, if it is to be useful, should not be small 
but must be really substantial," say about 45, to 50 per cent. on 
almost aJl agricultural produce- in the country. This might " 
appear drastic but as the fall in relative prices is nea.rly equiva.' 
lent to the reduction I have suggested and in order to be really 
ell'ective so as to COpel with this fall, the redu!ltions should 
also be large. Moreover, the Government have themselves accepted 
the principle by reducing the freight rate on wheat by 50 per" 
ct'nt. Besides," the entire benefit of "Buch" reduction will pass on -
to the cultivator who will gain not only on produee directly 
exported but on the entire produce since export prices determine 
the internal prices of the commodities. According to the figures 
.of 1928-29;t-later figuns haV\l ndt been available: to me from 
Railway Administration Reports.-this reduction of about 
50 per cent would amount approximately to bt-tween 10% crores 
and 11 crores of rupees but the total SBvingto the "agricultural 
community would be many times more. In calculating the 
probable rt'duction, howevl'r, I have not taken into account the 
likely increase in traffic du& to rednctiOD in rates which is a 
reeoguist'd _ maxim of the economies of transport and has been 
more than once proved in practice. I feel certain that the reduc
tion in rates will stimulate traffic and the actnal deficit of the 
Gonrnmpnt might turn out to be somewbat)ess than anticipated_ 
As the distress is very acute and widespread, I would suggest 

- that the proposed reduction should be .. ffeett'd at tbe latest by"" 
nl'xt August or September, when the agriculturist begins to think. 
of moving or seUin, Ilia 0f'0pB, also beoeuse there might bo IiOIIlP 
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technical difficulties as regards giving notice to the various 
interests concerned including the Company-managed Railways or 
other tecbnical difficulties_ 

I do not deny that' there might be some practical difficnJt.ies 
in working out a general policy of, reduction in freight rates. 
But I do not for a moment consider that such difficulties are 
insuperable, once the Government decide to adopt such a pro
gramme ,of- relief .• If they agree to the fundamental principle, 
the details regarding the actual working out of the policy could 
be settled in consultation with the Indian commercial community. 
It might be asked how the deficit so caused is intended to be 
met ,'I think the .proper time to put that question will be when 
the Government express their desire that they lire prepared to 
afford this relief by this particular method. Then, I presrune, th~ 
F'ederation will be very glad to sit togther with the Government 
anll go into the details as-to how the deficit so' ean~ed in the 
t.ailway undertaking can be met or subst~tutes found. 

With these words, GentlemtD, I commend my Resolution for, 
:<'Our unanimous acceptance. 

The Chairman: Gentlemen, before I call 'upon !\Ir, .Sarker to 
second the Resolution, may I suggest that, as we have got three 
Resolutions to.day to dispose oft' and have got abont 15 speakers, 
I would suggest with your approval that the MMer should not 
~ake more than 12 minutes., _ thc seconder not more than 7 or 8 
minut~ and the supporter not more than 5 minutes. If this was 
done, I think we will be able to dispose oft' our work within the 

, specified time. ~fay I inquire if that suggestion meets with your 
approva17 

The House agreed to the snggestion. 

Mr. Nalini Ranjan Sa~ker (Bengal National Chamber of 
Cominerce): Sir, I ri~ -to second the Resolution which has been 
so ahly moved by our esteemed friend, ~rr. Walchand Hiraehand. 
I do not think I should take much of your time by entering into' 
the minutest details regarding the incidence of the present acnte 
depression brought about by the severe fall in the prices of
agricultural products. _ I should rat'her content myself by attempt. 
ing to draw your attention to some salient facts, which will 
enable you to form a fairly accurate idea of the crisis in India 
in comparison with other countries. The e~tetlt (If lUIemployment 
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in the industrial countries t;>f Europe and America is often refer· 
red to as a proof that the eeonomill situation in India is in a sense 
bett~r than 'in other countries. ;But such. a comparison, thougJi 
it may he correct ~ith ~efe~ence to a particular aspect of the 
problem, cannot be applicable t6 Indian conditions.' In agdcul
tura! countries like India the question of industrial unemployment. 
is comparatively less important and does not constitute a true index 
to the intensity of the economic' crisis but the situation is never· 
theless extremely grave 'OWU!g to' tM heavy decline in the 
purcha~ing power of the bulk of the' people who' al'p' dependent 
on ugricuIture. It may be true. ·that the present depression lias 
affected almCll't aU the countries of the world but it ·has particu
larly hit hard those countries which depend mostly on a!!ricultural 
produce. When we ,remember. that more than 72 per cent of our 
populati~n are supported by agriculture and we. also take into 
account the fact that the normal value, of' the export 'of our 
agricultural products exceeds 60 per cent of the value of our 
total export trade, the gravity of the .ituation becomes palpable. 
I may' qraw your attention for this purpose to the comparative 
price indices of various countries to show that the prices in India 
have declined more lieavily than elsewhere in recent 'Years.' 

. Between September 1929 and October 1930, the qaleutta Wbole. 
sale Price Index bad fallen by 25 per cent. ·as. compared witb a 
decline of 17 per cent in the United Kingdom, 15 per cent in the 
U.S.A., 16 per 'cent in Canada and 20Y2 per cent in Australia. 
The percentage of the decline of prices in India will be found 
to be higher still if tbe index number be taken separatcly on the 
basis of exported and imported articles of this country. It will 
be observed from such sepatat~ estimates that the fall in prices 
of exported articles in December 1930 as ~ompared with Septem
ber 1929 was so high as 36 per cent Rgainst a decline of 16 per cent 
in the prices of imported articles. The comparison of these two 
separate intlelt . numbers will enable' you fo obtain an idea. about 
the effect of the slump on Indian agricultural interests. It will 
be seen that while on'the one hand the prices of agricultural 
products, which constitute the bulk of Indian exports, have 
seriously declined, far in excess of other countries, the agricul. 
turists in India have . sutrel'('d doubly on' account of the 
comparatively hi!!her prices of articles imported in this country 
to be consumed by jhe mass of cultivators. In fact, the net result 
of the price changes in recent years has been an alarming shrink
age of the purchasing power of ·the cultivators. This is amply 
l.orne out by a scrutiny III the price fluctuations of staple comm!'
dilie. like wheat, oilseeds, cotton and jute reeording a decline of 
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47. 43, 53, and 50 per cent., respectively between September 1929 
and March 1930, against a 36 per cent computed on the prices 
of all kinds of exported articles taken together. The index of prices 
alone, recording as they do an 81arming fall of the purchasing 
power of the agriculturists, probably does not sufficiently reveal 
the woes and 'miseries of the hapless cultivators. For that I may 
refer to the depressed condition of the jute trade in Bengal to 
gh'e you some idea (}f the terrible consequences of the present 
slump. I presume you are aware that this single crop in the 
province constitutes the strongest economic support of the Bengal 
peasantry who rely on the annual sale proceeds of the particular 
crop to meet their revenue demands, their daily expenses as also 
the payment of the interest charges on their accumulated debt. 
It may even be true to say that this particular crop alone as 
determining "the economic condition of the CUltivators, affects 
!indirectly the economic life (}f even the bulk of the non-agricul. 
tural population of the province including" those belonging to the, 
commercial community imd learned professions like law and 
medicine. 

Even if it be conceded that the present economic plight in 
India has been to a large extent caused by world depresRinn, it' 
must be emphMised t}1at this distress is also dne to some factors 
of an absolutely local choracter, namely the disorganised condition 
of the cliltivators in India, and the apathy of the Government 
towards the interests of the agriculturists. While in other COUll' 
tries, particularly in the U. S. A., Canada and Brazil, the Govern
ments have 'adopted ~pecial measures to mitigate the effects of 
the slump, the Government in this country have persistently 
maintained an attitude of hesitancy and a policy of indecision 
'regarding the course of action they should follow to find a solution' 
of the problem facing them. They have' even .sought to justify 
their inaction on the ground that the measures adopted in other 
countries and particularly: the schemes of restriction were not 
crowned with success and that similar experiments in this country 
might prove disastrolls. Whatever may be the case with' other 
commodities, I am confident that the adoption of a scheme of 
restriction at I .. ast in the case of jut~ might ha\,(' justified itself 
on account of some special ~,onsiderat,ions. The monopoly condi· 
tion of the supply! of jute, the comparative inelasticity of demand. 
the short range of variations" in the yi~ld p~r acre and tile 
variability of the acreage under jute for growing alternate crops, 
constitute a unique comhination of tile conditions which are 
essential for the S11ceess of a restriction scheme. t have elaborately 
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dwelt on these points on ~everal occasions and I n~~d not repeat 
them here, The Honourable the Finance Member of t.he Govern
ment of India iii in possession of all facts relating thereto. But 

- the appeals made on this -score to the Central as. well flS the 
Provincial Governments .for initiating a scheme of restriction 
with nece'!S8J'Y financial help, enabling the cultivators to hold on 
their stock of jute, han so far gone "unheeded. ' 

J n the' absence of any Government supp'ort the prod.,ucers 
were far too disorganised and helpless to, be able to prot~ct 
th~mselvcs by exe~cising any control over supply. The iJmpecu
niona condition Qf th~ cultivators, their heavy demand for cash 
to meet their sundry demands as well as tb,~ lack of any financial 
facilities mad!' it impossiLle for them to strike a good bargain 
with the organised groups of !Juyers consisting of the, formidable 
and resourceful mills and shippers. Naturally the market was 
extremely demorali!'ed and the fibre at some of the primary markets 
was sold at even less than half the cost of production. 

To protect the cultivatorR f,rom this, woeful condition I 
proposed, as a permanent measure, the constitution of a body on 
the model of the Institute of the Permanent Defence nf Coffee in 
Brazil providing facilities for marketing, warehousing, financing 
and movement of crops from the producing centres to the port~ 
Such facilities by enabling the oultivators' to hold on their crop 
might prevent the heavy stocks of bumper yeal']! from unduly 
depressing prices. The Goyernment have since proposed to set 
up a Central Jut.e Committee but they ha~ sought only to yest 
it with certain innocuoUs functions connected primarily with 
research and dissemination of statistical intelligence. _ 

Such 'half-hearted response to our insistent demands unmis
takably points to the lack of a national economic policy. An 
attitude actuated bi such a policy Should, I feel SUIlC. result in 
quick and effectiYe measures. I haye often thought that the 
periodical troubles like the present 'depression affecting in vary
ing degrees the interests of various agricultural commod,ities 
even tllough they are sometimes the result of causes beyond the 
conb'ol of the Government, could nevertheless be mitigated to 
some extent at least, if the actions of the Government were 
always Ifuided by wbat might be called 'National Economic 
Policy.' The demands embodied in the Resolution put before you 
are in eonsonanee with sueh a policy which is absolutely necessary 
to save our agricultural interests at tbis critical moment, 
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With these observations, - I accord my support to the 
Resolution. 

The Chairman: Before I call upon Mr. Ramdas Pantulu to 
speak. on -this' Resolution, I wish to say a few words about the 
various amendments which I have received on the Resolutions. 
I personally think that ordinarily no amendments should be 
moved at the eleventh hOllr. Before the Resolutions were put 
into the final shape, they were circulated to all the Member 
bodieS' and suggestions on these Resolutions were jnvited and 
after we received suggestions, the Committee again finally revised 
all the Resolutions in the light of those suggestions. I think that 
after sifting these Resolutions in such a manner,. it would not be 
fair ,to this Federation at this eleventh he,ur 'that more amendments 
should be suggested. Therefore I would ask those gentlemen who 
have sent in notices of various amendments not to insist on their 
being moved. There. is also another objection to these amend
ments. Some of these Resolutions are meant for the Government 
and the Honourable Members of the Government arc expectcd to 
givE' tileir reply to' the Resolutions whi~h are Eent to them long 
before we start discussion -here. In fact some of Resolutions have 
to be sent long before the date of the session of the Federation 
and if we spring on the Government Members suddenly new 
amendments for which they are not ready, naturally they will 
object. It would not be fair to them that we should spring any 
new amendments at this stage and I hope the House will help 
me in .ecing that no new amendments are insisted upon at this 
stage. 

Mr. Sodhbans (Indian Chamher of Commerce, Lahore): 
Mr. Chairman, the amendment- of which J nave given notice i~ a 
very small amendment. Moreover the Resolution which was 
originally circulated to the Mpmbers was different, from the one 
which has just now been placed before the House. TIlP. Resolu· 
tion, in a quite different form, was circulated to ILq and- the 
Resolution now placed in our han:ds is absolutely different. 
Therefore, I fcel that I am justified in moving this amendment. 

The Chairman: May I 'inform the Honourabl/3:, M~mber that 
before the Resolutions were put in their final shape, they were 
sent to his constituency and we got no sugges~ions of the kind 
which Mr. Sodhbans is now suggesting. I do not think it is fair 
to ,other Members that you should on your own responsibility, 
without consulting other members, of your constituency, sugg~st 
this amendment. It has not been suggested by your constituency, 



Besides, the. Resolution that we are now disc~sing relates to 
agricultural products, but you want to add after the word 
, agriculture,' the words 'manufactured ~r otherwise.' 

Mr. S"odhbans: MayI speak only a few ,!,ords on this amenl!· 
me'nt. After speaking, I will withdraw the amendment. As, far as 
the Punjab is concel'oed, my am,endment is .absolutely necessary, 
and therefore I.suggcst that the words. I,have mentioned should 
be put in. 

The Chairman:' I am afraid I cannot accept this amendment 
because that alters the whole sense of the Resolution. We are 
discussing agricultural products, but. you want -to add after 
'agricultural products,' the woi'ds 'manufactured. or otherwise.' 
That. alters the whole sense of the Resolngon. Weare discussing 
about agricultural products and not about .manufactured products. 
So I hope Mr. Sodhbans will not insist on 'his amendment. In 
any case, 1 am not prepared to accept this amendm~nt. 

Mr. Sidhwa: I rise to a point of order. You, Mr. Chairman, 
have given a particular decision on a matter of grave importance. 

- You" have barred this amendment. I should like t.o know whether 
you intend barring all other amendment& on other Resolutions as 
well .• As 'far as I understand, it is the prerogative of every 
Member of tho Federation to submit any amendments he likes 
when he has to vote on the Resolutions that are placed before us 
for consider~ tion. Ir you shut out all amendments, I feel that you 
'will be creating a very bad precedent. 

The Chairman: I will have to consider every amendment on 
its own merits. I am not prepared to say whether I will accept 
any amendment or not i,n future. I ~ill have to consider every 
amendment on its own merits bef.ore I allow it. But generally, 1 
should not like to accept any new amendment. 

Mr. Sidhwa: May I ask you, Mr. Chairman, under what rule 
of the Constitution you propose to shut out amendments. As far 
as the ordinary constitution of the Federation goes, I understand 
that ,any amendment is allowed to the Resolution that comes 
b~fore the Federation for its consideration. It is np to this House 
to accept the amendment or to r~ject it. But you now' rule that 
you would not like to accept any amendment. I should like to 
know under what rule you are thus absolutely shutting, out all 
amilndments. 

The Chairman: I may assure you, ?Ir.' Sidhwa that every 
amendment will be considered on its own merits. But when an 



amendment is put forwara, just as' the present one, which is 
absolutely agaillllt the sense of the Resolution itself, then certainly 
I would not accept it. Then, there might be other considerations 
for ruling out an amendment. If you want to help the Chair, 
you must be content, to accept thie ruling that the .Chair has given 
that no amendments should be accepted. Otherwise it would be 
impossible for the House to carryon all the business which is set 
-down in the agenda. We have to finish our business in three days. 
We had nearly 80 Resolutions and out of them we have sifted 
eight Resolutions. If larger number" of amendments are moved to 
any of these Resolutions, then I am afraid,. we' will have to conti. 
nue our session like the Legislative Assembiy, may be till the end 
of June or July. I do not think any of you -woula like such a 
prospect. I think let us proceed with our work. 

Mr. V. Ramdas Pantulu (Southern India Chamber of Com· 
merce), Mr. President, and Brother Delega~es, in the short time 
that is allowed to me, I shall confine my remarks entirely to 
~lause (e) of the Resolution which runs as follows: 

"The Federation further urges upon the Government of India 
the necessity of revising the Land Revenue Policy with 
a view to alrord adequate relief to agriculturists in case 
of such unprecedented slump in prices." 

The Mover of the Resolution has pointed out that land reyenue 
is now a provincial subject, though not a transferred subject and 
that it rested with the provinces to take action. But in doing so, 
I am afraid he lost sight of a yery important,factor, namely the 
place which the Government of India takes ·in shaping land 
revenue policy of India as a whole. The members of this House are 
aware that land revenue is the only tax which is levied by the 
executive in this country without the sanction of the legislature, 
and it is most unprecedented in a system of taxation. This grave' 
defect in the Indian land revenue system was prominently brought 
out by the Joint Parlia.mentary Committee more than a decade 
ago and that Committee recommended to the Government of India 
and to the Provincial Governments to place the Land Revenue 
system on a legislative basis in this country. Though 12 years 
have elapsed since that .recommendation was made' only two or 
three Provinces have passed legislation dealing with land reyenue. 
From my Province, I understand two Bills were sent and the 
Government of India did not see their way to give their sanction 
to the introduction of either of those two Bills in the Provincial 
legislatures. Therefore a very heavy and grave responsibility 
rests on the shoulders of the Government of India in this matter 



K a1 ) 

_ _ ~ feel that the framers of the Resolution have worded it 
correctly in asking the Government of India to revise their land 
revenue policy. Therefore, it is more thl) centre that is responsible, 
I understand, than the Provin.e,es for. the perpetuation of' the 

, chaos in the land'revenue system of this country. 63 per cent of 
land in this cr ' ~try i. held directly under the Government under 
the raiyatwari settlement and about. 47 per cent is held under the 
landholders. Therefore Government is the biggest landholder in 
this country and it levies itS land revenue as a rack:renting land
lord does, having an eye on .the enhancement of his rent at each 
settlement. For a long time. we were assured that the Settlement 
Qfficers who conduct these operations were actuated entirely by 
motives operating in the interests of the poor agric:nlturists of 
this country. for whom the Government of Incpa always profess 
the greatest love, and we were told that any non-official criticism 
of it was entirely ill-informed, baseless and utterly unworthy even 
of consideration. But in more than one province it has now been 
demonstrated to the hilt that the settlement officers, however' 
sound their hearts may be, are not infallible men. At the time 
of the Bardoli no-tax campaign the people were assured that the 
taxes were absolutely justifiable, that the economic position of the 
cultivator was so good that he could bear the burden, and that 
the agitation was, due to misguided political fanatics. But an 
impartial committee set up. by the Government of Bombay itself 
showed that these allegations were not true,. and the report of 
that committee which is now available shoWB 'that the settlement 
officer is not au infallible person and that the Government's data 
regarding the economic position of the ryot and his capacity to 
bear the burden are not the last words on the subject. In my 
own province the two important deltaic districts which give the 
largest revenue to the Madras Government, the two Godavaris 
and the Kistna districts were under resettlement recently, and 
in what is called the Scheme Report of the. Settlement Officer it 
was shown what enhancement the people can bear. An economic 
survey of the districts was made, and the indebtedness and other 
condit.ions of the ryots were ascertained by the Settlement 
Officers in that connection. Their data were challenged verI 
emphatically and vehemently by people who knew the conditions 
of the districts; the rep~t8tiyes of the districts in the Local 
Legislature brought up the subject before the Council The Govern
meut set up .. non-official committ~ to go into it; it was presided 
oYer by' au ex-Minister aud 8 distinguished Engineer and a 
Government pensionl'r, Diwan Bahadur Arogyaswsmi Mudaliar. 
He ,dth six colleagues of his in the Council made an exhaustive 
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i),lquiry and dispro"ed many facts which the Scheme Report 
containei!. That is before the Legislative Council now and I 
suppose it will come up very soon for examination. The times 
art!' now gone by when the 'reports • of settlement officers were 
cOI\Sidered to be sacrosanct and the last words' on the capacity of 
the people to bear enhanced taxation. Therefore I tbink this 
executive action of levying at each settlement what the Govern· 
ment likes from the people must cease, and the Government of 
India must bear its full responsibility for having held up legislative 
schcmes to regulate levy of l~nd revenue for a decade, which the 
Joint Parliamentary Committee very strongly' recommended for 
immediate action by' Government. 

There, are just one or two other matters to which I would 
like to refer before I sit down. The method of levying the land 
revenue in' this country is very inelastic and it takes no note of 
the vicissitudes- of the.seasons or the agriculturists' distress. No 
doubt in some places some remissions sre given on the recommend
ation& of the local officers bnt there is notb.ing like a regular 
policy in this matter. In Madras, for instance, our chief mOney 
crops, ground·nut and eotton, are down by 50 per cent in prices 
and rice and tobacco by 40 per cent, and therefore the agricul· 
turist has 'nothing to pay the land revenue from. The cost of 
production is I think just as much as, if not a little more than, 

. the price which' these products now fetch, and therefore he has 
nothing left: I myself have gone to some localities to collect the 
dues of the Co.operative Central Banks. I was told, .. Sir. we 
are prepared to give our produce to you; you ask your men to 
take the produce, store it and sell it when they like. We cannot 
pay any money." Co·operative Societies have taken cocoa-nuts 
in Godavari districts and grolwd-nuts in Anantapur district. They 
have stored and sold them and credited the price towards the 
loans. I am not asking Government now to revise its cash rent 
poli~y and take revenne in kind instead of in cash, but I am 
asking th~m to consider the great hardships of the agriculturists 
in being asked to pay land revenue which was assessed under 
conditions which· were wholly, different from those that prevail 
to·day. Any Government which has got the good of the agricul. 
turists at heart ought to make some adjustment in these matters. 

There is one other thing which the Government can do. It 
fixes its instalments in such a way as to oblige the agriculturists 
to dnmp their produce on the market all at the same time and 
thus th,ere is a natural tendency to' bring down the prices. 
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Therefore there must' be, as the Punjab Bl!nking Inquiry Com. 
mittee has su~gested, some elasticity, in spreading over the 
instalments in such a way as not to compel' the agriculturists t~ 
dump their produce all at 'once 'on the market. There are various 
other waye in which the Government can help the agriculturists 
if they wish to, and I hope a Resolution of this House will induce 
them to look into the matter more sympathetically than they have 
hitherto done. ' 

There is just one other matter which I will deal with. With 
regard to the lJlany facilities which Mr. Walchand Hirachand has 
rightly asked for, there are one or two which I would also mention. 
Very often it is said that the agricultural ind'ustry should he 
supplemented by some subsidiary industries and the agriculturist 
must be made to earn something more than what he can get from 
the land. But unless the present Government policy and the 
Railway policy are also changed, there is hardly any scope for 
agriculturists earning anything by subsidiary occupations. Take 
oil·milling for instance. I do not know how it is in other parts, 
but in my own province the freight for sending oil seeds like 
ground.nuts and castor seeds, ,etc., to ports' like 
Cali cut, Cuddalore and Madras and other places are much cheaper 
hi. order to encourage their export outside India than they are 
for movement in the interior. Therefore oil-milling is distinctly 
discouraged by differential freights which are more favou1'8ble to 
export than for internal consumptioB. Then you ask the agricul· 
turist to improve his dairy industry. How can he do it when 
vegetable ghee and other hydrogenated oils and milk products 
which replace the dairy products of India are 'allowed to be 
imported into India almost without any restriction and with great 
facilityf Therefore some of these things have got. to be changed 
bdore the poor agriculturist is told that he is .not enterprising 
E'nough and does not take up other occupations. It is physically 
impossible for him to do so; and I can assert it with some amount 
ilf knowledge because I am myself a humble worker in the villages. 
Most of the difficulties are due to the tariff policy' of Government 
and the Rail":8Y and land reTE'nUe policies. I hope all these things 
'Will be attended to. and the' British Government which may soon 
have to give pla.ce to an Indian Government will do something for 
the poor agriculturists before it quits. With these words I support 
the Resolution. 

Mr. K. L. Gauba (Indian Chamber of Commerce, LahMe): 
Mr. President, we have had speeches in eloquent terms as regards 
various aspects of industrial life in this country. We have had in.. 

3 
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eloquent terms an· expression of the necessity of Government's 
looking into matters of shipping, currency; exchange and the 
constitution. The Resolution before the House now asks for a fair 
deal to agriculture arid to those other matters which are· associated 
with agriculture. We have heard a great deal regarding the trade 
depression in this country, and we ask ourselves what this state 
of depression is due to. It may be the result of a reflex of world 
conditions: it may be the result of abnormal conditions in this 
country: it may be the result of the . movement that was started 
a year ago. It may be due on the other hand to the wrong econo· 
mic policy of Government. Sir, we have yet to. hear something 
about the question of curre'ncy and exchange which affects vitally 
the whole economic fabric. This will be discussed in detail 
to·morrow, but from the layman's point of view the difference 

. between Is. 4d. and Is. 6d. makes a difference of 12% per cent to 
the agriculturist who wants to export. Last year when wheat 
.prices were slumping from March to June from Rs. 3·8 to Re. 1·8 
what was the Commerce Department of the Government of India 
doing? They only thought of the railway freights, when their 
revenue did not come in as was expected. When the money that 
they .had budgeted for did not come in, they adopted the frantic 
remedy of reducing the freight to Karachi. They were informed 
at that time OT. very soon after that by merely reducing the freight 
to Karachi and without c·onsidering other matters involved in the 
question, such as the flour mills and so on, it would rather com
plicate matters than improve them. This forecast came true. 
Prices went down· instead of going up. Government then reduced 
the freight to Calcutta. Here ';gairr it was on wheat alone. They 
were informed that the flour mills- would be ruined by these 
devices. When one approached the Punjab Government one was 
told that it was the Government of India. When one approached 
the Railway Board one was told' that it was a matter for the 
individual Railway administrations. The Railway administrations 
referred -to the Commerce Member; the Commerce Department 
said, as all Government departments are wont to say, that the 
matter would receive the best consideration. So the thing went 
round. I suppose; the varions representations we made are still 
meandering round the various departments of the Government, 
eventually I suppose, to be lost in the seas of oblivion.- Now, Sir, 
Government have imposed a duty on imported wheat. Six months 
ago when Government were told that this was the logical 
remedy for the situation we were told that it was unthinkable. 
Why' Because it would intrude upon the sacred domains of 

.Imperial Preference. What has happened to Imperial Preference 
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now' It has gone by the board in favour of the spending depart
ments. In a sense Imperial Preferenc~' still exercises its preferences. 

Undjer the new duties Government have exempted the cont~acts 
made up t!J the 1st :March but not up to date of the 'intro: 
duction of tl1je duty. Who knows how many hundreds and 
thousands of tons of bogus . contracts> have been. contracted 
for in the last fortnighU Is there any. prospect of prices 
improving in the· next six months' I am afraid - for many 
months we shall not see nn improvemeqt in the price level. Sir, 
last year when various, importers in this .country brought in 
foreign gur to take the place of the ordinary gur, their cOli-tracts 
were not excluded. The gur I need hardly say did not come from 
one of His Majesty's dominions. otherwise it might have been 
favoured by Imperial Preference. But they ilave excluded these
Australian contracts. Here again . is-p,e principle of helping 
Australia at the eX,pense of the Indian agricu,lturist. The Indian 
. agriculturist only comes in ,when it is a question of revenue. Sir, 
I will not say' very much in the few minutes at my disposal but 
I say just this that the prosperity of this country depends on the 
prosperity' of the agriculturists who form the majority of the 
people, Unless they are in a position to meet the cost of produc. 
tion of their articles and have money to' spare, there is no getting 
o"('r the trade depresslun in ~pite of all devices that you may 
adopt. The Resolution before the House is a. mild expression '\:If 
what· the agriculturi!lt; wants and I hope that the Government of 
India will seriously consider these matters, and in seriously consi. 
dering these matters they will also consider those ,other allied 
industries which 'have so important a bearing 'on the agricultural 
industry. 

Mr. Ratilal M. Gandhi (Grain Merchants' Association and 
Seeds Traders' Association. Bombay): Mr. President and Gentle
men,-I rise to support the Resolution, the subject.matter of which 
has been very ably and I'xhaustively dealt with by Seth Walchand 
Hirachand as. wl'll as the other speakers and I have very little to 
add; but as I am on my legs I cannot resist the temptation of, 
saying a few words on the question of agricultural distress. It 
is an acknowledged fact that the rapid and unprecedented fall in 
the prices of agricultural produce has had very serious repercus· 
sions on the economic life of the country and has brought to the 
fore Ifrave issues, which demand our very aerious and urgent 
considl'ration. In order that we may appre~iate preeisely ·the 
enormous extent of the fall in the level of pricl'S of snch raw eom· 
modities as cotton, jute, ricl', whl'St, grain and oil seeds, I think 
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we should better refer to the figures presented by Gover~ent in 
their review of certain main' items of trade during the calendar 
ye/lr 1930, circulated along with the recent budget' estimates, and 
as a reference has been made to the percentages by the Mover as 
well as by Mr. Sarker, I do not think I need quote the figures over 
again. 

With -regard to this question of agricultural distress you are 
aware that the Indian Central Cotton Committee has made out a 
case for cotton, that at tbe ruli~g price of cotton the cultivation 
of cotton is an unec(}nomic probiem, and I may say that the same 
is the ease with all the other kinds of produce. This state of affairs 
is very alarming and the situation is equally perplexing. In the 
face of all this it vo.:as the duty of the Government to take bold, 
efficient and effective measures as suggested in the resolution to 
mitigate the distress of the great mass of the popUlation. 

;rn the first place out of sheer justice, if not for rendering any 
help, the freight rates charged by our railways should have been 
considerably reduced. It is the underlying principle-86 you 
kn9w-of transport economics that the rates charged for the 
transport of ,commodities must bear a proper proportion to the 
value of the commodity. Though this principle has been acknow· 
ledged by those who are respo,nsible for fixing the freight rates 
on our Railways, yet the comparative percentages of freight rates 
to the value of the commodities make very sorry reading, and 
give us a clue as to why in India not only th~ agriculturist but 
also the railways do not prosper. I may here quote the figures 
in respect of the percentage of freight on a few varieties of oil· 
seeds. For an ordinary distance and at ordinary prices, the 
per.centage in the case of ground.nuts was 16 per cent before; now 
.it is 31 per cent. -Similarly in the case of linseed it was 8 per cent, 
now it is 18 per cent or more than double. In castor seeds, it was 
14 per cent and now it is 20 per cent and so forth. The logical 
result of this state of affairs is that the agriculturist has to pay 
for railway rates a substantial portion of the price realised, which 
itself .is not sufficient to meet the cost of production. 

Gentlemen, I ne~d not refer here to the important demands of 
the mercantile' community for the reduction in railway freight 
cha!l~es. Anyone who has followed the trend o{ replies given by 
the Government to the' mercantile bodies, as also to the members 
~f the legislature, ~ill be struck with the immobilitv of the depart· 
ments cotleerned. No doubt, the solitary exceptio~ in the case of 
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wheat is welcome for what it is worth. In this connection t would 
draw attention to the speech of the Railway Member in the Legis' 
lative Assembly at the time of introducing. the Railway Budget. 
In paras ?4, 25 and 26 Sir. George Rainy has referred to . this 
question. But the arguments that he advanceS carry no conviction.. 
Unfortunately the powers t.hat ~ are continuing to administer 
our transport system on the lines of individuali!lt .mterprises, 
which look only to the present gain and loss, regardless of the 
benefit to the gener,al communit(y. 

With regard to the need for 'stopping effectively the imports 
of wheat and rice. I think I need not take much of your time. ThE! 
Wheat Import Bill is passed. which levies a prohibitive duty. but 
the proviso to it nullifies the object aimed at. With reg&rd. to 
rice. a new danger'seems ahead as Japanese rice has begun to be 
imported and we must realise before it is too late its danger and 
therefore serious consideration must be given to this problem from 
now. 

With regard to the last portion of the resolution I may first 
refer to the anno~cement made by the acting' Governor of the 
U. P. to the effect that the U. P .. Gov:ernment will revert back 
to the price level. of 1916 and adjust . land revenue demand in 
conformity with it. While' welcoming this decision. so far as it 
goes, I must observe that the question of the pitch of assessment 
and remission of land tax is not going to be completely solved by 
a mere variation in the price level. The question has to be judged 
from a far broader standard and unless the Government bid 
good-bye to some of thcir old pet theories of land-tax and antiquo 
ated systelUs of taxation. the peasantry of the country is 'not going 
to reap any advantage out of it in the long run. Justice demands 
remission of land revenue as an immediate relief; and the need" 
for a permanent reduction in the land revenue ·in tM changed 
economic conditions of .the country is obvious. Let us therefore 
hope that the Government will give immediate effect' to the recom
mendations of the resolution and thus give relief to the rural 
classes. With these words. Gentlemen. I support the resolution. 

Mr. Behram N. K'aranjia (Indian Merchants' Chamber, 
Bombay): Mr. President and Brother Delegates,-The Resolution 
which is assigned to me for being supported relates to agricul. 
tural produce. particularly the abnormal depression which is 
pr~v8lellt throughout the world in the prices of the same. This 
problem of low pric<'S of agricultural produce is not now confined 
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to one-country or two or three countries, but extends practwally 
to all the countries in the world. The articles involved are: wheat, 
cotton, seeds, jute, etc.,-all the principal staple agricultural pro
ducts. The ResOlutipn proposes _ only one definite course of 
action, viz., reduction in railway freight, though it must be 
remembered that the problem itself of the abnormally low prices 
involves issues over and above this question of -railway freight and 
concerns problems of currency also. -The best minds in the 
different countries are at present devoted to a solution of this 
fundamental issue, viz., the abnormal depression in prices, and it 
is no wonder that the Federation also has taken up this question 
on its Agenda. Professor Gregory of the University of London, 
writing recently on the question of "Price level and the Rate of 
interest," observes that two entirely .different methods of expla: 
nation are available regarding this problem: one group cOlnposed 
perhaps more largely of businessmen and financial journalists 
would ascribe the situation to overproduction, while the second 
group composed more largely of economists would explain the 
situation in terms primarily of monetary policy. With regard to 
the latter aspect, several economists are of opinion that the 
world shortage 'of gold accentuated by the policy followed by 
the United States of America and France has led to the- fall in 
prices, while some, like Prof. Gregory, would -ascribe it to the 
credit policy. It is -argued that if the price level, particularly the 
level of wholesale prices, had been kept steady, the present 
difficulties would not have arisen, because the necessity for 
adjusting money wages to falling wholesale prices would not have 
arisen. The problem is also largely affected by the silver position 
in the world. All the co;'ntries, excepting only two or three, 
have now adopted a Gold Standard and have curtailed their use 
of silver even for subsidiary coins. The position of China and 
India, which are the principal silver using countries, has therefore 
gone extremely bad, and the_ economic crisIs through 
which they have been passing is in no small mea
sure due to the crash in silver which has fallen down 

, from about 52d. per oz. to l3d. per oz. TMre is a special Resolu
tion on Silver at this Session, but I should like to emphasise that 
we in India particularly cannot afford to ignore the importance 
of silver question. No one can suggest as to what should be done 
to restore the position of silver or to eliminate the economic evils 
-which have arisen in the world ~s a consequence of the fall in the 
price of silver. It is the work not of individuals but of a Confe
rence, and it is very desirable that the Government of India 
should move for such a Conference which can go into all these 



questions regarding silver and, if need 'be" fix a 'ratio between 
gold and silver. The problem of low prices is further accentuated 
in India by the wrong policy pursued by Go'vemment with regard 
to the ratio of the Rupee to Gold, sales' of silver and contraction 
of currency. The fall in prices therefore, in'India may be ascribed 
to world caUses and Indian causes. As a result of all these factors 
prices of agricultural products Iiave crashed down, and it is our 
duty to see that our agriculturists are saved from the situation 
which has a.risen. The peculiar economies which are favoured by 
the Powers-that·be and the nOIl·Indian vested interests have 
always given an undue importance to 'the so-called <interests of 
consumers. Whenever any question of protection of an industry 
or agriculture comes up, these interests of consumers a.re trdtted 
forward as an excuse for protesting against such measure&. As Ii 
matter of fact, it. is the producers whose interests are to be 
cpunted the most and in a country like India where agriculturists 
number 70 to 80 per cent. Qf the population, it is but just and 
fair that their interests should count above all other questions 
and interests. Agriculturists have been the victims of, a vicious 
circle. While on the one hand the prices of their commodities 
have .fallen, to an abnormally low level on account of the world 
c~u"es accentuated by local conditions,' on the other their pur
chasing power has suffered acutely because of these very causes. 
Over and above these causes, however, there are factors which 
have gone a long way in bringing our agricnlturists to a state' of 
economic poverty and ruin, and I may be allowed to summarise 
some of these as under:- . 

no new and improved methods of agriculture; 
no Govetnment aid; 
no proper method of ma.rketing; 
no improved and icientifto method of manuring; 
no proteotion from wild birds, anim&ls '&nd insects; la.rgely 

due to want of scientiftc propaganda and operations of, 
the Arms Act.. 

I 

no proper education suited to the sons of the soil; 
no banking fa.oilities; 
heavy indebtedness: etc" eto. 

When after years of passing through such conditions the agricul
turists are suddenly confronted with the' present low prices, they 
naturally succumb at once, having neither the -stamina nor the 
staying power which can keep up the agriculturists in other eoun
tries which a.re passing tllrough almost a simil8l' sitllation. 
Suggestions were made to Government by the Indian Central 
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Cotton Committee and other· bodies to take immediate measures 
for the relief of agriculturists; but on one excuse or another 
Government adopted merely a laissez faire policy and did not take 
initiative as was done in other countries. It must also be 
remembered that the present problem is not merely concerned 
with the factors I have already mentioned, but there are also 
sociological factors which need to .be taken into account. The 
tr~nd of. the world's fashions is changing and also the world's 
necessities of life. It is said that in Europe people are taking 
less to cereals and .taking more of wheat and butter, vegetables 
and eggs. Such changes cannot but affect the agriculturists in this 
country, as India is not now a unit by itself but is intimately' 
connected with the rest· of the world. Mr. LOVJeday, Head 6f the 
Economic Int~lligence Service of the League of Nations, in·a· 
recent article of his styled "Quo vadimus," makcs the- following 
observations with regard to -these changes: "The social changes 
which we have been considering have affected agriculture more 
adversely than they have affected industry. There has been a 
shift in relative demand from the major agricultural products of 
temperate zones-and a simultaneous mechanisation of agricul
ture in the most productive regions." A constant and vigilant 
attention has, therefore, to be devoted to all these questions. so 
that the interests of agriculturists may not be sacrificed. One 
thing which the Federation at present considers essential for giving 
relief to the agri\!1liturists is a reduction in the freight rates for 
agricultural products. Government reduced the freight rate for 
wheat from Lahore to Karachi and Lahore to Calcutta, and by the 
recent Wheat Bill imposed a prohibitive duty on the imports of 
wheat from foreign countries, specially Australia; but much more 
rem,!-ins to be done. Freights from different agricultural districts to 
the ports as also between agricultural districts and main centres of 
consumption lead one to the conclusion that these rates are in 
some cases almost as big as the prices of the commodities them· 
selves. No wonder then that the agriculturist finds himself in the 
unenviable position of being unable to sell his products unless it 
be at a rate which does not give him even the cost of production. 
The large amount of agrarian distress in the land and the 
campaign for the non·payment of taxes, which was started in 
some districts, were not due to merely political causes, but also 
to these low rates for agricultural products which left to the 
agriculturist practically nothing for all his labours and the lab
ours of his family. This is not an unimportant question; it is 
rather a question of questions, and r should make a strong appeal 
not only to the commercial community but also to Government to 
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take it up in Tight earnest and view it from a comprehensive poin-t 
of view. I hope I shall not be considered a pessimist if I say that -
the failure of Government and the people to solve this question 
will result .in dire agrarian distress and consequently a strong 
agrarian discontent which will fan itself inte a, fire, even if there 
is a political settlement, unless steps are taken, and taken imme· 
diately, to cope with it. The' farmers, who !ire the salt of the 
country, do not understand about the world shortage of gold and 
the credit policy ~ . What they understand is rates which would 
give thelli enough for their labours and sufficient for their main· 
tenance, and it behoves those who are interested in the stead, 
progress of this country to see that any impediments in the way 
of these agriculturists getting' their due are removed as soon as 
possible. 

Mr. Kishen Prasad (Marwari. - Chamber of Co,mmerce, 
Bombay), in further -supporting the Resolution, said:-

,Mr. President and Brother Delegates, I have great pleasure 
in BUpporting this Resolution. The first part of it deals, with the 
acute depression in the prices of agri,cultural products. I will 
just give you one or two instances to show how this depression 
haa affected the trading community. Last year in Northern India 
the price of wheat declined-to Re.,l·8 or Re.l·lO JlI8r Bengal Maund 
of 82 lbs. and the price of cotton seed went as low as lQ annas per 
Bengal maund of 82 lbs., and some factory owners were actually 
burning wheat as well as cotton seed in their boilers in place of 
wood as fuel. How acute has been the depression will be evident 
from this one instance. And what has been the state of the agri. 
culturists who have been getting such low prices fo!' their pro
ducts' The Resolution which is..,put before you is worded in very 
mild terms. It suggests three remedies, but there is a fourth 

,remedy, which is equally important, but which has not been 
mentioned by any of the previous speakers, and it is this" that in 
this Resolution no mention has been maqe of the Exchange ratio. 
Ever since the introduction of Is. 6d. ratio, the prices of our 
agricultural products have gone down considerably,- with the 
result that our agriculturists have been losing very heavily. Of 
course, I do not desire to deal with the exchange and currency 
policy on this question, becatlSe a separate Resolution dealing 
with the whole question has been framed, hut all the same, I 
would merely mention that the exchange policy adopted by the 
Government has dealt a death blow to the agriculturists. 

The three remedies sugg~sted in the Resolution &l'e (1) reduc
tion of railway freight. Now,.freights on wheat have beeD. reduced 



to a. certain extent, but there is no reason why the railway freight 
on all other agricultural products should not be decreased, and 
why wheat alone should have been selected for purpose of reduc
tion in freight_ Since the, war, the l'aiIway freight on cotton to 
Bombay has been increased from 100 to 150 per cent, and no 
decrease has taken place since the war is over. 'l;'he fares on 
passenger traffic hal! also been considerably decreased since the 
war is over, but one cannot understand as' to why the railway 
freight on agricultural products has not beel). decreased since 
then. Certainly the agricl!lturists want a substantial relief at this 
juncture, and I appeal to the Government to. see that they make' 
a substantial reduction' in railway freights on all agricultural 
products and not merely on wheat: 

Then the second remedy suggested in the Resolution is about 
the imposition of an import duty_ This I say is only a temporary 
remedy, and I do not want to speak at great length on this aspect 
of the question. 

Then there is also the third remedy which suggests that there 
should be a substantial reduction in the land revenue as a perma
nent measure. I think, Sir, that unless both the land revenue and 
railway freights on all agricultural products are substantially 
reduced, I do not think the agriculturists will find any relief by 
all these slipshod and 'temporary measures which have been 
suggested. With these words, Sir, I support the Resolution which 
is' n,ow placed before you. . 

The Chairman: Gentlemen, with your permission, may I request 
. the Hon 'ble Sir George Rainy to make a few observations Y 

The Hon'ble Sir George Rainy (Commerce Member to the 
Government of India), said:-

• Mr. President and Gentlemen, I should like to begin by 
thanking the Federation very cordially for the invitation they 
extended to me to be here to-day and to take part in your discus
sions, I should like further to thank the Committee of the 
Federation very specially for tho!" special concession they made 
by agreeing to take up the three Resolutions in which I am inte
rested this afternooll. I had to make that request becaUl¥l I am 
leaving Delhi to-morrow evening to go on leave, and as I daresay 

• Speech not, corrected. 



you know that sometimes there is accumulation of work. ~t the 
end of the legislative session, and I have 'had to try and get 
through in these seven days between the end ot- the session and 
my departure all work which might normally have been spread 
over three or four weeks. I am very grateful, ,therefore,' to the 
Committee for agreeing to do what I asked. 

I would also like to thank the President for what he said at 
the beginning of the proceedings, and if I had to wait a little 
~fore the beginning of these things, it wa~' only a pleasure 
deferred. 

Now, Mr. President, I wish to speak briefiy, and as my 
'Honourable colleague the lIlember for Education" Health and 
Lands is here, he naturally will deal \"ith the subject of the land 
revenue policy, and I shall have nothing to say about ,that. 

I should likej to begin 'by referring, to the brief list of agricul· 
tural products which, I think; occurs in the first clause of the 
Resolution. NGw, one ilf the products mentioned IS jute. As'far 
as I can judge, whatever may be said a~out other products, a 
reduction in railway freight would be no cure for the troublelt 
from which the jute cultivator is suffering 'at present. It is not 
only the fact that the great bulk of the jute reache~ Calcutta not 
by railway but by country boats or by inland steamer, so that 
it is not the rail war that sets the pace, but in addition to that; 
in the export markets of the world, jute is not exposed to compe
tition from 'other countries as the ot4er main staple crops are. 
The main trouble about jute at present is just this absence M 
.lemana. Although the price has been a great deal lower than it has 
be.en for a_very long time past, still there is this absenoe of 
dpmand, and 1 am afraid' that a reduction in railway freight, 80 

far as jute is ooncerned, would really do practically nothing at 
all. I mention that just to get it out of the way. 

There is another preliminary point I should like to touch 
upon, and that is the proposal that as we put a duty on wheat, 
we should also put a duty ()U rice or prohibit its importation. Now, 
I should like to explain why lYe felt justified in putting the duty 
on wheat. I mpntioned.it when I spoke in the Assembly on the 
subject, and the reason is this, that for the time being Indian 
whl'at oeased to be I'xported and the price had got out of parity 
with the worlll lenl of prices. That made it possible by imposing 
the duty not immediately to raise prices, but to throw the market 



open to Indian wheat, but I said when I was speaking in the 
Assembly that so long as a crop is being exported, so long as it is 
going freely abroad at the world level of prices, then an import 
duty is very nearly nugatory, because the mere fact that whcat 
is being freely exported almost necessJlrily implies that only small 
quantities can be imported, and so ,far that is the position to·day. 

Then as regards rice, so far as I have seen the figures, the 
quantities that have been imported during the last twelve months 
are very small indeed and they form a very small percentage of 
the total, whereas the export trade from Burma is a very larfte 
proportion of the total production of the produce. In addition, 
I would like to' r~mind the Federation that we have an export 
dutYi on rice at present, and I think every Member of the Govern· 
ment of India would agree that it was with ,great regret that they 
did not find it possible to propose a reduction in the rate of that 
duty thi~ year. It was reduced by about a quarter last year, and 
we should have been very glad if it had been possible to make 
a further reduction this y~ar, but ~ think everyone would agree 
tha,t there would be a certain anomaly if on the same commodity 
and at the same time you had an export duty and an import duty. 
I mention that as a point for consideration, because the case of 
rice is by no means on all fours with that of wheat. 

Now, I come to the question of the ~eduction of railway freight, 
-and here I should like to be brief considering the very great 
moderation of all who have spoken and their demands upon time,
I come to the question of the reduction of railway freights and 
the other great agricultural products, and I think these for prac· 
tical purposes may be narrowed down to .(1) wheat and other food 
grains, (2) oil Sii'eds and cotton which perhaps in some ways comes 
the third. Now, the first thing I want to say is this. My friend. 
Mr. Walchand Hirachand, said that if we reduced our rates by 50 
per cent, then we might look to substantial increase in traffic 
which would to a large extent compensate us for the reduction. I 
want to say at once that where we can foresee that the reduction 
will be followed by a compensating increase in traffic, then purely 
as a commercial concern it is perfectly good business to do it. Our 
difficulty i9 this, that we do not see, and we have riot been able to 
see in more than a few cases, that that result was likely to follow. 
When we reduced the freight on wheat to Karachi,-and I believe 
the reduction was very nearly 50 per cent,-we certainly hoped 
that it would lead to a re·opening of the export trade. 

(A delegate): You 'reduced the freight on wheat very late. 
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Sir George Rainy: I would just like to point out to my friend 
that it was during th6 first six months of the years that wheat was 
moving out in quite substantial quantities, and in November we 
certainly hoped that the reduction in freight would make the 
difference. I believe it did make a difference in enabling, the, 
Indian wheat to find its way into the Bombay market, but uiJ1or~, 
tunately we were disappointed as regards the export trade, and 
I am afraid that with prices' at their present level in India and 
in the world generally, any reduction of freight to, Karachi could 
re-open the export tr,ade to.day. If there was; then as I say, as 
a business proposition, it would De a perfectly sound thing for the 
railways to make the r~duction. ' 

Similarly, ,as regards oilseeds, as I tried to explain' in the 
Assembly, on the best information that we could, get, we \vere 
advised that a reduction in freight was not likely to be followed 
by any increased movement 'of traffic. We actually tried that in 
the cllNe of cotton seed and the result of that experiment confirmed 
the view that was put before us. Although there was an increase of 
traffic for 5 or 6 weeks, the prices dropped again and the traffic 
rell off to its former level. ' 

Now, when I spoke in the Assembly in introducing'the Railway 
budget, I said, speaking specially of cotton, that. we regretted that 
we could not see our way to make a reduction at once, but we 
did propose to consider the question again 'in about six months' 
time and to ,see whether so~e r~duction w,hich would really be 
helpful to the trade would not be possible.' Meanwhile, we' are 

. considering whether we could not in the interval, have an enquiry 
made tG bring nut, as far as we can, the intermediate charges which 
the Indian agricultural produce has to bear between the cultivator 
and its overseas market, and to compare these charges as far as "';e 
('an get the information witn the' charges on produce in some other 
countries. That would be the main point of the enquiry; there are one 
or two subsidiary point.s which I will not Weary the Federation 
with. What we con~mplat(> is not a prolonged enquiry, but a 
short enquiry lasting about three months to' get as much infor
mation as we "an ahout that- during the period. If we can put 
through thiS, we ought to be in a better position next August 
when we come to reconsider the question. ' 

Finally, the-re is one aspect of the case- on which I must touch 
be-fore I sit. down. That, of eourse, is firstly the financial position 
of the railways as it is to-dllY, and secondly the,financial position 
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as it would if we were to make the wholesale reduction contemp· 
lated-by the mover of this resolution. I think probably all present 
to.day are acquainted in general with the figures, and they kno\v 
how serious the financial position is. We have to take that into 
account because if we reduce the freights ill! order to confer relief 
upon the agricultural population, we have to consider -at whose 
expense that relief would be given. My Honourable friend the 
mover of the resolution I know has a scheme in his head whICh 
he put before us in the Railway Department 5 or 6 months ago, 
namely, that you might compensate for a reduction in the freight 
on raw produce by an increase -in the freight on manufactured 
articles. We examined that, but we did not find it practicable, the 
main reason being this, that when the railways are dependent on 
the agriculturist for_ a large proportion of the traffic not only in 
respect of what he produces but also in respect of what he pur· 
chases, and when one of the main features of the present situation 

_ is the faU in the purchasing power of the cultivator, it is exceed· 
ingly doubtful whether, if you raise the freight on the articles 
that he purchases, you will not g-et, instead of an increa.~ed reve· 
nue, a smaller revenue owing to his inability to pay high prices 
resulting from the higher railway freight. I do believe when 
exploring that matter now there are particular eases in which 
that would not apply, in which by an increase in freights, without 
injustice to anybody, you can get a higher revenue. But, undoubt· 
edly, there is the difficulty and there is the danger to which I have 
alluded. 

Finally, Mr. President, before I sit down, I should like to Sfty 

this, that I agree with everyone who has spoken I\S to the gravity. 
of the crisis with which we are -faced and with the extreme import. 
ance of doing all we can for the relief of the cultivator in the 
extremely difficult and anxious position in which the present 
economic crisis has placed him. (Loud Cheers). 

The Hon 'ble Mian Sir Fazl·i·Husain (Member for Education, 
H:ealth and Lands): Mr. PreSident and Gentlemen, this is my first 
visit to the Federation, and I trust I "!Day be allowed to exprPHS 
my gratification at having had this. op»ortunity of attending the 
meeting amI hearing the debate to which we have juRt listened. 
Wh,en I say that I have felt gratified, I have said so not in the usual 
customary manner of beginning a speech. As a matter of fact, 
I have been agreeably surprised and gratified inasmuch as the 
subject. under discussion is one which has always attracted me. 
Like many a young man, after ieaving my college, I felt very 
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muc~ attracted to what in those days were called ,socialistic 
'views: Although those socialistic tendencies were. more or less 
kept under cheek by the legal· training that I had received' along 
with them, and further kept under cheek' by my adopting the 
profession of law which kept me £a;1"1y busy, still whenever I was 
free; my fancy did' roam in that direction. Later 9n, when I got 
an opportunity to give up my profession, I 'felt certain opportu
nities were opened to me to see what' could be done in the l!1atter 
of uplifting the rural people educati:on~lly, and economically. 'I 
have spent some years in that direction, and in the beginning of 
my career a great deal of criticism was levelled at my views or 
policies inasmuch as it was considered that I waS devoting' too 
much thought to class int~rests rather' 'than to general interests, 
the rural people being considered as & class as distinct from 
other. cl&SSes. Those were the days of high prices, gentlemen, and 
the agricultural people, the rural people were very well oft'. All 
of us were well oft', and nobody really felt called upon tq sympa' 
thise with them or to think that they really deserved any sympa
thy or any, help. 

During the last two or,three years, things have changed a 
great deal, and after the five or six years of good fortune in the 

. rural areas, the present adversity is being felt by them all the 
more. Although during the first two years the other classes did 
not realise that tM agricultural classes' were very badly oft', now 
their adv,ersity has disseminated, probably the ,more correct wp'rd 
would be, has worked itself up to the people whQ are well olf,. 
and they are now realising that the adversity of the agricultu; 
rist must be the adversity of the country as w~u. ' 

ExPtessions of opinions in this hall this afternoon by eminent 
eommercial and industrial people have brought the agricultural 
and other classes closer together, (hear, hear), and if this adversity 
has brought about that effect, then I must say' that it has,' at all 
events, done some good. ' 

Now, coming to the resolution whioh has heen discuSsed. so 
far as I am concerned, I should like to divide it into two parts, 
one, tlle matter of pririciple, 'and the second, to what extent the 
GoYernmt'nts responsible for revenue administration have tried to 
help the agricultural people; The first part' deals with the question 
of principle, with which my Honourable friend Mr. Ramadas 
Pantulu has dealt. I am sure the Federation will be glad to 
know thAt the l~gislation he referred to, that t .. to say placing 
the revision of assessment and determining Ule pitch of assess
ment on the statute book and taking it away from the executive 
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has been accomplished in more than one province. The firs~ Act 
in that direction was passed by the Punjab Legislative Council, 
and the second by the United Provinces Legislative Council, and 
th~ third, I believe by the Central Provinces Legislative Council. 
And so far as the North·We~t Frontier Province is concerned, the 
principles of tile Punjab Act have been practically applied to it. 
The Federation will no doubt realise that Bengal and Bihar do 
not want such legislation. They do II'Ot stand in need of it. We 
are left with Madras and Bombay. Madras .was the first one to 
come into the field with such a legislation, but those who come 
first in the field are not neceRsarily those who leave the field first. 
(11aughter). Madras wanted really to take too big a bite at 
once. It wanted the Legislative Council not only to determine 
what should be the proportional advance over the past assess· 
ment, and what should be the share of the produce which should 
be land revenue as against -the share of the produce!: and the 
landlord, but it wanted to de-termine at the same time what 
should be the _ com~utation prices. 

Mr, V. Ramada. Pautulu: That is the .eal thing. 

The Hon'ble Mian Sir Fazl.i·Hnsain: That is perfectly true. 
But, if you, Sir, had not been 'a little tactfully strong in keeping 
the debate to the resolution this afternoon, the House would have 
found it pretty difficult really to vote on the resolution with half 
a dozen amendments trying to achieve all sorts of objects. Now, 
those of you who have been members of Legislatures, whether 
Cect.ral or Provincial, realise whether in a House of 150 or more,
.and in the future it 'will be more like' 500-it is practicable 
politics to determine the commutation prices through a legisla. 
ture. My task in convincing you that it is not so simple to arrive 
at' a judicious finding with reference to the commutation prices 
in 8 legislature on which probably there are a large number of 
people personally interested in what the commutation price should 
be, is render~d easy by the fact that here we l]ave- not the mere 
zemindars, but real bu~ines..men who know what business is. 
Now, it is not fair to them; it is putting too much temptation in 
their way. As against that what has been done in the Punjab 
and in the U. P. is that commutation prices were fixed by the 
Settlement Officer. and yet his fixing will be subject to an appeal 
to the Commissioner, the Financial Commissioner and eventually 
the Revenue Member will have a say and the 
Revenue Member of the future is bound to be responsible to 
the legislature and therefore the I .. gi.lature obtains a control over 
the policy though .notactually on the amount of commntation 
prices fixed for various \ kinds of agricultural produce. Probably 
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Madras, as it was first in the field, and had not worked out all the 
ins and outs of these things, wanted to have too much. Still it is 
not too late and I have no doubt that within the near fut~e it 
will be possible for some enterprising member of the Madras 

. Legislative Council to mov~ in. the matter and. take away from 
the executive as much power as the legislature &hould be invested 
with and then Madras will be coming into line with the other 
provinces. .Bombay, I understand, has already got a Bill of its 
own and if it were not for Bombay's mOre pressing preoccupation 
I have no doubt the legislature would have found time to proceed 
with this Bill. Let us hope that it will do so in the course of this 
year. Therefore, Sir, it· would appear that in the larger part of 
India this new legislation has been passed and that it is only in 
Madras and in Bombay that it still remains to be passed. 

Then I come to the next point. AgricUlturists admittedly are 
very badly Qfl. It is true that in some provinces legislation has 
been passed but what has. been done in order to help the ~oor 
agriculturist during the last two years or so, In many places 
the trouble has heen not only that there has been unprecedented 
faU in prices but some crops also have. been ruined. Frawdy, 
Sir, it is not a matter with which the Govrnment of India can 
deal by itself and whatever has been done, as I will presently 
show, cr-edit for it lies entirely with the Local Governments who 
.did it on their own. Whatever they did, they did 01). their ~wn 
and not because 'Of any suggestion or command from headquar. 
ters. For if it is necessary far us to do one thing that I consider 
is absolutely necessary for us to do in the Government of India, it 
is to let the idea of provincial autonomy develop not only in. 
theory but also in practice. So far as 'various provinces are con
cerned I have no doubt that the House would like me first to teU 
them what has happened in Delhi itself, the province in which 
they are holding their meeting. The total revenue of Delhi is 
about 3lA1 lakhs. As much as,17 per cent of it has been 
suspended and as much as 20 per cent of it which was in arrears 
has been remitted. As regards cotton crop, as much as 25 per 
cent reduction has b~en given both in land revenue and in water 
rates. Passing on from Delhi to the Punjab, I have no doubt 
members willl'lOmember that the Punjab Government a few months 
ago went thoroughly into the matter and gave remissions in those 
areas where recently reassessment had heen ","ld, because in recent 
reassessments commutation prices were asswned which wel'lO II1gh 
and as the present prices feU below this, Government felt that 
they ought to aOD¥! to the help of the revenue payer Ijy redncing 

• 
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the Go:vernment, demand. The Government demand was reduced 
to the extent of 27 lakhs of rupees. The same has been done in 

'the, case of the Frontier Province 'where only recently orders h,ave 
been passed that Government demand to the extent of 4 lakhs, I 
think 'it 'was, be reduced. In C. P. the Local Government has 
taken strong action in the matter and in some cases have gone 
~yond the Punjab ·and the Frontier Provinee, Governments. In 
the U. P., as has been said by one speaker, the same principle 
has been again observed. Where the commutation price assumed 
was such that it was in ,excess Qf the prices that are prevailing 
at present, they have invariably fixed upon a certairi figure which 
would'make the demand equitable. In Madras they have appoint
ed two committees to go into the whol,e matter to find out whether 
as a matter of fact any particular help is needed or not and if 
it is needed ~hey have decided to give it. The Bombay Gov.ern
ment have also gone very carefully into the matter and given 
large l16missions and suspensions. I have given this information 
to assure the House that Local Governments are at one with the 
sentiments. expressed by those who have spoken in support of the 
resolution. They perfectly well realise that the prosperity of 
th~ country side is of the utmost necessity to the whole country
the commercial classes, the trading classes and not less to the 
Government and I can assure the Hous,e that Local Governments 
are not unmindful of this matter in any way. They are keeping 
a very very close watch indeed on the progress of e""nts and 
whenever it is possible with the resources at their disposal to 
interve~, the House may rest assured that they will take the 
earliest possible opportunity of intervening' and doing all that 
they can. 

Mr. Walchand Hirachand (Maharashtra Chamber of Com
merce, Bombay) :-1 will try to reply to one or two points raised 
by Sir Qeorge' Rainy 'in the Course of his speech and be as brief 
as possible. I am glad to h'ear that the Government of India are 
alive to the seriousness of the situation and are trying to do what 
they can. One question that he raised was about tbe increase 
in traffic due to reduction in freights. .As a rule, we have found 
that happening in the ease of passenger rates, whenever they were 
reduced. For estimate purposes I had taken the maximum figure 
one could take, without allowing' for any such increase in the 
movement of traffic owing to reductions and that is where the 
figure of 10~ to 11 crores was mentioned. I did not take 'cogni
sance of the present depression. I took the 1928·29 figures of 
the Railway Board. 



:< 51 ) 

I now come to the second point. If this deficit had to be 
met, at whose cost it should be met. It has been said that the 
railways are a. cOlllllll.ereial organisation a-nd should be managed 
on a. commercial basis, although questions have been recently 
asked as to why railways should not be run for the benefit of the 
community as a ,public utility service. JiNen· all~wing for the 
fact that we are committed under the Resolution of'the Assembly 
,to' run them as a commercial organisation, there are one or, two 
remedies 'which have beel! suggested,. namely, real lind honest 
,retrenchment in the administration and operating expenses and 
also a reclassification of the goods schedules which might bring 
in additional revenue. Personally i think this can eafelybe made 
good by an increase equivalent to What will be lost by the reduc· 
tion on the a.gricultural produce. By that I mean that the 10% 
or 11 crores can be made good by increasing the freights on 
almost all imported commodities. ,The gentlemen who uee'.foreign 
goods from Paris, such as silk hats, this, ciga~ettes, etc., will con· 
tinue to' buy them even if they are costlier~ I am not referring 
to any Honourable Members here but some . of my friends in 
Bombay insist on using these Paris goods. The ,incidence 
'of inm'ease on the imported commodities will be only about 
8% or 9 per cent at the most: Even if the value of the imported 
cOlllllll.odities is taken at 125 crores, a duty of 8%' per cent should 
not affect a. class which is rich enough to afford to buy these 
goods many of which can be called luxuries and they have had 
a saving of about 15 to 20 per cent owing to the general fall in 
priqes during the last 1S -months. Therefore the burden will not 
be felt. The railways will not feel it because I am basing, my 
estimates on a very much decreased movement of such imported 
articles. I do however admit that thjere are various difficulties in 
bringing this· into operation and if the Honourable Member wants 
to do som~thing to relieve the agricultural distress, I presume 
the House will be pljeased to appoint a. committee of their own to 
go into these. details and face these difficulties, so that this deficit 
can be met by the process which I have suggested. That is all 
I have tolSllY. \ 

The Chairman:-Now, Gentljemen, with your permission, I shall 
put Resolution No. S to the vote. I do not think I need read it. 
It is on the agenda paper. 

The Resolution was carried unanimously. 

Chairman :-Before the other Resolution is· moved, I 'Should 
like on your behalf to express a hearty vote' of ,thanks to Sir 
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Fazl-i-Hussain for his kindly attending this meeting. and giving 
us the ben,efit of his observation •. 

The Hon'ble Sir Fazl·i-Hussain left the House at this stage. 

The Chairman:-Now, Gentlemen. we haVje to attend a party 
at 5-.30 p_m. We have already taken two hOllrs to finish this one 
Re.olution. If you want to' take Resolution No. 4 and finish it 
by quarter past five, th.en we can take it up. You ought to bear 
in mind that we have got six speakers and then Sir George 
Rainy has to make his observations and then probably my friend, 
may like to reply; if. again, the debate is cut. then probably the 
th11<'ad of the discussion will be lost. but I am entirely in your 
hands. (Voices: Finish it to-day). How can you finish it to-day! 
If you undertake to finish it. I shall be only too pleased but in that 
case I will not be able to give the speakers more than two minutes 
and the mover more than 'five minutes. Shall we then take 
resolution No.4 or resolution No.5' (Voices: Take resolution 
No.5). Very well, then we shall take resolution No.5. I call 
upon Mr. Ramachandra Aiyar to move the Resolution standing 
in his name. 

Mr. K. S. Ramachandra Aiyar (Indian Insurance Companies' 
Association, Bombay) :-Mr. President and Gentlemen, the resolu
tion that stands in my name is as follows: 

"The Federa.tion regrets the absence of any effort on the 
part of the Gover~ment of India to Introduce insurance legisla.
tion on the lines of the recommendations made by the Federation 
at its last annual session and emphasises upon the Government 
of India the necessity of undertaking such !IegislatioD at aD early 
date." . 

Gentlemen. in commending this resolution to your accept
ance I do not thi~k that any long speech is required from me at 
all, because a very good Mse about this resolution was made by 
my distinguished chief, Mr. Lalji Narunji. and all facts and figures 
in support of Illat rcsolution were hrought forward by him so 
thoroughly and so convincingly that the Hon'hle the Commerce 
Memher who was present at the meeting of tillt' Federation last 
year made the following comment on that speech: 
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"I should like to thank both the, ~over and the member 
who seconded'the resolution for the fulness 'with which .they have 
dealt with it and, if 1 may Bay 80, for the clear and lucid manner 
in which they have explained the reasons which have led them 
to bring the matter forward ... ' ' ' , 

Well, gentlemen, if that splendid sentiment of' the Hon'ble 
the Commerce Member were only acted upon during the last year, 
I ,am quite certain that we wonld not hav,e ·had any occasion to 
come here to·day and repeat our request. Whatever it is, "we all 
know that the machinery of the Government of India. is alway~ 
moving very slow., Sir, in, contrast to the very slow manner in 
which the Government in'Indi,a moves, I wonld point out the very 
'quick manne~ in which the Govel'nment at Home moves on yery 
important matters. All of you must, perhaps, have read that the 

,Cunard St,eamship Co., because' of the fact that 'two German 
vessels, the Europa and the Bremen, took away the Blue Riband 
of the Atland from the, Cunard, contemplated building two super· 
liners. Naturally, when such expensive boats are built, th,e first 
consideration is insurance. It was reported that these t'Yo boats 
would cost about £7 million-probahly in Indiim curr~ncy, ten 
crores of rupees-but the Cunard Company without first finding 
out whether the Companies or Lloyds conld absorb the market, 
went straight to the Board-of Trade 8lId got Parliament to pass 
a Bill known as the Cunard Insurance Bill under which the .British 
Government have agrl!il!d to under·write, the entire insurances of 
the Cunarders, if the companies conld not absorb such a large 
amount. Well, the Bill was passed. and the moment the com· 
panies kneW! of it there was a hUll and cry raised by British insur· 
ance companies, that they were not, consulted in this matter ,at 
all. The fact, however, remains that in a matter like this, where 
it was a q,¥,stion' of the ship·building industry, although insur· 
anoe companies were there ill plenty, here is 'an instance of .the 
British Government at Home ooming forward to support the ship. 
ping industry actually in the form ,of their acting. liS ~uraD.ce 
companies. 

So far as w:e are con~erned, w:e have been clamouring for 
legislation for years, at any rate from the year 1925, and yet, 
beyond the small amendment which was made, in the year "1928, 
under which ce-rtaiti figures which had not been available were 
made available to the pnblie,-and they 'lire "till imp~rfeet-be
)'ond that, 1 QQ not think that we have in 'any wa1 improv.d 
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matters at all. In the meantime what is the position 7 Bier'! we 
have under the Act of 1928 certain figures submitted to the Gov
ernment. They are at any rate very intery!sting. From the 
figures published by the Government Actuary we find' that as 
many as 245 insurance companies do business in this country, of 
which: according to him 97 are Indian insurance companies-in 
which Perhaps a number of very small Provident Fund Companies 
are included-72 companies al'e'registered in the United Kingdom, 
29 companies belong to the Dominions .and colonies and 13 com· 
panies belong' to America; 19 companies belong to the Continent 
of Europe, -10 are Japanese companies and 5 belong to Java. 
Well, gentlemen, yon can see that for a country like Iudia where 
even alleording to the Government themselves, the premium iucome 
is only 8%' crores, you have in this country 245 insurance com
panies-very many of them powerful, aggressive and very well 
finan'ced-coming here and practically competing here for this 
very small business. As a matter of fact, gentlemen, since Indian 
insurance companies came into the field, the position has been 
one of rate·cutting, and rate-cutting and ,nothing elS/!. All of us 
know exactly how the Indian steamship companies were throttled 
because of the aggressive competition from non·Indian firms. 
The, sallOO rate·cutting, the sa~e aggressive competition prevails 
in this insurance business also. As a matter of fact, if we take 
the rl\tes prevailing in India from the year 1919 to date, it will 
be found that the rates have been brought down to a very low 
level between 50 and 75 per cent. That means that what these' 
powerful companie~ in India have done is to cut the rates in such 
a manner that it will not pay the Indian insurance companies to 
carryon business at 8. profit. Perhaps for some time some of 
the foreign companies thought that it was a joke that th,ere 
shQuld be Indian insurance companies at' all. Well they found 
later, that the Indian companies were getting a little bit restive 
and also a little bit strong; so they felt that the time had come 
when they should take some practical steps so that the future 
of Indian insurance companies might be jeopardised, and in the 
year 1927. the rates were cut down in Bombay to such an extent 
that the margin of profit became very narrow, and since then 
rate· cutting has been /l'oing ,on, in spite of tariff a.-;sociations and 
so many other things. 

The Government Actuary also giVICS certain very interesting 
figures about the various insllrance companies. Of course, these 
figures are only for the year 1928, and we are still two years 
behind. The total income of 1111 in$UrllnCe companies, according 
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to him.- comes to_8 crores 75 lakhs of rupees, out of which 6 crbres 
and 25 lakhs belong to Life Insurance and the premia for general 
insurance business come to 335 lakhs, out of which the share of 
Indian Companies come to 41 lakhs. I say that- Indian 
insurance companies themselves have, been doing every
thing in their power to get -a place for themselves in the economic 
life of this country. but the time has now come when. ,whatever 
efforts they may put in, they may not be able probably to hold 
their own ground as they would have been able to do two years 
ago. because of the fact that India is one ~f tbe countries in the 
world which is practically open for foreign campanileS to get a 
footing in. Some foreign company or other _is entering- Indi~ 

, ev~ry year. In an address delivered bf ¥r. S.G. Marten, Fbreign 
Manager- of the Caledonia,n Insurance Co.. of London. he had 
much to say on restricted' fields for in~urance business, abroad: 
The following words are very interesting: -

"The chief dimculty which faces the Companies is the contrac
tion of tenitory free from legislative restrictions. In 
Russia and Costa Rica. insurance business was a State 
Monopoly. whilst in Poland, Chili and Uruguay, further 
admiSllion of foreign insurance companies was excluded 
by law. Even in. those fields where foreign companies 
were not entirely excluded, legiSlative restrictions were 
beooming more and more onerous. In pract¥:ally every 
Eu.ropean countlry deposits had to be provided for the 
privilege of operating and in those ~torie8 where no 
deposits are required the consequent overcrowding of 

'the market brought its own abiises ,and problems.'l-

WeU, India unfortunately. has now, become such a country where 
t]le overcrowding of foreign insurance companies has now become 
a serious menace, and the sooner the Government of India -realise 
this fact and coine to the rescue of the Indian insurance companies, 
not in the shape of granting them a subsidy; but by legislating 
according to what other foreign countries have done. the better 
will it be for the future of Indian insurance companies. 'Take the 
case of Steel; in the case of that industry. the country- has been 
li'i"inll' -a subsidy; the Textile' industry is protected, because it is B 

key industry. Now the Match industry is eoming in for proteetion .• 
Well. if aU these industries are claiming. and- are in some cases being 
R'l'Rnted protection. I say that as aU of them rest· on insurance and _ 
hankinII'. the two latter are -the -most important key industries of 
e"ery countrY' in the 'world and it is up to tho Gov~l'IIlQent w:biell 



( 56 ) 

claim to take any interest in the development of the country under 
its charge and in the devel~pment of its own insurance companies, 
to come forward and do something for these companies, without 
much delay, and the sooner they do that, the better for the progress 
of Indian insurance companies in this country. 

!tlr. Walchand Hirachand: What about Shipping? 

Mr. Iyer: I am not at present concerned with shipping. Now 
so far as the question of deposits is concerned, if you want to do 
busin,ess in America, you have to deposit fifteen lakhs of rupees; 
otherwise no sort of certificate wiII be granted. 50 per cent of your 
income, indeed the major portion of it, has to be maintained in that 
'country and not a pie wiII be allowed to be taken away, unless the 
liability has been wiped off and Government permission ob'tained. 
'l'hen there is France. France, of course, outwardly, does not 
have any Rort of restrictive legislat.ion by asking for deposits but 
they want a sort of guarantee to be givtm by a French Bank 
before you can operate and which is the French Bank or any 
hank in the world w hieh will be prepared to offer such a gua· 
ranteef Now I daresay the Government of India, with all the big 
machinery that they have, would. be quite able to get full informa
tion from all countries for legislation in favour of Indian 
companies. 

India of 1931 is not the India of 1930. During the last one 
year events have happened in this country in such a manner that 
nationalism and everything pertaining to the Indian Nation have 
been foremost in the people's minds. The spirit of looking to 
everything Indian only has been more in evidence than was the 
case ever before, in the history of the country. The Govern:ment 
and the people are of one mind to.day that Indian interests and 
Indian interests alone are of paramount importance and that' every 
other interest is certainly secondary, when it concerns the future 
of this country. It is this change of heart that the country has 
been demanding all these years and I hope and trust that the 
Government of India wiII follow up this change of heart in 
practical manner by introducing such legislation for protecting 
Indian insurance companies against aggressive and unequal 
competition and as.aults by ,foreigners and discouragement by 
f<>reign Banks. With thesc words, Sir, I commend this resolution 
to your acceptance. 
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Mr. Nalini Ranjan S'arker (Bengal National Chamber of 
Commerce, Calcutta): Sir, the questions cont<tmplated, under this 
Resolution have been so thoroughly discussed not only in this 
Chamber but in our individual Chambers also that I do not' feel 
that I can usefully add anything new to tht' argument put forward 
by Mr. Ramachandra Iyer to-day. So at this fag end of the day 
I will not weary you by inflicting a speech. I fo.rmaDy support 
the resolution and resume my spat. 

The Honourable Sir George Rainy: It will not be nceessary, I 
think, for me, l\fr. Chairman, to speak at any length on this 
resolution partly because a good deal of the ground was covered 
in what I ,said last year. Perhaps some who are pre:rent to-day 
will remember that, I promised to examine ~he figures as soon as 
we had them in our new returns. I promis~d to examine them 
from the point of view of seeing wl,lether they disclosed ground 
for emergency action. One of the points that has been presSed 
by those who advocate the IImendment' of the ~nsurance Act in 
a certain sense has always been that non-Indian Companies ope
rating in India should be 'required to invest in India certain 
proportions of the premiums they receive. I find it particularly 
interesting in the returns of last year that the assets of the, 
non·Indian Compani~s operating in India were higher in proportion 
to their Indian premium income than their total funds we~e in 
proportion to their total premium income, and the inference 
apparently is that they do, in fact, at present invest in India in 
one form or another higher proportion of their assets than they 
invest elsewhere. That is one point. 

Another point that was disclosed in the returns was, I think, 
quite clear, namely, the '\"cry remarkable growth 'that has taken 
place in the volume of life insurance businMs transacted by the 
Indian Life Insurance Companies. As far as I could judge I from 
the figures, there was notlling to show that sn far as the Life 
Insurance wa.s concerned, they wp.re not getting at least their fair 
proportion of the growth in business. Then anotht'r point was 
this. I,a..t y~l\r. I said. "It will he helpful if the Federation or any 
mt'D\b~r of the (,hamb~r of the Fed~ratiou particularly interested 
in the question would let us have his views not on the general 
question of the protection of Indian Insurance Companies but on 
Ule otht'r point, namely, whether l~gislation is ul-gently required 
in orMr to protect th" policy holders. If they d() so, I emn promise 
th8t e'\"~rything they say will be most emrefully coDsidered." I 
do not think we have had any'response to that invitation. ' IiIdeed 
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the Mover of the resolution to.day made quite plain the position 
from which he was. speaking, namely, the protection of the Indian 
Insurance Company and particularly, I think, the non·life Insu~· 
ance Company. I do not think any stress. was laid on the compo· 
sition of the Life Insurance Company. Well, so far as the figures 
are concerned, the last year .was the first year in which the 
non·life busin(lSs was shown in the returns. We callnot tell so far 
as the figures are concerned whether the business transacted by 
the Indian Cpmpauies is decreasing, is stationary, is increasing or 
IS lncr~asing as fast as the bUsiness done by the Inon·Indian 
companies. I' have at present no means of. getting accurate infor· 
mation, but I should be very glad if those who are interested in 
the question would comnlUni~ate to the Commerce Department 
any information they may have on the subject. ,I am aware, of 
course, that both in thc case of Fire Insurance and also in the 
case of Marine Insurance, and particularly the latter, there have 
been constant ·complaints for the last few years that rates gene· 
r'ally not only in India but all over the world had come to a point 
where the insurers were almost certain to make a loss. But I 
should be very glad to have information which would tend to show 
that tltJl competition was keener iJ:! India than it, is elsewhere and 
also any information which tended to show that the volume of 
blisiness transacted by the Indian Companies was tending to 
decrease. In' the main; my position is this that since I spoke on 
this matter last year; no evidence has been placed before me to 
indicate that there was an actual emergency which called for 
inimediate legislation. Now, that being the case, Government had 
to take account of one or two other 'facts. Any Bill to revise and 
re·enact the Indian Insurance Act would, I am afraid, be highly 
controversial and" Government certainly felt· that tbe atmosphere 
of the last twelve months was not a suitable atmosphere for 
undertaking legislation of that kind, because the controversial 
questions which would arise being of the racial character and 
involving the whole issue of what is and what is not unfair discri. 
mination are precisely the questions which have come up for 
consideration and will again come up for, consideration at the 
Round Table Conference. I know quite well what the vi,ews of 
the Members of this Federation are and I am not arguing the 
case for a moment. I know quite well what their views are and 
you know what the views of the Government of India are because 
they, were stated in our despatch on Constitutional 'Reforms. But 
tliese questions so far as the Government of India are concerned 
have been taken out of our hands for the time being and they will 
be settled in one form or other. at the Round Table. Conference. 
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Wherl fhai .settlement has been rellched, then I think the way will 
"be cleared' to take up the a~endme~t of the Insurance Act either 
on the 'Unes the Government of India as at pre~nt constituted 
would prefer or on the lines which. the members of this' Federa
tion would prefer. But until these very important questions hlive 
been threshed out in~ the appropriate form and have been seit~ed 
one way or the other, I minriot see that any advantage would 
result from taising them on .a particUlar issue ill- tll-e Indian 
Legislature. That, quite frankly, is thc. view which we have taken' 
on this question. But, as' I said, we. are always open to receive . 
evidence showing th~t there is greater emergency than we are 
inclined to think and it is for that reason thai I iJivited the ]dover 
Rnd those who think with him if they hav.e any definite ' evidence 
of the character I indicated to place before the Government and 
Government are always 0lien fo consider it.· 

'l;he Chairman: Mr. Iyer, I suppose you do 'not wish to make 
any further observations. ,. 

'. Mr. K. S. Ramachandra Iyer: I have nothing more to say; lIut 
as Sir George Rainy has just now mentioned that the foreign 
companies have asset,q in Indian securities, I would like to take:.up 
that point. The point that we are trying to press .upon the Govern
ment of India is not whether foreign companies keep any assets 
or not. We want these assets to be kept here absolutely unde!," 
an Act to be passed by the Government of India. As.I said before, 
the competition from foreign companies is getting very keen 
because, they find that they are getting. less and less busines~ 
from all the other countries except India. The,. appoint their 
Agents here and in that way our b1;lsiness is spoilt. It would be 
a good cheek on tllem even if an 'emergenoy legislation were passed 
under which. foreign companies were called upon to pay .a deposit; 
if that. is done, I all\ sure 5Q.per cent of the companie9 that 'are 
doing business here will diSllPpear from this eountry:' 'The disap
pearance of foreign' coinpani~ 'would mean 'thaC our,'companies 
"'ould be established. I .lIlll . quite certain· that IlOlUpetition will 
ako go down and the insurance cOIPpanies :will be .able to keep 
their heads above water. 

The other point 'that the Hon'ble thl! Cominerce MelUber 
. mpntio~ed is that protection should be given to thc' policyholders. 
It is quite true that ·in life insurance as also in other insur&l)ces, 
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the protection of policyholders.is absolutely essential. We want 
the same thing as other countries have done. namely, the introduc· 
tion of legislation to protect the poli~yholders, as also indigenous 
companies. The fact that the Indian life insurance companies arc 
steadily growing np because of. their numerical strength and the 
national sentiment is convincing evidence that -once these compa· 
nies become strong they will ~e able to look after large business. 
Just as you have given protection to the steel industry, so also 
you should protect insurance companies. But if the Government 
of India want to leave all these matters until the whole position 
is finally adjusted at the Round Table Conference, I have no more 
,to say. If the 'Government of India desire to have information as 
to 'legislative enactment in other countries-and what manner of 
legislation Indian Insurance Companies need for their futur!! 
progress,-I ~hall certainly undertake to send the Commerce 
Department as much informatiqn as I have in my possession. 

The Hon 'ble Sir Gcorge Rainy left th~ House. 

The Chairman: Genthimen, within the short time at our 
disposal we might just try if we can do some of our domestic 
work. I understand Mr. Ranchordas Gandhi wants me to take the 
resolution about Burma, bllt I think ,we had better leave it for 
to·morrow as here are o~e or two other important matters which 
might be discussed just now even if we cannot come to any deci· 
sion about them to-day. One is about thp article of a~sociation 

'from some members who propose that under Rule 25 of the Rules 
and Regulations of the Federation, Rule 11 be amended 88 

follows:-

"That the Executive Committee will ccnsider aU resolutions 

sent up by member.bodies and place s~ch .resolutions as ' 

they deem fit before the members at its annual meeting, 

and that it shan be the niht of every member present 

at such a meeting to propose any new resolution or 

amendment for discussion and adoption by this House." 

All this i~ a questiou of the amendme~t of our Articles of 
Association, we shall have to proceed in a constitutional war it 
it is the desire of the House that this rule be amended. 
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Then, there is ~other motion from Lt. Sodhbans which read.i 
aB follows:-

"I give notice to move the adjournment of the House to 
discuss the important metter with regard to the &DnounCe

ment of the personnel of members to the Round Table 

Conference by the Executive Committee of the Federation 
just on the eve of the session." 

I am s\jl"e in any case we .are going to adjourQ shortly, but if it is 
meant that a vote of oensure should be passed on the Executive 
Committee for having taken certain a~tion, then I am sure that 
every member is entitled to move such censure. A new EX8Clltive 
Committee is going to be elected and if the members of the House 
think that the old members are not worthy of' their. confidence, 
they should not vote for them. That is the best way in which 
they can show their lack of confidence in the executive, H however 
it is the desire of a suhstantial' number of members to discuss the 
conduct of the old Executive Committee, I am sure whoever be the 
Chairman to·morrow-I hope Mr ~ Sri Ram will be able to occupy 
the Chair to·morrow-he will.ba able to allow such a proposition 
to be moved provided there is a substantial number of members 
in favour of discussing the conduct of the old executive committee. 
That is all what I can say at present. H any other member has 
got to say anything in this connection, and if it is the desire that 
we should sit for a few more minutes, then so far as I am con-
cerned, I have no objection. . 

Mr. Sidhwa: What is your decision on this subjectt 

The Chairman: I will leave tho matter ent1rely at the discr ... 
tion of the House. If there are at least a substantial number of 
members who are d~sirou~ of discussing this subject, then I have 
no objectio'l-.. 

Mr, Sodhbans: The members who are present here do, not 
know with what intention I gave notice of this motion for' 
adjournment,· because they might not have read the announcement 
regarding the personnel. As soon as I read it in the newspapers 
this morning, I gave notice of this motion' for adjoUrnment. I 
would request you; Mr~' Chairman. to allow me to make a few 
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observations, so that members may be able to judge whether my 
adjournment moti .. n is in order or not and whether'they would 
like to support the motiou or not. 

Mr. Srikrishn~ Da,s Lulla: What is the decision, of the Execu
tive Committee' I should like to know that before ,we can express 
an opinion, one way or the other. 

Mr. Sodhbans: My motion for adjournment of the House is 
to discuss an important matter, na~ely, the selection of the person
I/oll on behalf of the commercial. cominunity to the Round Table 
roOmerence and thiS has been done by the Executive Committee 
on the eve of this session aud this announcement appears ,in th~ 
papers to-day. Gentlemen, you will agree with ·me that we blame 
the bureaucratic government for their bureaucratic action when 
they pass ordinances on the eve of the session of the Assembly. 
Similarly when a new committee is about to be elected, where is 
the necessity for the old committee to elect the personnel to the 
Round Table Conference just now: That is the point at issue. I 
bring,it to the notice of the House that this is a very important 
matter. We do not want to say whether the old committee enjoys 
our confidence, but this is a very'vital matter to be brushed aside. 
Weare all aware that ~oon after the session of this Federation, 
that is day after to·morrow, elections to the executive committee 
have to take place and a new committee has to be elected. The 
new Committee after election would have to take the consensus 
of opinion of the member-bodies as regards the personnel to the 
Round Table Conference, or the Executive- Committee themselves 
would have elected the personnel. Here I find in the 'newspapers 
that the old Executive Committee have set tied the personnel to 
the Round Table' Conference without consulting anybody. This 
is what the papers say: 

"It is learnt that the Executive Committee of the Federation, 

of the Indian Chamber of Commerce have nominated Sir 

Purshotamdas Thakurdas, Mr. G. D. Birla and Mr. Jamal 

MuhaImllli.ct Sahib as delegates to the Round Ta.ble 

Conference." 

This is the news which t have read in the papers. 

A Delegate: I want to know whether what is contained in 
the Press is authentic information_ We can proceed with the 
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motion for adjournment only on ascertaining; the true facts -about 
the news contained in the newspapers. 

Mr. Sidhwa: .It obviously seems authentic. 

Mr. Sodhbans: Will the ExecutiveCoJDJDittee contradict itt 

The Chairman: Gentlemen, the President; Mr: Sri Ram, 'is 
not here, or it would ha.ve been his duty to· explain how the 
matter stands,- but as on aCcolmt of hiS rpgrettable illness I am 
occupying tbe Chair, r think it falls on me to explain what 
happened at yesterday's meeting. Probaltly the other .members 
of the executive committee would also like to say something. But 
before I say anything, I should like the Press to retire because 
after all it is our domestre affair that, ~e are going to discus. now 
and we cannot discuss these things in the presence of the Press. 

Mr. Sodhbans: Why should .the Press retireT 

The Chairman: It is our pr.h'ate business and I have every 
right to ask .that the Press shall I,"etire. 

At this stage the Press Reporters retired from the House. 

• The Chairman th.en explained to the House the circumstances 
under which the personnel to the Round Table Conference was 
unanimously decided upon by the retiring Executive Committee, 
He also explained some other matters connected with the parti
cipation in the Round Table Conference by the representatives of 
the Federation. 

After some discussion the Chairman put the following motion 
hefore the House:-

"IS it the desire of the Bouse that we ilhould' take up tms 
maUer after the ordinary resolutions wiu"ch Concern the 

• Full report of the discussion is separately printed as a 
confidential doeumen~ 
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Government members a.re concluded or it should not be 
ta.ken up a.t a.111" 

As a. result of the voting (9 for fuxther discussion and 24 
against it) it was decided that the matter should not be discussed 
any further. 

The Conference then adjourned to eleven of the clock on 
Wednesday, the 8th April, 1931 • 

• 
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SECOND DAY'S PROCEEDINGS' 

Wednesday, the 'Blh' April, I9ll-Mor"ing SessiOli. 

The, Annual Session 'commeJIICed on Wednesda"".the·8th April, 
1931, at the Delhi .UnivellSity Convoeatiea Hall, at- 11, a.m .. MI-. 
G. D. Birla in the chair. 

Government Members present: 

The Hon'ble Sir Gorge Rainy, K'.C.I.E., C.S.I., 

The Hon'ble Sir George Schuster, K.C.M.G., C.B.E.; M.C., 
(joined later). 

The Chairman, Mr. G. D.Birla: I would take up Resolution 
No.4 first: it had been fixed that Sir George Rainy would reply to 
the resolution at 12 0 'clock and Sir George' Schuster would come 
at 12·15 in connection with the Silver, Currency and Exchange Reso. 
lutions and it was essential we should ./Itick to the programme. 
I would request the speaker's to stick to the time limits suggested 
the previous day. As tbe mover was' Unavoidably absent, I 
request Mr. Fakirjee Cowasjee to move the resolution.. ' , ' 

Lt. P. S. Sodhbans: I may point out that it 'is a very impor. 
tant resolution and though we are prcpared to accommodate Sir 
George Rainy, I feel that the resolution should not be discussed 
hurriedly and we should carryon the business in the usual manner. 

The Chairman: The englig'ements have been fixed ahd we must 
stick to them I but if the members desire I have no objection to 
the debate being continued after Sir George Rainy had replied 
to this resolution, and after Sir George Schuster had spoken on 
the next l'fCsolution, and after that resolution had been finished. 

Lt. P. S. Sodhbans: I want to raise a point of order; I want 
to know how Mr. G. D. Birla came toocClUPY the Chair: both the 
President and the Vice-President were absent and Mr. Birla had 
occupied the Chair without the Qonsent of the House. 

(Cries of Ordu, order.) 

A Member: He was duly proposed and aeconded. 
5 



( 66 ) 

The Chairman: I-did not occupy the Chair without the consent 
of the House. .Will you withdraw ~hose r.emarks' 

Lt. P. S. Sodhbans: If election has been made I withdraw 
those remarks .. 

The Chairman: I think you ought·to speak with a little more 
knowledge. 

INDUSTRIES 

Mr. Fakirjee Cowasjee, (Buyers and Shinpers Cham. 
ber, Karachi): Mr. President and Gentlemen, I have been 
hurriedly called upon to speak ~s a stopgap arrangement and I 
hope to be excused if all the facts and figure. are not laid before 
the House in support of a resolution which is of vital importance 
to the whole of Jnllia, and I hope you will in your generosity 
pardon me for allY disservice which I may inadvertently do by 
any omission r may mal<t'. The resolution I have to move is as 
tollows:-

"The Federation calls upon the Government of India to take· 
active steps t"wards the development of Indian Industries 
in genera.!. 

It 'l"egrets the inaction of Government in giving relief to the 
chemical industry ann in dealing with the report of the 
Tariff Board submitted on this question as far back as 
July 1929. 

It draws the attention of Government to the urgent necessity 
of taking steps to.- . 

(i) make India self-supporting in the matter of salt supply; 

(ti) eecure the acceptance by the Swedish Match Company 
of certain recommendations made by the Tariff Board 
in view of its 'UIlfair activities such as rate Willi" with 
the end of ruining the indigenous industry: 

(iii) give effect to the r(!qommendationl of the Hide CeS3 
Oommittee. 
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(B) With & view to give adequate: protection to IndiaD 
tanning industry, the Federation urges upon' the Govern
ment of India to Bet up' iminediately an inquiry through 
TIIlri1t' Board to examine the case of the industry and 
pending the report of Tarift' Board levy a duty, of 16 
per cent ad valorem on raw hides and 26 per cent ad 
valorem on raw skins to give it immediate relief which 
if urgently requires. 

(C) The Federation' deeply regrets the apathetio and in
-dilferent attitude taken up by the Government of India 
after the fail1l1"e of Shipping Conference' convened by 
the Viceroy fast year regarding the development of 
national mercantile marine and presses upon the Govern-· 
ment of India the urgency. of taking immediate and 
effective steps for· the development and p.roteotion thereof. " . . . 

The first part of the resolution ia to make India self-supporting 
in thll matter of salt supply. I would like to a~k a question-and 
a v,ery broad question-whether India cannot supply all the salt 
that the Indian Empire wants to-day. With all the emphasis at 
my command and with all the facts and figures which I have 
studied and which I placed before the Revenue 1l1eml1ers .when 
they visited Karachi some three years ago, I say I am convinced 
that India can supply not only the entire 'Wants' of India but, if 
faciliti.es are given, she can supply other countries also. Neither 
the Government, nor the semi-Government bodies in the shape of 
Port Trusts, have ever com~ forward to assist India in the matter 
of salt supply in order to make her self-contained. I shall give 
one instance. We all know how Government have been reticent 
in giving support to the salt industry in India which is fairly 
due to her. I need not take up tbte time of the House on that, 
as the Legislative Assembly Debates are open for the inspection 
of aU. But I would like to gh'e an instance frbm my own know
ledge which may not ,be kno\vn to all delegates. Karachi the 
plaee where I come from has potentialities to· supply, if not the 
wllole of India, at, least half the wants of India, Burma a.nd 
Ass&III. It Dilly wants one facility-not at the expense of the 
taxpayers, not at the exp~nse of the Government, but on its own 
&trength-one facility which Government and the Port Trust 
have hithE-rto refused; and that is a channel IE'ading to the Salt 
works so Utllt the salt eould be transported from ihe salt works 
to tbe sbippmg. We ha\'e aU heard that water is the cheapest 
form of transport wherever it be. Yet tho officials of the Karaohi 
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Port, Trust. have always stood in the way and have said that it 
was an expensive problem and unless they were assured that the 
revenue would be forthcoming in the form of wharfage dues, 
they would not SInk the channel. Do you know how much it 
would cosU Only a lakh and a half of rupees. That is all that 
is wan~ed to dredge a channel from the shipping wharves to the 
salt wo~ks, and this llh lakhs is grudged by the magnanimous port 
trust officials on the ground that they will lose revenu,e. I maintain 
that if. this channel is opened there will be at least half a dozen 
ships loading per month in the port of Karachi, which will not ouly 
give employment to the natives of the soil but also to the foreigners, 
the British bottoms. This fact is being ignored by everyone 
on account of one interest and that is' the Cheshire interest. 
The Cheshire in~erest is' paramount to-day and rules the fiscal 
polic~M here. I shall not develop the subject further as I have 
already exceeded th~ee minutes on this." 

Now as regards hides and skins: I cannot deal with this 
sufficiently30r the simple re,ason that I have not got all the 
figures before me; but even after the cursory study I was able 
to give it within the five minutes at my disposal, I am in a -posi. 
tion to say that the whole world to.day; I say to· day, looks to 
India to supply 41 per cent of the total world consumption; it 
follows ipso facto that India is in a position to dictate its own 
terms to all the. powefs who get a supply from India. Still, can 
we do it? Yes, in one form only and that is to drain India; it 
is not to bring in any grist to th.e mills of. India; it is only to 
take away from India cattle hides and to destr,oy India com
pletely in the one industry which she established in order to go 
to the help of the British Government at a time when they felt 
the greatest necessity for it. The Indian capitalist then came 
to their succour, gave all their brains, all their mOIljey and their 
time to supply the wants of the Britishers; and to-day we find 
we are subjected' to foreign exploitation. The British Govern
ment is doing a service to the United States and Germany by 
seeing that our skins and hides are exported to those places at 
a price which they can get them, tan them and not only send 
them out to India but use them in their own countries. They 
have put a heavy duty against tanned leather-I do not say tanned 
by_ India; but the United States have put an export duty and 
raised tariff 'Valls against tanned leather becaus,e they k\ow that 
it is India alone which can supply all their wants and th';.-"efore 
they have raised a tariff wall against tanned kids, virtually t~ere
by ,meaning India.- I ,ask the Indian Government, what )ave 
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they done to protect, as .trustees of this country, an industrt 
which can be well 1>rotected I It docs not 'want more than five 
minutes to do it. The Legislative Assembly will vote' for it-and 
that is, a very heavy export duty, both on the raw skins and the 
raw hides. If I were to dabble in all the facts and figures which 
I have been able to collect even within the nv,e minutes after 
coming into this hall this morning, I shall be able to give the 
House so "much information that the hearts of delegates here will 

. begin to bleed; but I have to stop as I run restricted to time for 
moving the resolution. 

Coming now to Iudian shipping, gentlemen,-here again I 
am not going to read to the House any figures, because figures 
are already before the country, hefore the Legislative. Assembly 
and also before the Government officials, and these 'figures have 
been supplied times out of number to the Select Committees in 
the forms of memoranda issued by all the Chambers in this coun
try, but I may say that none of these figures have yet been re
futed. That is quite sufficient for me, but I will take you as far 
back as the year 1924. I said a minute before that I would not 
de~ with figures, but I shall now deal with some home truths, 
and these home truths barely put are the following:..,-In 1924 
the Mercantile Marine Committee was formed, and it gave its 
oonclusions, and in justification to those gentlemen who sat on 
that COlll1llittee it might be said that their conclusions were 
unanimous with regard to the formation of an Indian National 
Meroantile Marine. The recommendations were many; yet with 
the halting policy which the Government of India, the trustees 
of this oountry, have adopted, they only gave effect to the first 
recommendation, and that 'vas hy way of establishing a training 
ship. But beyond that the Government of India ignored all the 
other recommendations' of the I.M.M. Committee, and where 
these reoommendations are consigned, whether they are kept even 
in the archiyes of the Government of India, one does not know, 
but the fact remains-and I will touch on them in the latter part' 

,of my obserntions,-but the fact remains that these recommeu-
dations were unanimous. The principle was accepted by the 
non-Indiaus who were on the .Mercantile Marine Committee. They. 
could not possibly give the force of legislation to the recommen
dations ana to the principle which they had in fairness and .jus
tice to acoept. But what has happened t The reoommendations 
not having been given effect to, it was left to an Indian Member 
'of the Legislative Assembly to draft a private Bill. This is what 
is known in the history of British India as the Haji's Coastal 
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Bill; There was a lot of opposition to it, but eventually it reached 
the first stage, and it WllS referred ,to a select eommittee. It 
passed through that stage after yeal'S of 'struggle, after volumes 
of memoranda being issued by local Chambers and everyone else. 
When again it went to the Legislative Assembly, for some reason 
or other· it remained to be moved. In 1928 the present Viceroy, 
H. E. Lord Irwin eame to th,e assistance of the vested. interests 
and suggested a procedure to be adopted by which India could 
have its national Mercantile Marine, and that procedure was in 
the high sounding words 'consent and goodwill.' We'tha.nked 
him for that, but the result as everyone knows is nil. Nothing 
was done,-and though the Viceroy gave his opinion in the matter 
as early as 1928, yet till 6th of. January, 1930, nothing was done 
by H. E .. the Viceroy. In 1929 when the delegation from India 

_ went to the International Geneva Conference, the opportunity 
was seized to see the Secretary of State for India, and we are 
proud to say to-day that the Secretary of State said that it was 
absolutely essential that India must have her own national Mer
cantile Marine, and more so we should have training ships to 
give the sons of the soil employment as' officers on o.ur ships. It 
was stated, and very wisely stated, that the foreign bottoms de
pend upon the Indian seamen for swelling their profits. - It may 
surprise this House to know that 2,50,000 sons of this land toil 
on board the' ships to bring 10, 12 and 20 per cent of income to 
the foreign bottoms, yet nothing has been done for the SOJIS of 
the soil to take their share in the higher ranks as officers, naviga
tors and engineers. When it was suggested to the East India 
section of the Shipping Board in London whether the officers 
trained on board the "Dufferin" would be taken on foreign bot
toms, specially the British bottoms, not as permanent employees, 
but even as apprentices, they.said there was a bar, and that they 
had given no such undertaking, and Indians may not expect to 
get any service in foreign bottoms while their children were 
going to starve. Of course, they were quite right; they were not 
going to starve their own children. That being the case, I ask 
the trustees of India, what have they done to my children if. they. 
cannot starve their own children T Is this not a fair question to 
ask' Aa I said, till 1929 nothing was done bv H. E. the Viceroy. 
Naturally the Members of the Legislative Assembly got very 
impatient, and my friend on my right asked a very pertinent 
question from the Hon 'ble the Commerce Member, as to what 
effect had been given to the promise or the assurance given by 
H. E. the Viceroy, and the reply was this,-I don't want to ~ead 
the whole of it:-" It is the earnest' hope of the Government of 
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India that as stated by H. 1!:. tile Viceroy a solution of this difii-' 
cult question may be found in a spirit of co·operation and good
will and they would be reluctant, "-I would ask Members to 
weigh each of these words carefully,-"and· they would· be reluc
tant to proceed upon other lines until it was clear that there was 
no hope of an amicable settlement . .,· I ask, Sir, . whether any 
move was ever made to ask for this amicable settlement. After. 
a great deai of agitation, a move was made by H. E .. the Viceroy 
on the 6th January, 1930. We. do. not know exactly what discus
sions·took place and how the Viceroy and other Members of his 
Cabinet impressed upon the vested interests; the .desirability o.f 
giving effect to the national ambitio.ns, but in. reply to. a questio.n 
by an Hon 'ble Member in the last session of the Assem,bly, the 
Government of India said- this:-"The Government of India will· 
take into considerationa~ an early date the issues raised in the 
discussions which took place at the conference o.n the· develop
ment of the Indian Mel:cantile Marine, IlS soon as it /lssbeen 
found possible",-mark tire words, sir,-"ss soon salt has been 
found possible fully to' consider these issues, the responsibility 
will rest with the Government of India of deciding what action 
should now be taken and whether any useful purpose would be' 
served by inviting the interests concerned to meet again." Sir, 
all along we had been given an assurance that a spirit of co
operation and goodwill would be created to bring about a solu
tion of this difficult question. That assurance as late as the last 
session of the Legisiati"e Assembly boiled down to a pOlilsible 
solution. The assurance with 99 per cent o.r even 100 per ceilt 
o.f that assurance whittled down to a mere 1 per cent o.f chance 
to establish a national Mercantil,e Marine. 

Now, Sir, we are faeed with another big problem. With all 
due deference to our distinguished guest, the Hon 'ble Sir George 
Rainy, I may say this. He said yesterday that in the case of 
insurance, a decision will be reached by the R.T.C. Here we 
must fall down hopelessly; all o.ur hopes must vanish. 'We want 
the Government of India to. tell ua in a few plain words that 
India need no.t expect anything like a National Mercantile Ma
rine, because then wo would be quite willing to give up this ex
pense of training our children·on the "Dufferin"_ What are we 
faced with' I should like to have mo.re ·than ooe "Dufferin" if 
'we can get the Mercantile Marine. (A. delegate: Let Seindia 
supply). No.w, what are we faeed with! Government, to my 
mind, feel that the enthnsiasm' o.f the people will eool do.wn. The 
vested interests who have got· the power o.f linanee behind tbeDl 
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will be able to play out the few bottoms which are plying to.day 
~n India. If that is their impression, they might ver;y kindly tell 
us SIl, so that we might not sink any more money, as we have 
none to spare, in training our sons; but do not keep us in the 
dark; co not keep us in the position of 'wait, hope and die' in 
starvation.' We do not want to do that. 

Then again, Sir, the Government may not find it possible to 
come to an amicable settlement, but is it really difficult for the 
Government of India to legislate against the illegal and pernicious 
system of rebates' I ask what is there to stop them from doing 
thatYHave they done itt One might say that they were not 
asked to do so, but here is a glorious example of South Africa. 
What did they do' Immediately th;y found that the vested 
interests were trying to adopt the system' of deferred rebate on 
bringing goods into South Africa, they sent an ultimatum to the 
different liners and said .' Look here, if you do that you will lose 
themaii contract.' Now, I ask, have the Governinent' of India 
told the gentlemen who are running the' mail' contracts that if 
they do not stop the deferred rebate system, they would not be 
!given the mail contract in future' Are the Government of India 
afraid that if they do that there would not be enough bottoms 
to take up mail contracts Y If they will give us the mail con· 
tract, we will take over the entire. business within a ,fortnight. 
It is not a difficult thing, but have they given us any chance Y 

Seth Walchand Hirachand: I may inform my friend Mr. Fakir· 
jee that the organi.atiol;l in India which does the mail contract 
justified its rate cutting policy on the ground that they do the 
mail contract busine.s. They said it in so many words at that 
famous conference of last year that the Rangoon, Akyab, Chitta· 
gong rates reduction from Rs. 14 to Rs. 4 was justified by the 
representative of that organisation who was present at that 
c~nference on the ground that they had the mail contract. It is 
our misfortul;le. 

Mr. Fakirjee Cowasjee: I thank Mr. Walchand Hirachand 
for this correction. This is certainly a very good piece of infor· 
mation to the whole House. Then we have got another pernici. 
ous system. One may call this a do.mestic affair and brush away 
this objection but it is no more domestic than the deferred rebate 
system is domestic and it is the ,giving of a concession in freight 
by way of what is called the claims on discoloured rice. This is 
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driving another wedge into the ruination of the Indial!.' bottoms 
and I request the Government of India-and in 'saying this I am 
sure I,am voicing the feelings of this House IUIld ·the crores of 
people outside-to take this question in hand. When this Bill 
was introduced the labels of flag discrimination, of expropriation 
and other Bort of labels were put on against this Bill' but the 
Mem:ber in charge of the department never' iook the kind 
trouble of labelling it with the correct label, viz., National Pro· 
tection. I label that Bill with that label called National, Protec
tion and is it only we that are asking! Not by any, means. 
England did it years ago and to.day there exists a country in 
Europe that wants it. Is the Government of India unaware of 
that! No. The Government of India are aware of .. the fact that 
Portugal wants flag discrimination and if a sinall State like that 
with a coast·line of 500 miles wants it, is it unjustifiable for India 
to demand it with a coast·line of 4,000 miles! Portugal which is 
a small tiny little ~tate on the surface of the globe in Europe 
wants it. There have been several Resolutions tabled to my 
knowledge to boycott that country. So the word 'boycott' dO,es 
not emanate from India. It emanates from the other side of the 
Mediterranean- and if in self·interest we want protection and have 
used those labels, why, should we be run' down' I hope, Sir, 
when the Honourable the' Government Member, rises to reply, he 
will not refer me to the R.T.C'. We know what the R.T.C. is, 
has been. and what it will be; That is not going to solve the 
National Protection question. Whether R. T .C. or not, we want 
the Indian Mercantile Marine. We must get it. We have got our 
BOns to be employed on it. We have got the staff to rim it. 'We 
have got 2,50,000 men to run those bottoms: We are not going to 
depend upon foreign powers for a living which is aue' to' uS 'arid 
we demand i~. I have got my handicaps, chiefly that, ()f time and 

, oratory. So, I hope that when the Government member rises' to 
reply, he ,will spare me from the darts 'of oration. Sir George 
Rainy is leaving us shortly and I take the liberty of wishing him 
a bon voyage and happy times and while he is in England; I hope 
he will trY to bring about a spirit of co.operation and goodwill so 
that ihis difficult problem may be solved when he comes back and 
Dot only that but when he returnS;let us hope'that he will-come 
baek in an Indian owned and Indian managed bottom. (Applause). 

Raja Sir Daya Kishen Mul (Indian Chamber of Commerce, 
Lahore): I feel that the resolution has not been fully moved and 
I feel the need for some of -the supporters of the resolution to take 
it up in its fuller aspects. , I understand I was required to take np 



the match industry and I shall coLline myself to the match indus· 
try in particular and to a few general observations on the main 
reso,lution. 

In seconding the resolution, I wish to emphasise the fact that 
in the existing misera~ly backward condition of India's industrial 
evolution, the development of Indian il1dlL~tries is exceptionally 
diffic.ult and is an. extremely uphill tn.k. 'I'he dependence of India 
for'its requirements on foreign manufacturing countries for more 
thana century has reduced the Indian industrial enterprise and 
her financial resources to such a weak position that it is not possi: 
ble for her to stand on her own legs without adequate support 
from the Government of' the country which alone can make her 
future industrial evolution practicable.. Such a support and' 
fostering care are all the more nceded for' industries 
which are in their infancy or such as are just showing 
signs of steady· growth. The arguments of free trade, pure and 
simple, which are often pressed when dealing with questions of 
Indian iydustries, have proved invariably a stumbling block in 
the way of the growth of Indian industries.' It is unfair to apply' 
these arguments to Indian conditions when we know how back· 
ward the country is owing to various causes under existing condi·. 
tions, especially when it is borne in mind that in order to be able 
to stand world competition' and the survival of the fittest, under 
free trade, the country must at least once be raised to a status of 
equality with other competing countries of the world in matters 
of manufacture and trade. It is a. matter of common knowledge 
that even countries which advocate free trade, resort to measures 
of protection and exclusion where new industries are concerned 
or where an' indigenous industry stands the risk of being over· 
powered by foreign competition., In the economic world it is 
being recognised that for a. country placed in a position as India 
is, nothing but a strong protectionist p.olicy can help it to grow 
and take its place in the world's industries and commerce. As 
practical men in the field of industries and commerce, we have 
had ample opportunities to witness the detrimental results of a 
pure free trade policy, as it has been followed in India. Inspite 
of her vast resources, India, in her effort to develop into an indus· 
trial 'country with necessarily meagre technical experience and 
financial handicaps, is forthwith pitched against the manufacturers 
of highly developed and well organised and ri~hly financed foreign 
eoncerns and foreign trusts. If any protection is afforded in that 
direction by Government,' she is then made a victim of exploita· 
tion by foreign combines and foreign concerns by their' establish. 
ing the industries in the country to check·mate the indigenous 



developments; and, if a protective measure is then introdueed, it 
fails miserably to pro ted the Indian enterprise, _ because the ' 
foreign and indigenous enterpriser both' reeeive the same pr.otee.· 
tion and naturally the former ~ith a superior position .always 
gains an upper hand, and the object of such a protection is a~ain 
frustratsd. 

We are not here to discuss the British vested interests in 
India; but one may reasonably ask whether all, European and 
foreign interests are to be treated by the Government of India as 
British interests. In some of the European and foreign countries, 
an Indian has Jiot only no place as an industrialist, but he is even. 
denied, as a free citizen, the ordinary privileges enjoyed by the 
people of that eountry. Is it not India's right then to be protected 
and helped by its Government even in the development of ito! 
industries to meet the requirements of its people and to be saved 
from such foreign, exploitation to the detriment of indigenous 
enterprise 'and effort' 

In support of my observat.ions, I may cite the case. of the 
Match Industry which furnishes a typical instance. The principal 
points urged by match manufacturers which led to the Tariff 
Board enquiry in 1927 were:-' 

1. Further protection for a time against the imported mat· 
ches by conversion of the revenue duty of Re. 1-8 into a protective 
duty; and 

2. Protection against the activities of the Swedish Trust which 
had entered India with a programme of establishmg factories in 
the country to evade tho Tariff and yet hold the country in their 
hands in the supply of this article of. manufacture which had been 
the monopoly of Sweden for nearly half a century. 

While the lirst demand was highly desirable, the second was 
a vital necessity, in the interest of the country's enterprise. The 
activities and operations of the Swedish Trust were well known; 
and thJ! procedure adopted of referring the matter to the TariJI_ 
Board for a detailed enquiry proved, we all feel, only a measure to 
defer the relief asked for. The Tariff Board enquiries would have 
lIeen justified in the. eyes of the Indian manufacturers if they had 
led to afford some tangible TeliE'f. But the Tariff Board's findings 
and recommE'ndations remained confined only to paper and received 
no l,ractical shape in furnishing the much needed protection. As 
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a result of careful examination, the Tariff Board definitely laid 
down the future fair selling price of half size matches at Rs. 1·2-5 
per gross and held that if the pric,e of matches went below that 
figure, it should be a proof positive that an unfair state of compe
tition had arisen and that in such unfair state of competition, a 
-world·wide (['rust was bound eventually to kill the Indian manu
facture. Government's intervention at this stage was held by the 
Tariff Board to be a necessity, and Government were expected to 
watch th~ development. Now, the present condition of the selling 
price being below the figure fixed by the Tariff Board has been 
in existence for over a year, and the S!"edish Trust have, sinee 
the publication of the Tariff Board Report, viz., during the last 
three years, reduced, their. selling price to' a figure far below the 
estimated fair selling price for the future as determi~d by the 
Tariff Board. Indeed their present sellinl! price is even lower 
than th,eir works costs as reported to the Tariff Board in 1927 by 
more than 3 annas a gros~. This works cost, I may point out, 
is exclusive of over-head charges and profits. It is thus clear 
that the rate war started soon after the Tariff Board's repol·t. 
Since the last year, howev.er, the campaign .has been much more 
vigorous. The net revenue to the Swedish Trust on present sale 
figures is llot calculated to be more than 12 anllas a gross against 
the -future fair selling price of Rs. 1·2-5 as fixed by the Tariff 
Board. Taking a most favourable view of the Swedish Trust's 
working, it is evident that they have cut down prices by 61'2 annas 
a gross to-day against the carefully worked out estimates of the 
Tariff Board. It is not understood where and how such a large 
reduction could be possible;' and we are compelled to draw the 
only conclusion that what was foreseen by the Tariff Board and 
mentioned in so ·many clear words by them in their report is 
coming to pass; and while the Government of the country were 
exp~cted to save the indigenous enterprise by necessary steps 
against the Swedish Trust's exploitation, they hav,e allowed the 
Swedish Trusts's activities to grow in the country to the detri. 
ment and ruin of the indigenous enterprise. It may be intel'lCsting 
to mention here that as a result of the Indian enterprise in match 
manufacture, and the. competition,. it has given to the Swedish 
Trust, India, as consumer, has gained an anllual saving of no less 
than 3 crores of rupees; and unless effective measures are tak!ell 
to safeguard the interests of the Indiall ente~prise which is res
ponsible for this saving to the country, there ,is the danger of itS 
being gradually killed and the country being left to their mercy 
of the Swedish Trust. We feel, therefore, that we are perfectly 
justified in a~king Government to let us know what steps, if any, 
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they have taken to prevent' such a state of affairs coming-- into 
exis~ence when they have had all ·this time the Tariff Board's 
report in their hands; and why this rate war, which ,was so. clearly 
anticipated as far back as 1926, and which was recognised by the 
Tariff Board in 1928 as a lUrely danger has not been prevented. 
Is it not high time that the Government of the count~y should 
make up for its past inaction by prompt measures, if it is at alL 
desired that the industry of the country should be saved from 
ruinationf 

With these f/lw words, I beg to second the resolution. 
(Applause). 

The Chairman: Mr. Hooseinbhoy Lalljee, may l just askho'I'W 
you would like to arrange it-because, as I fixlld it up that we 
should ask the Honourable Member to. reply at 12, I am afraid 
you have got very short time at your disposal, and either your 
speech will continue or I will have to call upon the. Honourable 
Member. I I 

Mr. Hooseinbhoy Lalljee: I will finish it within that time. 

Mr. R. K. Sidhwa: Mr. Chairman, I heard you state that you 
would allow five minutes to the supporters. 

The Chairman: What is the point! I said that' I would allow 
,fiv.e minutes, but after I saw that the sense of the House wa~ that
the honourable gentleman should continue, I could not stop him. 

Mr. R. K. Sidhwa: Was that the sense of the House! 

The Chairman: It is my business, Mr. Sidhwa, io. find o.ut 
what is the sense of the House. I am a.fraid you are not helping 
the Chair in the speedy disposal- of business but have' been unne. 
cessarily interrupting. Let us not waste the time of the House. 

Mr. Hoo$einbhoy A. Lalljee (Indian Merchants' Chamber, 
Bombay): Sir. I am thankful to you for the indulgence that you 
bave promised, but I assure my friend over there that I shall not 
try to take all the five minut~. If I do try to take a few minlltes 
more, it 'is' because of tile unfortunate position.in which we have 
been placed owing- to tile absence of my friend, Sir Chunilal 
Mehta, whom I am sure, if he was present here, 'ml friend would 
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have liked to hear much more than myself. I am sure he will not 
_ take any niore objection if he finds me not so palatable as my 
friend, Sir Chunilal Mehta. _Now, Sir, so far as the salt industrY 
is conce~ed, my friend, Mr. Fakirjee has given you a short historY, 
but, . as one who has taken some inter.est in th.e matter, I would 
like, Sir, with your permission first to congratulate th~ Govern
ment on the action that they have already taken. The action was 
delayed no doubt, but after all, it has been taken and we ought to 
acknowledge the action that th Government have taken. -I say, 
Sir, that had it not been that this action was taken, . my friend, 
Mr. Fakirjee would have to-day sho.uted out that the salt industry 
exists no more. Sir, with regard to the salt industry, I _who was 
connected with Bengal for over 30 years was a little snrprised 
when I -found that there was some objection from a nationalist 
province like that of Bengal. My friend, Mr. Sarkar, is here, but 
I would-like to ask a simple question,-whether Bengal likes the 
salt industry -to beestablisbed in their own province; and if they 
really wish ~at they should also manufacture salt; does not the 
protection that Government has extended to the Indian Industry 
help them to revive that industry' Bengal, Sir, has raised the 
cry that they will get· salt dearer. I do not know wh~ther the 
Bengal people have studied the figures that have reigned with 

. regard to salt rates in Calcutta. I can only give th.em one figure, 
When the first Indian salt works were created 18 years back, the 
ruling rate in Bengal was Rs. 120 per 100 maunds, and the first 
competition that came in saw a fall of nearly Rs_ 90, and the 
rate was brought down to R ... 30; that continued for only one
year; and then again my Bengal friends had to pay something 
like Rs. 100, and Rs. 120 for a certain period. Now, Sir, it has 
also been stated with regard to the qnestion of the salt indnstrY 
Aden is not a part of India, and it has been asked, •• why shonld 
Aden be supported I" Now it is a fact, Sir, that Aden bas been under 
the Government of India and especially under the Government of 
BombaY-ever since it was occuped by British and Indian troops; 
that for years back the people in Aden have been recognized as 
Iudians, and in fact a great majority of its population consists of 
Indians. Aden is " port at which a large quantity of grains and 
piecegoods -from- the -Bombay side find sales, and rice from Ben· 
gal is being sent there for so many years in large quantities for 
distribution to Arabia, Somaliland and even East Africa: and it 
U because of the fact that· Aden ean send back salt to Bengal 
tbat they are not'reqnired to pay a larger .. monnt of freight than 
they would ordinarily have. Sir, the salt industry is .. ' g~8t neees
,ity for tbis country, 'lnd the Report 'ot' the Tariff Board-and the 
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Chunilal Mehta Committee's Report ft;rnL<ill' ample proofs that 
India can be self·supporting. If thaUs so, Sir, 1: think it is hig'll 
time that the Government should ,endeavour to manufacture salt 
or bring into existence a system' of manufacture of salt all over 
India. Salt, ,Sir, is a commodity which not only helps the growth 
of human being but also helps cultivation: and -that such an arti
cle was being imported, and is still being impor~ed. for years from 
foreign countries has heen a misfortune £01' this country. Not only' 
that, but the amount of money that was and is being drained away 
should be' taken into account, and when you calculate that, well, 
certainly you will he 8 ble to lay your finger on one of the grounds 
for the poverty of India. Sir, as my friend has pointed out, so far 
'as the importation of salt is, concerned, tbte percentage , of, salt 
that used to come from Great Britain about f,orty years back was 
something like 60 per cent of the consl~ption and it has now 
come down to 16 per cent. All that money has gone out of, India 
not only to England, but tQ- all foreign countries such as 
Germany, France, Italy, Egypt and' other countries" -and- last 
but not the least, great salt works htve been oreatea on the Red 
Sea side by the help of the Italian Government who have lldvanced 
no less than 2 million pounds to that concern to help it to bring 
salt into India. Sir, while foreign, Governments, are creating salt 
works' and financing them with their money, in only our -country 
our Government wants to give, them the sallllC, treatment or ,better 
trelltment than ourselves. Sir, is thllt fairness' Is that, not 
discrimination against Indian interests, I ask' (Applause):, 
(Hear. hear). Why should the Italian Gonl'nmentfinanee salt 
works in another country to _feed Indid It, is no private con
cern wbatsoever. This sort of thing is going on with i-t>gard to 
salt. ,Now I shall draw your attention to the question of chemi 
cals. With regard to that, we have already got the Tariff Board 
Report since 1929. but I do,not know why the Governm'ent'have 
not expr~ssed any opinion thereon. During the war, the Gov' 
ernment felt th,e necessity of creating chemieaI works In India. 
They felt the necessity of even creatiug che\mical works in Great 
Britain.-and look at the way in which things are done in Eng.
land. The ImJlerial CIlemical works in England is being financed 
by Government. is being subsidL'led by Government, aDd helped 
by Government in every way. Why is not our Government doing 
the sam& in India t Do they want another great war to apprc-, 
eiate their own position of helplessness, hopelessness and depen, 
dence upon foreign .countries whom, at the eo.t of India, th,eJ 
feed. and, then they want India to fight for the Empire against 
those foreign eOUlltries. I say we have het;e & positive charge to-
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lay against the Government that they have been feeding foreign
ers -who are ever ready to fight the Empire and, mind you, Sir, 
it is at the ~ost of Indians that they hecome many times'stronger, 
and India is expected and required to help the Empire against 
these f9r:<lign countries, Sir, a lot depends upon the action that 
Government takes in' this respect. The chemical industry is a 
necessity for many other industries to continue and flourish, and 
I hope the Hon 'ble the Commerce Member -will at least no-w give 
us an assurance that some action is being taken. With regard 
to the match industry, my friend has explained the position at 
length, and I only -wish to point out that by the inaction of Gov
ernment not only a foreign syndicate has come hi and is ruining 
the country, but this syndicate has gone to the length of abuslng 
our hospitality by 'arranging all over the -world to take over th.e 
machinery supplying -works, the chemical works, and so forth., 
They have even gone on and made a combine to purchase all 
the raw material -which sometimes -w,e require from abroad. They 
can do all this sort of thing, and still we allow them to he in our 
country. This vested interest has recently grown up; and if our 
Government is going to treat these new concerns, these new 
vested interests of foreigners indulgently and to allow them to 
ruin us, then I think we should consider Vlery seriously whether 
we should not take action against British as well as foreign inter
ests. Not only that, )1lI~ by allowing such a syndieate to come 
into India· the Government have allowed a drain of nearly three 

. crores for the last sixty years from India, and this drain will 
continue for long. I would point out that when the Tariff Board 
Inquiry Committee was appointed, this very syndicate said that 
this industry did not fulfil any of tbie conditions of the Fiscal 
Committee's Report; that is to say, they thought that this indus
try should not be protected,-that it would not be self-supporting 
in India, and it .should not he protected. Well, at that time, the 
concern had a capital of 40 lakhs, and the question may be asked, 
.. why -was this concern created when you lire of opinion that this 
industry cannot, flourish' hi India'" Then they said, .. probably 
the concern would close down their works "-a concern with a 
capital of 40 lakhs of rupees, a concern that believes that there 
is no need for protection, and is continually developing, and yet 
our Government are merely watching tlie course of eV,ents I Only 
last January a question was asked in the Assembly, when the 
Hon 'ble Member was pleased to say that serious consideration 
\f1l9 being given to the question. Well, it js now 12 months past, 
and what do we ftnd' Still, inquiries are' being made,-and, Sir, 
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the result is; we' are reducing the scope olour Indian manufac
ture,. and the Swedish syndicate is. going on; and it will be seen 
that all 'the factories. will be closed do~, amt- the . moment 
that is done; the Swedish syBdieate will immensely grow up, and 
you will again have a drain of three crores of rupeeS from this, 
country. As one of the representatives of a Calcutta· firm told 
me, even 'the banks in Calcutta, ;even the shroffs and even' ordi
nary people WQuld not lend money to a match manufacturer be
cause they say, "here is a foreign syndicate,' so powerful :as to 
ruin the industries of 23 eO'mtries by acquiring a mollopoiy" and 
here is a Government which will not take 'any action against 
t~m and which will not i,n any way help the indigenous indus· 
try. So we canno't help you!' It is not that·the' banks and the. 
ahroffs are hostile, but it is because our Government will not 
come for\vard to help the national industry; and'still the Gov. 
erument would sit still and therefol\C, we' want a Director of 
Industries in every province, 

Now, Sir, coming to the hides and skins, I would like to say 
a few words because I happen to have some experience of that 
line during the war. During the war our Government felt the 
necessity not of hides and skins being taDJ~ed by our tanneries 
but they put a special Dfficer to look after it and now they say 
that there is no need for it.' The tanning industry has b~en 
ruined. 'Why' Becaul\e certain importers, do not want that a 
little money on the tanning-labour should be spent in India. 
They want the raw material so' that even the tanning work 
should he done there. l assure you that if tanning is allow~ to 
be done in India then the hides would become cheaper tban what 
they are to·day. The . poor Indian labour is ,very cheap and 
everybody wants to exploit them. We heard in this Chamber 
yesterday about the recommendations of the Agricultural Com· 
mission and the great need· to help the agriculturist. We also 
want that some employment should be found for them. Here are 
the ways and means by which employment is to be given to them. 
With these words, Sir, I support UIi6 Resolution. I have tried'to 
finish my speech before 12 o'clock as I promised to do. 

The Chairman: I should like'to request Sir George Rainy on 
your behalf to stay for five minutes more because I find that in 
this Resolution tanning industry has btIen inoluded and I should 
not like it to go unrepresented. 

\ 

Mr. Mahomed Ismail, ~Southern Indian Skin and Hide 
Mercbants' Association): I tbank you, Sir, and the Hon'ble 

8 
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Member for Commerce for allowing me at least';; minutes to re
present the case of the tanning ind.ustry. Sir, the total value of 
skins and hides and thp leather articles in this country is about 
Rs. 40 to Rs. 5,) "rores per annum and about three m!illion people 
are engaged in'this and allied 'work. The tanning industry' has 
not only got a great economic bearing on the commercial and in
dustrial development of the cGuntry, but it is also a key industry 
which'is very serviceable in cases of emergency. It was this use
fulness and immense service that was acknowle(lged during 
the wai-when at a time 75 per' cent of the British armies had their 
shoes, the uppe:r leather of which was made in SGuthern India. 
This is in adc1ititm to the satisfaction which the tanning industry 
was able to give to tt1e requirements Gf the civilian population wear' 
ing shoes. Now, Sir, the Government at that time recognised the 
value of the industry and also the peril which it stood at the 
hands of the foreign competitGrs. Before the war the Germans, 
the Americans and ot.hers exploited our raw resources' and they 
even formed themselves into a ring at times. There were, cases 
when ,thes~ comhines boycotted the Indian sellers who sold skins 
and hides to MadraS tanners. 'Later on, after the war, many a ' 
time when the prices were high, the foreigners kept themselves 
a1{)0£, and when the prices' feU down, they swoGped upon the mar
ket and took away the raw materials of the country unawares, 90 

to say.' It is in this way that the tanning industry 
has aU . along be~n' dealt with by the foreign interests 
and it is because of this that we bave been asking for 
protection. But instead of giving protection, the Government 
reduced the ,duty t05 per cent at the request of the foreign inter
ests. The foreign agencies in the country which were mainly 
caterers to .American and German firms: represented to the. Gov
ernment ~hat it was an evil in so' many ways; but 
~o far we ha .. e not been able' to see we don't knG'" 
what the. evils ~re. They speak of the cause o! 
the primary producers, but Government themselves when they 
levied the duty said that it did not in any way injure the inter
ests of the prjmary producers. Then again, the matter ~as dis
cussed at the Geneva Conference. They said that they were 
against any export duty; but then, our country cannot be linked 
with' other countries which 'ha"e had ail earlier Rtart in the indus
trial and 'commercial development and which have got immense 
facilities for mass production. But even that Conference laid 
down certain exC<'ptiGns and, the tllnning industry comes under 
that exception:, ThelJ again, European countries, like Roumllllla 
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hnc not I\greed to abide 1Iy that resolution. This industry, Sir, can~ 
not. be given protection through an import ·duty because the' nn.: 
ports hardly come' up even. to a crore -of rupeeS ine1udU;g . even 
the artifieial leather, whereas our export&of skins and hides in-

. cludirlg tamle,l skins and tanned hides come to anytbmg between 
Iii and 20' crores . per annnm. It is alleged that if a 
duty is levied, thf' trade may be affected; . but then. the 
world (lanDot ignore our supplies. The whole cattle 
population of the world is computed to be 600,000,000 of ,which 
India .alone contains not ~ss than' 200,000,000. I am afraid 1 
have not the time to take the House through various figures ·but 
I shal! mention only a te~ figures with reference io raw goat· 
skins. They compute the figure to be 120,000,000 for the whole 
worid. About 90 per cent o( this or about 105,000,000 comes into. 
the international trade, of which India alone supplies 41,000,000 
·of. raw goat skins. Then, again, Sir, even with a duty of 16 
per cent and when Germany and other countries were passing 
through the post·war depres~ion, Ge;many was able t~ buy raw 
hides from our country. This shows that the world cannot ignore 
our . supplies. If such foreign countries want ouly our, raw 
material~ lind if they refuse to take ol1r tamled hides, 
·then we. say that this is not fair to our country. 
Even Germ8JlY has levied an import duty on our tanned hides and ' 
-".merica has. now' levied an import duty on our tanned skins 
and hides. while they have left raw skina free. This 
last factor of tb,e American Tariff has given a death·blow to out 
tamling industry. As it is, it was being. crushed by foreign ex
ploitation and then by the high exchange ratio ,and then by the 
general depression and last of aU the American TariH has proved 
the '1I'ritable last straw on the camel's back. . ReportS after· r.e
ports are coming from England, which is not only· the greatest 
purchaspr of leather from America but also the large" 
sell .. r to .America of leather and manufactured goods, that the 
Amf'ricans do not buy in the London market to which most or
our tanned skins and hides are. being sent and $at this furthv 
d'lPffs.qion and this most disappointing position is due to . the 
American Tariff. . 

Tb,e Chairman: I would like the Hon'ble Member to bring 
his remarks to a close. 

Mr, !lId. Ismail: Sir, tbe position has beeome V<!r.Y acute an!! 
even a f .. ,v months' delay will melln (!ompl .. te ruination of this 
important industry. So lII.ucb so thllot the CO.!DDIereial bodies of 
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Madras, European as well as Indian, and the Pre9s, European as 
well as· Indian, have taken up this case and and have put forward 
·as their opinion that unless an immediate remedy is vouchsafed 
to this industry, it will he ruiued and its position will then he· 
come ahsolutely irreparable. 

Sir, I wish to thank the Government fOr the promise they 
have gh'en in the case of our raw goat skins, but that alone, J 
am afraid, will not help the industry as a whole. The relief 
must embrace the whole tanning industry, skins as well as hides, 
and that too must be done immediately. If it is not done quickly, 
the primary producer, for whom the foreign interests have taken 
so much loveand liking, will be placed at least at the sole mercy 
of the foreign exploiter, because he will then he the only buyer of 
the raw skins. Then, even for a piece of leather which is required 
for an ordinary pair of sandals, we will have to depend upon 
foreign countries. Therefore, apart from the right 01 this .indus
try to live, I beg of the Government to show at least some mercy 
to this industry, which is, I might almost say, on its death·bed 
now. 

'fhe Hon 'ble Sir Georl!e Rainy:· Mr. President, may I beghi 
by thanking the Hon'ble Mover of the Resolution for his 'very 
cordial wishes of Bon Voyage and for his wishes that I might 
return in his ship. I do' not know whether this will be possible 
on this occasion but I certainly hope that before I die I shall be 
able to make a journey from England to India in his ship. I 
wonder if I am right in taking up just two or three minutes to 
tell the F'ederation the kind of impression that has heen growing 

. on me during the four years that I have held the office of the 
Commerce Member. The ,conviction had been steadily increasing 
from y~ar to year and from month to month and the hnpression 
created upon my mind was this-that there was something anomal· 
ous in the arrangement that I, coming from another' country, 
should appear before the representatives of India as charged with 
the hnmedialle control of commerce. As· we all know, things have 
been changing very rapidly in India in the last few years and. 
with the neW India that has. already come into existence and is 
rapidly ·coming into existence, the conviction deepened in my 
mind that this was an arrangement that could not continue for 
very long. Therefore, when the Government of India had to 
'consider their proposals in connection with the Constitutional 

·Speech not correc.ted by the speaker. 



:R!eforms, the impression was quite. clear in my 'mind that what
ev~r might be said abou~ other departments or .other subjects, the 
time had come when the. administration of the Ilommercial sub·· 
jects ought to be in the hands of an Indian ';'hose. policy would 
be moulded in accordance with the wishes. of the Indian labour. 
That was my quite clear conviction and that is what you will find 
in 8.ubstance in the Govemment of India Despatch, qualifilld only 
by this, namely the proposed commercial agreement. I know quite 
well and r am not going to argue the question, I ~ow quite :w,ell 
the difficulties there are. I know quite well the objections that are 
raised, sometimes on th/!' o';'e side and sometimes on. the other, but 
I do want to say this, that when a great change in the .relations 
between two great countries occurs as it will occur before long, it 

_ makes a great deal of ditJ;erence to the future whether that change 
occurs violently or whether it leaves some sore spots behind it 
or whether it occurred as the result of a spirit of mutual accommo
dation and goodwill. It is in that spirit that I have always hoped 
and still continue to hope that it will be' possible when the sittings 
of the Round Table Conference are resumed to arrive.at a common 
agreement: 

Now, I have not got too much. time and therefore I must pass 
on to the subject of the resolution by merely saying this that!. very 
cordially thank the President of the Federation and the other 
gentlemen of the Federation for adapting themselves to meet my 
personal convenience. I think you know that there are rather 
cogent reasons. I have still" got a good deal to cj.o before I leave 
Delhi at ten minutes past ten to·night. I am very grateful for the 
consideration shown to me by the Federation in allowing IDe to 
rise at this stage. I will deal first and very briefly with .the chemi. 
ca! industry. I do regret more than I can say, that we have not 
found it possible to publish the Report of th/l Tari1f Board earlier. 
As I said in the Assembly. it will be published before the end of 
May and I quite recognise the depths of feeling which I know is 
felt by a number of members of the Federation and outside, but I 
will ask the members of· the Federation to believe that there is no 
sinister motivll behind it and that the angle from which I approach 
this question of protection is the angle from which I approached 
the question of protection to steel industry in 1923. After all I 
have been rather closely associated with that particular branch of 
the Indian industry and I am glad to say that I believe 
that as & result of th. measures which on that occasion I had the 
honour of taking a share in initiating, before very long it 'will be 
quite pillin to the whole world that the steel industrY' is firmJ;y, 
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established in India. I believe that if to-day the railways were in 
a· position to place all the orders that they would lik.e to place, I 
believe it could be shown even noW'that the prospects of the indus
try were assured. One thing more about the chemical industry, 
I will say and it 1S this. We h~ar a great deal about the desirability 
of responsiveness on the part of the existing government. Well, in 
the case of the salt industry, we gave an example during tile last 
session of the desire of Government where they can to meet the 
wishes of Indian opinion generally. It is from that angle that I 
approach the consideration of the -chemic!!l que~tion. 

Now, I will pass' on to the question of matches. 
I do not intend to say anything more about salt, one reason being 
that my honourable colleague who is directly responsible for salt 
is already here and in any case the members of the Federation 
know exactly what was done during the last session and my friend 
Mr. Hooseinbhoy Lalji clearly indicated that they approve of 
what had been done. So I will now turn to'matches. As regards 
matches, I am no longer in charge of that particular subject, but 
I would like to narrate . briefly what actually occurred. .When the 
Match Industry Protection Bill was before the Assembly, I said 
that the positiop would advance and that if it appeared that an 
attempt was being made to oust the indigenous manufacturer by 
the operations of a powerful foreign combine, Government would 
take the matter up. Now, we have got quarterly returns from them 
always which we used to examine closely with the prices at which 
matches were being sold' and I think I am right.in saying that it 
was not until about Mayor June last year that the tendency to cut 
pric6§ became apparent and it was not till the following quarter 
tliat is, July,August·September, that it became very marked. The 
case on the statistics for Government action could not arise until 

. we got these figures, assuming that that was the only infor
mation we had,' that is the figures for the September quarter. But 
before this could reach us, we had representations from the Indian 
indigenous match manufacturers drawing attention to what was 
going on and asking that action should be taken. Thereupon we 
asked the Director-General of Cc.mmercial Intelligence tQ make an 
enquiry and to report to us as soon as possible: The only method of 
enquiry he could adopt was to ask for information from the Pro
vincial Directors of Industry as well as from the Match manufac
turers. In January I fo~d that his report had not yet reached us 
and that he had written to us to say that some replies were still 
outstanding and that he would not be able to submit a complete' 
report for some time. Upon that I asked that he should submit his 
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report at once in so far as informatio~ at his disposal enabled 'him 
to give us information. He did so and as the result o{the facts he 
brought to our notice it became clear that there was a prima facie 
case for an enqUiry and it was after that stage had been 'reached, 
and only after that stage had been reached that'it occurred to me 
that properly it was really rather the business of the Industries 
and Labour Department than of the Commerce Department and, 
for that reason I asked my honourable friend, .sir Joseph Bhore, to
take over the case and to deal with it. He very readilj agreed to 
do so and I think many of you know that the first step thatwBIt 
taken was that on the 4th April a meeting wa~ called at which the 
principa~ indigenous manufacturers were represented and they 
placed their whole case before the representatives of -the Govern
ment. I understand that what my honourable colleague-now conteD!
plates to do is that as soon as he gets to Simla, representatives of the 
Swedish man\lJ'acturing company should be invited to come there and' 
io place their cards on the table and to give all the information they 
can. After that my honourable colieague would -consider what the 
next step to be taken is. I am only deputising for him on this occa
sion and therefore I cannot say more, but he did ask me to explain 
to the Federation that he would have been present himself to deal 
,with this matter but for the fact that before the dates of thiS' 
aneeting were arranged, he had already made engagements for'" 
tour taking him to Madras and he was unwilling to -disturb those 
arrangements merely on account -of this one branch of that, parti
cular resolution. Otherwise he would certainly have been present 
here himself. 

I now tut:n to the question of hides and skins and tanning indus-' 
try, I notice that clause (6) (3) of the resolution asks -Governml!nt 
to give effect to the recommendations of ' the Hides Cess'Commit-'
tee. I have every disposition to do so, but it is' a matter in which 
we mUst carry the Local Governments with us because we can 
hardly act directly. We can hardly take action' without their oon;' 
currence and we have not yet received replies from all of them, 
and 8S soon a. they are received, the matter will be taken up and. I 
hope it will be possible to give effect to the recommendations of 
the Committee. 

Then I oome to the question of protection' for the :t~ning ind~
try. What I would like _ to say about that is this. I suppose a great 
majority of the members of this Federation do hold the opinion 
that it is possible and also right and desirahle to give protection 
fo the industry in the form of Il!l export duty on raw material But 
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I think I am entitle.d to say' that'a great deal can be said on the 
other. side, that the export duties are very troublesome thing. 
sometimes and very often do not like to operate them or if you'ope
rate them, they do not result in the way you expect them to ope
rate_ The view hitherto taken by the Government has been that an 
attempt to use export duty as a protective duty may result very 
differently from 'what was anticipated may result in 'the' opening 
out of alternative sources of supply to the detriment of the produ
cer of the Indian raw product without any particular advantage 
to the India;' manufacturer of the manufactured products; and also 
duties which were intended to be a protective character some
times lead to retaliation by other countries. But' it does not do to 
be muc4 too apprehensive of that or allow one's policy to be deflect
ed by considerations of what they believe may do; still we have 
to keep that in view. On the question of hides, I have hitherto not 
lIeen convinced that tbe view taken by tbe Government of India 
was, wrong_ In the Assembly during the Budget discussion tbis. 
year,. Mr. Jamal Muhammad Sahib iu a speech drew special atten
tion to the question of raw goat skins and the effect which the 
changes in' the Ame~ican tariff had had 80 far that material was 
concerned. I therefore promised in the Assembly that the matter 
would be considered and that we would give the tanning indus· 
try in Southern India every opportunity of explaining the posi
tion to us. I should like to explain. now one of the things on which 
my mind is not yet quite clear is tbis. I can understand this that 
by the imposition of a duty of 15 per cent on the tanned skins 
while the raw skin enters free so far as the market in the United 
States of America is concerned, obviously that gives an advantage 
to the American manufacturer. But I pointed out in the Assembly 
that less than 10 per cent of the tanned skins exported from India 
go to the U. S. A. whereas nearly 90 per cent go to the United 
Kingdom. Therefore any injury suffered in the domestic market of 
the United States would not necessarily in itself be a very serious 
injury to the Indian tanning industry. But where I like informa
tion is, on two points, namely whether the manufactured goods 
which are made in the United States from the Indian goat skins 
are in fact exported on a large scale to other markets. That is 
the first thing. 

A Member: Yes, Sir. 

The Honourable Sir George Rainy: I should like to have full 
information upon that.· The second point is how the American 
import duty gives the American manu!acturer any advantage in 



the neutral markets where the goods are not subject to the -duty. 
I shall be very grateful if the representatives of the tanning indus_ 
.try would w.rite to us about that and explain to us the position as 
they .8~ it. -

Then, I oome to the last elause of the resolution namely about 
the Indian mercantile marine. As members of· the Federation 
know very well Government found it impossible to assent to the 
Bill which passed its second reading in the LegiSlature and was 
referred to a Seleot Committee. We-thought you were wrong and 
you thought we. were wrong,but the attitude of both parties was 
quite clearly explained. . Therefore I need not' dwell upon that. 
But I promised in Septelltber 1929 that the <Thvernment of India 
would have a settlement by agreement and I urged. that they 
would explore the possibilities of -means of assisting the develop. 
ment of the Indian mercantile marine upon other lines. I should 
like to tell the Federation quite plainly, why it· has not taken 
action yet to explore these other lines. One reason quite clearly 
was this that during the last year,-it is no use shutting our eyes 
to the fact,-the whole political atmosphere has been most unfav· 
ourable for a disoussion of questions of this sort. But much more 
important,-and I must again refer to it,-was the impending sit:. 
ting of the Round Table Conference at which the commercial 
agreement would, we hoped, come under discussioo. I still adhere 
quite firmly to the view I have alwaya taken that this is a mat.te~ 
which can be settled by agreement, which. ought to be settled b;t 
agreement, and if it is settled in any other way it will 1e most mi· 
fortunate. That means concessions from both sides, and I can assure 
the Federation with reference to what fell from one speaker that 
if any opportunity occurs while I am in England by which I can 
give my help in that direction, I shail be only too glad to take 
advantage of that opportunity. It ill a matter which I have very 
much at heart.. 

And, finally, there was a third reason why ,we did not explore 
the alternative methods, and that is to be found in the financial 
pol!ition of the Government of India. If an alternative method is 
to be adopted, then I think quite certainly it means the grant of 
direct financial assistance tn the industry, and it is by no means 
8 cheap matter or a simple matter to find the necessary funds. Now, 
the finanoial position of the Government of India being such as it 
was and sueh as it still is, it seems to me that it will be almost a 
mockery to appoint a committee to advise the Government of 
India what subsidiell are n-.ssar;p:. with the absolutely certain 



knowledge that it would be impossible to give that assistance. I 
do feel that very strongly. But I am· not going to surrender the 
hope I still entertain that these difficUlt questions will be settled . 
at the Round Table Conference in a form to which both sides can 
assent, and that the way .will then be clear for the creation of an 
Indian Mercantile Marine under the auspices of an Indian Govern
ment. That is what I look forward to and that is what I shall 
hope to see. (Applause). 

The Chairman: I am not putting this resolution now' to the 
vote because Mr. Mahomed has still to speak on it. But before we 
take up this resolution again I think we have to take up the other 
resolutions dealing 'with Currency and Exchange and Silver; and 
after those resolutions are finished we will take this resolution 
up again. Probably Mr. Fakirjee may like to reply to some of the 
remarks. Therefore I will not put this now to the vote, but we' 
will continue' it after W1l have finished dealing with the other 
resolutions. 

Mr. Hooseinbhoy A. Lalljee (Indian Merchants' Chamber, 
Bombay): lIIr. President, may I ask one simple question of Sir 
George Rainy, We have heard about the reference to the Round 
Table Conference. We all hope there will be some amicable settle· 
ment, but I take it that the Round Table CoJlference will consider 
the position between Great Britain and India and that there is no 
question of any foreigners to be considered at that Conference. 

The Honourable Sir George Rainy; I have no authority to 
state what mayor may not be considered at the Round Table 
Conference; but certainly it has never been suggested at this end 
and' certainly it was not' suggested in the Government of India's 
deSpatch that the citizens of other countries came into the question 
at all. The reference throughout was to British India, and speak
ing from memorY,-although it is a rash thing to do,-I seem to 
remember. the phra,se "subject always to reciprocity." 

The Chairman: Before we take up res'olution no. 1, I should 
like on your behalf to extend our cordial thanks to Sir George 
Rainy for being present here, particularly . in spite of the fact 
that he is leaving to-night for a holiday. (Cheers). Therefore I 
hope you will all join me in wishing him a happy voyage, and I 
should again thank him on your behalf for giving us the benefit 
of his presence here and enlightening us on various points. 

The Hon 'hIe Sir George Rainy left the House. 
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The Chairman: Now, before I <iall npon Sir Pnrshotamdas 
'l'hakurdas to move resolution no: 1, I would like to 't1lll: the House 
that I have been reminded by friends that although ,)Ve have 
decided to allow 15 minutes to the mover, 10 minutes to the 
seconder and 5 minutes to the supporter,' I have not rIgidly 
observed the rule. I know'I have not, but if T sqme~imes found 
members clapping a particular speaker, I can only see that they 
want him to continue. After all I am a servant of the House and 
I am entirely in your hands. We have a . lot of business before us 
and I therefore hope that the speakera. ,will try th,eir best to 
Qbserve this rule rigidly. 

CURRENCY &. EXCHANGE 

Sir Purshotamdas Thakurdas (Indian Merchants' Chamber, 
Bombay): Sir, the.resplution I have to place before the House'for 
their acceptance runs as follows. I have been told that it ISo£ the 
length of half a speech, but I do not propose to speak much after 
moving the resolution and as the resolution is of a comprehensive 
nature, I think, Mr. Chairman, it would be best for me to ~ad the 
resolution before the House . 

.. (A:) The Federation views with grave. apprehension the 
:financial and currency policy of Uie Government which has had 
the elrect of: . 

(i) reduoing the purchasin, power of the people, 

(Ii) increasing the liability of every debtor including that of 
Government, 

(iii) creating artificial stringency . at even unnatural perioda 
during the laat few years in the money market and under. 
mining the credit of the Government both at home and 
abroad, 

(iv) frittering away the gold re80urces in the currency reaer
vea which threatens in the near future the convertibility 
of the currency of the countl'f. 

(B) The Federation is of opinion that unless immediate steps 
are taken to-

(i) make drastic rell'encbmen' in every departmen' of nation
al expenditure both in the Central and the Provincial 
Governments, 



. (ii) generally to regulate the currency and fiscal policy of 
the Government in a manne.r calculated to promote the 
productivity of the country, and 

(iii) stop further efforts at maintaing the value of the rupee 
at ls.,Sd .• 

the situation cannot but. develop most alarmingly causing irrepar. 
able harm ·to the economic structure of the country. 

(C) The Federation repeats its emphatic p.rotest against the 
fact that inspite of its warnings during the last few years, a policy 

. diametrically opposed to unequivocally expressed responsible 
Indian opinion has been pursued and is ama.zed at the Govern. 
ment's determined persistence in that policy on the eve of 
the transfer of the Finance and Commerce Departments to popular 
control." 

I said, Sir, that the Resolution is a very comprehensive one and 
I hope that after hearing the Resolution as read out by me the 
House will agree with IDe. ' 1 do not propose to give any figurc9 
either of contraction. or of the depletion Qf our gold resources, 
as'l take it that the House has seen and remembers at least in 
the' main poiJ"ts the various representations made 'by some' 
of the important commercial bodies who are' m'em· 
bers of this body. I wish however, Sir, to refer briefly to the 
latest exposition of the. Government of India'8. own position in 
this matter which is contained in the Honourable Finance Mem· 
ber's Budget speech. I refer to that part of his Budget 
speech which has the heading, "Review of Currency 
Policy". 'It commences with paragraph 101, and whilst there 
are explanations given about the .various steps against which 
criticism has been levelled with regard to. the cmriency policy 
of the Government of India during the last few months particu. 
larly, I should like to touch upon one point which I think requires 
not to be let pass without further refutation o~ our part. 

I refer to paragraph 108M the HonoUl'able Member's speech 
which has the heading, "Policy of Dear Money forced on Govern
ment." The conclusion of that paragraph which is in words which 
are in italics runs as follows;-

"But if has been forced on the Government-Hit" meaning 
the policy of dear money-by those' private int~rests who 



fo~ various reaso.ns, nervousness as to India's future or 
a desire for speculative gain, are sending'mo,ney out of 
the country." 

I know it is very difficult l~r Government to tell us how. much 
money has been remitted outside the country by persons who do 
not usually in the normal course· remit money outside the' coun· 
try. For instance, the EUropean who· has his capital here iIi the 
normal course in ordinary years takes his interest or earnings on 
that money outside India. I. presume the Finance Member could 
not have that in mind. What he must have 'had in mind .is the 
al.legation,-I may call it an allegation until the Honourabll! 
Member is able to giVe us figures;. not that.I disbelieve .what hl!' 
has said,-the allegation of large sums' of money being' sent out 
either owing to nervousness as to the future of. India ·or for the 
desire ot speculative. gain. Tbe class ~hich does h for the iatter 
purpose, namely, speculative gain; is a class which is not confined 
to India for it belongs more to the west than to the east, and it is 
a class which can be dealt with and has been adequately dealt 
with in the past by a currency -policy, in which' GOV'ernment them. 
selves have confidence and faith, a policy which they can pursue 
with the support of the commercial community who will not fav
our these speculators. The class then which the Honourable Mem. 
ber particulerly can have meant to .criticise is the class which does 
not' do it for speculative purposes but does it because of nervous: 
ness as to the future of India. NoW. I suppose the Finance Member 
will agree that if there is any set .of people in the world to'!iay 
who in spite of. the' perilous condition of their currency has still 
faith in its own currency, .it is the people of India. What they have 
no faith in is the policy by which that currency department is 
guided and controlled. What they have no faith in is therefore 
the absence of their own voice in the management of that depart. 
ment, and the reluctance of Government to respond to or listen 
to 'criticism levelled 'at their policy in the best cif spirits and with 
the best of motives. Sir, this very Federation and this very plat. 
formha8 criticised the' Government policy for more than four 
years now. Every Finance Member,-and _ the Honourable Sir 
'Geor~ Schuster has been one of tho.se,-has been good enough to 
Ilome h~re and listen to our wails and our tales of distress; and 
I am afraid he will have to- admit that very little haa been done 
till now to meet what we have put before him personally on this 
'platform and gene.raUy before the Government of India both in 
GJl~prhes and in writings which certainly had not been wanting 011 

the side of being e.quivocai. I feel, Sir, that the people of India 
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have yet faith in their currency and in the rupee. But the rupee haa 
been so ill-treated, if I may say so, by the Government of India 
themselves that if they found that people who understand some· 
thing about the underlying forces of the mismanagement of cur
rency take their money outside India where they earn 6 or 7 per 
cent in gilt-edge securities, and put the money in foreign countries 
earning only. 3 or 4 or 4Ya per cent, surely I say to Sir George 
Schuster that if he were a private citizen of India and not the 
Finance Member of India, I do not know if he himself may not 
have done it .. I therefore appeal to Government once more in con· 
sonance with the latest paragraph in Sir George Schuster's own 
speech at the Budget time which I will quote a little later, I appeal 
to him to rise to the occasion and to show to the people of India 
that the Government 'are anxious to help'the people of India to 
retain confidence in their own currency. In ·the latter part of the 
Finance Member's speech he gave vent to some sentiments which 
I am sure this Federation will appreciate wholeheartedly. I' 
know that in the other country, in England, he has been criticised 
very strongly and very unjustifiably; but unfortunately what has 
been happening in the last few months is that what is good for 
'us is not good for .the die·hards.in England; and what meets with 
their approval in London, especially of the die-hard school, we 
consider. to be deadly poison to us. But, Sir, for this sentiment 
which Sir George Schuster has expressed in his speech I am sure 
we are all thankful to him and appreciate him.. He said in para 
125 of .his speech: ' 

"In such circumstances, in the case of I business, if I may 
continue that analogy, the parties concerned, if they were 
upright and sensible men, would surely say "We must 
co,operate during the period of preparation." " 

. And iD the yery last paragraph speaking personally, he said: 

"I have 'tried in these' proposals to measure the needs fairly 
and. to ·meet them fully, If lided above all things by the 

• purpose of handing over a sound business to my succes-
sor.'· . 

These are very laudable sentiments and I have no doubt that Sir 
G,eorge Schuster means them in sincerity. May I ask him if he 

. will look upon this Federation as a set of people who are upright 
lind sensible men, as a set of people who feel no less for their 
country, and will not allow of anybody else, including His Maj. 
esty's Secretary of State for India, to say "I cali feel more for the 
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cultivator of India than you Indians ·can." I wouid protest 'against 
that; and if Sir George Schuster will give us credit fllr these two 
things, .r say to him, "Here is a set of people whom you indicate 
in para 125 of your speech. "Would h:e look upon us as business
J!J.en and not as mere politicians f Does' he regard us as anything 
but men who try to take to politics only' when we find that 88 

businessmen we 68nnot get our due and cannot. get any redress f 
Very few here like to go' to political1meetings if they fotllld' that 
their business, the economio fabric were being run on the correct-
lines. (Cheers). . 

These arc the qualifications of the "Federation, whi~h I would 
challenge any"body to .deny. I invite Sir George Sllhuster to enligh
ten us, to· take us into his confidence, and we' will be the first to 
go out t</ the country and proclaim that the Indian currency '8YS" 
tem is sound and that the system requires that everyone should 
stand by it. I invite Sir George lilchuster in consonance with the 
s~ntiments he has expressed in the two paragraphs which. I have 
quoted, to take the people into his confidence. I invite him further 
to exchange views-I do not know whether he would like·to do it 
-by the appointment of a committee. We have 'heard it said that 
if a committee is' appointed by the Government of India the 
exchange becomes weak. But I ask, why should ,a. committee be 
appointed only for the purpose of considering the ratio' Are 
there not" other weaknesses' in the currency policy of India which 
require looking into' Are not our gold resources being depleted' 
Is not our gold backing to our currency to-day weaker than' it 
was in 1914' In fact. is it not weaker, taking the note circulation, 
than it was in 1901' What progress have you made in the Cur
reney Department' Is it not up to you 11& those who are nursing. 
the bab,. of to-day in order to hand it over to-an Indian cabinet 
II. year or two later-is it not up to you to take the people of India 
into yoqr confidence' Perhaps you will be doing yourself II. lot of. 
good and you will be sharing responsibility with them. Is it not 
in your' own interest not to keep on managi~g the currency in a 
manner which at least oome people characterise purely as callous. 
and unresponsive to p~pular opinion' I~. your exchange questiori 
so weak such an invalid that it cannot stand the appointment of a 
committee or consultations by the Finance 1I1ember with people who 
understand the problem and who have a stake in the country greater 
than any number of Europeans ip. India have to-day' I say that our 
stake, the stal<:e of all of us who. are permanent .residents - here, 
natives of India, is greater. thaD. the' stake of the whole. of the 
European commercial oommunity multiplied thousand tiJl!.e8 over.· 
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(Cheers): I ask you in all equity imd.morality, what right have you 
to pursue a policy which has been challenged by the Indian commer
cial community and the Indian public for the last so many years' I 
do hope that acting up to 'these laudable sentiments that Sir George 
Schuster has put in both on behalf of the Government of India and 
on his own behalf, he will be able to tell us something to-day which 
will give strength to his currency department and to the currency 
of India. 

One word more and I have finished. It has been said that there 
is a retrenchment committee to be appointed and that the Assembly 
has nominated menibe,"" for it. May I put it to Sir George Schuster 
that the day of a'little cut here and a small cut there is long gone 
pastt What we want off now is crores anq tens of crores in the ex
penditure of the Government of India, and nothing in the shape of 
a few lakhs here or there will help. As a financier, every one of 
us appreciate that every pice saved is" a pice gained and lessens 
taxation to that extent. But th-e problem has gone outside the&e 
small calculations of thousands or lakhs of rupees. It has now 
C()me to lopping off something in the neighbourhood· of 15 crores 
out of the Government's budget_ 

In 1927, when Sir George Schuster's predecessor carried 
through the Assembly the Ratio Bill he put forward before the 
provinces the. bait of a reduction of provincial contributions; and 
he said unless they agreed to the Is. 6d. ratio there would be no 
remission of pr()ovincial contributions. I had then s1.jggested that if' 
the Assembly understood the ramifications of the new ratio which 
was then proposed, the AssemblY'would say "We would rather 
have new taxation of six crores to-day than allow you to play 
havoc with our 'cultivator and our industry and commerce." Less 
than four years have passed since then; and to-day it is not 1 wh'o 
talks about the Is. 4d. ratio; it is the representatives of the culti
vators and the zemindars who have been clamouring about it. All 
that I can say is the cultivator has suffered a lot; the cultivator 
however will suffer more if more of India's gold resources are 
allowed to be frittered away; and I therefore ask the Government 
of India and its repreHentative here to tell us what their policy is. 
I move the resolution. (Cheers). 

Mr. D.p. Khaitan (Indian Chamber of Commerce. Calcutta): 
Sir, I beg to second the resolution -that has' been 80 4lbly,moved 
by Sir PurshQtamdas Thl\kurdas. We have seen that durin'g the 
last 11 years the exchange has not lived for the country. b~ it 



( 97 ) 

Is the eountry that has lived for the exchange. On the altar of- the 
exchange the currency depll;rtment has been lIlade bankrupt; the 
country has been mortgaged, and taxation upon taxation has been 
levied upon the people of the country for the primary reason that 
the bad ratio of Is. 6d. must be maintained, that it must be main· 
tained not in deference to Indian public opinion but in spite of it, 
that it must -be maintained because the City of London and the 
Secretary of State want it. - If the interests of the country had.at 
all been considered, this exchange of lB. 6d. would never have 
been put on the statute book. But if by a mistaken reading ot _ the 
aituation the_ Government of India thought -fit to impose 'it upo'li 
the country, the subsequent 'eeonomie developments in the: ~oun~ 
try would have opened their eyes and they would have set 'the 
matter right. But they have not only failed to do so; they· insisted 
Iln refusing to do the correct thing by the . people -of this country. 
We are told in the despatch. of the Go~ernment of India that Indiilns 
cannot be trusted with the management of the Finance :Depart. 
ment becauSe the maintenance of the credit of -this country unim· 
paired must be looked after. Who are the gentlemen. who teach 
us that the maintenance of the credit unimpaired of this country 
must be looked after' These are the gentlemen who _ have raised 
loons amounting to not less than 121 crores of rupees during the 
last year a8 agaipst the budget estimate of 51 crores; tbese are the 
gentlemen who have reduced our gold reserves by not -leSs than 
128 crores of rupees during the 2s. and Is. 6d. regimes, and these 
are the gentlemen who have reduced our gold resources tjl as low 
as 16 per cent of. th~ total note issue. Does it lie in their mClouths 
to say that the Finance Department cannot be entrusted to l,'es. 
ponsible Indian ministers and that they will not be able t~ manage 
itt Is this the way in whic,h, the credit unimpaired of this country 
will be maintained' If that is their reading of the situation, I 
must say that a new dictionary has got to be developed 'for the 
English language. I hope that on the eve of the political situation, 
namely, when the Finance and Commerce Departments are going 
to be transferred to popular control, I do hope that on the eve of 
that transfer of responsibility, without -waiting till that time 
comes, the Government of India will trust responsible Indian opinion 
and act according to their wishes, according to tbe light that the1 
have in them. in order that the policy that may now be YurBue4 
may be followed hereafter wheu fhey get responsibility to admir 
Dister their affairs. It is .no u~e telling us that the finaneialdepa.rt.;. 
ment will not be transferred to popular control until sufficie!!l 
gold reserves which haye been d~eimated and, depleted, will be 
built up and a Reserve Blink can b,e established,., ~t,th,eD!.,knll:!Y 

7 
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that India will not. listen to it. India will not listen to anything 
the effect of which would be'that the Finance Department will 
not be, transferred to popular control. India has no longer the 
slightest confidence in, the way tbat the Finance Department has 
been managed. (Cheers). 

Mr. Kasturbhai Lalbhai (Ahmedabad lIrulowners' Association, 
Ahmedabad) in'supporting the resolution said:-

Sir, After the exchange debacle of 1920·21 when Government 
of India changed their policy and appointed a financial expert, as 
the Finance Member of the Government of India it was anticipated 
that the currenCY and exchange poJicy of the Government will be 
based on sound' principles: 

Sir Basil Blackett himself laid much, stress on pis achievement 
in restricting the Government borrowings to Indian market only, 
and that too 'at reduced rates of interest. What do we find instead 
to'-day' The Government had to resort to large borrowing in the 
L&Bdon market at high ,rates of interest when money is cheap all 
over the world. This is thp. legacy left by Sir Basil in his mistak~n 
policy of fixing exchange at lSd., Consequently the Government 
securities h,ave depre~iated considerably. This is at a time when 
due to unprecedented ,slump in the commodity prices the trade 
demand is slack and the securities of foreign countries with a four 
or five per cent yield are at a premium of 5 to 8 per cent. 

At the same time Government "are borrowers in the open mar~ 
ket to an unlimited extent paying as high as 6 per cent and over 
for 'three months treasuries. This is having a seriouS effect on the 
iinance required by the industries and trade. ' 

The year 1930·31 has been a phenomenal year in r~tricting 
the' imports of piece-goods from foreign countries to morl' than 

"50 per cent. Inspite of it Indian mills had great difficulty in 
disposing of their produce because the purchasing power of the 
people has been considerably redueed. Businessmen all over the 
world would naturally prefer a stable exchange and it may 
appear to be an anomaly that the Fl'deration of Indian Chambers 

'should be advocating to stop further efforts at maintaining the 
exchange lit lSd. This is not because they do not understand their 
interest but 'they have 'to choose between tbe two evils, i.~., the 
fixity of exchange or frittering away the gold resources in the 
eurrl'ncy reSl'rve in trying to maintain an artificial exchange and 
they 'have decided to choose the lesser evil. 



99 

Sir, I support the motion., 

Mr. B. S. Dabke (Maharashtra Chamber of Commerce, Born. 
bay.), in supporting the resolution said:-

Mr. President and Gentlem~n, 1 have great pleasure 'in sup· 
porting the resolution moved by the esteeIIled leader of the com
mercia! community, Sir Purshotamdas .Thakurdas. l'here remains, 
therefore, now very little for me to say in this .matter. I ,viii onI";' 
dea! with two or ,three points of this resolution a~ briefly I).s "I 
can. 

The, Dellation of Currency and Fall in .comm~dity Prices.':'; 

The Honnurable the Finance Member, in his last Budget 
speech, has made a few observations, in anticipation of the criti', 

• cism about the Government'sCnrrency Policy. In course_of his 
speech the Finance Member has said •• that the reduction' in· the 
volume of currency in circuhition is by rio'means excessive,having 
regard to the fall in prices and the dilJijnished money value of 
business transactions. Our contraction lIas been a necessary con· 
sequence of, or sequel to, thc fall in the world prices. It cannot 
be regarded as a cause of that fall." He has, also .shown bJ( a few 
currency figures between the 1st of April 1926 and 31st December 
'1930, that the contraction of currency is about 18 to 20 per cent, 
whereas in the same period, the Calcutta Index number of whole
sale prices fell 31.5 per cent, and lie draws a convenient conciusiol,l 
that the percentage 'reduction in the amount of currency in cirqu. 
lation is, therefore, small in comparison with the percentage re!iU(~' 
tiun in prices. But the Calcutta Index number of whole-sale pric8~ 
cannot be said to accurately represent. the movement of pric~~ in 
.India. India is a large COUll try, almost a ronti~nt lil,te Europe 
minus Russia. The Index number of whole·sale prices for insta_ 
of Rome in Italy will not be an accnrate Index number for the 
whole of Europe. Similarly. the Calcutta Index number 'cannot be 
,en accurate Index number for the whole of India. Better meth,od 
(If ke..ptng statistics on lines similar ,to those obtaining' in, the 
,United States of America, where they have carried it ,to 8 higlie.r 
.degree of perfection should' be adopted ill this country, ,if, ~ 
,are to prove more useful. Ineide:ataly I have- to s~gest ,thl\.t"thp 
Government of India SllOUld divide tbe wbole :of I1idia' and· Burma 
into 10 centres of convenient siZes and Index numbers ,sb.C!~ 
bp taken at all tbese 10 eentr~. From the Index lIuml)er", Prot" 
pared_ at th~se 10 ~entres, an a,verage I1ide!,. n~ber_ Jo':.~_~ ~]l2!e 
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of India and Burma, ahould be calculated. This average Inde; 
numbeI' of 10 centres of India and Burma will accurately represent 
the correct trend of the level of pric~s in India and Burma: As 
the pric~s of almost all the agricultural products of India have 
touched the low~st level now, this year (1931) should be made 
the starting year for the Index numb~rs of 10 different centres 
of India aud Burma. No excuse of the want of funds should be 
put forth to shelve this subject of statistical enquiry for the sciel:
tific study of the economic problems (of India. Now if prices in 
India must follow world pri~es they should not register a greatpr 
fall here than they do in other countries. But the fact is tbat 
they have fallen' to a greater extent in India than they have done 
elsewhere. It is evident, therefore, that there must 'be' some special 
reason, apart 'from the world factors, for this great fall ip prices 
in India. I submit, that it is not the fall in prices that has 
necessitated the excessive contraction in currency but on the 
contrary, I may observe that it is the very policy of contraction 
of currency, that -has led to this unjustifiable fall of prices in 
India and has impoverished the Indian peasants and ultima!ely 
further accelerated the fall of "'orld priccs. 

The Honourable the Finance Membcr, while replying to Sir 
Purshotamdas Thakurdas, on this very resolution last year has 
said "From 1922·23 to 1924·25 there were exceptionally goo(l 
monsoons, and the prices of one, or two commodities in which 
India is particularly interested, such as cotton, showed exceptional 
,recovery. Tne people of India in this period' did accumulate quite 
substantial rescrves." This was a period, illdeed, of rising prices 
and it would have continued or at least there would not have beeD 
a set-back if the Government of India would have continued the 
normal expansion of currency as they did in pre·war years. But if 
they would have maintained the same exp~nsion as they did in pre. 
'war years, the fall in prices would certainly have been arrested. But 
sfnce the first April 1926, a policy of contraction of currency waR 
followed by Government instead of one of normal expansion as they 
'did in pre-war years. The total contraction' from April 1926 to 
December 1930 amounted to Rs. 96 crores. From these significant 
'figures of the contraction of currency by the Curren'cy Authority in 
Tndia, I leave you, Sir, to draw your own conclusion, whether the 
'decision of the Government 'of India since 1926 to work for a per· 
'manently higher ratio than 16d., Gold and which forced the Govern
ment to embark upon a policy of Mlthless deflation is responsible for 
the present heavy fall in prices here as also elsewhere in the world. 
The faU in the world prices commenced after th~ WaU'Street crash 
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in New York, on or about October 1929, whereas it was gradually 
brought about here by the deliberate policy of deflation since the, 
1st April 1926. 

If we study the Bank rates of the Reserve Banks of important 
countries like U. S. A., United Kingdom and France, we find that the 
fall in prices is always followed by easy money, and after the fall 
the Bank rates of these countries have been reduced from 5 01' more 
per cent. It is also -reported that the Federal Reserve, Bank of New 
York, and the Bank of France, are eon$idering a reduction in the 
present rate {If 2 per cent to 1lf:l per cent, whereas the Bank rate of 
the Imperial Bank of India has been maintained at an a,'erage rate 
of about 6 per cent and a fraction more since 1927 when the statu
tory exchange ratio was fixed 'at Is. 6d. If we very carefully ana
lyse the Bank rate of the Imperial Bank of India, we find that the 
maximum rate during the last 4 years was 8 per cent and the mini
mum was 4 per cent only for a period of 5 weeks from 28th July to 
7th Sepiember 1927. It is significant to note that since 1915 the Bank 
rate never touched 3 per cent as it used to do during pre-war years. 
Besides there is a great discrepeney between the Bank rate ap.d the, 

- call money rates of Calcutta and Bombay. When the call inoney 
fate in Calcutta was 2~ per cent in May, 2 per cent in November 
and 1lf:l per cent in December 1929 the Bank rate was 7 per cent 
throughout these'months. You will see, Sir, that India follows the 
fall in world prices but does not follow the world in the matter of 
availability of easy money. The inference, Sir, is simple and irresist
ible, but I leave it to your judgment. 

Bow the Convertibility of the Currency of the Country is 
Threatened.-I will now attempt, Sir, to show how the' convertibi
lity of the ourrency of the country is threatened from the weekly 
abstracts of the accounts of the Currency Department. On 22nd 
March 1931 the Dotes in circulation were Rs. 158,29,91,000. As 
against this circulation the Reserves held in gold and Jillver coins and 
Bullion and also rupee securities in India were as under:-

Silver Coin in India 
Silver Rullion in India 
Gold Bullion in India 
Rupee security in India 

Total 

, Rs. 116,28,04,000. 
Rs. 6.7l,23,OOO 
Rs. 25,07,00.000 
Rs. 10,23,64,000 

Rs. 158,29,91,000 

The total of the reserve of its metallic portion and inveslmelt 
portion exactly equals the value of the notes in circulatiou. 
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Now, if we analyse the two portions of the Reserves, \'iz., 
Metallic portion and Investm<!nt portion, w~ find that it consistS 
of silver coin, silver bullion and gold bullion, all held in India 
now. If we take the total of Jhe silver coin and silver bullion it 
comes to Rs. 122,99,27,000. This is the book value of thp Reserve, 
and if we are to be satisfied with the book value, then the silver 
holdil!gs of the Reserve. alone, amount to 77 per cent of the total 
value of notes in circulation. But is this correct estimate of thi. 
important asset of the metallic Re~erve Y When ascertaining the 
real market value of the assets and liabilities of any going con· 
cern what method do we follow! Do we take the book nlue of the 
assets Or their market value. The answer is very simple. We calcu· 
late the market value of the IIssets. We must, therefore, take the 
market value of the silver holdin'gs of the metallic Reserve. As 
far as the portion of the gold bullion of the metallic Reserve is 
concerned, we take its value as it is. as there are no fluctuations 
in the gold value. But such is not the case with silver holdings 
of the Reserve, silver coins, form the largest portion of the metal· 
lic Reserve. The price of silver in London is, 13d. per oz. A rupee 
contains 11/12 fine silver. The value of this silver in a rupee at 
the exchange rate of Is. 525/32d. comes to about As. 4. Therefore.' 
the marKet value of the silver holdings of the metallic Reserve 
'will dwindle down to 1,4 of its book value, Rs. 122,99,27,000; 1,4 of 
this is Rs. 30,74,81,750; if we add to this the value of the gold bul
lion, the total comes to (30,74,81,750 plus· Rs.25,07,OO,000) 
Rs. 55,81,81,750. Thus, the percentage of the metallic portion of 
Reserve according to the prpsent market \'alue of silver in London 
to the total value' of notes in circulation comes to about 35.2 

. per cent; ,the percentage, is not 50 per cent of the total value of 
notes in circulation, which is required by the Indian Paper Cur
rency Act of 1923. 

Up to tdC year 1927 the weekly statements issued by the 
Currency Department 'used to contain footnotes regarding the 
composition of rupee and sterling securities in the Paper Currency 
Reserve. The foot notes disappeared after 22nd April 1927. They 
were v~ry valuable. The Indian Mpr~hants' Chamber of Bombay 
drew the attention of the Government of India, Finance Depart. 
ment, but the reply received was that "It was not desirable to 
give more information in this matter than i9 required by law." 

From the weekly statements that are now' issued by the C~r. 
rency Department, we are not in il po.ition to know the composi. 
tion and kind as well as nominal and purchase price of the rupee 
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. security held in India to-day. But they amount to ·Ra. 10,23,64,000. 
We' do not know their present composition. But from .the repcn't 
of the Controller of the Currency for the year 1925-26, We find, 
that the composition 0'1. the rupee security- in India was ,made up 
116:-' 

Rupee Securitie&-

Nominal Value. Cost Price 

3lj2 ,Per eelft 10Bn of 1842·43 

3 per cent ,101m of 1896-97 

Total 

Rs. 

8,15,95,000 , 

2,04,86,500 

.10,20,81,500 

Rs. 

8,00,00,000 

1,99,99,945 10 0 

9,99,99,945 ,1(i 0 

If we take the present market value of the above two' securities it 
""ill be about Rs. 5,04,00,000 of 3lj2 per cent loan of 1842:43 at its 
preserit rate Rs. 63;, and Rs. 1,08,00,000 of 3 per cent loan o~ 
1896·91 at its present rate Rs. 54. But ot these securities .worth' 
Rs. 2 crores of 31h per cent were sold in 1927,. and as tar as it 
lI!ln, be conjectured, there are rupee se~urities of 8 crores of 31h 
and 3 per cent; and 2 crares of' Treasury Bills . .'1f we leave 
aside Treasury Bills worth 2 crores of rupees, the present ,market 
value of rupee securities will be Rs. 4,86,00,000 against their book 
value of' Rs. 8 and odd crores. The' present market value of ,the 
investment portion of the paper currency Reserve will therefoo-e, 
come 'to about (Rs. 4,86,00,000 G. P. notes of 3 and 31h per e~nt 
and 2 crores of Treasury Bills) Rs. 6,86,00,000. ,-

Thus the present market nlue of the Paper Currency Iteserve 
is made up as:-

Gold Bullion 

Silver Coin and Bullion 

Securities in India 

Total 

Rs. 25,07,00,000 

Rs. 30,74,81,750 

Rs, 6,8~,00,OOO 

Rs. 62,67,81,750 

This is tbe present market value of the total paper' currency 
reserve IIlld its percentage comes to about 39.6 to the total' value 
of Ilotes in eirculation, viz .. Rs. 158,29,91,000. 

The Indian Paper Currency Act of 1923 lays down the propor
tion of the metallio Reserve to the total value of the paper currency 
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in circulation at 50 per cent. If metallic reserve be interpreted 
to mean Rs. (as it can be interpreted according to the strict letter 
of the law) then Innian Paper Currency Reserve, to·day, is in an 
-~xcellent position of having a Rcserve of about 93.5 per cent, but 
rupees are after all token coins and keeping a large Reserve of 
rupees is no guarantee for conversion of the paper currency into 
gold. What is necessary, therefore, for thc Government is to builn 
up such a metallic reserve as will enable them to convert their 
currency into gold. In other words, Gold Bullion or at the most 
gold securities should form the main portion of the metallic 
reserve.' Instead of this, silver coin and bullion, a4>ne form nearly 
77 per cent of the preseilt reserve. But if we take the market 
"Value of the silver contents it comes to only 35.2 per cent,so that 
.1he proportion of the gold value of the metallic reserve to the 
total value of notes in circulation is only 35.2 per cent. The extent 
of this evil is even more clear when it is remembere-d that under 
the eurr~~cy act of 1927, the Government of India are under legal 
obligation to convert the local currency into gold at specificd 
statutory rates. Under the circumstances the present Reserve is 
woefully inadequate and threatens convertibility of the currency 
of the country in view of the falling prices of silver thronghout 
th~ world, and the_major portion of our metallic reserve being 
held in silver coin and bullion (about 77 per cent) and gold 
holdings of the paper currency reserves being exhausted for meet· 
in!\" remittances to the Home Treasury and thus supporting arti
ficial ratio of Is. 6d. 

Lastly, I say, Sir, that we are not fighting for the old ratio 
for the sake of sentiment, nor is it a mere fetish with us. It is our 
honest conviction, that, this ratio has ruined agricultur~, industry 
and commerce and also affected labour. It is at the bottom of all 
the ills that alllict the country to-day. Our object in patiently 
pursuing this fight for the change in ratio as also in the present 
currency policy, is to convert the Government of India to our 
view •. We are .offering our hand for co·operation to the Govern
ment of India, for furthering the cause of the country and if the 
Governmcnt of India will drive out of their mind false notions of 
prestige and rise to the occasion, there will be no difficulty in 
}indirig a solution. 

With these words I now support the resolution. 

-.~" t The Conference then adjourned for lunch till 2-30 _p.rn. 
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SECOND DAY'S PROCEEDINGS. 

April 8th. Z9Jz-Ajternoon Session, 1.-45 p. m. 

The Conference re·assembled after lunch at a quarter to three 
In the afternoon, with Mr. G. D. B~rla in the Chair: 

Government Member: The. Hon 'ble Sir George Schuster, 
Xl.C.M.G., C.B.E., M.C. 

The Cliairman: 'r have to call upon Mr. Rajendra Somnarayan 
to speak, and Mr. Sidhwa. also wants to speak for five minutes. 
Although Mr. Sidhwa's name is not on the agenda, I think I may, 
allow him to speak first. . . 

Mr. R. K. Sidhwa: Mr. President; the ·resolution- which haS 
now been mov~d by Sir Purshotamdas Thakurdas is a resolution 
which is being mo;ved and passed by this Federation every year 
since the last foul' years in as strong terms as possible, . and in 
.equally as stl'ong and vehement terms as possible has the 'Finance 

. Member of the Government of India opposed it in spite of the 
eloquent speech of Sir Purshotamdas Thakurdas containing facts 
and figures which have been quoted by S'ir Purshotamdas Thakur~ 
das . every year. Sir a year and a· half ago when the Honourable 
the Finance Member visited 'the Indian Merchants' Association of 
Karachi, the President of our Association casually remarked about 
this ratio subject, and the Honourable Sir George Schuster not 
only strongly opposed it but he ridiculed the idea' of referring to 
.this matter over and over again. Sir, there is no denying the fact 
t.hat now the question of this ratio has not only affected the 
commercial interests of India but has affected the very root of 
the economic condition of India and thereby has affectcd immen· 
~elr tire peasants and. cultivatol's of the land. I do not desire to 
describe . all the in.tances, but I do feel I must quote the instan
ces where people of this country who have felt immensely on this 
issue and some of our mt"mhel'>1 from our member·bodies h:1ve 
courted jaiiA and haye suffered long terms of imprisonment, during 
the iast civil disobellienee moYement, not for any other reason; but 
for the fact that this ratio question had extended immensely the· 
poverty of India. Sir. Mahatma Gandhi has made this.ratio question 
one 8JDong his fourte~n point$, and we are certainly indebted to 
the Indian National Congress for taking np the cause of commer
cial int~retlts. and to-day the question also oonstitutes a plank of 
the conditions of s~ttlement with the Government 011 the consti. 
tutional issue. . AU these factors are there, and we do not know 
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what astounding and startling statements the Finance Member is 
going to make to-day .in response to the appeal made by Sir Pur
shotamdas Thakurdas. He has been making speeches in this 
House every year and making appeals to the Government for the 
past 4 or 5 years and I for one have been always disappoinred~ 
Sir, no one would be more glad than myself if any pronouncement 
is coming to-day from the Finance Member showing the change 
of heart or the change of policy which they have adopted since 
the last five years. I for one do not attach any great importance 
to the quotations made by Sir Purshotamdas Thakurdas from the 
statement made ,by the Honourable Sir George Schuster during 
the Budget discussion. That was to the effect that he desired 
to hand over the finances of India in a very sound condition to 
the people of India. I do not know what that means. "Sound 
condhion, ". according to Sir George Schuster, may mean· that 
he considers that the present condition of the finances is sound 
and therefore he desires to hand it over to the people of India 
through the Indian Cabinet in that sound condition. I therefore 

'desire to-day to state that in view of the adamant policy ~dopted 
by the Government of India, it is no use passing such re.olutions; 
I would have rested content with the Federation 
passing to-day one or two main resolutions on the 
impending' changes of ccmstitution and one or two other similar 
Fesolutions: but when they have taken up so· many other )natters 
including this one question of the ratio also, I think we must do 
some practical business rather than pass the8e 'rcsolutions every 
year which are really very important as affecting the people of India 

. but to which the Government always makeR a v~ry callous reS
'ponse .. I therefore appeal to the Executive Committee that they 
should find out some practicable mJ'thods by which this resolu· 
tion. could be put into force effectively ·and whereby they 
could bring. the Gov.ernment of India to' their knees. If , 
,have to throw some suggestion, I would suggest to the Executive 
Committee that they should appeal to all the exporting businesses 
in Jndia that ,they should confine their business to .the foreigll 
countries only excepting the British countries. Sir, It may be 
urged that this would not be a wise policy_ W~ll, for the pre· 
sent Government, which is not responsible to the people, I consi
der this a very reasonable we,apon to apply, and thel}Cfore I for 
~ne feel that t.he Executh-e Committee, which really feel that this 
issllje has very wide and great importance, should find out prac
ticable means to give effect to this resolution instead of our every 
year coming to this House giving expression to our views, the 
Finance Memller giving his point of view, and 80 on and 80 forth, 
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Sir, we feel that we are honest in our desire, and the F,inance 
Member also feels that he is hon.est in his own view: ther.efore 
it is up to us-just as the nation showed to the ·Government 'of, 
India by taking up the challenge which was thrown by .the Gov
ernment of India arid starting the, civil diso~die:ti.ce movement 
.l-sj.milarly, we must take some measures ourselves to show to 
the Government of India how intensely and keimly 'I1:je feel on thil 
issue so that t.hey might really realise the whole' situatio.n.. With 
these words, I resume my seat. (Applause). 

Mr. Begraj Gupta (Marwari Chamber'of' Commerce, Bombay) 
said: Sir, the Cur~ncy and the Exchange policy of the Govern
ment of India, since the last great war has beel). 'ver~ much pre· 
judicial to the interest of the country as a whole and to the 

, trade and industry in general. I need not go back into its'hi~tory, 
lis the House, i have the honour to address, knows it .fully well. 

"First the Exchange ratio was Ish. 4d. and it was later on raised to 
2sh. and was again reduced to Ish. 6d. Thus there have' been 
many variations in th,e ratio. It '. does not' therefore behove the 
Government to declare that, the rati'O is a settled fact as it' is 
quite clear from what I have stated above that the Government 
has so often been changing it in the past. B,esidp. that there is 
no . such thing as settled fact in politics much less in economics 
which is mostly and cniefly go.verned by the laws of supply 'and 
demand. ,The British statesmen have many a time pledg)i!d' that 
the gold standard' system would be introduced in India, but in 
fact they never cared to give a practical shape to their assertions i 
but on tb,e other hand thcir policy has been quite the reverse. It 
is a significant fact that the rupee coins held by the Government 
as well as by the publiCi amount to nearly 350 crores, \vhichat 
the market value of silver is worth Us. 117 crores. This leaves 
a. deficit of about 233 cro~ of rupees, against \vhich the -Gov
ernment hold only Rs. 55 crores in gold 'reserve fund. I fail to 
understand ho\v under such circumstances is it possible for the 
Government to nlake'lndia a gold standard country. Indian 
Government has always to pay the following obligations: (1) 
Home charges; (2) unfavourable balance of trade; (3) interest 
on money borrowed abrood. Tile second obligation requires some 
explanation. India being an agricultural country, its export con
sists chiefly of agricultural produce. The total output of the 
agricultural produce all ()ver the world has increased abnormally 
and has resulted in a general fall in prices of all those commodi· 
ties. Hence the exports have fallen considerably. At present 
therefore the position is that our exports do Dot ex~eed much our 
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. imports and in order to maintain th,e ratio at 1-6 the Government 
has to take recourse to drawing the reverse council bill and thus 
to raise money. If the Government were to go on raising sterling 
loan in London the credit of the country would suiter and would 
ultimately reach the po.int of bankruptcy. To save the situation 
there is no other alternative but to reduce ratio. The question 
is how much should it be reduced. My considered opinion on this 
point is that the Government must not only restore the ratio to 
1-4 but should reduce it to 1 shilling or less than that, as the 
prices of silver have gone down much below .the prices /lxisted 
at 'the time the Commission considered the exchange ratio ques
tion . 

. The interest of our country <¥mands that the Government 
must change. its currency and exchange policy and leave the 
exchange ratio to be adjusted automatically in due course by the 
laws of supply and demand. If . howev~r the Government is bent 
upon having the exchange ratio regulated by legislation it should 
better fix it. taking into consideration the present comparativ.e 
value of gold and silver. This will in my opinion solve the eco
nomic problem of the country which faces it at present. 

Gentlemen, I hav,e bri"f1y put the' case oefore you and I trust 
I have convinced you that it is most imperative for the Govern
ment at this juncture to reduce the ratio at onCe without waiting 
any longer if it really means to safeguard tb,e interest of our 
country as a whole . 

. Mr. Rajendra Somnarayan (Native Share and Stock Brokers' 
Association, Bombay): J,lr. President and Gentlemen, too much 
stress was put by the Hon 'ble the Finance' 1>f.ember when the 
proposal was discussed by the Assembly and much had been made 
off on account of an individual opinion from one important 
member, the President of the Association, to which I have th.e 
privilege to belong. But no notice was taken by the Hon 'ble the 
Finance Member of the unanimous opinion of my Association 
which, barring no doubt two or three members, resolved a day 
after that Is. 6d. is a ruinous ratio as far as India is concerned. 
Besides, while His Excellency Lord Goschen was in charge of 
the Viceregal affairs, my Association sent a memorandum and 
in spite of the short time at our disposal, we were able to obtain 
~ignatures of prominent citizens in tens of thousands from Bom
bay. A copy of the memorandum was also sent to His Excellency, 
the present Viceroy, in England, but the memorandum has been 
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shelved. All arguments from'India met with one reply only, 
namely, that 're know India's interest the. best, we tell you' that 
Is. 6d. as it stands, is the most advantageous .ratio, that it ought 
to be so maintained in the present circumstances alid that India 
ought to support ,vhole-heartedly what wise men lit the Imperial 
Secretariat consider the best in the interests of India, whose 
interest is much more nearer to their heart than with, those whn 
represent jmportant Indian commercial bodies, and that those who 
are not of Government's opinion are a pack of goats growling 
'Daran, Daran', and so ought to follow the shepherd who carries 
It big bamboo-stick., But let me assure the Hon'ble the Finance 
~ber that India has passed the stage of 'Daran, daran',. has 
become 'Nidar' bolder and all his arguments and of those who 
support him are falling on deaf ears and India is more in a mood 
to confide into their OWn business representatives and that Indian 
opinion carries more weight with the masses. If Hon 'ble the 
Finance Member cares to take public opinion,' I am sure that he' 
would find that, out of 33 crores there would be hardly a few who 
would be on his side. Sir,- world depression has been assigned' as 
the reason of the setback on all sides in season and out of seasoill. 
But while the world politicians look to it in a motlieriy way, .the 
Mabap here act, in a step-motherly fashion as Iudia is not free 
to act in her own' advantage. Sir, we have had enough of wait 
and spe and what we want now is that they should act in a 
inanner which wnuld -satisfy India '9 leGitimate aspirations. With 
these words, Sir, as a reprllsentative of the Stock Exchange,' I 
beg to support the Resolution. 

The Hon'ble Sir Ge()l'ge Schuster: Mr. Chairman and Gentle
men, The last speaker has suggested that his appeals fall on deaf 
ears. Sometimes when I have listened, as I have done to-day, to 
debates on this question, I am tempted to wish that my e~rs werc 
deaf, and I am sure that all who are present here to-day will at 
least have some feeling of sympathy with me in this particular 
respect. , One of the speakers-and perhaps he talked at least in 
the clearest sense of all,-said that unless l were prepared to show 
a change of heart' to·day, the time for words had gone by and 
tIle time fo.!' action had come. He suggested that anything that 
I could say was already discounted, that he did not wish to listen 
to arguments, but that all he wished for was the sign of a change 
of heart. Gentlemen, I venture to SIlY that my heart has always 
been in the riglit place as regards India. I do not think that I 
need a change of heart so far as my desire to work in' India's 
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jnter~sts is concerneg, and I ¥entnre also to say that these mat· 
ters a.re not ·matters-how.ever much we should desire to do so
that can be deeided according to the dictates of our ·bearts. We 
have to use our heads. If I could do it with my he,art, no one 
would be more anxious than I should be to meet any such general 
desire among the commercilil community of India. But my job 
is one which must be donc with the head and I cannot, while I 
hold it do whaf my head tells me to be wrong. Now/ Sir, that 
means that this case ought to be met with argument and I am in 
a great difficulty in the matter to-day because the speakers for 
the Resolution have been so very brief. They have, in fact, useil 
Vlery little in the way of argument and I seem to sense a desire 
on their part not to hear very much argument in reply. There. 
fore, I wonder whether I ought to attempt to go at length into 
the whole question ·at all. But I would like at least to deal with 
SOJlOO of the pointu in detail, to go over the considerations wbich 
influence my mind On the matter and to t/!ke this very importnnt 
ppportunity to put before you certain considerations which I do 
think that in the interests of this country you ought not to ignorl'. 

Sir, this is a very old question; it is, indeed, difficult to say 
anything on it that has not in a sense been worn threadbare. 
Many of us will agree in one tbing tbat we wish: I am sure we 
!Ill wish that this question of the ratio c<>tlld be removed from our 
midst and that this Federati~n could meet .from year to yeall 
without having to discuss curreney policy. But I venture to say 
that wha!ever we do nmv, even if your wishes could be met by 
me in a way.which aU of you would accept, which I shonld find 
difficult because ~ think some of you want one thing and some 
another,-but even if the wisbes of the majority could be met, I 
venture to prophesy that currency questions will still come up' in 
the future 'at the meeting ()of the Federation of Indiau ChamberM. 

Sir, currency policy is a matter wbich is very much before 
the world to.day. It iM a question on which the world bas not 
yet attained the fnlness of wisdom. I believe-and at least to 
this extent I agree with a great deal that many speak,ers have 
said-that a great deal of our troubles in the world to-day are 
dUe" to an unwise management ()of currency policy. I believe that 
by a wise currency policy a great deal of tbe trouble to·day could 
have been avoided. But when I have said that I hav.e said as 
much as I can say in agreement with what has been said on the 
other side. because my view is tbat wbat is necessary in the world 
to·day is International \Io-operation in a wise currency policy, 
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International c~operation in a wise credit policy, and in the 
economic use of the world's l'esources of gold, which, after all, ts 
the basis of all currency. That" I believe, is, necessary, But I 
do not believe that the evils from which India issufi'ering to-day 
are due to any special malice or any special stupidity on the part 
of those who are responsible for India's currency policy. - I'think 
that to suggest the, contrary is really to mislead the public be, 
cause India has to face difficulties to.day which !lave to be faced 
by other methods, and if you say: that all those difficulties could 
be removed by a change in the curren~y policy, then I venture 
to reply that to take that line is to mislead the public in an almost, 
tragic way, tragic because it will divert attention from the things 
which really matter. 

Now, Sir, the Resolution which is before us is really dh·ided 
into two parts. The first part deals with the alleged evils of the 
currency polley of the Government and the second part makes 
certain recommendations. As, regard~ the second part, there are 
three reeoD\mendations: firstly, that a vigorous policy of 
retrenchment should be conducted; secondly, that fiscal lind 

• currency policy should be, conducted in the true interests of the 
country, the interests of economic development; and, thirdly, that 
the attempt to maintain the ratio at 1s. 6d. should be abandoned. 
Now, as to the first two parts of that portion of the Resolution, 

, I mAy say that I am: in complete agree~ent. I shall retw'n to them 
again. But the controversial part is that which deals with cur
rency. Now that question has really two sides to it. There is, 
first, the examination of ·what has been 'the results of the currency 
policy hitherto, and there is secondly the question \vhat ought 
we to do now. i venture to say that discussion of the first part 
can only lead us into what is really no more than a barren llpecu· 
lation. It is no use trying to .. job backwards" or to speculate 
on what might have been. The only question that matters to us 
is what ought we to do now. I venture to put, the point before 
the Federation in that way., That is the keynote of the question 
that we have to answer, what ought we to do MW. To go back 
over past history is really only of value in' so far as it helps to 
clear our minds or to give pointers to us as to what our' future 
action ought to be. It may for this reasou be 'advisable and de
sirable to say something of the past, in order to avoid certam 
misconceptions, and, in that connection, the first thing that I 
w8nt to say is this, that the real difficulty we are up against in 
India is twofold. Th~re is first of all the crisis creat~.d by the 
unprec~dented fall in priees, and the world, I venture to say, hI\!! 



( 112 ) 

never been through such a fall in prices as has occurred last year. 
There have perhaps been wider fluctuations in the past; there 
was a bigger drop possibly in the collapse after the post-war 
boom, but there has never been iI fall in prices which in its effect' 
has been .lIO serious, as th~t with which :.ve are now faced, for it 
represents a fall of 30 to 40 per cent in the prices of prime com· 
modities which comes not upon. an inflated price level but upon 
a deflated world position, so tjlat the full effects ()of it are felt by 
everybody. That is one .side ,of the problem and that creates a 
maladjustment in the economic life of the country which some· 
how or other has got t()o be put right. 

The second side of the problem is caused by what I have 
always described as the political uncertainty which hangs over 
India to-day. I shall revert to that again. Now as regards the 
first side of the problem, the point that I want to make in looking 
back on the past. is this, that if exchange had been stabilised at 
Ish. 4d. in 1926 instead of Ish. 6d., India would have had to face 
exactly the same problem to-day as she is facing. Internal prices 
would have adjusted themselves to that level of exchange, just 
.as they had in fact adjusted themselves to the Ish. 6d., ratio, and 
the percentage fall, which has that effeCt which have already 
described of setting. up a maladjustment in all the economic ·nla· 
'tions inside the country, that vercentage fall would have been 
just as heavy. I think it is important to remember this and I 
believe that all who think seriously on this question will agree 
with me that that is not an incorrect statement. That sort of 
situati()on which iii created by this fall in. prices has got to be 
dealt with by direct and straightforward methods, I do not be. 
lieve that there is ally short·cut by which it can be got over. 
India. must .face it jUst as the other countries of the world has 

. g()ot to face it. India has no special claim for dealing with it hy 
juggling about with currency values. India has no special wis· 
dom which will enable her to find a solution wh.ich is not open 
for other countries of the world. I venture to ask members of 
the Federation who are here to-day to let that sink into their 
minds because one of the dangers of the present ratio controversy 
.is that' it diverts everybody's attention to one particular measure 
and· makes them think that if· one particular feature were remov· 
ed, all the troub1es would be over. The world unfortunately is 
a more difficult place than that, and, whatever you do aq regards 
,the currency, the main problem, I assert will still remain. 

Now the first part of the Resolution states that the currency 
'policy has reduced the purchasing power 'of the people. I have 
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found it Ii little difficult to understand' what that means. Does 
it mean that the purchasing power of the people would have bee'; 
higher if the ratio had been fixed at Ish. 4d., in 1926' Does it 
mean tbat it could be made higher if the ratiOo were :fixed at Ish. 

-4d., or some lower level, now' I am at a loss to understand what 
that par'ticular part of the Resolution means. :u you take tha 
general purcbasing power of the country, and then if you want 
to test what the fixing of the ratiOo at Ish. 6d., meant, what effect 
it had on the country, then I maintain that you onght to examine 
the indices of the economic wealth a$ they were in the yeaTS itfter 
the ratio 'Il108 ·fixed at that level. I further maintain that if you 
do that, you will find that on all the ordinary ecOonolJlic indices 
of wealth "the country maintained its level of prosperity. There 
was no tendency,-as has often been stated a~ the tendency of 
too high an exchange,-there was no tendency for imports tOo be 
ericouraged and exports to be reduced. On the contrary, if you 
take the four years after the ratio was fixed, and compare that. 
period with the four years before, you will find on an average n 
much greater volume of exports and actually on an average ;. 
much smaller value of" importa. On all the other indices, the 

"savings of the country and e~erything else, I d"efy anyone to 
say that the years after the ratio was fixed at Ish. 6d., gave indio 
cation of an adverse tendency in the country. What has happen
ed is this, that India has been caught up in this general slump 
now, and we are feeling the effect, of what the rest of the 
world is feeling and it is convenient to relate that to the 
ratio oontroversy, and to say that if we eould suddenly reduce 
the value of our currency, we should be more easily able "to bear 
the effects of that fall. That, r maintain, is a wrong way of 
looking at the situation, a situation which had adjusted itself to 
the old ratio. If you want to alter it you have no special reason 
for doing so which" is nOot present hi any other country in the 
world to.day. I must assume that there is a definite meaning in 

'that particular part of the Resolution and I take the meaning to 
be this, that although the purchasing power of the country, as a 
whole, may not be altered by the" value of its unit Oof currency-_ 
aud that I think must be accepted as a self·evident fact, the pur
chasing power of tile country depending really OIl the goods which 
it produces-alt hough that result may be accepted, yet what is 
meant is' that the purchasing' power of particular classes may be 
adversely affected. And I think the class which is in the minds" 
M' most Pt'o!"ie when they talk 00 these matters is the class of 

"agriellltul'al producel'!l. What is felt as regards the position of 
the agricultural producer is that his fixed bW'dens whi!lJ!, ~re 

a 
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measured in terD!S of rupees are proportionately heavier accord· 
ing to the value of the rupee, that is to say the higher the value 
of the rupee, the heavier the burden of his fixed charges. Of 
course, if the value of his produce falls in terms of rupees and 
his fixed obligations, for interest, rent and taxes remain the same,
then obviously he has a smaller margin of purchasing power. 
That is quite obvious and if you could reduce the real value of 
the rupee so as to reduce the real value of his fixed burdens, obvi
ously you could make -his position better. But is that-and this 
is the argument which I used last year and I do not want to 
dwell. on it too long-is that the right way to deal with the situa· 
tion? Is -it fair as between the various classes of the country 1 
Remember when this argument is brought forward that it 
is very easy to take one particular class and point out how the 
interests of that -particula~ class may be improved, but it takes 
-many classes to make a country, and if you juggle about with 
currency values, you may benefit one class, but you will 'surely 
damage anotber. Of course the effect of the Resolution would 
be to benefit everybody wl;1O has fixed payments to make and to 
-damage everybody who has to receive fixed payments: When 
we talk in term~ of -the agricultural producer on the one side and 
of the people to whom he has to pay rents, his landlords to whom 

-be bas, to pay rents and the money-lenders to whom he has to pay 
-interest and tbe GOV1ernment to whom he has to pay taxes, the 
public sympathy, perhaps _naturally, is all on the side of the 
agricultural producer. But take other classes of people who are 
entitled to flud payments. Takle the class of wage-earners, for 
example, whose case is exactly the same. If you reduce the gold 
value of your currency, you reduce the real value of your wages. 
If that class is considered, surely the sympathies will be on the 
otber side. These are, I know, all very elementary facts, bnt the 
point that I want to make-and I will not dwell on it mnch longe~ 
-is this that if yon benefit one class, you damage another and 
if yon want to create a fairer state of conditioI.', the proper and 
bonest way to- deal with the situation is not by juggling about 
with yonr currency values, wbich may do great injustice, but by 
a direct attack on the particular conditions which require remedy. 
Now, before I leave this question of purchasing power, there i3 
one rather curious fact to which I WIsh to call attention. The 
general suggestion of the Resolntion is th-at the purchasing power 
of the country as a whole is reduced by maintaining an unduly 
high value for the unit of currjency. Now, let us look at the 
other places in the world. We are shortly going to di.cu .... th .. 
question of silver, and T have always I1nderstood that one of the 
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arguments, one of the reasons why peop1e are -internationally 
concerned wit,h prices of silver is that silver is the basis of ~cur
rency in certain other countries, partiCUlarly in China, and that 
a fall- in the price of· silver has reduced the purchasing power of 
China. That has been said over and over again_ It has been 
said by many of those who have attacked the Government policy 
of selling silver, that we are upsetting the economy of the 'world 
because we are thereby contributing to the fall in the price. of 
silver which has reduced thepurchamng power of China .. But 
China, if the value of its- unit of currency is reduced by the fall 
in the price of silver, is undergoing exactly that condition which 
those who pre<>s for a reduction 'in the value of thjl rupee are 
seeking to create in India. Yet, we are told that in China to re
duce ~he value of thp. currency is to reduce the purchasin.g power 
of the country, whereas, as regards India, we are told that to 
maintain the value of the unit of currency is also to reduce the 
purchasi,ng power of the country. Now, this is not a mere dialec
tical argument. There is an underlying truth in it and I wish 
that members who are present here to-day would think it out 
for tJiemselve<>. There is a great deal of jnconsistency in the way 
in which these subjp.cts are dealt with, and th'ose who speak on 

. them are apt t.o treat them in a way that suits the argument at 
the moment. As a matter of fact, my own view is that both the 
arguments are wrong. -The purcliamng power of the country~ 

dooshot depend on the value of its unit of currency. It depends 
011 the value of the goods that it produces. China ean purcha~" 
goods abroad by selling the goods which she produces. It does 
not matter what the value of her own unit of currency is; that 

. is no more than a medium of exchange. The /lame thing applies 
to India. The purchasing power of the country as a whole will 

- depend upon the value of the goods which the country produces. 
and the actual gold value of the rupee has nothing whatever to 
do with it. 

Now, Sir, there are many other points in this Resolution 
which I had prepared to deal with, but I think possibly the time 
is getting on, and I do not wish to weary this meeting by going 
into many details. But there are one or two points oil which I 
think I ought to 88y something, though I dealt with them pretty: 
fully in my Budget speech. The two greatest complaints that are" 
made against Government to-day are' that our contraction' of 
CUl'N'ncy has been unduly heavy, lind that in order to maintian 
II hold on the money market we have kept the interest rates U'l

duly high and deprniated the credit of India. Now let me take 
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"the last complaint fil'St. I want to ask you to face the realities 
in this matter. If you wish to follow up the course of" the credit 
of the Government of India in comparison with that of other 
countries, the best thing to do is· to take some representative Gov· 
ernment of India security and to consider· the course of its prices 
in relation to some representative British security. A very good 
basis of comparison is to take the question for the Indian 3 \12 
per cent sterling" securities and to compare that with the 
price "of the British Government 3% per cent con
v~rsion loan. Now, if you m,ake out a chart, Or a graph, 
glvmg the fluctuations in prices of these two securities, 
you will find that for the last few years they had varied very 
much together, the Indian security always about ·the same number 
of points below the British conversion loan. You will find that 
the two lines begin markedly to diwrge about November 1929. 
That,-if I may say so, and it is difficult to use words about thi.. 
wIthout "leading to misunderstanding,-tllat period which began 
in November 1929 marked I think the first realisation in the out
side world that really big constitutional changp • were coming in 
India." That month gave the well-known statement of the Vice
roy, and then a few weeks later we had an unfortunat .. event, the 
refusal of the Congress to take part in the Round-Tab!., Confer
ence and the lalm~hing of the civil. disobedience campaign_ I 
leave out the resoiutions at the Lahore Congress because I do not 
wish to ·Iay too much emphasis on those. I· want you to face this 
questioo as a reality and quite impartially_ It is not a questiOl' 
of blaming anybody or saying that it could have been avoided 
or that any insult to anybody is involved. The change in the 
status of India '8 credit really began, as I say, when people realis
ed that important constitutional changes were coming as a reality. 
The outside public, I maintain, began to wake up to that for the 
first time about Nonmber 1929; and since then there has been 
hanging over India an uncertainty which is very unfavourable to 
inve'3tment in securities. It is that uncertainty which is redly 
fixing the level of the prices of our securities in London, and it is 
the level of the prices of our securities in London which has 
really governed our position out here. I maintain it has nothing 
whallever to do with the" short money rates which we have had to 
maintain in India_ W.e might have had quite cheap money in' 
India but UI11ess we had bCf'n able to create confidence in the 
future which would have put lip the prices of Indian sterling 
securities, tbere could not have 1]een any very substantial rise in 
our rupee securities- Now, I ask you to consider that calmly and 
aceept it as a true statement of the facts_ I venture to think 
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that if you follow matters up on that basis you will find that I am 
correct. Therefore I do repudiate the charge that our poHcy of 
keeping control over the money market has damaged the cl'<Jdit of 
India. We are up against circumstances for which we are none
of us responsible and which we can only improve by getting :l 

measure of co-operation out here and creating in the outside "orld 
a confidence in what are to be the intentions ot the future Govern-' 
ment of India. 

Then, as regards excessive contraction I gave certain figures 
in my Budget speech in which I used as a test of whether our eon
tractions had been excessive or not the amount of our contrac
tions, the percentage that it represented to the volume of currency 
in circulation. I compared that with the fall in the wholesale 
prices. The fall in the wholesale prices in the five years which 
I took ",as about 35lh per cent as show'; by the Calcutta index 
number, and this had been accompanied by a fall in the currency 
in circulation of about 18 to 20 per eent. I maintained that that 
ahowed that the contractiGll effeeted had not been excessive. 1 
did not suggest that it was possible to regulate the. volume of 
currency with any mathematical accuracy in relation to the 
wholesale prices index figure. Thd is quite impossible; but I _ 
did say that if the wholesale index figure had fallen by 36 per 
oent, and the volume of currency had only been: contracted by IS 
per cent, that was pretty good evidence that the contraction had 
not been exeessive. It has since been asked, or it has been men
tioned in the press, that if India has had to undertake contrac
tion of that kind, why have not other 'countries had to undertake 
llimilar contraction. It is an interesting point to follow up, and 
I should like to have time to follow it up in greater detail than 
I intend to do to-day. I only want to say two things. }'irst of 
all you cannot make comparisons between a country,-and I say 
it in no insulting way,-in the somewhat primitive conditions &Ii 

regards currency' and credit which prevail in India, you cannot 
make comparisons of a country in tliat condition with the condi· 
tions of the great international money centres like London and 
New York. The contraction in London and New York is effected 
far Illore by eontractiou of credit than contraction of currency. 
You have also to take into account the importance of ehe-ques as 
a medium of circulation, and you have got to take into aeeount 
the variations in the wlocity of circulation. These are two fac
tors whieh operate quite differently in these international money 
\IelI.tl'eS to what happens in a country like India where things go 
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on rather primitive lines and currency is the only important fac
tor. Now, I hav'l certain figures which it might perhaps be 
interesting to give this -meeting. If one examines the figures 'of 
the United States, there are very striking figures 1:,0 show' the 
extent of the contraction of credit in recent months. If you take' 
the figures of Federal Reserve Bank, the average Reserve Bank 
eredit outstanding in the United States in November 1929 wa,; 
1,631 million dollars against 1,3Hi for January 1930, -and 1,129 
millions for January 1931. The total reduction for the two years 
was thus about 3!l per cent. Now, if you look at the lildian 
figures, .and take the figures of the outstanding' credits of the 
Im,perial Bank you find _no 'similar reduction. Then there is an' 

- other point to be taken into aCCO'JIlt and that i~ what I referred 
to as the velocity of circulation. The Federal Reserv.c 
Bank in New York is I think the only Central Bank 
that regularly reports such figures, and I would like to quote the 
following figures the velocity of circulation, according to the way 
in which they measure it, was: in outside New York, October, 
1929, 137; Olltober 1930, 100; in New York, October ,1929, 244, 
Octoher 1930, 115. These figUres indicate that outside New York 
the velocity of circulation had slowed down by 27 per cent and 

.that in New York it had slowed down by no less than 53 per. oent. 

Then comparisons were -also made with Japan. Now, as 
regards Japan of course we cannot go back earlier than the 
beginning of last -ycar,. because it was only at the', beginning of 
January 1930 that Japan went on to the gold standard, but since 
then they have made very substantial contractions. During 1930 
for instance, the note circulation in Japan fell from 1,642 million 
yen at the end of December 1929 to 1,436 mill,ion yen at the end 
of December 1930, a reduction of about 12 per cent; and during 
the same period the Indian note circulation fell from 179 to 161' 
crores, a' reduction of 10 per cent. Other currency was also reo 
duced in Japan during the same year; the gold and coinage of 
the Bank from 1,072 million to 876 million yen, a reduction of 
24 per cent. At the same time, private deposits in the Bank of 
Japan which av,eraged 320 million yen in January 1930 averaged 
only 219 million yen in December. All these figures indicate that 
Japan had to face very substantial contraction i~ gold. in notes 
and in private accounts, I think at least as considerable as India 
has had to face this year. Now. I think the real causQ of the 
criticism in India •• the l1eal cause of the fierce light which beats 
upon our actions in this matter is that in India it is the Govern
~ent that is the currency authority. and everything that we have 
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to do in this connection is reflected in" Government revenue; 
whereas. in other countries. it is the Central Bank which loses the" 
profits or the loss of profits is distributed throughout all the 
banking systems in the country, for "all the banks have to" restrict 
their credits, but ~ India you see it all concentrated'in th~ Gov. 
ernment figures, and a Government is always more liable to 
criticism than any private institution, much more of course when 
it is a so·callea "alien" Government. J would ask the members 
of this Federation to study these fact1; because the time has come 
when we want to get at facts in the matter, and whatever may 
be SIIid in a spirit of emotion or enthusiasm, I am afraid the in~ 
terests of India will be very badly served if financial and currency 
matters are dealt with in that spirit. 

I now come, Mr. Chairman. to the last part of the subject 
with which I intend to deal and that is the question of what we 
ought to do. now. And I think the question must, if we are to 
avoid confusing the issues, really be stated as follows: Admitting 
that the catastrophic fall in prices which has been experienced in 
the last 18 months has fundamentally upset the economic adjust· 
ments ot India and has made the burden of fixed payments heavier 
on certain classes, can the situation be put right by altering the 
value of your unit of currency' That is really the question and 
that leads one on to a second question, and that is; once you decide 
not to maintain the value of the unit of your currency, what are 
:rou going to. do' Are you going to attempt to step from one 
stabilised level to another. or are !ou going to let exchange go 
~altogether r " 

I dwelt at some l~ngth on this question in my Budget speech 
and I argued that whether you wanted to have the first course 
or not, it was no longer possible, because, if in conditions like the 
present you were to depart from or actually repudiate your sta· 
tutory obligation, it would be impossible to maintain exchange 
at any pre-determined level: it would mean letting the thing go 
altogether. ,I had very strong reasons fOl' saying tha~ In the 
first place, I felt that, if you want to maintain stability, you have 
to maintain oonfidence, and if your attitude is that in the face 
of abnormal economio difficulties you are prepared to repudiate 
your oblig~tions and depart from stability, then you must MY 
good·bye to the ohance of maintaining confidence fer all time. It 
is no use your saying "Cireumstan~s are very exceptional: we 
would never do this in any ordinary times; we are gomg to do it 
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now perhaps only to a limited extent." That is no use; once you 
admit the principle that, in order to meet the particular economic , 
difficulties of the momen t, you are going to alter the value of your 
exchange, then I say you have got to say good-bye to confidence, 
and no one is going to trust you to maintain stability of exchange 
in the future. That is one reason. 

Another reason is that just at the present moment, in the 
present political uncertainty, if you were to let this one point, 
this one piece of sure ground go, you would have no sure ground 
left on which to stand, and YOo{! would create chaos in the coun
try, and ther.e would be no chance, even if you wanted to do so, 
of maintaining .stability at any level that you could fix in 
advance. But I need not labour the point because I think I 
gather from the wording (lof the resolution that my conclusion is 
definitely accepted. I had expected to hear more said in the 
speeches on this point. I listened very carefully to what was said by 
the Chairman in his opening speech yesterday and putting that 
together with the wording of the resolution, I take it that th~ 
intention of this resolution is t(lo urge upon the Government to 
give up Ish. 6d. and to fix upon no othe .... atio. The old cry of 
hh. 4d: has been abandoned. Weare now being asked to abandon 
stability .altogether To my mind that is a most amazing change; 
and I wonder if the public of this country have fully appreciated 
what is involved in it. I ·have, since I came to India, taken a 
good· deal of time in studying ·the past discussions on this sub
ject, and the one thing that has impressed me is that throughout 
all this long series of currency commissions and examinations of 
the question, the demand on the Indian side has always been for 
stability of currency-a demand which expressed itself in a claim 
to be put on a real gold standard; but theesse;'ce of being on a 
gold standard is that you maintain stability of the value of the 
unit of your currency. And if now there is to be a complete 
change, I can only feel that under the influence of sudden diffi· 
culties you people here are forgetting the lessons of the past, and 
are really .running into danger of leading the country into some
thing which it does not want. I think it is of interest to go back 
to what has been said in the past, and I have tried to select at 
random some statements that were made before the last Currer.cy 
Commission by representative Indian bodies. I have confined my
sdf to looking to representations made by Indian bodies, as I did 
not imagine that arguments of European Chambers (lof Commerce 
would impress this meeting very much. But now let us just con
sider what was said by the various Indian Chambers. Here is a 
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passage from the memorandum submitted by ~he bdian Mer
chants' Chamber, Bombay: 

''My committee do Dot wish- to discuss the effects of & rising or faUing 

rupee, nor of a high or low l'11pee, on trade and industry, beeauaa 

1hey ea.nnot agree that the standard of money of any country should 

be manipulated on 8uch considerations and because any such mOlJi_ 

pulation vitiates aU outstanding contracts and indictS unmerited 

hardship and injustice on dilferent sections of the community,," 

Those are words which I would have liked to .use .myself in 
. the speech that I have just made because they put. m~ch better 
than I myself have put it, the argument that I was trying to make, 
that if you· try to juggle about with currency values in order to 
improve the position for one class of the community, you are 
l16811y going to do injustice to other classes, and . are attacking 
by a back door what should be dealt with by. a direct frontal 
attack. 

Then again in the statement submitted by the Indian Chamber 
of Commerce. Caleuttlll, they said: 

"Stability in terms of internal prieea would neeeasitate the. management. 

of our currency t contraction and expansion of the volume of eur 

reney, aeeordiDI' sa the index number of prieea rises or lalla •••••• 

diflleultiea are bound to arise eOllllequent thereon, and in praetire 

there will be even more diftleultiea than in theory. 

"Some' ot the difficulties may be stated. as tollows: Fluetuationa in the . 

index number ean be aseertaiIled only long alter the,. have taken plaee 

........ It followa trom the above that while OB the one hand \be 

object aim~ at, to wit, the 8tabilisation of prices will be di~eDIt. 

if not imposaible, to obtain, a fresh element of uncertainty and apetu .. 

lation is iutrodueed 'not only in ezthange, but &lao in torming au 

estimate of the trend ,!f prices. The price level will be expoaed. to 
• double aet of iuftueneea., to wit, forees operating in the red of 

the world ••• lso the Government manipulations of eurrenq. The

ad of manipulation -(and this is very importaDt)_ will IlQectlA.

rily have to be lett in the hauds of some penoD or set of penoWl ~ 

and eYeD .. uOline that he or theoy ('()8ld be 80 eiftumspeet, tar

aighted and infallible, knowina hUlUa Datue as it ia, ~t would be 
100 dangeroua t .. vest .... h unbounded po_ aIf .. tinc 320 mil!; .... 

of JeopIe ja .. 8Illall bod.7 lof mea. who, or 1ID1D8 of whom, -1.7 aot 
bo abl. tG ,:;,.., the It!mptation of utili!oiq the po..... tG thri. 

own .. dTUtap. The theory of atabiJi8ltioa of prieea ... bf.e. ear-

.... Iy d_.ibOd u boinc ~iu.... fool-pnof ... k ....... pI'Oof. ud 
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has recent1y been rejected by England where self-government exlst .. 
~ut to arm currency authoritie~ with Buch powera will besides the 
economic difficulties be a fresh source of political suspicions in 

India. To adopt the theory bere will be to commit a great econo

mic and political blunder." 

I think the last sentence is full of very sound sense. And 
yet ~urely this is exactly what is being asked for in the terms of 
this resolution. The currency authority is in fact being asked 
to abandon the stable ratio which has been maintained for nearly 
six years, merely in order to deal with difficulties created by the 
recent, and I hope, temporary fall i~ prices. Let me take another 
quotation: the Bengal National Chamber in their memorandum 
wrote as follows: 

itA rising or falling rupee disturbs the normal condition of trade, indus

try and' national finance. The interest of agrieulturis~ is allKl 
affected in proportion to the rise or falL A rising rupee favoura 
imports no doubt, but leaves everything to speculators, becauso 

there is no knowing where it will stoP. A falling rupee, on the other 

hand encourages exports; but here also speculat,ion reigna lIupremeJ 

there being no knowing of its destination. Stability of the rupeS 

will help bona fide trade and make eommerce more aecure, but the 
evila of a high or low exchange, as have been shown above, will be 

a continuing obstacle, and 'will tend to ruin the country in eithe: 

way. So it is best to have a gold standard) all there will remain no 

change of a riaing or falling e.schange e;l.cept within the apeeiaJ 
points." 

I think those quotations are very impressive and they brought 
home to me in a remarkable way the point which I have just 
made, how Indian opinion seems to have changed in these mat· 
ters. I believe there are soine men-and men of the highest 
intellig.ence-who are to-day flirting with the idea that in India 
external trade is of comparatively little importance; that internal 
trsde is fifteen times in volume of what the external trade is, and
that ther.efore it is better to have stl\bility of internal prices and 
sacrifice stability of excbange. You cannot have both; you must 
either let your prices follow world prices and maintain stability 
of currency, or you must sacrifice stability of currency and de; 
tach your internal prices from world prices and try to maintain 
them on a stable level. Now, as I said, I believe that there are 

'many men of the highest intelligence who are flirting with that 
idea of internal stability of prices to·day. Theoretically it is a 
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good idea; I would support it myself every time in theory. But 
in practice I cannot find better words than were used in that 
memorandum wbich I quoted above which said that the theory 
of stabilisation of prices has been correctly described 'liS' being " 
neither fool-proof nor knave-prool. 

That, gentlemen, I am afraid is the position. If we can pro
duce.ome superman, immune to all th~ influences of the day, 
with a prophetic vision whp could foretell when priees were 
going to rise or fall, such a man could work a system of stability 
of prioes for you; If you can find him in India, have your system 
of price stability and welcome to it. But I will lay you, if you 
are betting men, three crores of rupees to one, that you. cannot 
find such a man. 

That concludes the most of what I have to say on this ques
tion. 1 recognise that in the quotations which I have given in 
regard to this question, it may be said that they were referring 
to the establishment of a gold standard; and it may be arl!;ued 
that what we have to-day is not a true gold standard; but that 
does not really meet the point. What we have to-day is a very 
g" .. d equivalent for the gold standard and the essential thing is 
that our currency system: is being worked so as to maintain stabi

'lity for the value of our currency in relation to the gold 'curren
cies of the world. 

Then it may also be said that· in this resolution there iI; 
nothing said about adopting this theory of maintaining stability 
of prices. I quite agree, but that I think is one of the weaknesses 
of the resolution I it asks us to abandon the Ish. 6d. ratio, but 
does not tell us in the least what we have got to do then. It 
seems to think that the matter can be left to chance and that the 
ratio would find its own level. That, gentlemen, is a complete 
mistake. As a matter of fact, if you w"re to take that action, 
I am oonvinced that you would create chaOs in thi .. country, and 
that in a short tillle before India kne,,, where she was, she would' 
find herself in the position in which China is to-day. We are 
living in a time of great uncertainty when nervousness exists in 
every quarter, and as I have said before, if you remove this one 
piece of solid ground, the stability of exchange, I shudder to 
think what the results might be. You would precipitate a fall 
in exchange, while speculation would make it impossible for this 
country to delend the position, and the point at which. the fall 
might stop is one as to which I should not like to Duard a guess. 
But at some time or oth .. r the currency authority would have to 
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attelDjpt to step in' and resume control, and therefore, the currency 
authority must have some sort of policy. If it is not a policy 
of price stabilisation, then it must be some policy of regulating 
the value of the currency accorcling to what it considers to be 
the needs of the moment, and if that is u'ot adopted as the alter· 
native, then th~re is no excuse for departing from the present 
stability, and thcrefore, I say although this Resolution does not 
specifically recommend maintaining the theory of stability of 
internal priees, if the currency authority were to adopt this Re
solution and abandon the present stability, it would be forced to 
try and evolve some sort of theory equivalent to that of internal 
stability, and then you are landed in all thosl' evils to which I 
have called attention, and they would have it in their power to 
juggle about with the fortunes of the country. 

So, Sir, when 1 come back to my original question what ought 
we to do now, I am unshaken in my own opinion that it would 
be disastrous. to India to sacrifice .stability of currency just at 
this' moment. But that is not the end of the question. There 
is a vast amount that could be done to improve the situation, and 
I think the greater part of that, gentlemen, lies in your h!.ln.!s. 
As I have already pointed out to-day, and as I pointed out at 
length in my Budget speech, the real reason why we have had 
to take drastic measures to maintain rigid control of the money 
market is that we have had to combat a movement partly specula
tive, partly based on genwne anxiety about the future which has 
been leading people to sell rupees. I do not wish now to go into 
!/-rguments as to what the extent of that movement has been, and 
I wish to assure my friend Sir Purshotamdas Thakurdas that in 
making these suggestions, I am not suggesting in the least that 
any people at this moment have operated in a dishonest way or 
that it represents any more than a natural reaction to the c<>ndi
tions which exist tQ-day. It would be unavoidable in any coun
try. But if the Indian commercial leaders could make it clear 
that they. agree to this policy of npholding stability of currency 
and _ that pending the transition t<> the new c<>nstitution they 
would co-operate with the Government, then I think a vast im
provement could be effected in the situation. I think that in 
that case you would restore confidence, you would be able t<> 
stimulate again' the flow of capital into India, we should be able 
to reduce rates for money, and I think our securities both in 
London and in India would rise. Also I venture to say that you 
would find the whole discussion of that difficult question of finan
cial safeguards made vastly easier. 
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Now, that is one thing which could be done, but there are 
others. I; Mr. Chairman, have alway.s tried, so long as I have bee;' 
bere, to take seriously the criticisms wlrich are levelled against me 
by bodies like this Fed,eration, and I have been trying ,to follow very 
closely the line of thought which lies behind most of the' speeches 
which have been made fo-day. I have been rather surprised that 
they have not dwelt more on the point on which I myself have 
dwelt, the effect which a fall in prices life this has 'had on the posi, 
tion of the agricultural producer with fixed payments to' make. 
Speakers to-day have not dwelt so much on that side' of . the 
'questiOon as on the disastrous effects of the Government 'policy, 
that is to say, the disastrous methods which the Government 
has been forced' to adopt in order to maintain stability of 
currencY,-such as contractioo 'and maintenance of high ~oney 
rates. Now, I do feel entirely confident myself that we have done 
nothing that would not have been done by any currency autho
rity iii the world placed in similar conditions. We have followed 
what has been accepted as the orthodox method, and, in finance, 
I believe, that to follow the simple orthodor metheds is the best 
cburse. But I all\ fully prepared to discuss that question as to 
whether in maintaining our policy of ·atability of currency we 
could have acted in a way~which would have been less detrimental 
to the interests of the country; I am fully ready to consider 
whether there are any other ways in which the desired end can 
be achieved. I had noted what I am saying on this subject be
fore I came to this meeting, but I was very interested in some 
passages in the speech of my friend Sir Purshotamdas Thakurda9, 
when he suggested something like the same ideas. The sugges
tion has been made at various times that 'the Government should 
appoint a Committee to inquire into the whole currency ques
tion. Those suggestions we have had to refuse, because the mere 
fact of the appointment of such a Committee would create a 
state' of uncertainty which I venture to think would make ordi
nary business transactions impossible. But that objection would 
not in the least apply to & Committee whioh might inquire into 
the methods of maintaining stsbility of currency. and provided 
it is clear that the agreed purpo..e is to maintain stability 
of currency, I should welcome the Chance of co-operating with 
a special Committee to consider as I have already said whether 
that same object could be achieved by any other means which 
would be less disadvantageous to the commerci81. world in thi.< 
cduntry. That is a .• uggestion which might perhaps be eonsi
de .... d. That is one thing which might be done, but there are 
others still. 



( 126 ) 

I have .only touched briefly on the first two recommendations 
in the laHel' part of this Resolution,-the question ()of retrench
ment and the question of. a constructive economic policy. Time 
is not available for me now to develop fully my own ideas of 
retrenclrment, but, as I have already said, I am heartily in accord 
with that part of the Resolution, and I am fully determined to do 
my utmost to work. along these lines. The necessity for retrench
ment is indeed absolutely forced on the country in view of the 
present fall in prices, and if this Federation would desire t()o appoint 
a small Committee to discuss methods for giving effect to a policy 
of retrenchment with me, there again I should welcome such action. 
Speaking on behalf of Government, I can say that we mean busi

. ness in this matter and that we should welcome co-operation from 
the representatives of the commercial world. Exactly the same 
remarks apply to the recommendation about a constructive econo
mic policy. Here I must confess that it is not so easy to see what 
could be done, because the idea is less definite, but here again I say 
I ,should welcome co-operation from the representatives of this 
Federation iy. considering that question. Indeed, if 'we can work 
along these lines, that represents an idea which I myself have often 
preached. For I do IDll.intain, and, in spite of what one of the 
speakers suggested about the honesty of my remarks, I would ask 
him to believe that they were honest, I do maintain, as I said in my 
Budget speech, that in this period of transition and pending the 
launching of the new constitution, we on the Government side ought 
to' work in co-operation with the representatives of the public, 
and particularly in economic matters with the representatives 
of the commercial world, But co-operation means an effort on 
~oth sides, And therefore, I would invite from you, Mr, Chair
man, proposals 00 this particular matter. U we can concentrate 
earnestly on matters of this kind and stop talk which by creating 
uncertainty about the future of the exchange is really damaging 
the true commercial interests of the country, ·then I think we 
shall have started on a line which offers some hope for the future. 
In the meanwhile, we on our side can only carry out our respon
sibility by facing facts and doing what we consider to be right. 

,We cannot "job backwards" or speculate on' what might ,have 
been. For myself, in the situation with which I have had to 

. deal, I have taken a certain course in the firm aSsurance that it 
is II right course, and all the events which have happened since 
then have onl,. confirmed me in my idea, F<>r the moment, as I 
have said, the responsibility is ours, but the future lies with YOlI. 

Do not ask us to wreck that future by doing what we know to 
be ,wrong, and what I believe that you, if you had full kn<>w\edge 



( 127 ) 

of the facts and responsibility, would also agree to be wrong. 
That is a thing,. Mr. Chairman, which I cannot do. (Applause). 

The Chairman (to Sir Purshotamdas Thakurdas): Do you 
like to say any~hing in reply' 

Sir Purshotamdas Thakurdas: Mr. Chairman, I am in a little 
difficulty in rising to reply to what the . Hon 'ble the Finance 
Member has said. I would like very much to know whether' the 
House would like me· to go through the various points raised by 
the Hon 'ble Sir Geor~e Schuster in the course of his remarks, 
or they ·would like me to restrict myself to the two cQnstructive 
suggestions which he has made in the latter part oJ: his observa. 
tions. I attach 'more iD..portance to the iast few remarks in 
which he invited assi~tllnce from this Federation,. although I 
cannot possibly accept what he said in the eatlier part .of his 
speech regarding contraction or the doubts he expressed about 
reducing the purchasing power of tbe people of this country. 
Obviously, Sir, if the House wishes me. to go tht:0ugh the vari· 
ous points he has made, you would have to give me much more 
jnd\llgence than I would require if I am to restrict merely to the 
latter part of his speech, and bearing in mind the comparatively 
heavy agenda which we still have before us and which has to be 
finished during the course of tllis afternoon . and to.morro.w, I 
place myself at the disposal of the House. I should like you, Sir, 
to a§certain exactly what the House wants me to do in this matter. 

Mr. Fakirjee Cowasjee (Karachi): We would' like you to go 
fully into the various points raised by the Finance Member. 

The c;hairman: We have got a very heavy agenda, and this must 
be borne in mind, but I think there are certain remarks which
fell from the Hoo 'ble the Finance Member which do require a 
reply. I should hope that' Sir Purshotamdas Thakurdas would 
he able to finish within 20 niinutes; but if you think you would 
require more time and the House has no objection to giving you 
more time, personallYr I have not the least objection. 

Sir Pursbotamdas Thakurdas: Sir, it is very difficult for me 
to find out exactly what the House wishes me to do, but all I 
want to know is whether the House will han -pati",nce to benr 
with me. 

(Several delegates from all parts of the House: Yes, yes). 
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The Chairman (to the Hon'ble the Finance Member): 1 hope 
the Hon'ble Sir George Schuster has no other engagement at 
5 o'clock. 

Sir Purshotamdas Thakurdas: t felt a little amused if I may 
say so at the Honourable Member's' opening remarks that the 
speeches on the resohition were short and had little argument in 
them. When we make long speeches, as I did last year wh~n I 
spoke for one hour in movIng a similar resolution, we are told 
that it is impossible to reply to every aspect. i therefore this 
year tried the other method and took for' granted much of what 
I said last year and said to myself that I would only cros~ the t's 
and dot the i's and lellve" the rest to the Honourable Member. He 
riow says that because of their brevity there was no argument in 
the speeches. I suggest th/!t is hardly fair. He perhaps meant it as 
a joke and I take it as such .. 

Now, Sir, the Honourable Member began by inquiring what 
is meant by reducing the purchas~ng power of the people. I wish 
to ask whether he is not in touch with the big importing houses 
in Bombay, Calcutta, Karachi and Madras and whether he is not in 
touch with what we have been hearing from Lancashire and 
Manchester regarqing the reduced purchasing power of the people 
of India. I need hardly say that there is little accentuation there 
owing to the political movement in connection with the boycott 
of foreign goods. But that movement started only in March last 
and the ratio h!ls been on the statute book since March 1927, Can 
he say from his experience that in spite o£ our having had an 
abnormally good cycle of years, taking all over India, that the 
purchasing pO'Yer of the ma~ses of India-and that is the factor 
which counts-has not been reduced by making the rupee artifi. 
cially heavier, although it is doubtful yet ~hether the adjustinents 
for that are complete. He recounted the various factors in the 
situation and there was a refreshing change from the tone of his 
predecessor when he. admitted that the cultivator was being hit 
because he had to pay more in the shape of actual value for his 
land revenue, the number of rupees there not having been reduced 
but he overlooked one factor while he recounted others-namely. 
that the cultivator of india carries a debt of something like 6 to 8 _ 
. hundred crores of rupees and that bad not been reduced owing to 
the appreciation of the rupee from 14 to 1/6. The debt still ban~s 
ro'und his neck like a millstone. I therefore feel that as far as the 
question of whether the higher ~atjo has reduced the p\lrcha.in~ 
power of the rupee or not, it is 'beyond the pale of discussion or of 
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doubt. What does matter to my mind really is what the Fl~nout
able Member said regarding his insistence upon the credit of India 
being maintained. Now, Sir, all of ns are as anxio"iis about the 
credit of India in international markds .as Sir George Schuster 
himself, I wish to ask him whether in spite of all his good will he 
re&liaes whether the present administration of the ~rency 
Department may nol: give a set back to the credit of India that 
will be irretrievable. What about that· the gold resources of India 
are frittered away in the Currency Departmentf It is not difficult· 
to make frantic ell'orts to maintain the value ·of the rupee but the 
Finance Member knows much better than many of ns that there 
is a limit to hiB gold resources and perhaps there is a limit also to 
the extent to which he can borrow even in a friendly market in 
London. They will not lend him an unlimited amount for an inde
finite period. They do put the screw on as far as the rate of 
interest is concerned. I wish to put it to him in all seriousness 
whether the political change which is impending and which is 
alleged to be upsetting the investor abroad, is not more likely to 
prove a complete failure if he continue, to fritter away our gold 
resources. 

The Finance Member has thought fit to defend here further 
his policy of contraction and he has reiterated what he said in 
para 104 of his speech regarding the contraction. I will read one 
sentence from para 104. He says there 'Now as to the extent of. 
our contraction, I believe that an impartial observer far from say
ing that this has been exce&<>ive would be more likely 'to take the 
contrary view and criticise Government as currency' authority for' 
not having contracted further sufficiently.' When I read that I' 
m.arked in my copy "to ask Sir GeOl'ge Schuster the name of the' 
peraon he has in mind. Is that peraon in India or in England t I 
would very much like to meet that impartial observer Tcferred to 
by the Finance Member." He is either completely ignorant of 
actual conditions in India or, without meaning any insult, I would 
say t\)at that man deserves to be sent to the lunatic asylum. When' 
the FowlE'r Committee reported and the exchange 
was taken to 1s. 4d. the bank rate went up 
to 15 and 12 per cent and althongh I was then 
at college I remember certain days when money 'was not avail. 
able in Bombay even at 18 per cent. Does the Finance Member 
think that thing' 'have not> come to that pass yeU Is that the idea 
of his impartial observert The screw ia tight enough and he who 
makes it tighter will he doing a erime against the agricultural, com· 
mercial and industrial-community of India. 

8 
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Then Sir George Schuster quoted figures of contractions ana'. 
their amounts. in other countries. I did not know that he was 
likely to favour us with this information but you must have obser
ved that he only took the, one year previous. We do not know to 
what extent there were contractions or the contrary in those coun
tries previously but that is not all. May I ask Sir George Schuster 
if there is any parallel in the banking facilities and control of the 
money market in .these countries and India. He mentioned the 
U. S . .A.. and he mentioned Japan. Does Sir George Schuster think 
thu there are fair parallels which would enable him to compare 
the two countries as far as contractions are concerned f Take for 
granted that the figures that he has given afford some parallel to 
what has happened in India. May I ask Sir George if he has 
thought over this-whether these countries which he has named 
are suffering from that scarcity and dearth of money in the shape 
of high bank rate as India is f What is the bank rate in America 
to-day and what is the bank rate in Japan to-day and what are 
the conditions in India f I venture to submit that although Sir 
George may not have meant it, the comparison is misleading. He 

. referred to part (b) (3}---stop further efforts at maintaining the 
value of the rupee at Is. 6d. He dilated upon it, although I am afraid 
he overlooked what I said in moving the resolution that the ratio 
is not the only thing which worries us to-day. Whlit worries us is 
the threatened disap\Jearance of our none too excessive gold 
resources and he thought it right to remind the House to-day of 
what was said by my Chamber in Bombay and by your Chamber, 
1I4r.· Chairnlllll, in Calcutta regarding the value of stabilisation in 
1926. When 1 beard him read those quotations, I was reminded 
of what I had heard in the .Assembly in 1927, members quoting to 

--Sir Basil Blackett in favour of the 1J4 ratio and against the 116 
ratio what he had said· against the ratio of 1J8 suggested by the 
Secretary of State. These quotations do not carry us far. What 
was said t.here was taking for granted one thing-that the correct 
ratio would be stabilised there. Does it mean that when the Gov
ernment in spite of popular opinion to the contrary and by slen
der majority of 3 carried their 1/6 ratio, we cannot protest against 
an injurious ratio which has been put on the statute book. I wish 
Sir George Schuster had not wasted his breath and our time in 
reading those quotations, because they do not apply at all. Govern
ment go on persisting in maintaining the ratio at 1/6 and go on 
using our gold resources, even t,hough year in and year out we 
have warned them and told them what our views are. May I ask 
what do you and your principals in London and the British Gov
ernment propose to do when you have come to the end of the 
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tether is respect of our g~ld resourc~s' May ,1" ask whether there 
is any guarantee either implied or clear that England will tight 
through' ~intain the ratiO, whether India has necessary gold 
resource'S in her currency or not' Or is it this-that Government 
go on doing this, and, in the end will leave us to our fate,-to the 
fate of countries in Europe with depreciated currencies-and ulti
mately say 'We did our best. We are very sorry.' It is this aspect 
of the question which worries us. We do not want the Govern
ment of India to consider the ratio for the sake of change. We do 
not talk 'because of sentiments. Our head tells us that Govern
ment have been doing a wrong thing. We continue to agitate be. 
cause we are convinced that Government are trying a most dange
rous experiment against 33 crores of 'people, where their very 
livelihood is dependent upon this coin in bearing the King-Empe
ror's effigy. Sir Basil Blackett said in 1925-26 that everybody 
handles the rupee but few understand the vagaries of the rupee. 
I say that on you as the Finance Member of the Government of 
India lies the responsibility 'and sacred duty of seeing that India 
does not suffer the fate of some unfortunate countries' in the We~t 
and the fate of the country which you named-China. I do not 
wish to go into the history of China. She is on a silver standard 
but even for China I heard it for the fir.st time to-day, that th6\ 
Chinese quarters were complai"ling that they were not' able, to 
export owing to the depreciatec1 currency. I should have thought 
that when a country has a depreciated currency, her exports are 
on such a scale that every other country is afraid of her. Sir, the 
wail has been going out about China from countries which cannot 
export to China-the very people who are interested in importing 
into China; I do not want it to be understood for a single moment 
that I alii' in favour of a depreciated currency. I am all in favour 
of stabilisation and a stabilised ratio, but a reasonable, rational 
stabilisation which Government can maintain witho'lt sacrifice and 
without risking in fact our very existence for the next few years. 
It i& that stabilisation which we want; we want a sensible stabili
sation, not an unjustified stabilisation owing to some particular 
interest wanting it. 

Sir, the Honourable Sir George Schuster suggested-I hope I 
have understood him correctly-that he is quite agreeable to have 
a committee to consider all the other aspects of the Currency 
Department's operatious excE'pting the question of the ratio. I 
hope I have undE'rstood him correctly. (The Honourable Sir 
George Schuster nodded assent). I see the Honourable Member 
Ilods assent, and therefore I may proceed. Well, I look upon ~a~ 
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as a really good constructive ,piece of work, and I wish to ask the 
Honourable the Finance Member, if he is agreeable to have a com
mittee or someone to consult with-and he will of course pick up 
the best brains in the country for that purpose-if ,90, might I ask 
why he is so anxious to cut out the question of the ratio as a con
dition precedent! If he is so sure of hig ground, if he feels that 
he has self-confidence, that he will be able to convince these people 
that it ,is not to the interest of India to disturb the present ratio, 
that the Government of India have the capacity to maintain this 
even though they may have to sacrifice further four or five or ten 

'erores of rupees, that the Currency Department can stand this 
depletion of India's gold regources, may I ask Sir George Schuster 
why he is so insistent that this particular thing should be cut out 
as a condition precedent! To me, Sir, it savours, if I may say so, 
of a want of confidence in the Government of India's own case on 
its own part. Few will agree to. have a committee on a certain 
condition. Have a committee assembled, to examine the whole 
case, to go into it thoroughly: and if the arguments are as strong as 
Sir George Schuster believes them to be-and I will not say whether 
I agree or disagree because that is not pertinent here-if the argu
ments' are' all as strong as that, may I ask Sir George Schuster 
why he does not say, "all right, gentlemen, you want it, come and 
sit down with us for a few days or week •. " I know his appre
hension is that as soon as he does that, people will begin to get 
nervous, and speculation may get rampant. Well, Sir, you cannot 
prevent people from thinking even by an Ordinance. (Laughter). 
The discussion that we have to-day may make somebody in Bom
bay or Calcutta think that he had better operate for a few thou
sand pounds. But if your conditions are that you should make 
out a good and sound case and to get a reasonable set of people 
to go into it impartially, I suggest to Sir George Schuster that, as 
he has come more than half way, to my mind, he might come the 
whole way and say, "I have nothing to conceal, let us sit down 
and compare notes, and we will do whatever may be necessary." 
No one has suggested that a condition precedent should be made 
that the ratio will bc changed. All that is suggested is to compare 
notes, to call for figures, to go in for further information which 
you may want regarding the reduction in the purchasing power of 
the agriculturist. If you can prove that the purchasing power flf 
the agriculturist has increased owing to the higher ratio, no one 
will be more pleased than every member present here. 8"0, let us dis-

, cuss it fully; and after all, even supposing the committee consists 
of some wrong-headed people, it will be in the hands of the Go~
erument of India to take action. One cando nOthing'witliout His': 
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'Excellency the Viceroy permitting one to touch the Currency A~t. 
Why, then, I $Uggest to Sir George Schuster, not have a commit
tee to go into the matter thoroughly ; I should be quite prepare,d 
to agree that the report of the proceedings of the Committee, if 
the Honourable Member so 'wishes, should be kept perfectly secret 
and confidential, and that members who act on it should be asked 
to give undertaking that they will give out nothing, Let Sir 
George Scliuster put before the member.s all his' cards, all the 
information at his disposal, an~ I submit that he 'should not gi~e 

. us to understand that he is himself wanting in self-confidence, 
because that alone can justify his imposing ,any eonditionprece
dent. I feel, Sir, that if Sir George Schuster wisheg to tell'us some
thing further in this connection, 'he will have done useful work; 
but quite possibly he may want to consult the Government as a 
whole, in which case I, hope that he will follow up what he has 
said here by itlt!piring more confidence in us and convincing us 
'that the Government of India do not wish to contiilUe to follow the 
policy which has aroused ,so much doubt. For, ultimately, if all 
our gold resources are depleted, Sir, who suffers I Each one of us 
auffers. Our fetlow·brethren suffer, and I do not wish to say any

,thing more than this, that tbe good or the evil which may came 
out of GO"ernment action is ours, and therefore they 
ahould not throw to the winds the advice and 
the suggestions which we so" earnestly and so 
repeatedly give to them. It is possible that, God willing, 

,!we may turn the corner in the world depression even during the 
next few months. But no such signs are yet visible and, it is up 
'to us here to-day to press on Sir George Schuster iliat he should 
. take the representfttives of the commercial community into his 
,confidence, put all his Ctlrds before them, and that he should not 
,make any condition precedent because that would detract from 
'the value of his inquiry and would savour of something-that 
either the Government of India er the Government in Great Britain 
wish to shield and protect something. But Sir George Schuster 
Sftys that they have nothing such to protect. 

Then the other suggestion that the Honourable Member made 
i~ in' connection with a Retrenchment Committee., He said that 
he . would be very glad to have co-operation and assistance 

.'from this Federation in that direction. I am sure the Federation 
will appr~ciate that invitation. Personally, as I have the opportu
nity to reply, if I may express my own opinion, I would recom
'm~nd the Federation to say to Sir George Sciluster, "thank yon 
very m~ch; we do not think we can do anythhtg' useful,.t this 
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juncture because, not that we do not appreciate yoU!; olier, but 
because we are convinced that what is wanted is a change of policy 
on many questions-not a few lakhs retrenchment in expenditure 
by cutting ou~ a few officers or 'some stali." It is a change of poli~y 
which is wanted. We should leave the Legislature and the Finance 
pepartment to do their best in. that direction. Th~y can do little 
compared with ·our needs. What we want is a change of policy 
in the Military Departm~nt, and the same applies to the other 
Departments; and I am afraid if a few representatives from this 
Federation went to that work, they may ,have to return grossly 
disappointed and dissatisfied. This is of course only my own 
personal suggestion. . 

I am convinced that the great thing which calls for our atten· 
tion at the moment and which requires the attention of the Gov· 
ernment of India also is insistence on this, that tM Government 01 
India , should do their level best to inspire confidence on the part 
of the people in their currency policy. They have come to a point 
which I look upon as bordering on the dangerous. They may be 
able to purchase their sterling requirements at present at 13/16th! 
or 'Vsths oli and on. But it ought to make the Finance Member 
think very seriously' as to what might happen should the next 
monsoon. be a poor onc .• I do not wish, Sir, to indicate any dismal 
forebodings, but I do think that at this juncture this offer which 
I have made here is one which it is most necessary that the Gov· 
ernment should consider. There should be no preliminary condi. 
tion, a;"d there should be only one question, namely, that a com· 
'mittee should go into the facts and figures most thoroughly and 
fully and the state of things ,as the Government view them, and 
that there .should be a reflection of popular opinion on the delibe· 
rations of the committee and then' they should try to formulate 
any practicable scheme which may be arrived at, as the result 01 
('om,mon conclusions, if any, come to. ,If no common conclusions 
are arrived at, the papel'S might be· filed, but there would be at 
least this consolation that the question had been examined. Sir 
George Schuster has told us as to what may happen if we run 
away from the· present ratio. Well, I feel I cannot resist the 
temptation of reading the concluding portion of this pamphlet a 
copy. of which was given to Mahatma Gandhi yesterday, which to 
my mind,puts the Indian view in a nutshell. I do not think that 
when· I have got such a well.phrased paragraph handy; I should 
take up your time by dwelling on it at length. I would therefore 
Clonclude my remarks by reading bere what is said under the 
heading: "The Moral". 
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"THE MORAL" 

Very recently there was a talk by Mr. Lioyd,'George on the 
City Financiets-chielly the Bank of England-as being responsible 

, for a precipitate return by England to the gold 'standaril.. 'The 
"Economist," whose editor was here as Financial Assessor to the 
Simon Commission, in commenting 'on the speech said:-

'It would undoubtedly have eased our problem' if we ·had 
devalued the £; and returned to gold at say $4.40 to the £; 
and we have rep~atedly dissented trom the' ultra-conser
vative view of the City that this would have been a breach 
of faith.' 

, 
Here in India there was actually a breach of faith, but in the 

opposite direction. Wbat was forced upon the country was not 
devaluation but a "plus valuation," as one economic jou'rnal called 
it at the' time for want of a better term in -the English langullge 
for the extraordinary phenomenon. Complaining of the policy of 
dea,r money whic1). hampers production, Mr. Lloyd George says that 
thcy cannot "build the city of God" because the "City of London 
occupies the site. U (Laughter). India's grievance is much more 
substantial; yet, without using" such language, one can say that 
until the transfer of Finance is real and complete, India' cannot 
come to her own." 

Sir, it is because of Sir George Schuster~s remarks towards 
the end of his speech which I quoted in the morning snd which I 

'~kriow came from the bottom of his heart that I venture to suggest 
, to him even at this late' stage that he may be able to help us io ' 
, r'ealise that, after all, the Government of India can move, if not 
. in time, :ret before it is too late. 

'The Honourable Sir George Schuster: Mr. Chai.:wan, I think 
it is desirable that I should take advantage of your courtesy to clear 
up the point made by Sir Purshotamdas Thakurdas in his. speeeh. 
He referred to "an offer which I have made" as' going morethan 
half-way to what he wanted. I am very'sorr, to say that I think 
he has misunderstood me. I thought that I had made our position 

. very abundantly clear. The whole line of my argumen\ was:that 

,if we-'were now to make ,a change in the value of the rupee.." it 
would ~an abandoning stability and that .. would bring ;untold 
dlsadvant,ages and' evils on the country, I am 
afraid t.lrat I cannot modify my view abouttha.t in th\! very slight
,es~ Il~g~: _ r;rhe,.s,.ug~est~l!n_ 'Yhi~ I, ~icl.~a~!..~~, ~~~~~~~n 
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really for ideas if this Federation has any ideas as to how the 
currency polley might be regulated, always keeping in mind the 
essential purpose of stability, in some way which might be less 
open to criticism to them than our present method. 1 am afraid I 
should be leaving this meeting under a great misunderstanding if I 
was to allow' any suggestion to remain in anybody's m;ind that I 
felt that the question of stability of the present ratio was an open 
question. I thought that I had made very clear 'my reason why 
that cannot be submitted to an inquiry by a committee. I am sure 
Sir Purshotamdas 'l'hakurdas, of all my political opponents, will 
agree that whenever there has been a demand for inquiry, I have 
tried to meet it: and it is always my desire, when I feel thepe is a 
popular demand to go into a certain question, to say: "WelL let us 
look into it. Nobody will be harmed by having this matter looked 
into.. All that we want to do is to discover the truth." But in 
the present case, if you once admit that it is an open question, that 
c~eates exactly the condition which I say will be disastrous to 
business in this country, for it would mean creating a condition of 
uncertainty which would make all business impossible. Then there ' 
is another point. I do not myself see what such an inquiry could 
produce or what it could elicit. The facts are only too well known . 

. I have never suggested for a moment that the position of the agri
culturist who has fixed money payments to make will not become 
l"asier,-I have never suggested for a moment' that his position 
would not be easier if the value of the unit of currency in which he 
bas to make those payments were reduced. That is an elementary 
point. My whole argument was that if there is a case for reduc
ing the hurden of these payments, then it ought to be attacked in'" 
direct way and that it. is possiple that a change of economic cir

'cumstances may establish a case for revision of rents and even for 
a revision of rates of taxation: But those eases should be created 
on their merits and met in the direct :way. To attempt to interfere 
with contrl(ctual relations by altering the value of your unit of 
currency is, as I was trying to argue, a fatal mistake. The point 
has no mystery ahout it. All the issues in the controversy are 
well known,' and I am afraid nothing will be gained by an impar
tial inqUiry into this side of the question. But what wO,uld be of 
value to ue would be to have suggestions as to how the currency 

'policy call be administered in a way more acceptable to the com
,mercial community, and also'to consider in what way the readjust. 
ments which may havc to be made as a result of the fall in values 
can best be made. It was on these subjects that I thought a joint 
discussion might be useful. r am afraid, much as I should like 
whenever a demand comes from Sir Purshotamdas Thakurdas"to 
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meet it, that to meet that particular demand would be,' according 
to, my j1ldgment, fatal to the present interests of the country. 

Sir Purshotamdas Thakurdas: That is why I put it as clearly 
. as I did,.I was myself hi doubt whether the Honourable Sir George 

Schuster wanted a :committee. and I halted for a few seconds f01" 
his nod, However, nothing is lost. From the remarks that he has 
now made Sir George Schuster appears to welcome no consultation 
with any repregentatives from any body unless and until it is dis· . 
t.inctly agreed that the question of ratio would not be discussed 
or touched, . I am sorry to hear that. but it only confirms the gene
ral opinion that the Government of India have little self-confidence 

. in their own policy. 

The Chairman then put the resolu\ion which was unanimously' 
adopted, 

The .Chairman: I would like to take resolution no, 2, I was to 
move this resolution but as I am in the Chair I should not like to 
move it. I would therefore call upon Mr. Chunilal Mehta to move 
this resolution. 

SILVER 

Mr. Chunilal B. Mehta (Bombay Bullion Exchange): Sir, I beg 
to move the following resolution: 

"(a) The Federation views with great alarm the unprece
dented fall In prices of silver and is of Ol)inion that nnless steps 
are taken to improve the position of silver as a preoious metal in 
the world there cannot be a lasting revival of normality' of econo-
mio conditions in the world.· . 

(b) In the opinion of the Federation the following steps are 
therefore essential for bringing about the desired result:-

(1) That the main silver produoing interests of the world 
should in oo.operation with such Governments as have 
surplus silver for sale arrange for some eo-ordinated 
plan flU' the regulati()ll of the production and sale of 
silver, 

(2) That the Government of India as the Government which 
held the most- important silwr stocks should take a lead

'. ing pan in promoting IUch co-operation. 
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(3) That tb.e Government of India should take immediate 
steps to o.rganise world opinion in favour of fixing ratio 
of gold with silver, 

(4) That the Government of India should decide their silver 
policy in consultation with a committ~e to be nominated 
from the elected members of the Assembly and represen
tatives of this Federation 'and until that is done, the 
Government of India. should not sell any silver." 

Since this Federation met in Delhi last year during February, 
there have been important changes as regards silver situation. Last 
year the price of silver was 20d. Since then it touched 12d. the low7 
est in the history, and now it is about 13d. Further since we last met 
there are impositions of import duty on silver twiee. Last year 
the Government levied a duty of 4 anuas per ounee and this year 
they have inereased the duty to 6 annas an ounce. Our internal 
silver price is a. fictitious one, there being a heavy iInl>ort duty. 
I will say that the price of silver without duty is about Rs. -29 
per 100 tolas. The duty of six annas per ounce comes to Rs. 14 
per 100,tolas or 50 per cent of the value. Thus the internal price 
is Rs. 43 per 100 tolas. 

It is argued that the reason for deeline is due to world condi
tions. But it is not so. The present state of silver market is due 
only to the policy of the Government of India. It is said that 
~eri~,a 'is interested in high pri~e of silver ~nd so the Americlln 
opinion is prejudieed. I will therefore read' before you the opi

"nion' of two important British Firms of Bullion Brokers of,London 
o'n the subjeet:- ' 

Messrs. Sharps & Wilkins, a prominent firm of Bullion Brok
ers of London, write in their Annulil Bullion Circular issued 
recently as follows:-

"What, however, has probably c0ntributed most in the past 
two years to bring ab()ut the fall in silver from 20d. to the present 

'level has been the selling of silver by thc Indian Government. It 
was not so much the aetual ,'sales that were responsible for the 
fall, as the uncertainty' of their next move. The consequence has 
been that potential buyers have bought from hand to mouth, 

. dreading that at any moment further sales might be made. and it 
is not too much to say that at every shipment' made of silver on 
Government account from India, !l decided, weakness has come 
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over the markets, both of India and China, with consequent fall 
in price!' 

Messrs. Pixley & Abell another prominent firm of Bullion 
Brokers ·of London. write In their recently issued Annual Circular 
as. follo>ws:-

.. There is little doubt that, apart from the world wide depres
sion in trade, the fear of Indian Govcrnment sales hili! played a 
l~rge 'part in the flight from silver, Eastern exchange fluctuating 
wildly from time to time on the most improbable rumours of large 
sales from this quarter. It seems equally certain thi/l fear can 
only be allayed by some such pronouncement of poJicy as mem
bers of the Legislative Assembly' at Delhi vainly, sought from the 
Finance Member on February 4th, when, in reply to questions, the 
latter declined to pledge t.he Indian Government 'not to sell any 
more silver till prices rose." 

It can be seen that even the British Firms clearly express that 
the reason for the present state of silver ,market is maiuly the 
present' policy O>f the Indian Government. 

'Our Government always comes forward to plead the cause of 
poor consumers Whenever thcre is a question of import duty. In 
case of silver I will point out that the real and actual consumers 

,are th~ poor masses and yet a duty of 50 per cent is levied on it. 

It is said that silver is an article of luxury. Those who know 
· India and Indians could never say ·so •• We all know that at every 
marriage in poorer classes it is a necessity· to have a few silver 
ornaments. They are not rich enough to buy gold ornaments. 
This oustem of sil,'er o.naments is since centuries. You cannot 
stop the custom under any circumstances. Such an- article of 
daily requirement with()ut which marriages would not take place, 
could never be called a luxury. Duty on silver is a direct tax on 
savings of the masses. It is argued that the duty helps the 
masses to dispose oil' their /lilver at higher price. This is an illu
sion. From where comes the higher price' One Indian will sell 
and another Indian will buy. You could not get higher price 
from outsiders. We complained that the value of savings has 
fallen heavily. and something should be done t() 're-establislt. its 

· value. The Government said: .. All right' We impose an import 
· duty to raise the value '" Gentlemen, you can understand the way 
in which C)1!-r Government took disadvantage of our request. 
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Silver is II metal indestructible. There have been many occa
sions when India exported silver to other countries. There IS a 
large amount of silver in India. Time may again come when 
Indian silver may be required for other countries. But owing to 
the heavy import duty our silver can never be exported. India 
is made a sink for silver. 

Further I will tell you how the other countries of the world 
say about this duty. They say that 75 per cent of the world gold 
output is produced within British Empire. On the other hand 
75 per cent of the world silver output is produced outside the 
British Empire. As such import duty on silver is imposed on the 
principle of Imperial Preference. 

Let us review the silver sales already made and also what 
the prospects are for future. Till now Governmnt of India have 
sold 90 (ninety) million ounces Gf silver. About rupees twenty-six 
crores in coins when melted would give us 90 million ounces of 

,silver. Government will have realised out of the sales about 
R~. 12 -erores. The other 14 crore~ is a loss or deficiency in Reserve 
being difference between coin value and bullion valu~ of silver. 
This deficiency of 14 crores in Reserve have mainly been met by 
deflations. The cash proceeds of 12 crores realised out Of these 
sales should have been used in acquiring gold. Has that been 
done! No. Gold is not acquired and ,silver is sold off. 

As regards future, according to the latest Paper Currency 
Return the reserve of rupee cDins is about Rs. 117 crores and 

,silver bullion about Rs. 6, crores making a total of 123 crores. 
Keeping 33 ~rores for our Currency requirements there seems an 
exces~ of 90 crores. 

90 crores when melted and refined .would give us. about 300 
million ounces silver. If sold at the present price of 13d. it would 
give us about £16 milliolls or Rs. 22 crores. Gentlemen, then 'it 
comes to this that if 90 crores be melted and sold it would give 
us 22 crores lea,oing a deficit of 68 crores in Reserve. Please ima
gine carefully what this means. Now how the deficit of 68 crores 
in Reserve is to be met. 

. I will explain in short the working of the Paper Currency 
Department so th~t it can be grasped what this means. 

There is in circulation with the public, notes, exactly to the 
extent there are rescryes in the Paper Currency Department. If 
we go to the Currency Office and give a thousand rupee~ and ask 



for notes, they will giv~ us those notes as issued 1resh and against 
issue ,of thos~ notes they will keep Rs. 1,000 received from us in 
cash as reserve. On the other hand when we go' to the Currency 
pffice and tender notes for 1,000 rupees and ask for rupee coins 
they will give us 1,000 ,rupees in coins and they will cancel the 
notes, received by them from us. In short the Paper Currency 
Department is not to hold any notes in reserve. They should 
cancel the notes as ,soon as received against rupee coins given out. 

I will now turn and say how the Government of India ope· 
rates the Paper Currency Act as regards silver sales. Suppose 
they 'melt 1,000 rupees 'and refine. It would give them about 880 
tolas of silver. In the reserve, they would maintain: the figure of 
1,000 rupees under "Silver Bullion" although silver is 880 tolas. 
The notes outstanding, against those 1,000 rupees \'ore in circulation. 
Then they sell silver bullion 880 tolas and realise 240 rupees with 
which they should buy gold and put in reserve.' But what about 
the balance of 760 rupees notes in circulation which remain with· 
out reserve' To meet this they sell off securities worth 760 rupees 
and amount' of 760 thus received 'in notes is cancelled which is a 
deflation. ' ' 

Now if Rs. 90 crores are going to be melted, refined and 
sold~ how and in what form the Government desire t~ meet the 
deficiency in reserve which woul<l be Rs. 68 crores. There are securi· 
ties at present worth ouly Rs. 10 crores. Does it mean that'they will 
starve India for Currency f This House will oertainly appreciate 
the views of the Hon. the Finance Member if he will enlighten us, 
as how his plans are for meeting this huge deficiency of Rs. 68 
crores in reserve. 

It is argued that silver is sold to acquire gold for establishing 
Reserve Bank. Let us consider. The amount realised from silver 
sales till now has not been utilised for acquiring gold. Secondly 
amount of rupees 22 crores that is likely to be realised from the 
so·called excess silver sales is very small to help the form:ation of 
a Reserve Bank. Further it would take many years before these 
Rs. 22 crores could be realis'lli and India should not wait for the 
establishment of a Reserve Bank till' all the silver coins are melted, 
l'etlned and sold. 

One more point. It is a criminal offence for the public to melt 
a' 'rupee eoin;' Nowhere in the Paper Currency Act the Govern
ment of India are emp'owe1'6d to melt silver coins and to my mind 
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in melting silver rupees the Government of India are violating the 
Act themselves. 

I will now turn to other aspects of the situation. It is admit
ted by all that the dra~tic fall in the price of silver is one of th~ 
chief causes of the present world trade depression. The resolution 
on which I am speaking says that unless steps are taken to improve 
the position of silver as a precious, nl,etal in the world there can 
be no lasting revival of normality of economic conditions in the 
world. 

The resolution further recommends a few steps as to how to 
secure the desired result. Steps number one, two and three I will 
take together. We know that the Hoo. the Finance Member pub
licly in his speech last year declared his readiness and willingness 
to co-operate with world silver producers for the regulation of 
production and sllle of silver. Beyond that nothing is publicly 
known. We do not know what steps were taken by the Hon. the 
Finance Member to put his desire of co-operation into operation. 
Last July when I was in New York I had come to know that there 
is a movement about the co-operation of main silver 'distributors 
with the Indian Government. Then, in August, I, came to London 
and I heard the same reports. Then our Finance Member went to 
Englanu and instead of arrangement being completed, it was 
repoo-ted .. Broken." 

Sir George Schu~tcr holds the view that the public generally 
get the correct news and therefore much informatioll should not 
be kept secret. This House will thank Sir George Schuster if he 
will enlighten us about the co-operation movement such as whe· 
ther steps were taken by the Hon." the Finance Member beyond 
the open indirect invitation! If taken, what steps were taken and 
how far the negotiations had reached and finally what was the 
result! If broken, on what ground Y Sir, this information will 
clear a great deal of mystery. 

The first three steps suggeste/in the resolution are of inter. 
national character and as such are beyond the control of the Gov
ernment of India. As regards the fourth step suggested' in our 
resolution, it is a practical step. It says that the Government of 
India should decide the silver policy in consultation with a commit
tee nominated from the elected members of the Assembly and 
representatives of this Federation and until that is 'done the Gov
ernment oJ' India should not sell any silver. 



· ( 143 ) 

Sir, silver policy is very ·imp~rtant to India. 

Gentlemen, . since after 1926 when the Indian 'Governm1lnt. 
began to sell silver, they have come out as advisors to the masses 
saying that silver is a commodity and is not suitable as a store of 
value. They also, say that they are selling silver in order to 
acquire gold. Weare on gold exchange standard since 1893 and 
what the Government has to say as to why they bought silver 
about the year 1920 at a Dollar an ounce even though we were 
on gold exchange standard at that time. Gentlemen, at that time 
Government of India did not acquire gold for India and choked, 
India with silver. There was no necessity to buy silver at that 
high rate if gold was acquired and supplied to India. At that 
time India was not allowed to se~ure her rightful quota of gold 
in spite of her favourable trade balances. And now to tell the 
people of India who are attached to silver from' time immemorial· 
that silver is only a commodity, is nothing but a breach of confi
dence. It is the duty of the Government to keep up the ,status of 
silver as a precious metal in the interests of India. At least they 
should not have followed the example of other Governments who. 
discarded silver and began to sell. Indian situation is quite pecu
liar and different as regards silver and requires special attention 
and consideration. No other nation which has discarded silver, 
ho.!ds so muoh silver as' the Indian nation. No other nation whioh 
has discarded silver, is attached traditionally so much to silver 
e.s the Indian nation. No other Government which .has discarded 
lilver, have imposed such a heavy import duty as the Indian 
Government. Owing to such special circumstances a very careful 
consideration ~hould be given bef~re embarking on a policy. 

Last year this Federation asked the Government of India to 
atop sales of silver. As usllal tne Government disregarded our 
8uggestion, sold silver and depressed prices. 

I will read here a cable of Reuters from' Shanghai dated 30th 
Mar<!h, i.e., last week-which reads as follo\\'8:-

"It is reported from Hongkong that the Government of India 
are making large private ,sales of silver in London market." 

This shows that the Government is still a seller even at the 
present low price of 13d. 

This year "the Federation clearly expresses in its resolutiOll 
that the Silver Pol\cy of the Government of India should be 
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decided in consultation with a Committee nominated from th<t 
elected members of thc Assembly· and rcpresel).tatives of thi. 
Federation. , 

Consideration of Silver Policy will include all points such as 

(1) Whether to sell silver or notf 

(2) If to sell, how, when and 'where to sell f 

(3) Why the import duty should not be abolished Y 
and all other points which are very important and which should 
be fully discussed and finally decided. 

Finally as is known to all we are on the eve o.f important 
constitutional challges and at this juncture the Government of 
'India will not disregard the suggestion of the 'most important 
comm;ercial body of India. 

Mr. Mangaldas Motilal Sheth (Bombay Shroff Association, 
Bombay): Mr. President and brother delegates, I have great plea
sure in seconding the resolution on silver, but the mover of the 
resolution has ably covered almost the whole ground of this thorny 
problem leaving for me little to add. However, with your kind 

,permission, I will say a rew words. 

The problem of Silver has assumed world-wide prominence 
since the adoption by the Government of India of the policy of 
selling silver, which has depressed prices unprecedentedly. The 
abnormal fall in the price of silver has reacted on all the markets 
of the world, resulting in the complete demoralisation of trades 
dtiring the last two. or three years. How acute is the fall in the 
price o.f silver can be .seen by a glance at the pries of the last 
four years, i.e., from 1927 to 1931. In 1927 the price stood at 30 
pence and now it has come down to the ridiculously low level of 
13 pence. The problem of Silver is of paramount importanc.e to 
India for reasons more than one. Silver is both a standard and 
store of value. Tpe Indian people by habit and custom invest 
their savings in silver. The value of hoardings, though difficult 
to estimate precisely, is roughly computed at Rs. 400 crores. The 
far-reaching effects of the depreciation of the value of these hold
ings on the purchasing capacity of the people have told adversely 
on all commodity prices, resulting in the present depression. 
Furtber, the sharp fall in the price of silver has shaken the confI
dence of the 'll1asses in the intrinsic value· of the rupee which 
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accounts for the heavy infiux of rupee coins in the treasury during 
the last four years. The sale ,of silver was recommended -by the 
Bilton Young Currency Commission, with a clear ru.derstanding 
te acquire gold to establi.b a gold bullion standard, but I submit 
that the object with which this recommendation was made by the 
Commission has been frustrated, fgr the proceeds of the sale, 
instead of heing invested in gold or gold securities are frittered 
away in maintaining an artificial rata of exchange of Is. 6d. The 
Government attribut, this abnormal fall in th. price of silv1lr not
mainly to their programme of silver sales but tit over-production. 
How fallacious is the plea of Government can be seen if we look 
to production figures of the last two years. In the year 1929 the 
production was 263 million ounces, while in 1930 the same was 
240 million ounces, which is a decline of about 10 per cent. Fur
ther it is almost likely that owing to the present low level of prices 
the production for 1931 is not likely to exceed 180 million ounces. 
Thus though the pt;Oduction has begun to decline, we still see the 
Btrange phenomenon of the price of silver going down out of all 
proportion. This can be only accounted for by the policy of 
Government in selling silver at any time and at any price. As 
pointed out by the previous speaker, even the London bullion 
brokers clearly express the view that the decline in silver is mainly 
due to the policy of Government of selling silver. Further, the 
impositi()n of a duty of 4 annas per ounce in March 1930, and an 
additional duty of 2 annas per ounce recently has made the inte!'
nal price artificiaL Even with such a protected market Govern
ment are selling SI1ver in foreign, countries, thereby losing in the 
form; of freight and other charges. 

In view of all these eireumstances the best remedy to avert 
a fall in silver is that Government shonld cease the sales of silver. 
This will react favourably on the price of silver and consequently 
favourably affect the economic condition of India, China and the 
world. With the restoration of faith in the stability of silver pri. 
ees and the improvement of the economic condition of the people 
of this country, the process of allllual absorption of the rupee, 
roughly at the rate of 10 erores, will revive and within a period 
of 10 to 12 years the whole reserve will be di<;posed of. 

I therefore hope the Governmellt will cousnlt the parties for 
the solution of this problem as melltioned in the last paragrapb 
of the resolutioll and decide their silver policy. This is a very 
mild suggestion which the Government will be plea<>ed to aeeept. 
With th~ words I second the resolution which is placed for your 
acceptan;)e. _ ~ 

10 
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. The Honourable Sir George Schuster: Sir, looking at the 
clock, I will endeavour to be very brief. I find it a little difficult 
to know e:.;actly what ¥Oints to take up for reply. Both the speak
ers have covered rather a wide field, and I think perhaps they 
may be open to a charge of having dealt with points which were 
not exactly covered by the resolution. As I understsnd it, Sir, 
there are two main points, to which attention i.~ wished to be 
called, in the resolution. The first is that the Government of India. 
should do what they can to co-operate with other silver interests 
in the world, to take ,steps for improving the 'price of silver either 
by co-operating in some scheme for bringing the price of silver 
into relation with the price of gold or in some other manner. And 
the other point is one which is mentioned as an addition to the 
resolution that the Government of India should decide their silver 
policy in consultation with a committee to be nominated by the 
elected members of the Assembly and representatives of this 
Federation; and that until this is done the Government of India 
should not sell any silver. Now, th~ second part of the resolution 
is a simple and concrete matter, the other raises very complex 
questions. I am afraid that as regards the simple and concrete 
matter, the suggestion that we should appoint a committee, and 
that we should decide our silver policy in consultation with that 
committee, I must say outright that I do not think any Govern
ment really could accept such a suggestion. The selling of silver 
st.ocks, I am sure my Honourable friend who moved this resolu
tion with his knowledge of the silver market would confirm, ia a 
matter which requires very great discretion and very great sec
recy; and I think it would be quit.e impossible for any Govern
ment,_ncl here I may feel that I am protecting the interests of 
my Indian successor,-to agree to co·operate with 
an . unofficial committee in a matter of executive 
policy of thi.s kind. I would further put to thia meeting 
that, although they may disagree with our action in seIling 811v'er 
at all, we really have handled our silver sales extremely well. I 
am sure my Honourable friend who moved this resolution will 
confirm that we hav.e handled our sales with di.scretion and that 
we have never come in on a weak market. We have always taken 
the opportunity when there was a temporary strength to dispose 
of sHv.er, and took that opportunity of selling, and I can certainly 
testify from my own' experience that there has been no. occasion 
tn our silver policy where the immediate period after we have 
copcluded the sales has been a period of weakne.s. We have 
always been able to select a period which has proved to be the 
beginning of a period of a slight strength, and I could prove if I 
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were to disclose facts that We ~eally have been clever in our silver 
operations. But that does not affect the main question as to' 
whether we sbould sell silver at all; and on that I thlnk I am enti. 
tIed to assume that, opinion in India has somewhat changed in the 
last lZ OIl' 18 months. I feel somehow myself that when I get Ul1 
to speak on thi. subject I am not met by that ab'solutely uniform, 
hostility with which I' used to find myself opposed. t think th~re' 
are some members of the' commercial comlI(unity who' recognise' 
that the Government of India in the interests of India must 
to buy back again at to·day's 'prices the silver that we have sold 
consider the disposal of India's silver stock.s. After all we tried· 
in the past four years, we should make 8 very handsome profit 
indeed for the Indian taxpayer. Coming now to the second point, 
the question of co.operation with other silver interests for 
imProving the price of silver, here I may say that I am entirely' 
in agreement with the resolution. 'If we could find a ineans of 
co.operation we would undoubtedly take it, and that I have myself 
/ltated publicly on two occasions. I cannot disclose to this meeting 
exactly wbat passed between us and American interests in this 
matter; but I gave a pretty good idea of what had happened ill 
my Budget speech this year. and I then' made it clear that the 
American interests had shown no disposal to go further than the 
scheme which had been discussed publicly in the press, which 
really'ineant this that the Government of IndIa should hold out 
of the market altogether until the price of silver got to about 50 
cents an ounce which is something like 24 pence an ounce. Until 
the price improved to that figure the Government of India should 
keep oot and leave the market free to the American producers. I 
think that everyone will agree with me that for the Governmen\ 
of India to have acceded to a self.denying ordinance and to an 
one-sided arrangement of that kind, would have been to neglect 
the trust which we hold for the people. We are really in the 
position of any producer of silver. I maintain and I always have 
maintained that our position is no different from that of the 
owners of a silver mine: We have a certain definite quantity of 
silver to seU just as the owners of a silver mine hav& 
a . certain definite quantity of silver to sell; and I have 
never be~n able to understand why the holders of silVer 
which is already produced and available for sale should have lesa 
ClOnsid~ration and less opportunity to dispose of their stocks than· 
those who own mines which may in the future produee silver. In 
that vit>'w r should have thought that If anybody can reasonably 
be asked to' restrict his prOOilction, or rather restrict his sales, i~ 

is -the. mlln w:ho :is. producing' n.ew silver rathe.r .. th~ .. thll l!)!bli! 
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8uth<>rity who owns silver which is already in existence. 
Now the figures of silver production are interesting' figures, and 
I'think they should be studied before the charge is made that 
the Government of India is solely responsible for the slump in 
price of silver. As a matter of fact 'the actual new production 
of silver which had fallen' to 175 million ounces in 1921 ro.se 1:(, 

261 million ounces in 1929. That is an increase of something 
like 90 million ounces of new production. The Mexican produc
tion alone rose from 64 to 108 million ounces. That was a period 
of increasing production and that was also a period when 
a great many other governments besides the Government 
of India were putting silver from old coin on to the market. The 
Government of India was only one .factor in the situation and 
whether we had sold ,silver or 'not the fact thllt we were in pos
s'ession of this surplus stock would, as the mover of the resolu
iion himself has admitted, have acted like a damper on the market 
and could always have been referred to as an important factor 
in the situation. I quite agree that India has been an important 
factor in the situation, but why India should be selected alone 
from all those sources of supply which have gone to. make the 
over supply on the market I have always' failed to see. Now, 
While production, of new silver was going up between 1921 and 
1929, from 175 million oz. to 261 milliou oz· the other supplies were 
IIlso increasing; and actually taking those two years including new 
production and other supplies, according to my figures, there 
was about 200 million ounces available for sale in 1921, which 
rQse to 319 million ounces available in 1929. That is' an increase 
of nearly 60 per cent'. Out of that extra 119 million ounces the 
Government of India has only contributed on an average less than 
30 million Ilunces a year. Therefore I say it is completely mis
leading, to point to us as the sole factors in the situation. 

That is all I need say on the subject. I am afraid as regards 
co;operatioll with other intcrests I cannot say anything practical. 
All I can sny is that we are ready to takp. advantage of any oppor
tunity that. occurs and that we are doing all that 'we can onr
selves to ereate the opportunity. I cannot say more than. that. 
The position is a difficult one; it depends entirely if I may pilt 
it on wh~theI' the American producing interests are willing to 
take a reasonable view of the situation or not. The whole qUell
ton of silver and the possibility of giving silver a suitable valu'e 
in relation to gold ,raises such complicated issues that I am sure 
no one would wish me to cnter upon that at this time. ~ (Cheers). 
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Mr. Chunilal B. Mehta: Sir, I will reply vety briefly. The 
policy of selling silver is not' 6 new one. . I am sorry the Finance 
Member does not agree to a conference as' suggested in the reso
lutioD. It hM been laid down by the Hilton Young CommissioD 
and the whole world knows that silver is to be sold; and the 
.Hon 'ble Member bas admitted that the huge amount of silver 
holdings by. the Government has acted as a damper and, very 
adversely affects the silver market. 

As regards the credit for selling silver at very high prices 
and saying that the Hon'ble ~ember could buy all the silver he 
needs at present at low rates, I do' not agree. If the Indian Gov
ernment Ilomes out to buy I am certain he' could not buy back even 
at 25,d. . 

As regards production, from, 1921 onwards it was a period 
when productiOi1 certainly ·increased and that, was because prices 
were high, Government of India themselves bought at dollar an 
ounce. However production of other metals during thiS period 
increased more in proportio.n to silver. The Finance Member 
8ays that the Government of India is not the only factor. But 
I'esponsible British o.pinion clearly says that the policy of the 
Government of India is the main factor and hiS con,tentio.n there
fore cannot stand. 

As regards selling 30 million ouniles a year, I would' suggest 
this: the Government should tell the world "We are going to 
sell 30 millio.n ounces a year and will within, say, ten or f\.fteen 
years." Let the wo.rld know what you are doing. Otherwise it 
will not help anyone, either the Government of India or the world 
at large. If you deeide your policy your silver will be taken up 
Ilt much higher prices than you are getting at present. I there
fo.re think a policy is required. and I would urge that my resolu
tion should be accepted. 

The resolutio.n was put to vote and adopted. 

The Chairman: I may say a few wo.rds in reply to what Sir 
George Schuster has said about our co-operation in connection 
with retrenchment. Sir Purshotamdas Thakurdas has already 
expressed his personal views. 'At thiS stage I can only say this: 
that if tho Government would address the Federation in this 
matter we will consider very carefully the question of givin.r our 
whole-hearted eo.operation. But I can say this mueh as to how 
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the mind . .of the. members .of. the FederatiQn may be .wQrkinlJ in 
. this directiQn. There can b~ nQ deubt that nQ .one can be mQre 
.anxi.ous than .ourselves t.o give .our cQ-Gperati.on tQ any acti.on 
'Which might be calculated tQ reduce the administrative C.osts; 
but I shQuld like t.o make it clear that if we .offer .our c.o-Qpera.
·tiQn, it will be .on .cur c.onditiQn; we are n.ot satisfied with apply
·ing a pruning knife here and there. What we want t.o apply is 
nGt a knife bnt an axe; 'and if we can be assured that we WQuld 
be able t.o apply an axe t.o the administrative expenses, then I 
.have n.ot the least dQubt that we WQuld .only be tQG pleased tQ' 
give .our c.o-.operati.on. We have expressed .our views in that 
directi.on .off and .on. SQ far as the military expenditure is CQn
eerned we are already c.ommitted to very very substantial reduc
ti.ons. Many (If us feel as tQ why it is neccessary f.or us to spend 
such a huge sum as 55 cr.ores when .our neighbQurs d.o nQt spend 
one-tenth .or even .one-fifteenth .of what we are spending. Our 
President in his speech yesterday remarked abQut the emQlu.- . 
ments .of the services. They were increased under the ~e CQm
missiQn recGmmendati.ons; and since then the level .of prices has 
IlQme dQwn tQ such an extent that it is .only just tG India that 
thQse agreements sh.ould be revised. I just want tQ tell all these 
things in .order t.o tell Sir GeQrge h.oW .our mind has been mQving 
In such matters; and if he thinks that we eQuld be .of real service, 
we will .only be tQG glad to give .our cQ-QperatiQn; but as I have 
said .on .one cQnditiQn; we dQ nQt want t.o apply a small pruning 
knife, and cut a few lakhs here and there. Weare nQt satisfied 
with that and therefQre I say that if he wants .our e.o-QperatiQn 
as he says he means business and is seri.ous-if he really means. 
business-we alsQ mean business and we are abs.olutely prepared 
tQ give .our co-QperatiQn .on .our cQndi tiQns. 

I shQuld like tQ extend .our hearty thanks tQ him fQr giving 
Us the benefit .of his presence and I h.ope he will cQntinue tQ take 
the same interest' in .our deliberatiQns in future. (Cheers). 

The H.on 'ble Sir GeQrge Schuster left the HQuse. 

The Chairman then ann.ounced that the electiQns WQuld take 
place and thQse whG were nQt present WQuld receive the ball.ot 
papers and depGSit them in the bQX bef.ore 1 p.m. He alsQ sug
gested that the' res.olutiQns .on the agenda paper shQuld be dis
PQsed· .of befQre the meeting adjQurned that day: and the· next 
day resQlutiQns nQt .on the agenda W.ould be taken up. 
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The 'Chairman next announced that Mr. Walchand"Hirachaiid 
'ha4 withdrawn his candidature for the presidentship-'and ihat 
being 80 he declared that Mr. JaDial, Mahome'd S'ahih had been 
elected President unanimously. 

A\ this stage Mr. Fakirjee Cowasjee wanted to explain, his 
present position re: nomination from Sind. 

Mr. Fakirjee Co.wasjee: I want. to satisfy memhers 

The Chairman: We are all satisfied. (Several members: We 
Bre all satisfied). 

Mr. Fl\kirjee at this stage resumed his seat. 

Mr. Srikrishnadas Lulla: I axq very glad to hear from Mr. 
Fakirjee that he represents Bombay and London as well, but I 
Inlll't say that he haS not been taking interest in Karachi, because 
he represents ,other interests. We would certainly like to see 
Karachi represented. . . 

The Chairman: Gentlemen, there is one other point on wnich 
1 should like to have your advice. I do not know whether there 
are many such members who represent more than one constitu
ency. Supposing one delegate represents more than one consti~ 

tuency, do you think he should be entitled to more than one 
'yote' I think democracy demands that he should have only one 
yote. 

A. deleg~te: Then the other constituency will go unrepre
!Il!ntedf 

The Chairman: We can't help for it. I do not think that It 
would he fair that one member should represent more than one 
constituency. 

'{'he Hoilse agreed with the decfsion of the Chairman that 
one member should vote for only one constituency. 

, The Chair~n: One more point I would like you to keep in mind. 
Mr. Meera Rowther was a delegate from Southern India Chamber. 
nut we have received a telegram from his constituency that he 
is not going to represent them here. Therefore, he has been re
(llaced by Mr. Vidya Sagar Pandya. Therefore, Mr. Meera 
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, Rowther is no longer a candidate, and he cannot be a candidate 
for the membership of the Committee, because he has been replac
ed by Mr. Vidya Sagar Pandya.' 

Mr. Vidya Sagar Pandya: I am not anxious to be on the 
Committee. 

The Chairman: I say you are a delegate, while Mr. Meera 
Rowther is no longer a delegate, and therefore he cannot be a 
candidate. 

Seth Walchand Hirachand; That means there are only 31 
members now instead of 32' 

The ,9hairman: Yes. 

Gentlemen, you are not to vote for Mr. Jamal Mahomed 
Sahib, because he has been elected President. 

At this stage the voting paper,s were being distributed and 
the election of the Executive Committee proceeded. 

The Chairman: I hope every delegate has received his voting 
paper. If any gentleman has not received his voting paper, he 
has to inform me. Those who have received their voting papers 
must give them back. I WQ,ull like them to return the papers 
so that we can seal the box. 

The ballot papers were then taken and placed in sealed box. 

The Chairman: Order, 'order. Now, gentlemen, we will now 
\"esume the debate on Resolution on Industries, and I would call 
upon Mr. ~: S. Mahomed to support the resolution. 

Mr. H. S. Mahomed (Indian Match Manufacturers' Associa
tion, Bombay): Mr. President and Gentlemen, in the year 1927-28 
the Indian demand for matches was equal to its production, as 
was estimated by the Tariff Board. A warning was given by the 
Tariff Board to the Swedish Match Company not to try to strug
gle out the indigenous concerns, as .they had done in other coun
tries by making use of their vast resources. In spite of this, 
however, the Swedish Match Company has expanded the capa
city of its four factories which it had at the time and has now' 
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,aeviln additional factories. - Sir, you will see that when the supply, 
i.g ao 'much more than the demand, the additional goods are 
dumped o~ the market,-and the Government say that they are 
watching the market; but surely, this over-production could not 
have been made in a. day. Ever since the inquiries of the Tariff 
Board, the Swedish Match' Company has been ipcreasing' its out
put simply for the purpose of dumping it upon the Indian market. 
During the war Japan had captured the Indian. market. In order 
'to regain it, 'the Swedish Match Company sold matches here for 
which they got the net sale return of Rs.' 0-6-6" gros~-a price 
ridiculously low and never heard of in the history of the match 
trade. When the Japanese people could not hold out, the Swe. 
dish Match Company bought their factories at scrape rates and 
closed ~hem down. ' 

In paragraph 115 of their Report the Tariff Board has pointed 
out that it is the aim of the Swedish Match Company to import 
matches from Sweden rather thm manufacture them here. The 
Tariff Board held that India. was able to m'ake its own matches 
economically and of equally good quality a.~ compated with the 
Swedish matches. Just as they did in Japan, they have employed 
\tartous stratagems in 24 different countries of the wodd. Sir, 
I have with me materials to show how they have obtained control 
in Belgium, Germany, America, Greece, Italy,' Czechoslovakia, 
Jugoslavia, Australia, Canada, etc., etc., and how they obtained 
80 per cent of the world's match production. It is now the turn 
of India. I have already shown you how they have augmented 
their production. Beside~ this they have reduced prices by 40 
per cent. Only one of their eleven factories paid out Rs. 2. lakhs 
as refund for the recent drastic cut in their rates for the unsold 
stocks carrying higher rates lying ,with their constituents. They 
allow in some places a deferred rebate of Rs. 3 per case to eon· 
stituents who do not buy the goods of others. This precludes 
the indigenous ~ufacturers from selling their goods. They 
allow in Calcutta credit from 3 to 6 months. They bind down 
principal'dealers by making a syndicate of dealers in big centres 
and allowing special tel'ms to. them. 

When so much has been made of the vested interests of the 
Swedish Match Company by the Tariff Board, I am sony to say 
that when our ve~ted interests are at stake, the Government is 
so slack. The Swedish Match Company wishes that the Indian 
factories should close down so that they can import matches from 
the Swedish factories, holding their Indian factories as a check 
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against Indians re-starting the industry. The protection' given 
to the indigenous match industry is thus being usurped by a 
foreign trust. And all this for what return' The Swedish Gov
ernment will not allow any foreigner, even a Britisher, to hold 
more than I-5th of the voting power in any Swedish joint-stock 
·company. The Swedish Match Company has issued A. shares for 
Swedish people having one v()te for each share, and B. shares for 
:foreigners ha~g 'one vote for every 1,000 shares. When the 
.swedish Match .Company m;ade an agreement with Messrs. Bryant 
and May, the British match 'manufacturers in 1927, all British 
'territory was ip.cluded except India. Is India then to be consi
'dered a common gro~d for exploitation by any rank foreigner! 
Government must· distinguish between Indian, British and foreign 

'interests and not allow such fO(l'eigners to exploit the country: 
our vested interests should be guarded and not those of the 
foreigners. If immediate steps are not taken, Indian manufac
.turers will not be able to hold on any longer, as prices have gone 
.much under manufacturing. costs. The j'actories will close down, 
and all the money put in by the Indians will be lost. 'Imagine, 
Sir, what a deterrent influence it will have ()n the future enter
prise of India.. So m.ucb unemployment will be augmented. 
Even a' backward country like China is now trying to bar out 
such exploitation of its country, but our Governm,ent is still going 
on with its red tape business. It i.s such lukewarm attitude of 
the Government that embitters the feelings of Indians more than 
anything else. I hope. the GO'4ernment will not be in. this case a 
day after the fair, as Mr. M. R. Jayakar says it has always 
been. 1 will now read a few passages from the Tariff Board's 
Report from which you .will see that they are self-contradictory 
and made out to please 'all c!oncerned. We read in para 29 of 
fueir Recommendations: 

"CoIlsiderable proVocation has been offered to Indian manufacturers by 

ill-considered actioDs on the part of' 80me of the company's officers, 

luch as the production and sale of inferior matches and the employ .. 

Ulent of questionable methods of advertisements and negotiation.J
" 

In pal'agr.aph 28 we get this: 

'.'We find that there is no gr~nnd for the complaint- that the Swedish 

M'ateh Company is engaged in unfair competition- with factories under 

Indian control, II' 



·,And in para 30, we find they say: 

"We have not found that the interelta ot ~h. lnd,ian induotry have been 
jeopardised by th·o a~tiviti~1 of the company or that up to the pre~nt 
the existence of these factoriea in India hal been preju«¥cial to the 
national interest." , 

You will thus see, gentlemen, what a handicap has been placed 
,In the way of Indian factories by this foreign syndicate. I there
: fore accord my support to the resolution and resume my seat. 

Mr. Nalini Ranjan Sarker (Bengal National Chamber of 
Commerce, Calcutta): Mr. President, our esteemed friend, Mr. 
Hoosseinbhoy Lalji has made some pointed reference to our atti

, l tude regarding the salt induStry. ' I crave your indulgence to 
make a statement to clear the position. 

The Chairman: Is it Bengal versus Bombay! (Laughter). 

Mr. Nalini Ranjan Sarker: I think it is not fair to Bengal 
. to say that she has no.t the interests of other industrial provinces 
at 'her heart. (Hear, hear). We have demonstrated our lIympathy 
with the demand for protection by other provinces in many 
'ways, for instance, in such matters as protection to the textile 
industry or iron and steel. Bengal has never protested against 
',the protection or the tari1L~, although thll main benefits passed 
'to other provinces. (Hear, hear). Bengal also supported' very 
strongly the Coastal Traffic Bill of Mr. Haji, though she quite 
realised that she did not stand to gain anything by this measure, 

. at lease immediately. (Laughter). Bengal, I may repeat, is not 
'opposed to the protection of national industries, but our view 
has been that Bengal being the largest consuming provirice may 
justly demand that her views and interests should be taken into 
account in framing a national economic policy. (Hear, hear). I 
am anxious, Sir, not to be misunderstood. I prefer to be exploit. 
ed by my own countrymen rather than by foreigners, (hear, 
hear), nor do I want that we should become q,strumenta in the 
bands of unjustly vested interests or of people who stand for the 
policy of divide and rule. We are always prepared to accord 
'our support to all measures for, promoting national industries: 
.but, on the other hand, we feel that we can reasonably demand, 
where more thsn one oourse is open to the Government to protect 
eny particular industry, that the method should be adopted which 
is least burdensome to the consuming provinces, particularly wht'n 
lueh protection nleaus a benefit I!'ainly to one provinee in the 
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first instance. In fact, this was the consideration on which my 
Chamber took its stand when it opposed the levy of salt duty, 
and suggested that the indigenous industry should be protected 
by the grant of a bounty. I would, the~efore, submit that a very 
wrong impression has been formed regarding the attitude of my 
Chamber. Taking into account ·the significant fact that the con
sumption of salt is confined to our one particular province only, 
the Bengal consumers were thoroughly justified on ground of 
national economy to insist that the responsibility of, supporting 
a natiooal industry should, instead of being fixed on a particular 
section of consumers, in excess of their capacity to bear it, 
rather ,devolve on the general body of tax.~ayers. I should ask 
you, Gentlemen, to consider the case in this light and see if the 
demands qf Bengal consumer!! were not justifiable even on the . 
score of equity. I need hardly remind you thai the question 
regarding the distribution of the duty was not in contemplation 
before the subject was referred to the 'Committee appointed by 

. the' Assembly. The proposal emerged out of the deliberations of 
this Conimittee and the principle of the distribution of the duty 
in the manner recommended by them is a frank acknowledge
Dlent of_the special claims of the consuming community in this 
particular instance. I am sorry Mr. Hooseinbhoy should have 
referred to our attitude in a spirit which is not at all justifiable, 
without trying he should have tried to understand our point of 
view. I WQuld, not have taken up your time to clear ()our PQsition 
here but unfortunately Mr. Hoossainbhoy's remarks left me no, 

o QptiQn. 

Mr. Hoo.seinbhoy A.. Lalljee: Sir, on a point Qf personal ex
planation. I am very .sQrry if I have given any cause of com
plaint to my friend Mr.' Sarker, but 1 never .said the wQrd that 
has been attributed to me. What I said was that I was surprised 
to see that the Bengal was not anxious to develop their Qwn salt 
industry at their. own coast. If they had supported the measure 
that was befQre the Assem.bly, I am sure they WQuid have now 
realised that by, giving that support they would have been at 
liberty to. manufacture their Qwn salt. And, above all, Sir, I 
never said that Bengal was in love with foreign salt. ' I am very 
much obliged to my friend for the assurance given and I really 
feel sorry, if he has taken any' of my remarks so much tOo heart. 
I think my remark that they also. ought to become industrialists 
has SQmewhat upset him. But, Sir, I never uttered those words 
that have been put into my mouth, in fact, I will admit Bengal is 
liS nationalist as any part Qf India. 
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Resolution re: Industries was put to vote and agreed to 
unanimously. 

The Chairman~ I ,would now ,call upon Mr. Ranchordas H. 
Gandhi to moveRe~olution No. 6 regarding Burma. 

BURMA 

Mr. Ranchordas H. Gandhi (nurma Indian Chamber of Com
merce, Rangoon); Mr. Chairman, I have the honour to move the 
following Resolution:-

"The Federation is of opinion that the question of the ~nsti
tutioual evolution of Burma should be left to the decision of the 
people of Burma. There U'e ample indications to show that respon
sible Burmese opinion is dissatisfied with the decision of the Round 
Table "onferen~e and the Secret&ry of State's statement in the 
Bouse of Commons on the 2~ January last to pursue sepa.ration 
without Dominion Status. The Federation considers ~hat the pro
posed Federation of Indian States and provincss har created a new 
position under which Burma can join with such federation with great 
advantage to herself. The Federation, therefore, urges that full and 
proper facilities should be provided for the people of Burma to 
express their free' and clear opinion on this matter otherwise 
~!ldered more difIIcult owing to repressive laws now in force .... 

Sir, this resolution is to a certain extpnt self-explanatory. 
M we all know, since the war and especially after the advellt 
of Mahatma Gandhi into Indian politics the, desire for, self-detel'~ 
mination is all the more keener and therefore' it is in the fitneSli 
of things that this Federation representing the great Indian aom. 
mercial community should leave the decision of the separation of 
Burma to the will and desire of the people of Burma. As we aU 
know, Burma was annexed to India perhaps against the will of 
the people of India, or perhaps the people of India had no'voioe 
in the matter, and as long ago as 1885 the Indian Natioonl CongreRII 
passed a rPsolution against its annexation. Then we know alsq 
that the late lampnted Mr. Gokbale used to cry in the Imperial 
Lpgislativl" Council-although his cry was a cry in the wilderne~, 
about the great burden of crores and crores of rupees that W811 
levied on the Indian tax-payers' on account of the expenses of 
Burma. Howl"ver, as 'the pr()vince of Burma beeame' a part of 
India, pl"Ople from various parts of India' began to' visit that 
province for business or other purposes just as people go to Delhi 
Yadras and Bom.bay. And the Indians have large stal.-es in thst 



( 1158' ')') 

country. ,Nevertheless they are in a Linority--numbering about 
10 lakhs. Now, Sir, as we want !~\,;f-determination' for ·our. 
2elves, we also wish that the Burmans should also have self-deter. 
mination for themselves. And '.t is with this view that the Indian 
oommunity x:e,siding in Burma has left the decision of this ques
tion entirely to the will and desire of the people of Burma and 
that feeling is very well eltpl'essed in the resolution that I am 
moving. I need not, therefore, Sir, \lwell on that aspect of the' 
case any more; but there is another thing also to be borne in 
mind. There are complaints from the people of, Burma, viz., the 
Budlihist Burmanswhose numb'er is more than about 130 lakhs. 
Their 'complaint -is that they haye not been consulted properly. 
I may tell the House that several opinions are being held in this 
matter. There is one section of the people in Burma which wants 
separation at any cost whether the people of Burma get Dominion 
Status or not. Then there is another party which is called the 
Pe6ple's Party which is in. favour of separation only if they get 
Dominion Status. They maintain that their number is sufficiently 
large to justify this request. At any rate, they do not want 
separation unless they are given a constitution which is in no way 
brlerior, to that of other provinces of India. Then there is the 
third party, whieh believes in, the homogeniety of Burma with 
India. They believe that the' Indian culture and the Burmese 
culture is one and the S81J;le and they say that it is the greatest 
and the l~rgest party in Burma. The name of this party is the 
General Council of Buddhist Association. They say it is to Burma 
what Congress is to India. I may tell you that sinel' the last 10 
years it has been'the most predominant political party in Burma. 
It did not take part hi the deliberations of the Simon Commission. 
It'did not t/lke part even in the Council elections. They have boy. 
catted ,the Legislative Council of Burma for the last so many 
years. 'rhe President of this Party. has wired to all the public 
Associations in Indi& saying to the effect that if they take part 
in the elections; they will be able to return the largest number of 
members': We find from the reports of the proceedings of the 
Round Table Conference,that even ·thePrime Minister had to 
acknowledge that there was a ·difference of opinion amongst the 
Burmans themselves notwithstanding the fact that the Sub-Commit. 
tee had l"ecommended the principle of the separation of Burma for 
the acceptance of the Round Table Conference. I may also draw 
your attention to one important fact. The Sub-Committee on Burma 
had not before tll~ni thE' scheme which was later on declared by 
ihe Prime Minister on tile Federation of Provinces and Native 
States.: Th'atscheme was not then ·evolved and ,therefore it was. 



\ not made publiC! and, the, Burma Sub·Committee did not kn~ 
anything about, this scheme at 1111. Later on when' the Burma 
L~gislntive Council discussed this point in Rangoon, even pcople 
who had stood for separation said that as a new,' situation was 
created they must take the, new Federal scheme into their consi. 
deration. U. Ba Pe who was one of the delegates to the Round 
Table Conferenc~ also said to the effect that he did not want 
anything which was less than Dominion, Status even' if, separa· 
tion was granted. But it appears they wanted to wait and see 
how far real autonomy would ~e given under this Fed~ral 
scheme, and then decide for themselves whether they should join 
in the Federation of future India or not. It was in this strain 
that the important associations of Burma wired'to the' Secretary 
of State for India, the Prime 'Minister and the Viceroy. 1lJl we 
all know, recently there was a debate in the Legialative 
Assembly and the views expressed there were unanim;ous, and I 
am glad that Mr. Arthur Moore, the r~presentative of' Europeans, 
also declared that as far as, the Europeans were concerned, they 
did not want to do anything which was against the wishes of the 
people of Burma. This principle was unanimously accepted by 
the Legislative Assembly and it was decided that a referendum 
under tie direct supen'ision of the Government of India should 
be taken of the views of the people of Burma. This Federation 
th~refore in accordance with the wishes expressed there and also 
in aecordance with the popular wishes of the Bur. 
mese, people and also in accordance with the 
wishes of those Burmans who recently visited India, 
has put forward this resolution for your acceptance. There are 
many difficulties and complications but I would not like to refe~ 
to any of them.' At least I should' tell you one thing for your 
consideration. The people of Burma belonging to all sections of 
political thought say that ouly one side of the case was repre
sented at the Round Table Conference. Whether these people 
who complain would have gone to participate in the Round Table 
Conference or not, I am not prepared to say, but in any ease there 
was only partial Tepresentation of Burma. So, in the, second 
Rllund Table Conference which is going to 'be held in London,I 
think it is but fair that they should be afforded an opportunity 
to be represented there. They have also wired to the Congress 
and other associations to this effect. Some efforts were also made 
to appNlachHis Excellency the Viceroy in this ,lWItter. .I do not 
know what has come of them. In any ease, I hope and trust that 
this Federation will b~ very much pleased that the people of 
Burma are given this opportunity; to fuid ~ut a, solu~~n o,f this 
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complicated question for the";selves and thus bring about a solu
tion by good-will and agreement so that there may be no dissatis,. 
faction. With these words, Sir, I beg to move the resolution for 
your acceptance. 

Mr. B. Das (B. and O. Chamher of Commerce) .:l.tr. Chair' 
, man, I have great pleasure in supporting the Resolutioll moved 

hy my friend Mr. R. H. Gandhi. The Burmese people along with 
the people of India want self-determination and they want 
Dominion Status. The Indian public have never accepted the 
Prime Minister's dictum that the ,separation. of Bnrma is a settle~ 
fact. So also the Indian merchants' through this Chamber have 
never accepted that doctrine that the separation' of Burma is a 
settled fact. The people ,of Burma kept themselves aloof from 
the Round Table Conference and they have not accepted that 

'doctrine and I am glad that Mr. Ranehordas Gandhi who ~epre
sents the Indian 'Chamber .of Commerce is willing to concede to 
the Burmes,e people the right of separation in case they require 
it. Those delegates from the Federation who are going to the 
Round Table Conference go there with an open mind, that is, they 
do not accept the separati()n of Burma as a settled fact. If thll 
people of Burma, not the Indians in Burma, but the Burmese 
desire separation let them ,have it by all :m.t.ans, but we, ~ho have 
lived and worked. together for many years, do not like that 
Burma should be made a colony and should be made the hunting 
ground of English merchants and English capitalists. We have 

, recently heard of.all the' riots that were started in Burma ag'linst 
the Indians. As far as I have been able t() judge, I know that 
some of the Uriya labourers and some of the Andhra labourers 
In Burma were murdered. But my firm conviction is that those 
riots were incited 'by vested' interests of the European merCan
tile community, or.it may be as some say the riots were i\lllpired 
by, the .Burmes~ Government and the recent enforcement of the 
repressive meaSljres that have been initiated so that Burmelie 
public <>pinion should not filter to India and should not filter to 
England, that also has been engineered by the European mercan
tile community and by the Burmese Government. However, on 
behalf of the Federation, I want to make this assurance to th!! 
public of Burma that Indians will not stand against the BurmesE' 
desire for separation. But the Indians would not like that Bur
ma. should be separated and turned into a Crown Colooy of lllng
land, but that Burma should attain the same Dominion StahJR 

. 
'·Sp .... h Ilot .oli •• led by the speu ••. 



t 161l 
, ...... 

and above all. we, all Asiatics; want eventually an .AJ!iatie Fede-
ration of all Asiatic nations. We would like that Burma should 
remain along~ide, with India as our equal partner and work up 
to that pigh ideal' of Asiatic nations and if the Burmese people, 
in time, decide to secede, as I learn they want the :right of 
secesion from India after the attainment of Dominion Status, it 
is their look out and not ours. 

The Chairman, I hope Mr. Maung Maung Ji will nc>t take a 
long time in'speaking on t~is motion. 

Mr. Maung lIlaung Ji~ Gentlemen, I desire to thank your 
Executive Committee for the invitation they have extended to 
me to speak on this qucstion. Fortunately for me my task has 
been rendered easy by the speeches, of my two previous 'friends 
arid I wish to impress on the minds of those who are iIi this august 
assembly the need to get your support and sympathy. I have 
had a ready and unaffccted sympat.hy wherever I had been and 
the Indian National Congress had' given every support to the, 
wishes and aspirations of my people as embodied in thee'Resolq

'tion passed by:the Congress. But qnfortunately the work of the 
British Government in Burma is to, separate Burma from India 
80 that the vested interests may exploit Burma to their hearts' 
content. You will have realised that according to some of' the 
politicians of the West the joining of India and Burma together 
is considered as, an historical accident.· In this connection, I 
should like to say that the British sovereignty in India is also 
an historical accident. In fact the Norman conquest of the Saxon 
Britain was also an historical accident. When these accidents 
seem to suit the British peo!>le, they bring out the same accidents 
in order to suit their game .. I do not want to touch much on the 
cultural and religious unity of the two, countries. Within the 
narrow space of time that i,s allotted to me, I will just enter upon 
the outskirts of the cultural affinity of the two countries. You 
hllve got sacred cities allover India. You ha .. e got the sacred 
rivers all over India; you have got at the same time the sacred 
mountains all over India and thev all are scattered all over this 
great country so that the cultur~l unity of India may be kept 
alive. In the lIame WilY, we who live across the Bay of Bengal 
look up to these sources of spiritual life as a Hindu in the South 
of India would look up to the sacred rh'er Ganges in the' Nortb. 
(Applause). In the ,SlIme way, we who live across the Bay look 
up to Bodh-Gaya, the place wbere the Lord Buddha attained his 
enlightenment a8 a source of spiritulil inspiration. Therefore, if 

11 
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the Government or those people ·who' have got vested interests in 
Bur~a say that there is no cultural affinity, that there is no reli. 
gious affinity with India, then I say that they are 'not quoting 
history in the light of truth. Sir, this Federation I am told is 
th'e richest assembly in India. It consists of ,men, merchants who 
probably if they put their resources together can buy up Burma 
anli addressing an assembly such as this, I should not appropriate 
much of your time in discoursing on the spiritual and cultural 
aspects but more time should be spent on the economic, aspect 
of the question. I will therefore put before you the incalculable 
benefits we--derive from the union of ' India and Burma. Burma's 
imports from India average somethiDg like 14 to 16 crores in 
value and the chief articles are gunny-bags, tobacco, twist and 
yarn, piece-goods, coal, etc. As against this Burma's exports to 
India average about 24 crores and rice which form about 46 per 
cent, the other important items of export being timber, and mine
ral oils. You will therefore see that there is mutual benefit for 
the two great countries. If Burma is separated, speaking from 
a selfish point of view, I think Burma will be the wO'rSe from the 
economic standpoint. If Burma is separated in the economic 
sphere, India, being 'a bigger country, can afford to raise her 
tariff walls against Burma and I am' afraid Burma will be the 
great sufferer. India can get rice from any other part and if 
India does not' choose to buy' from Burma, she can afford to do so 
and under the Federation scheme, I am sure you will have a very 
gigantic scheme of irrigation and the cultivation of indigenous 
rice will be introduced in other provinces and when the questioo 
of cultivating indigenous rice comes then probably our poor mar
ket-the Burmese rice market-will be absolutely ruined by the 
cultivation of paddy in this country. 

Now, you may take the question of gunny bags. We have no 
near market f<>r gunny bags. We will have therefore to go some
where else and in that case we shall have to pay more for the 
gunny bags, because of the great distance we have to. carry and 
therefore the price of rice will naturally go up and we will be 
the sufferers in that case too. With costly gunny bags, the export 
from Burma will have a hard time indeed against other centres 
like Saigon, Japan, etc., on this side' and under the five years 
Soviet programme in Russia cn the other side. If Burma and 
India are one, Burma would be a Member of the new Feder .. tion 
like any other major province of India and adjustments by tariff 
walls against, other outside countries would be all for the benefit 
of Burma. I feel that we_may derive greater benefits if we are 
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to ~be an autonomous partner of the Great Indian Federation: 1t 
WI~ Sir Harcourt Butler who admitted that the conn~ction, ",ith 
In jia is of great benent to the Burmese PeQple. NoW; ·we have 
go t to consider the question of capital: In this connection I· should 
likes to mention the advant~ge that we derive' 'from the capital 
invested by the Chettiar community. Para 799 of the Repo~t of 
the Burma Provincial Banking Enquiry -Committtee, Vol. 1, says, 
that the "Chettiars (South Indians) are justified in their claim 
that they have supplied the capital required to-develop Burma and 
that no other agency has yet appeafed that was able and willing 
to supply capital. as they have done." That is a factor which we 
must take into account. You will therefore realise that our con
nection witla. India will be a great b~nent to us also and, it will 
be a great benent to you also. I feel, as I talk to you, that my 
time is flying and I have therefore very littie time to speak to you 
about. the motive that lies hidden in the separation of Burma from 
India. The intention of the British Government in its attempt" to 
separate Burma is to keep ,Burma all to herself for· the purpose 
of exploitation. I know Great ~ritain is going to lose India. Why 
not keep Burm,a if she is going to l06e India so that she may benefit 
to the fullest ext~nt in her exploitation Y We have got one of the 
most important things in the world-oil_rid wherever there is oil, 
you find the British interests there. The British therefore do not 
desire that Burma should go out of their· hands, because Burma 
could be turned into a powerful naval and aerial base and thus 

. be an auxiliary port of Singapore base. It will become a great 
centre for the British to exploit us. Therefore every effort will 
be made to separate Burma and it wiH. be our endeavour at' the 
same time to do what little we can to keep the two countries 
together beea.use in the unity of these two great countries we 
shall have the salvation of the masses of both lands. I know our 
people al'e so poor as your people. I also know at the same time 
that millions and millions of <MIr people cannot even .get one meal 
a day and the poverty is still perpetuated because of the economic 
exploitation of our people by the British. All that I desire is that 
you will be so kind as to consider our ease so that our people may 
not be exposed to hellfire-if I may use a slang-:-and bloody 
exploitation of the British people.' 1 desire to thank you once 
again for tlle opportunity you have given me and I venture, above 
all, to make an appeal to you, not so much on the economic unity 
of the two countries, but on the spiritual unity of the two great 
countries. 

You haye giyen us Lord Buddha, one of the greatest men-the 
world ever has produced. 
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You have g"iven us spiritual freedom, and to-day you have 
got Mr. Gandhi who may be considered another prophet whJ is 
solving the problems of the world by love. Are Y'OU therefore 
going to desert Burma at this juncture and say that you are going 

_ to close the door of .the Federation against us t In the light of 
the work that you have done for us I ani sure you will not desert 
us at the time of trial. 

The resolution was .put to vote and was carried unanimously. 

RIGHTS OF BRITISH MERCAN'fILE COMMUNITY AND 
RESERVATIONS AND SAFEGUARDS 

The Chairman: There are two more resolutions on the agenda, 
resolutions ·nos. 7 and 8.· Resolution no. 7 was to be moved by 

- Sir Chunilal Mehta and seconded by myself. As you know, Sir 
Qhunilal Mehta has left and therefore with your approval I will 
move this resolution from the Chair. There has been some m;is
take in printing this resolution and an important portion has 
been omitted from it. After the word" enterprise" the· following 
portion should be inserted: 

"and· that the Federation puts its vie" on record that DO reservations or 
safeguard8 of any nature whatsoever will be aceeptable unlcH theY 
are proved to be in the interests ot India." 

That was a very important addition which was made in the 
committee and by mistake it was omitted in print. 

The full resolution now reads as follows: 

"The Federation of Indian Chambers of Commerce and Indus
try disapp,roves of clause 14 of the Report of the Sub-Committee 
No. S of 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 constitution of any other 
free country as in the opinion of the Federation any ;restriction 

.0J! the kind suggested would so fetter the future Government as 
to render it powerless to protect or promote indigenous' enter-

-prise and that the Federation puts its view on record that no 
.reservations . or safeguards of any nature whatsoever will be 
acceptable unless they are proved to be in the interests of India." 

. Mr. M. A. Master (Indian National Steamship Owners' Asso
ciation, B",~ha'y): Sir, I .,hould like to knQ\v at this stage what 
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i has been decided by the Executive Committee with' regard to the, 
resolution about the Round Table Conference. Am I. to take, it 
that this is the resolution which they have adopted o~ is there 
any other comprehensive 'resolution to follow' 

The Chairman: The position is th19. First of 'all, this'resolu
tion as it stands on the agenda was decided on. Then some mem
bers thought it necessary to add something about the political' 
aspect of the thing, and we thought that the addition which I 
have just now read out would be adequate. We deliberately 
avoided putting in any other resolution because we' thought that 
if we passedl any resllolution which would not tally with the re90lu
tion of the Congress it would appear as if we were in conflict 
with the Congress views. At the same time some thought that 
it would not be wise to identify tne Federation entirely -:with 
some Qf the Congress views because they'thought they could not 

, be accepted by the Indian mercantile community. Therefore we 
framed this re90lution which deals with two aspects; Qne is about 
the equality of trading rights with regard to which we disapprove 
of the resolution passed by !he Special Comn/ittee of the Round 
Table Conference; and the> othee is about the safeguards 'and 'reser
vlltions abQut 'which we say we ~annot accept them unless they 
are in the interests of India. We thought this resolution a.~ worded 
would meet the point of vie,v of the ~'ederation. I perso"ally 
think it is quite satisfactory but if' any other member thinks it 
necessary to move any other' constitutional or political resolution 
we will take it up afer the agenda is over, with, the consent of 
the House. I personally think this ought to be quite satisfactory. 
However,' I shoold like tQ know the viewa of the House'. 

Mr. M. A. Master: What I wanted to know was this. In the 
minutes of the Executive Committee meeting which was held on 
the 5th February it was stated tbat a constitutional resolution' 
abont the Round Table Conferenee "I'M to be framed. I want to 
know whether that is the resolution which has been read just 
now: 
r' . ..~~ 

" The ChairJDan: Yes, An important, portion. of the resolu!i~Ii 
was omitted in print which I have read just now. ' .. 

M~. M. A: Master: Then I submit 'thlltin view of the'import
ail~e of the resolution and the thinness of th?' House this matter 
may be deferred till to-morrow. 

The Chairm~l: I have no objeotion if that, is the de.u:e of 
the House. But is it ,the desi,re that there sho.uld be a debate 0" . .... . .... ~.,. '--' 
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this resOolution' If a debate is not wanted it is better that we 
should finish the business to-day; but if the -House wants a debate 
on this, we may postpone it till to-morrow. We have still a heavy 
agenda, and you will find that after these resolutions are finished 
there are. many domestic matters which require discussion. For 
instance, in conducting the busines; of the annual session I find 
that there is no guidance in the rules and regulations. Probably 
I may have to ma~e so~e suggc~tions to amend the rules and 
regulations in order that the future President may have adequate 
guidanee. There are a lot of other domestic things to be taken 
up which will take np the JiVhole of to-morrow. So if you think 
this resolution ought to be postponed I will accept your view. 
But I personally think that no debate is required and if the 
resolution meets with your approval we will pass it. 

Mr. M. A. Master: What I desire to submit is that many mem
bers wish to take part in this business and it- will be hardly fair 
to the absentee members to proceed with this resolution because 
it is a matter of very great importance. 

The Chairman: If those members have left surely it is their 
own- fault, They should not have .left when there was much a 
heavy agenda, and they were hardly fair to us when we are sit· 
ting so late to finish our work. - . 

The resolutiOon was then put before the House and carried 
unanimously. 

IMPROVEMENT IN THE CONDITIONS OF WORKERS 

The Chairman: Then there is another resolution no. 8. This 
was drafted by my friend Mr. Ambalal and Mr. D. P. Khaitan 
was to second it. But the mover is not here now and I will there
fore with your permission move it from the Chair. This again is 
a. non"controversial resolution. 

"While fully recognising that without adequate prGtection, 
patrGnage and co-operatiGn Gf the State to withstand cGmpetitiou 
frGm fGreign cGunt.ries it is nGt possible to bring in India condi
tions which will imprGve to a satisfactory standard the well-being 
Gf all workers, the FedlliratiGn calls upon its Member Bodies to 

'make strenuous efforts to bring about such improvements in 
wages, in hours of labour and conditions of work-agrlcuitural, 
industrial, commercial and others, as is JIOSsible under the exist.
ing unsatisfactory conditions in ,respect of pl"OoteCtiOoD, tariffs, and 
exchange and currency policy Oof the State." . 
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The resolution was carried. 

The Chairman: Now I will take such other matters on the 
agenda which we can finish to-day. We will take item' no. 5: 

. "Adoption of the Fourth Annual Report and the Statement 
of Accounts for the year ending 30th November, 1930." 

The Report has been circulated and if it is the desire of the 
House that the Annual Report and Statement of Accounts should 
bll adopted we will adopt them./ 

Mr. M. A. Master: Sir, I have to make one' observation. I 
wish tOo point out to the House that so far as the Report of t!:te 
International Labour Conference is concerned. 

The Chairman: I think I can .explain it on your behalf. I 
have your letter before me. . 

Mr. M. A. Ma~ter: I will not take more than a minute. Iwaa 
under the wrong impression up to now that it is not open to the 
adviser to make any report. My friend Mr. Fakirjee cleared the 
point. Mr. Fakirjee's report, I find from the proceedings,. is 
merely recorded. So far as my personal information goes it is 
a very valuable document, a' document ,which was sent over to 
the. International Shipping Federation and it would be quite. fair 
if the Executi~e Committee would extend the courtesy to Mr. 
Fakirjee of forwarding that report to Government just a8 the 
report of M~. Jadu Nath Roy was sent. ' 

The Chairman: I think the point which you raised in your 
letter. was whether it is the delegate alone who is entitled to sub
mit a report or whether the report should be a joint report, -that 
is, signed by the delegate as well as the advisers. I do not know 
what is the view of the House in this matter, but if you will allow 
me to express an opinion, personally I think that as the Fede'ra
tion selects not only the delegate but also the advisers, the report 
should be- a joint report signed by the delegate as well as the 
advisers. Thaf practice bas not unfortunately been observed in 
this matter. Mr .. Fakirj',e submitted a separate report and we 
had another report from· the delegate and the delegate gave the 
impression that the report Willi a joint one. It appears now that 
you were not a party to that report which WIIS submitted by Mr. 
Jadu Nath Roy. -

Mr .. M .. A. Master: '1 have said nothing about tile merits of 
the report. It WII~ Dot signed by me. 
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The Chairman: Then my impression is correct that you were 
not a party to that report. I want to know whether you identify 
yourself with that report or not. Since you. have not signed it, 
that means that you do not associate yourself with the report. 

Mr. M. A. Master: I wns never given an opportunity to sign 
that report. The report was submitted by the delpgate and I was 
given to understand that the practice was that it was open to the 
delegate only to submit a report and not to the advisers. 

The Chairman: What you have pointed out has been recorded, 
and I hope matters will be set right in the future. , 

Mr. D. P. Khaitan: I might state for Mr. Master's informa
tion ·that these reports are joint reports and nsually bear the 
signatures of the delegatc as well as the advisers. It is diffieult 
to understand why this particular report is not signed by the 
advisel"S. 

A Member: Including the European adviser, if any' 

The Chairman: They are not our representat.ives. So far a$ 
we are concerned we should hold responsible oniy to those whom' 
we select. . 

There is one. other observation which I desire to take about 
these delegates. I· have seen at times that when delegates come 
back from Geneva they give interviews to the press before '"they 
submit their report. to the Federation and what -they propose to 
submit to the Federation is given out to the press. Of course the 
Federation gave them no mandate to the contrary in the past, 
but I think it would. be only fair to the Federation if in future 
until they submit their report they resist the temptation of giving 
interviews to the press as regards the work they may have done 
a.t ·Geneva. That I think would only be fair to the Federation. 

Mr~ M_ A. Master: Are the othe~ items of tbe report open to 
discussion' I .know time is short but there is one more point to 
which I wish to draw the attention of the House: The Executive 
Committee have been receiving reports 0'; ~arious matters. It is 
quite natural but it is not possible f()r them to meet oftener than 

- 3 or 4 times a year. A letter was sent by the Indian National 
Steamship Owners' Association reque .• ting the Committee to adopt 
a procedure that when report. are received, copies may with the 
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permission o{ the President· be sent down-to the member bodies 
for their infol'lnation and for SUCA observations· as they may like 
to make. It would be very kind of you if you were to' enlighten 
me as to what the procedure the Committee is. likely to adopt 
whether th·e reports will only remain with the Executive Committee· 
till they meet and after the reperts have been disposed of by them 
copies will bj! forwarded to the member bodies. This)s & very 
important matter; after all we arl' business organisations and 
;pteresting reports. come to the Federation. 

The Secretary (Mr. Mulherkar): The letter referred to by 
Mr. Master was submitted to the committee two days back and 
the committel> decided that "such reports should be circulated 
immediately to the member-bodies, requesting them to submit 
opinions on the. reports. The President is authorised to take any 
action he may deem fit in the light .of those opinions expressed." 

Mr. Master: That is very satisfactory, Sir. 

Mr. Fakirjee Cowasjee: May I he permitted to clear one 
point? You have asked a p~rticular question why thi§ particular 
report was not- signed by the advisers and delegates. I was. left 
in the lurch by the delegate going out of Geneva the following 
morning the conference was over; he simply left his address as 
to where he was going and he gave me to understand that' hc 
would be in London for not more than two days; it was difficult. 
for me to :find where the dele!!:ate was put up; and I personally 
think that courtesy was due to the advisers from the ·delegate 
that he should have sent his-report to us first 
for signature or at least obtained our consent 
or what observations we would like to make. I waited 
for such a courtesy-for six months-and fu,ding that it was not 
coming I took the task upon myself'to frame a report in the light 
of the expl'rience I gained from the work done there; and I am 
sure that had it not been for the courtesy of the International 
Organisation, namely, the Federation of International Shipping,. 
the del~gation would' have heen left in the lurch. I may also h~ 
permitted to say, without any sort of hoast or pride, that when 
this report which was sent as a matter of reciproeity or courtesy_ 
to the International Shipping Federation in London, they wired 
for :fifteen c·opies morA: I do not know- why, but they must have 
found it very useful, or at least very interuting. 

The Chairman: I think now that all th!!se points have h ... n 
raised the best course would he in future when delegates are· seleeted, 
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that th~ Secretary should guide them by sending a gist of to-day's 
discussions, so that they may \qlep in mind the views exp~essed' 
by the House. 

:Mr. A. L. Ojha: In' view ot the remarks offered by you, Sir, 
about delegates in the matter of giving interviews to papers 
before sending in their reports, I would like to know as a matter 
of information, if it was the only time it happened, ~ecause I was 
a delegate last time and when I came to know about the resolution 
in this connection I wrote to the office here and what I was told 
was not quite clear. 

The Chairman: I had no one in my mind-but a vague impres
sion that some delegate had granted some interviews and we 
received the report long after the interview ,was' granted. I do not 
remember who it was and I am making this criticism, if you call 
it a criticism, in the most friendly spirit: not as a grievance at 
all. I. think it is only f&if to us that. we should know beforehand 
all about the work of our delegation instead of knowing it 
through the Press. May I take it that the Report and accounts 
are adopted' 

The Report and the Statemcnt of Accounts were declared 
adopted. 

AFFILIATION TO NON-INDIAN CENTRAL ORGANISATIONS 

The Chairman: Iwould suggest that item 7,be taken up: 

"To consider the advisability of putting restriction on the 
affiliation of' member-bodies of the Federation to other non-Indian 
Central Organisation." 

Views seem to be divided on this matter. I think the safest 
course would be to put restrictions, because in the present politi
cal 'atnms\>here we are naturally very suspicious. I think all this 
trouble, was about some gentlemen in London attending th9 
Federation of British Chambers of Commerce. I think it was 
Messrs. Udani and Banthiya who went on the nomination of the 
Gwalior Chamber of Commerce. Mr. Erulkar did not attend; but 
there was a row in London and this is all about that. 

Mr: Walchand Hirachand: It started with that, certainly, but 
since then the situation seems to be, there are some special inter
national organisations dealing with, special subjects and we have 
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here member-bodies who are interested only in those questions, e.g., 
Gum Manufacturers' Association and shipping and ma-tches, etc. ' 
There is, an international organisation' for shIpping .. Supposing. 
there is an association here -interested only in sbipping, are they 
entitled to affiliate themselves to that international organisation'! 

Mr. Master: The International Shipping Conference is per
haps the largest body in tne world representing shipowners.' in
terests; if this motion is accepted I think w:e should ha.ve to dis
sociate ourselves, from that organisation,-I mean the Indian 
National Steamship Owners' Association who were unanimously 
elected as a member of that international organisation. 

Mr. Walch and Hirachand: My point is this: that it'is to the 
interests of the Shipowners' Association that they shGuld form 
part of this International Conference and no restrictions should 
be placed on the right of this association to become a member of.. 
that body which only deals with one special subject, namel, 
Bbipping. 

The Chairman: I think you have to adopt one general prin
ciple: either you jlllt restrictions or you do not; you cannot have 
it both ways; I think 'the complaint was that these gentlemen in 
London should not have attended that conference. If it is 'the 
desire of the Federation that it is in the interests of Indian trade 
and commerce that such conferences should be attended by our 
delegates, then I think we need not put any restriction. 

Mr: Walchand Hirachand: Ca.n, we not differentiate as regards 
these special international organisations' 

The Chairman: I think that would be causing very great 
complication. You must ha"e one general principle. 

Mr. C. ,A. Buch suggested that the question be postponed till 
the next session. 

Mr. Hooseinbhoy Lalljee seoonded the suggestion. 

Sir Purshotamdas Thakurdas: I do not think the idea nnderly
ing this is brought out. The correct thing would be to record .this to
day, and if in the course of the year ~t is again raised, it .should I!e 



( 172) , 

brought before us in a: different form.' I do not think it would 
'be right to postpone this. As a matter of fact I think this has 
bee;' hanging fire for the last eight months nearly, and II S1jggcst 
that we say that" the meeting is of the. opinion' that this should 
be recorded." 

. This 'suggestion waS. adopted by the ~ouse. 

,REPRESENTATIVE OF THE, FEDERATION IN GERMANY 

The Chairman: We .will, takc Item No.8 now. The sugges· 
tion is that we should have some representative in Germany, and 
as it would not be possible at present to start with a big estab
lishment,' Mr. Mehta sugg~sts that 'we should have an 'Indian who 
has domiciled there as our representative, and he should be given 
a sum of Rs. 1,500 per annum so that he might give us informa
tion about Indian trade and so 'on. 

'Mr. B. S. Dabke: Sir, may I point out to you that in the 
invitation car:ds i~ is stated that the items on the agenda will be 
taken one after another:, whereas we 'find that several items have 
not been taken. For: instance, we have not gone thr:ough Appen
dix A., Band C, and I find that the ordinar:y procedure has not 
been followed. It is no use our coming and voting or saying 
ditto to whatever is said by some one or other delegate present 
here .. Th'e fact is, Sir, we are all tired now. (Laughter) 

The Chairman: I want to tell you, Mr. Dabke, so far as the 
'controversial items are concerned, I do not propose to take them 
to-day. I am going to take only those items which in my opinion 
are least controversial. 

Mr. B. S:Dabke: If there are no cQl1troversial items, then 
let them be taken as read. The fact is, we have been sitting here 
fr~ni 11 0 'clock 'in the morning, and we have had no rest what
ever. What is the use of rushing through things ,in this manner! 

The -Chairman: I am not taking any controversial thing$ now, 
otherwise you will have to sit till 9 0 'c10ek to-morrow. 

Mr. 'Dabke: If some of these things had been taken up yes
terday, we would have saved much of our time. 
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: The Chairman: What could we doT We had·to meet Jl,!:ahatma 
Gandhi, and· you had .to. attend the 'Garden ·Party. 

Khan ;Bahadur' Chandoo: Why not meet at 10 o'clock to
morrqw mo.rning' 

The Chairman: If memhers lik~ 'to meet at 10 to-morrow morn:
ing, I have not t.he least ohjection, hut you will have to sit till 
mid-night to-morrow. 

So, now I shan leave out No.8, and No.9 as they C8nn()t he 
iinishedto-day. • 

Then comes item No.' 10 which relates to the appointment of 
Honorary Auditors~ Ahout this, Gentlemen, now that the office 
is going to M-adras, you will have to· elect some one who belong.9 . 
t() Madras, and Mr. M. K. Dandekar is the gentleman whose name 

. has been suggested for tile post of Honorary Auditor, The ques
tion is that Mr. Dandekar 'be elected. 

The resolution about the appointment of M.r. Dandekar as 
Honorary Auditor for the coming year was unanimously adopted. 

Mr. lIooseinbhoy Lalljee: May I know Sir, what other COD

troversial matters remain' 

Th~ Chllirman: We have still to discuss items Nos. 8 and 9, 
and then in No. 11. there are some new resolutions also which 
have been submitted. Now, I should like to know, gentlemen, 
what you desire me to do with regard. to to-morrow's programme. 
Personally, I should like to begin at 11 o'clock and finish the 
agenda paper by 1 0 'clook and then take the National Committee 
meeting work. \ 

. Sir Purshotamdas Thakurdas: If possible Sir, we should .. ot 
challge the programme, because some members who are not pre
lent to.day will turn up to-morrow at 11. 
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The Chairman: 'A IiUIitber of delegates who are absent have 
not received the ba~lot paper, and we hav£ promised that to-mor
row at 11 o'clock we will give them the ballot paper and finish 
the work by 1 0 'clock. 

Sir Purshotamdas Thakurdas: Then let us meet at 12-30, Sir. 

After some further discussion it was decided that the Fede
ration shollid meet at eleven of the clock on the next day. 

The Federation then adjourned till eleven of the clock on 
Thursday the 9th March, ~931. 

'. 
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THIRD~ DAY'S PROCEEDINGS 

Thursday, the 9th Atnil, 1:93" u-o o.m-, . 
The Annual SessiJn of the Federation commenced at the D~lhi 

University Hall at 11 a.m. with Mr. G. D. Birla in the Chair. 

The Chairman: Before we proceed with the business of the _ 
day I would like to call upon those gen~leme_n who were. not 
present yesterday> to receive their voting paper. 

Ballot <papers were i~sued to those representative9 who were 
not present on the previous day. 

Lt. P. S. Sodh4ans: Sir, with regard to the supplementary 
resolutions which were circulated alGng with the ligenda, there is 
one resolution about the establishment of a central library and a 
commercial secretariat. I was given to understand by Lala Shri 
Ram that we would be able tl) discu.ss that. 

The Chairman: Very well, I will see about that. 

Lt. P. S. Sodhbans: I have two other resolutions also. 

The Chairman: 'Very well, immediately the business is over, 
we will take them up. 

We had yesterday before us Mr. Mehta's Reporl about 
appointing a representative in Germany. I think the suggestion 
was made that we should discuss the matter a little more at length, 
and I should like to invite suggestions from some of the delegates. 
We were discussing yesterday item no.8-that is, the suggestion 
made by Mr. J. K. Mehta, the Secretary of the Indian Merchants' 
Chamber, Bombay, that we silould consmer the appointment of 
our representative in Germany to look after Indian trade, and 
when we wanted to discuss that matter last evening some members 
suggested that we might postpone it to to-day; and so I should 
like to know if any more observations have to be made on that 
point. 

Mr. Hoshang N. E. Dinshaw: 1 thought one Trade Commis
sioner had already been appointed' Shall we not be multiplying 
the jobs unnecessarily' Won't it be redundant! We have already 
got the man there. 
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The Chairman: If you will look int~ Appendix C, you will 
find a note \>y Mr. Mehta which will give.\you.an idea. The ques. 
tion has to be discussed among ourselves ill the first instance. 

Mr. Fakirjee Cowasjee: Sir, a point of principle was raised
whether the Federation should appoint its own unofficial rep!.'e. 
sentatives in foreign countries. The Committee decided to refer 
this· question to the annual general meeting of the Federation. It 
concerns the functioning of the Federation, and I have to reque~t 
you t<> let me know if I should speak on the functioning of the 
Federation, or· should restrict myself to. this resolutioll aud speak 
on the functioning of the Fede!ation later on. 

The Chairman: We are discussing :at ,present the question 
whether we should have a representative in Germany of the 
Indian mercantile community. If you want to say something which 
is reluvant. on that point, I should be delighted to allow you to 
speak. 

Mr. Fakirjee Cowasjee: Sir. the subject of the functioning of 
the Federation cannot he isolated when the question of principle 
has heen raised, in dealing with this matter of Mr. Mehta. Doubt
less the two are connected. It is impossible to isolate them a~ 
far m. my view goes and I should like to be allowed to speak on 
both. 

The point is this. As far as I recolfect, when this body' was 
founded in the year 1927 in Madras, it was generally believed that 
it would estahlish a secretariat which will deal with all the vital 
questions pertaining to this country as may come up year .fter 
year. This suggestion was taken up in the Executive Committee 
of 1928 which met here in Delhi, with the result that several 
. suggestions came from the members then present, and 8 response 
was very generously made by some of my friends on the right as 
well as opposite, and that constituted the fund of Re. 50,000. 
These Rs. 50,000 were reqnired to be augmented by donations and 
. contrihutions from other gentlemen who were not present then; 
It at lea~t gave me the impres.~ion that it was agreed that a full 
grown secretariat with secretaries of powerful calihrewould be 
established to deal with all the vital questions. Unfortunately, Sir, 
all the duties have devolved on the members of the Executive 
Committee since the last four years, and with what result' They 

·have worked to my mind very strenuously; and not only bave 
their labours been strenuou~ but they have been considerablv 
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out-of-pocket to aitend mttings whenever cal~ed upon, and' some
times at very ghort uoti by telegram within 24 hours. They 
responded to these c~lls t great inconvenience· to them~elves and 
at great monetary, Joss land sacrifice;· ~\ the results achieved 
ghould satisfy any critic, but unfortunately it has been believed 
in circles which are not continuously in touch with the function: 
iug of the Federation that Executive Committee of the Federation 
has a touch.tone in their hand so that immediately·· any grievance 
comes up, the Executive Commjttee must meet in response to an 

. S. O. S. signal, the touch.~tone must be applied and the grievance 
must be removed immediately; and if time is taken by the Execu.~ 
dve Committee, there is a voice of discontent raised from the 
members who raised the grievance. Of course I admit that the 
a!dliated members have a right to call upon a Federation of. this 
nature to look into the grievances either provincially 00- generally, 
but I ask, where are the sinews. of war for them' Do these mem
bers expect that the sinews of war are to be multiplied and sup
plied by the members of the Exe~utive Committee themselves, or 
are these bodies prepared to supply those sinews ()f wart To-day 
a delicate position has arisen as s result of the discussions at the 
Round Table Conference. What has been the result I Several 
committees hav'e been appointed to fight the battles at the Roul).d 
Table Confereuce, not in India but on the other side of the Mediter
ranean. Propo.~als have come forward from those people \Vho 
want to safeguard their interests in' this country to form them
selves into strong c()mmittees to present their views before the 
ncxt R. T. C.: but, alas, India may shout as powerfully as possible 
,,\ all the meetings but she is not taking any concrete measure~ 
to establish a secretariat which should examine all' the pros and 
cons of the case as \vould appear before the R. T. C. and oppose, 
it strongly with facts and figures. Our own nominees should ~e 
empowered, they should be given that strength to fight all tho..~e 

powerful bodies on the face of· the globe in lion don. H()w are we 
going to do itt I therefore rise to say that the functioning of the 
Federation, a.s is surmised by the affiliated bodies should be 
raised to that standard that it shoul<i have a permanent secreta
rillt, haying secretaries of high calibre to a~st the executive body, 
to solve the vital questions appertaining to this country. In O<"der 
that tbis can be done, tbe only possible method is to find t!Ie 
sinews of war, namely, money,~d the money must come forward 
from the affiliated members,-not in the shape of petty fees of 
Rs. 150 but in solid round rupees. Then, Sir, dealing with this 
particular question, there is a small misprint. As far as I recol. 
lect, Mr. Mehta went as adviser to the Employers' Delegate to 

12 
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the 14th Session of the Conference ana. not to the 13th. However, 
that is only a misprint., The question daturallY arose to the mind 
of my friend, Mr. Hoshang, that if a "rade Commissioner exists 
in' Hamburg, would it not be duplicatin~ the work if we appoint 
men also? With due deference tOo Mr. H:Jshang, I may say, if he 
only knew the working of the Trade Commissioners and had wbat 
little inside knowledge I have personally got, he would be the 
first man to decry the Trade ·Commissioners wherever they have 
been appOointed by the Government of India. But unfOortunately 
my friend has not had that experience yet, but when he gets that, 
he will be of tne same Oopinion as myself. Turning to the sugges· 
tion of Mr. Mehta, I personally think it is a very sound propOosi
tiOon if we get the proper man to represent the cause for which it 
is proposed. The question is to get the right man. I am not 
doubting the integrity of the man that Mr. Mehta may have in 
view. I am nOot dOoubting his calibre also, but I say, subject tOo 
those cOonditiOons, I would back the propOosals of Mr. Mehta going 
forward, but there lUust be the cOondition that the sinews of war 
must be supplied by the affiliated member,s and nOot by the mem
bers of the Executive Committee. 

Lt. P. S. Sodhbans: :Mr. President, Mr. Cowasjee has touched 
the points which I raised at the beginning about the secretariat 
resolution which has been circulated to the members as a supple
mentary resolution. I entirely agree with him that unless a per
manent secretariat is established, it is impossible for us to make 
progress and to fight 00 the floor of the House with anybody. We 
must' organise ourselves, we must cOollect blue books, we must 
collect all materials, econOomic or Ootherwise, in order to put 'lur 
case very strongly, and the question 01. the establishm'ent of a 
representative at Hamburg or in other foreign countries as :Mr. 
Mehta has suggested, is a very sound prOoposition. However, in 
order to achieve this object it is absolutely essential that 
we must organise first, and this is my propositiOon. Otherwise I 
am in perfect accOord with Mr. Mehta that we must have represen
tatives, but as lOong as We are handicapped for want Oof a perma
nent secretariat, it will not be possible fOor us to wOork the scheme. 

Mr. Hosang N. E. Dinshaw: I shOould like sOome informatiOon 
befOore I offer a few remarks. What will be the prOobable cOost of 
the staff and expe;t tOo be lOocated at Hamburg' 

Mr. Chairman: Mr. Mehta has said that tOo run a fully-equip
ped bureau would be a cOostly affair, cOosting £1,000 per annum, 
but such an arrangement as an experimental measure cannOot cOost 
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more than Rs. 1,500 a year. If you .~. more information, :r 
think I may ask Mr. Mehta to enlighte~ ""'House more fully. 
Mr. Mehta, would you kindly further ext,.~·;·;:· -3Ur suggestion' 
y eur proposal is there, but the House ":~ '., think, 'desire you 
to. explain your proposal a little more full~ 

Mr. J. K. Mehta: Mr. President, I shall try to explain in a 
few words what I intended when. I made this proposal. It is 
true that there are Trade Commissioners now in London and Ham
burg and there is geing to be one at Milan shortly. But th~ func
tions of the Trade. Commissieners are ,entirely different from the 
functiens ef representatives of the Federation who- I propose 
should be appeinted. The fiInclion of the TT: '.e Commissioners is 
carried out in a circuiteus manner. The inquiries made here of the 
Director-General of Cemmercial Intelligence will be sent to, the 
Trade Conunissioner at Hamburg or Milan and thOoSe inquiries 
will be answered by him; perhaps replies cOining back again throllgh 
the Director-General of Commercial Intelligence. It may be that 
these inquiries may even be replied by these Trade Commission
ers. Their werk, hewever, will be confines! necessarily to trade 
matters. As long as the present system of GOovernment goes on, 
these Trade Commissioners will be' necessarily Gevernment officials 
who will net be able to. do any prop'aganda work as well, as worud 
necessarily be required for the Federatien. This is the funda
mental difference between a Trade Commissioner and a repre
sentative of the Federation that the latter will be able to have 
some propaganda for our trade and industries. When the boy
cott movement was going on in this country the German mo.nu
fllCtul'era ef cetton piece-goeds wanted Government of the country 
to retaliate against India. A Trade Commissioner would not be 
able to explain the nature of the boycott movement and also- why 
the German manufacturers should not ask for retaliation. Yeur 
representative can, however, give an au'thentic and reliable infor
mation as well as explanation. What I want is, if we get a good 
man and I am quite sure that the Executive Committee will find 
out a good man, then .such a representative will not only answer 
all the inquiries of our individual Chambers and Associations but 
will also be a sort of propaganda agent for the Federation. We 
have so many economic and financial grievances that it is highly 
ess~ntial that there should be one representative either in Ger
many or in any other place to place those grievances .b~fore the 
people tbere and to mal,e the people there familiar with the 
particular viewpoint of Indiau commerce and industry. With 
this view I suggested that th .. r~ should be a representative in 
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Gcrmany. I selected Germany because, as the European opinIOn 
will tell you, it is the heart centre of Europe. Also because we 
have got many sympathetic elements there. Again, there is 
another thing in favour, of Germany. Mr. Fakirjee referred to 
the want of finances of the Federation. So, what I suggest is 
that a gentleman who may be already' there and who has got a 
vast experience both of German political anel financial life and 
who may be willing to serve on a small honorarium may be IIp
pointed as an experimental measure for, one year only. The 
experiment will eost the Federation about 1,500 rupees only per 
annum which will just cover his ordinary out-of-pocket expenses, 
that may be incurred· in connection with p~stage, travelling, 
printing, etc. And during the course of a year you will be able 
to see whether you have got a good return for your money or not. 
Afterwards you could either extend the system or close it. But 
I think it highly desirable that the Federation should start on 
tliis experiment of having a repre~entative in Germany. I do 
not wish to tell the name of the person whom I myself would bc 
very willing to recommend and who will be willing to serve 11S. 

The Executive Committee, I think, know the name of thai gentle
man. :And if the Executive Committee afterwards want any 
information, I shall be glad to furnish them with further details. 
For the present, I hope that the Federation will accept this sug
gestion. This gentleman has been in Germany for the last 22 
years. 

Mr. Begraj Gupta (Marwari Chamber of Comme~ce, Bom
bay): President and Gentlemen, I humbly approach you to oppose 
the Resolution which has been laid doWn before you. The Reso
lution suggests an appointment of an 'agent in Germany to give 
help and information to Indian traders. I do admit that it is 
good for the country to make propaganda in foreign lands but I . 

. am of opinion that instead of utilising Federation's limited ener
gies for propagand'a in foreign lands it is far more useful to 
organise commercial associations in every city and town, small 
or great in order tl) make the Central Federation' so powcrful 
that it may be able to remove all difficulties of the commercial 
community which now and then befall on our community or coun
try in' the shape of law or any sueh thing. The' Federation hM 
paid less attention towards internal trade affairs till noW. It is 
not sufficient tl) have forty-two trade associations as its m~mbcT!l 
in this large country. Then and then only the Federation would 
be in a right position to e~pancl' its activities to allied countries. 
With these words therefore I humbly oppose the Resolution. 
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. Mr. Hoshang N. E. Dinshaw (Buyers and Shippers Chamber, 
Karachi): Sir, I support the contention raised hy my friend who 
·has just preceded me. I think it is highly essential that we should 
have our own representatives in. commercial centre.g and we should 
also have proper technical organisation at the headquarters itself, 
fully equipped tocom:bat the various views raised by competitive 
commercial bodies. We lack that just at the present moment. We 
have got no secretariat which is capable of furnishing the mem
ber bodies or even delegates with the necessary pabulum to com
bat the various views advanced by other competitive bodies. It 
is very essential therefore that we should be able to put our own 
House in order before we serid our represenlatives too commercial 
ccntres of Europe. I am happy to say that it is a very good 
policy to send your representatives to the various cities of Europe, 
but without an adequate financial arrangement where will you 
be. Before you launch out that policy, you should have a cut
and-dried scheme in regard to funds and expenses. How do you 
propose to meet those expenses t Besides, if you propose making 
a start with Hamburg, as a centre, where will you call a halU 
Wby not Russia to-morrO\v and South Africa the day after. I 
.should think tl.tat all these considerations require to be properly. 
looked .into and a scheme should be brought up before this As. 
sembly at the earliest possible date for its favourable consideration. 

Mr. Ratilal Mulji Gandl,!.i (Grain Merchants' Association): 
Sir, as I understand it: there is no de'finite resolution which we 
aro considering, but we are merely considering a suggestion as 
it has come from Mr. Mehta. As has been stated in Appendix C, 
it is a question oJ' principle. No doubt· I agree and appreciate 
the views expressed by Mr. Mehta in his note as well as the views 
expre~.ed by him just now. But my point is this: Are we consi. 
during the question from the point of view of having a parallel 
institution of Trade Commissioners appointed by the Federatioll 
instead of our demands up till now to the Government of having 
Trade Commissioners on behalf of India in various foreign CO\ID

tries' As far as I can judge, this is a principle which we have 
to decide first for ourselves;. because if we are going to make an 
experiment, it must have some basis, viz., we decide that we are 
going to have a sort of parall~l institution on behalf of our Fede
ration of Trade Commissioners not only in Germany but in othe~ 
couutries like France, Italy, Belgium and Holland. Thererore 
Sir, I submit that before we take into consideration this partieu· 
lar suggestion of Mr. Mehta, we should decide upon this principle 
of baving our own Trade Commissioners in foreign conntries. 
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Up till now, we have been demanding from Government that they 
.hould appoint Trade Commissioners. No doubt, last year at our 
.essi<>ns we passed a resolution wherein we demanded ,that these 
Trade Commissioners who ~re to be appointed by the Govern
'Dent should be practical indian businessmen. My yoint is this 
that instead of taking upon ourselves the task of establishing this 
parallel institution; it would be much better for us to ask the 
Government that the appointment <>f these Trade C<>mmissioners 
Ghould be made in conjunction with the Federation. I think that 
would serve our_purpose in some way instead of having a parallel 
institution to be run by ourselves which would involve a great 
deal of expe~se. My next point is 'that if we are g<>ing to have 
an establishment and an orgaIiisation of a Trade Commissioner in 
any foreign country, I should say that it will not serve our pur
pose in having a man who will work only; as I understand from 
the note, a part of his time. If that is the 'case, I d<> not think 
he will be able to devote his full time and energy to the work 
that we are going to entrust in him. Therefore my submission 
is we must first of all decide the principle whether we are going 
to have parallel institutions of Trade Commissioners appointed 
by the Federation. 

Mr. Amrit Lal Ojha (Indian Mining Federatio>n, Calcut.ta): 
Sir, I have heard all what has been said in connection with the 
matter under discussion. The gentleman on my left, in the first 
instance, thought that it was redundant or superfluous to have a r~
presentative of the Federati<>n appointed in. view of the appoint
ment of a Trade, Commissioner in Germany. Subsequently 
changing his views, he thought that it was not proper to have a 
representative in a foreign country when we were not properly 
organised in this country. I know that we have got to do many 
things in this country. Though we have got the Federation to 
which are affiliated almoot all Indian Institutions including Cham
bers 'of Commerce scattered over throughout the country, we have 
not yet got the proper organisation of the kind we find in West
ern countries.' Another question' raised in this connection is 
about the principle on which we should proceed. It i. stated 
that if we appoint a representative at one place what about more 
such appointments, if any, considered necessary at other places 
and what about necessary funds' I may be permitted to say, Sir, 
'that if we have got to wait, till we have properly organised in 
this country or till we are in a position to consider other such 
appointments that might be demanded on a principle, particu
larly when our finances w()uld not permit us to do so, we may have 
to wait indefinitely. We are businessmen. We must look at 



( 183 ) 

things from practical point of view. If we have got limited 
funds, we can start by appointing only one representative at a 
place from where we think he would be able to render best ser
vices. I may say from my own personal experience that at pre
sent a place in Germany would be the most central place and a 
representative like one suggested by Mr. Mehta posted there wouid 
be very useful and helpful in various ways. 

It is true that we urged the Government to appoint Trade 
Commissioners in different countries and that we pressed to POl3t' 
Indians as Trade 'Commissioners. It is equally true that an Indian' 
gentleman has already been appointed as Trade Commissioner at 
Hamburg in Germany, but still I think it would be advantag~ol1'_ 
to have our own, a non-official, representative. . There can be no 
question about any clash as I think the functions of both will be 
different. The Trade Commissioner appointed by the Govern
ment has got to follow a certain policy laid doWn by the Govern
ment. Apart from this, merchants and industrialists are some
times not inclined to convey certain iuformations through an offi
cial agency which they would be glad to convey through a private 
agency. In this case the representative appointed by the Federa
tion, due to his position and status. will, I trust, be in a position 
to command confidence and would, therefore, prove most useful .. 

Mr. Srikrishnadas Lulla (Karachi Indian Merchants' Asso
ciation): I rise to lend support to the proposition that came from 
Mr. Mehta and I think the opposition to the suggestion is based 
upon two grounds. The first is that we have not got secretariat 
arrangements for the. internal trade of the country and secondly· 
that we have not got the necessary finances for running an insti ... 
tution of that character. So far as both the points are concerned, 
there is no.thing to preveut us from organising a secretariat here 
or to develop internal arrangements, so that if we find it neces
sary to appoint a representative in Germany, that would not in 
any way be impeded or hindered by the arrangements which we 
may find n.ecessary to make in our own country. Next With re
gard to finances. the proposal put before us is that it would cost 
us a modest sum of Rs. 1,500 which we could easily afford_ I 
submit, that as Mr. Mehta suggested, it would be an experimental 
measure !luly and at the end of one year, after having noticed 
the work that we are able to do, it would be open to us to revise 
onr opinion, and expand it or contract it 8S we may find necessary.' 
With r~gard to the nec .. ssity for an appointm~nt of this character, 
I think everyone is agreed tha.t the Trade Commissioners, at 
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present appointed by the Government, though Indians, are repre
sentatives or the mouthpieces of the British Indian Government and 
they .represent not the Indian point of view which we represent but 
the Anglo-Indian point of view and it is not quite consistent with 
our own point of view. If we find a necessity for it and if it costs us 
so little, and if we think there are willing people to render 'hono
rary service to us on a nominal honorarium, I do not. see any 
reason why we should not accept the suggestion of Mr. Mehta 
and put it into / operation. At the end of one year, after studying 
the result of the work, we will be able to decide for ourselves 
whether it is nece~sary to hav; representatives on a larger basis. 
In the meantime we can devise ways and means to improve the
situation and collect money to meet the expenses. With these _ 
words, I support the recommendation made by Mr. Mehta. 

Mr. B. S. Dabke (Maharashtra Chamber): There are conflict
ing views as regards the suggestion of Mr. Mehta. Some obvi
ously feel the difficulty of money, some others feel the difficulty 
of· not having a proper secretariat of the Federation. My view 
is this. As we are on the eve of a national Government and as 
the Federation has appointed Members to attend the Round Table 
Conference, the Government is naturally going to change its out
look and the views of the present Trade Commissioners that are 
the mouthpieces of the ~lien. Govern~ent will naturally change 
and they will become the mouthpieces of the Indian Government, 
when responsibility is granted to the Central Government and 
when finance and industry a~e in Indian hands. Then the whole 
atmosphere will change. It is only a question of twelve months. 
I should therefore like that the question should be postponed to 

.the next session. 

Mr. Devidas H. Shah (Mill-owners Association, Baroda): -I 
am afraid, Sir, there has been some confusion about what is to be 
done. At least so far &9 I am personally concerned, r fail to 
understand whether we 'are going to appoint a parallel represen
tative in foreign countries, or we are going to make an experi
ment so far as Hamburg is concerned. The case has not 
been properly made out for the appointment of a Trade Com
missioner at Hamburg in preference to other places. Is it that 
we have been able to find some gentleman willing to work there 
which we have not been able to find in other countries f To
morrow, Sir, the exporters of manufactui-ed goods in India would 

- Speech. not corrected by tbe speaker. 
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require our representative to be in South Africa, if there is any 
likely market to consume our manufactured cloth and textiles in 
that. country. Will we then be in a . position to appoint some 
gentleman who is a resident there and who is also willing to work 
on • a nominal honorarium f Or are we to tell those gentlemen 
who are urging us to appoint a gentlelllan in South Africa that 
it is not a suitable place to locate a Trade Commis~ioner and that 
the experiment should be confined to Hamburg only and that you 
do not require representation in South Africa so much as Ham •. 
burg f Let us first decide this question,whether we want are· 
presentative in all the places, where there are representatives of 
Indian Government at present, or is it that we want urgently 
a representative to. be appointed only in Hamburg, in view of the 
fact that we are going to deal with Germany, in future, on· ~ 

" larger scale than we do now' If that is decided,' I suppose this 
House will be spared" much of the time spent in discussing this 
subject aimlessly. I am afraid confusion has been made because 
while pressing for the appointment of a Trade Commissioner, 
people are telling us' that because our representatives of the Gov· 
ernment of India do not repres~nt us there, that is why' we 
want a gentleman of our own' choice to be placed in Hamburg. 
When we generalise the situation as the mover has done, then 
it is a question of principle and then we ought to be able "to allo· 
eate funds for the place which needs our representative most. If 
we say it is a question of experiment, then let us find a more 
likely place where our trade will be more flourishing than it is 
likely to be at Hamburg. I believe Germany is an exporting 
country, it i~ our ra\v materials that Germany wants. It ought 
to be plain to the members of this Federation that what we aim 
at is to utilise all our raw materials, manufacture them and then 
send them out and except in the case of machinery, most probably 
we do. not want to import any goods from outside. In that case, 
I suppose our representative should be in a place where our manu· 
factured goods lIlay find the be~t market. If from that point of 
view we are going to decide, then let us decide first whether we are 
to send any representative at all, then decide whether we have the 
funds necessary and then see whether there are any likely competi. 
tors in the field. Until we decide all thes~ matters, it is futile to 
t\iscuss other matteN concerning the appointment of a Trade Com. 
missioner. 

Sir Purshotamdas Thakurdas (Indian Merehants' Chamber): 
Sir, in yit'\v of what has been said by the last speaker, it may be 
useful to supplement the information which has been given to the 
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lIonse by ¥r. Mehta. In order clearly to understand the motive 
of Mr. Mehta, it is necessary to> remember that his note was drafted 
a year back when although the idea of Indian Trade CQrnmifl
sioners at the four centres was known, Y.l't no Indian Trade Com
missioner was actually' appointed. It is unfortunate that some 
members are under the impression that anything which Mr. Mehta 
suggests indicates a parallel officer to the Indian Trade Commis
sioner. I understand that the Indian who has been nominated 
by Government as Trade Commissioner in Germany is a very 
capable officer commanding the confidence of the Indian Cum
mercial community. It would be most unfortunate if we get ou~ 
the impression either privately or in the Press that we were 
thinking of having any parallel organisation, even though as an 
experimental measure .. I must say that we would like this to be 
made abundantly clear. The fact of the matter is that what Mr. 
Mehta suggests is nothing like a parallel organisation to the 
Indian Trade Commissioner in that place, but somethin'g which 
would be supplementary to his work and to his office. The Indian 
Trade Commissioner is responsible to the Government and can 
only work on certain lines. Of course, he will reply to all en
qniries made and attend to all other work which is ordinnrily 
done by Trade CommiSSIOners of other countries in foreign coun
tries. But he will not be able to put forth the grievances of the 
Indian commercial community which may be at times very neces
sary. Being situated in Germany, a correspondent of this Fede
ration m,ay be able to do what is colloquially called·" propa
Iganda", but whether the Federation considers it necessary to 
have any such activity or not is a different thing. Many Germans 
whom I have met lately during the last few years complained to 
me that there was no Indian organisation on the Continent which 
could supply the requisite information regarding trade and indus
try in India and the prevailing political conditions in India. This 
appointment which Mr. l\{ehta indicates should be regarded more 
as an appointment of correspondent to the Federation, somebody 
who will be able to move freely among.st the commercial circles 
and convey relevant information which will interest us so that 
he may be able to impart and spread such commercial informa
tion and also convey such facts and figures as he may be supplied 
with from this end. It is perhaps understandable when suggP.s
tions are made that we may wait for the appointment for one 
year and consider this after one year. I fully realise that a sug
gestion like that is a reasonable one. If the Federation feels that 
within a year things will be more clear regarding our political 
status and regarding the control we will have in making thi& 
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,appointment of Trade Commissioners, then I think it would be 
quite reasonable' to say that we would consider this again at the 
end of ~he' year. On the other hand there arc many who hold 
the opinion that during the next year, it would' be useful to get' 
somebody reliable and capable and ,at the same time knowing the 
commercial conditions in important European countries.' He 
;would thUs be able to put out as much information as we may 
he able to send out from here, for' instance he will put that cur-' 
rency pamphlet which we have just published and make it reach 
the proper quarters, such as the powerful newspaper organisa
tions in Europe. If we can utilise the suggested correspondent 
for such a purpose, then the maximum expenditure of Rs. 1,500 
which Mr. Mehta indicates cannot be considered to be very prohi
bitive for that purpose. I have heard many say that during the 
next year or eighteen months, correct information about India's 
condition may repay itself a thousand times if done in the proper 
manner and through the proper channels. I therefore" feel that 

,the question can be said to have go'od advantages. It can also 
be said that there are very good reasons for postponement of this 
appointment as Mr. Dahke pointed out. A question has been 
raised by previous speakers as to what have we done at home in 
regard to the propaganda, that we turn now our attention .(;ut. 
side India' Everybody will admit that we have done practically 
nothing except that we have brought together 42 commercial 
bodies at the end of three years activities and have inspired such 
confidence and such interest in their representatilVes that 'even at 
the end of two very strenuous day~ of discussion, when you Mr~ 
Chairman pointed out yesterday that we should sit beyond eight 
o 'clock, there are still many left here to-day to take part in the 
discussion. I do not look upon that as something which should 
be considered as nothing. A. lot remains to be done. In fact 
what has been done till now cannot be said to be even 1/100 per 
cent of what remains to be done. If w~ are going to wait for 
any sort of pUblicity work in foreign countries until we have 
achieved here 50 per cent of what we have to achievl', I am afraid 
've will have to wait until many of us are all gone to the other 
world. Therefere we have got to go ahead, and I believe sooner 
or latcr we may have to have correspondents all over the impor
tant commercial centres. If we can get good, reliable and solid 
people to do it in other eountries, provided we get them imbued 
witb a sense of little service to India, even, though residents in 
foreign countries and if they like to be reimbursed for their actual 
Ollt of poeket expenses' and do not expect to make a living out of 
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that, then we can take advantage of such g~ntlemen. The gentle
man whom Mr. Mehta has in view has been a resident there for 
nearly a quarter of a e~ntury and I am told he is held in high esteem 
by the commercial c'ommunity there and he is prepared to do this 
work for actual out of pocket expenses, actual charges on postage, 
carriage,' trllnsport hire and so on. In fact he does no.t expect to 
make a living out of this. Tbe appointment is not suggested to 
be mede for more ,than one year. 1£ at the' end ()of one year, it 
is found that the Member-bodies do not want that 'sort of assist
ance, or that ,the gentl~man is not able to do anything very 
much to the advantage of the Indian commercial community, 
then the Federation' would be cntitled to put an end to> the 
appointment or to make another more suitable appointment. 
The cost involved would be considered to be the maximum, that 
ill Es. 1,500 and I do not thlnk it can be said to be pr~hibitive. 

One word more befo-re I resume my seat. A few gentl~Dlen 
raised the question of the finances of the Federation. The report 
of the last audited accounts is with Members. I should lik~ to 
mention that as a matter of fact during the last three years, there 
bas been a deficit of Rs. 20,000 in tbe actual working of the Fede
ration.. The contribution from the ·member·bodies and the expen
~es show a deficit of Rs. 20,000 which has been made up by volun
tary contributions made by a few members of the Federation who 
put up in all Rs. 70,000, in order that the Federation may have 
a fund with which to start. I therefore feel that it should not be 

,",onsidered that the Rs. 45,000 is the surplus of our wo>rking but 
It actually represents a deficit of Rs. 25,000. I feel therefore that 
regarding finance if any more ambitious schemes are to be' enter
tained we will have to make different· and separate arrangements 
for their finance. I am sure you will- all abrree with· me that none 
would like this balance with which we open the CUITent year to 
be depleted any further because in that case at the end of two 
or three years we will again have to depend upon a very slender 
bank balance. I feel myself that fDr the reason which I have tr:ed 
to explain, Mr. Mehta's suggestion should be reeoPlmended to 
the Executive Committee and they should be asked to make an 
appointment for one year, providcd they are satisfied regarding 
the standing, etc., of the person ami to report on the work done 
by this officer tD tile Federation at the next annual general meet
ing. The Federation must then con.ider the question of continu
ing it or of putting an end t(} it. Our friend said that similar 
suggestions may come from other countries. One wishes that~uc\l 
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suggestions did come from other countries where the Indian com
mercial community would like to have such assist.anee. I person
ally think that if -more of such suggestions did come whieh 
appeared to be feasible, the member-bodies would not be against 
increasing the contrihution by 10 or 20 or 3q rupe.s a year ill 
order that a few more additions may be usefully made to our acti-
vities. -

Mr. Nandlal M. Bhuta (Seeds Traders' Associatlon, Bombay): 
Sir, 1 sho-uld like to make one point clear and it is this. There is 
already one institution existing in B.,-lin known as the Hindus
tan Informl1tion Bureau which supplies all kinds of information 
required by merchants, ete., and they are also making all sorts 
of propaganda for commercial purposes. Then there is anot-her 
gentleman staying in Hamburg for the last 20 years, Dr. Das 
Gupt.a,· whQ is also making the s"ame kind of c()mmercial propa
-gallda. l therefore think, that when there are already two people
working in. Germany it is not necessary to incur any more expen
se •. 

'fhe Chairman: I think we have now discussed it at some 
Ipngth, and if you allow 'lie to do so, I will now take the sense 
of the House. Memhers' will give their v()te on the following 
lllotion:-

"That the Federation recommends to the Executive Com
mittee to consider Mr. Meht&'s scheme, and if they- are satisfled
rega\l"ding the details, they may spend upto a sum not exceeding 
Rs. 1.600 during the next 12 months." -

The resolution was carried. 

'l'he Chairman: Now, gentl~men, I think we havo finished all 
our items ()Il the agenda except the el~ctions. We have already 
collected the voting papers and we will wait till 1". o'chlck W 
scrutinise· the votes. 

Then we take item No. 11 which is: 

.. Any other matter that may be placed before thE! Annna! 
Meeting by the Chairman." ' 

Und~r this head I haY'" rllceiYed a numher of resolutions, nnil 
It is flrovid~d In our bye-laws that after the usual agendS' is over 
and if the House oonsents, we can take up new business. So I will 
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place before you one by one the resolutions I have received. I 
will ask you in the first place to decide whether you will take up 
these resolutions or not, and if you do decide to take them up 
we will start discu8Sion on them. Mr. Sidhwa wants to take up a 
resolution which we received from one of the member-bodies about 
the Companies Act and which the Executive Committee deCIded 
not to take up. The resolution -reads thus: 

"This Federation resolves that. the Indian Companies Act 
requires amendment and that a committee be appointed 
to revise the same and to readjust the Act to remove the 
present irregularities and to safeguard the interests of 
the investing public which would be a necessary factor 
in starting new industries and bringing the existing 
industries on a better footing. ,. 

We had nearly 80 resolutions altogether which we ~eceived 
from the member-bodies and we saw that it was impossible to take 
up all those resolutions in the short period at our disposal. YOtl 
have seen that even with 8 resolutions we have taken up nearly 
three days, and ltad we taken up all these resolutions we could 
not have fiuished them even in a fortnight's time. Therefore we 
decided to pick up some of the mc.re important resolutions_ But 
if you think that we should take up this resolution also at this 
stage then we can start the debate. 

A Member: Who is going to appoint this committee' 

The Chairman: Probably it is meant that the Government 
should appoint this committee and revise the Companies Act. 

The House by a majority of votes decided to take up the 
resolution. 

The Chairman: Mr. Sidhwa may now move the resolution but 
I am going to enforce a strict time limit. You mu.~t therefore 
finish your remarks in five minutell. 

Mr. R. K. Sidhwa (Karachi Indian Merchants' Association): 
I will take three minutes. 

Sir, the resolution which you have read out and which I now 
move needs no elaboration because at one of the Federation meet
ings this subject was fully discussed. Apart from that you have 
just now interpreted the resolution truly that it is the desire of 
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the Federation to ask Government to appoint a co:m:mittee and 
remove the very objectiooable' provision in the Companies Act 
regarding managing agents. I do not desire to go at any length 
into what the managing agents do to the detriment of the interests 
of the shareholders. I can give a number of instances where the 
companies had to be 'closed down on account of the extravagance 
()f the managing agents. I can give instances where they have 
made purchases in the interests of themselves rather than in the 
interests of the shareholders. It is not for me to cite instances of 
this nature because it has been fully discussed and known in the 
country. I therefore particularly lay stress upon the provision 
about the managing agents in the Companies Act which should be 
totally removed from the Act and the managing agents or the 
directors should be held directly responsible to the shareholders. 
You know, Sir, that in 1917 so many companies had to go into 
liquidation only on account of the irresponsible way in which the 
managing agencies were conducted. Several shareholders were 
ruined not merely on account of the fluctuations ()f share prices 
but for the vagaries and extravagance of the managing agents 
which I need not dilate upon here or give any details of because 
I am sure many of the members present here fully know tltem. 
With t.hese words I move the resolution' and hope that in the 
interest of the shareholders and the investing public the . House 
will .support this motion. 

Lt. P. S. Sodhlians (Indian Chamber of Commerce, Lahore): 
Sir, I. second this resolution, but on quite different grounds. I 
second it not on the ground of tlfe vagaries of the managing agents 
but 00 account of the efficient w~rking of the joint stock compa
nies. In England in 1929 a cOlUDlittee was appointed by the 
Board of Trade to go through the Companies Act and they made 
certain recommendations. Therefore it is necessary that we should 
amend, on the same lines the Indian Companies Act which is 
practically on the model of the old British Companies Act, l1lld 
also to .meet the changed Indian requirements. As regards the 
vagaries of the managing agents I can Only say tbat I am a pro
fessional accountant and I am not, therefore, c!)ncerned with 
Ulose things. But I want tbat these companies should be efficiently 
managed so that our industries may be brought on a sonnd foot
ing. Most of the people are quite ignorant, I find, of the Compa
nies Act and also of the corporate joint stock busine'!s and that is 
why we are not. pl'OSpering a:d making any real advancement in 
the country. That is why I ,vant that we mnst have a gm Com
panies Act on th~ basis 01. which we may place our industries on 
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a sound footing. With this idea I support the resolution of Mr. 
Sidhwa and not with the idea of attacking the managing agents 
and others. 

The Chairman: I will not allow any more speeches in support 
of the resolution but I will allow one speech against it and then 
I will put it to the vote. 

Mr. Fakirjee Cowasjee: Sir, I will not speak either in favour 
of the resolution or against it, but I just want to give an explana
tion. The point is this that this resolution came from the Buyers' 
and Shippers' Chamber at Karachi and it was not sent with any 
intention of attacking anyone connected with the companies. It 
was sent simply with the fundamental idea of' taking away the 
defects in the Companies Act so that the investors may have t.hat 
confidence which is essential for the promotion of the industries 
of India. 

Sir Purshotamdas Thakurdas: I want to tell the House why 
this resolution was omitted from the list of resolutions which were 
put before, the House. I may' inform Mr. Sidhwa that when I read 
that resolution before it came up to the Committee which decided 
on the resolutions to be put before this House I rather favoured 
it and I was one of those who pressed that this resolution should 
be put before the House just as the Insurance Resolution has been 
put. It may interest the House to know the 'reasoning which per
suaded me not to press my view. It 'was pointed out that thr 
amendment of the Companies Act was a matter likely to take not 
~ix months or a year, but two or three years before an amending 
Bill could be put into shape. Various commercial and industrial 
bodies have to be consulted all over the r.ountry and a Bill embody
ing all the points will have to be introtluced in the Assembly and 
referred if not to a Joint Committee, at least to a Select CO)Dmittee 
of the Assembly. That might argue for immediate action being 
taken ~ but it was pointed out that the legislatures as at present did 
not give that material for a committee of this nature as may be 
expected at t,he next election whether under the present constitu
tion or the new constitution. The general expectation is that it 
will be an enlarged constitution, at least more representative; and 
what is most attractive in the suggestion is that it is expected 
that it will be able to revise 'this Act with an Indian }iinister 
responsible to the l~gislature for the Commerc~ Department. We 
have waited so many years all'ead!-twenty or twenty-five years; 
the Companies Act is had enough; there is a lot to be uprooted 
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and a lot· to be replanted. The only question is whether· you 
are prepared to wait for the. next year or eighteen months until 
you know that the Commerce Department is likely to be a transfer
red department under a popularly elected minister responsible to 
the Ass.emhly. 

Lt. P. S. Sodhbans: That argument- . migbt--apply to every 
resolution we have . discussed so far . 

. Sir Purshotamila~ Thakurdas: You have·had your say, Mr. 
Sodhbans, and I do ltope you will let me have my say. The-ques
tion is whether the legislature under the present conditions, witl! 
Sir George Rainy as Commerce Member, is attractive enough for 
you-more so than a legislature formed on a more representative 
basis with mi~isters responsible to the House. If Mr. Sodhbans 
thinks that it applies to everything he may think so. Ido not. I 
personally think that that argument made out a casll. for not press-
ing this now. . 

The remarks of Mr. Sidhwa rather pro"ed the case. Mr. 
Sidhwa seems to have not a high opinion of managing agents. Be 
overlooks the fact that but for maiiaging agents Mr. Sidhwa would 
not be here and would not be able to take interest in the develop
ment of this subject. Howsoever bad the managing agency Rystem 
in India may have been, there would have been no mills either in 
Bombay or Ahmedabad, Delhi, Calcutta and other. places-in fact 
there would have been no Scindia Company with which to talk 
about Haji's Coastal Reservation Bill. Therefore the managing 
ageucy system is not so bad as Mr. Sidhwa would paint it. The 
question is whether we should abolish it or purify it-whether we 
should mend it or end it. I would rather mend it. This is B funda
meutal question underJyin~ it and I think the Federation woold 
not be mistaken if t~ey had a little patience. 

A Member: Sir George Rainy mentioned that he was going 
to appoint a committee, in the course of a discussion he had thr"e 
months ago with the Bengal National Chamber of Commerce. 

Another Member: Let us pass this resolution and send it as a 
rt'minder. 

Th4' resolution was put to vote and declared lost by 24 votes 
to 18. 

~[r. Sidhwa demanded a poll and the President said he would 
take a poll aftel" conclu.ion of the other JU.l~ess. 

13 



(194) , 

The Chllirman:I have received a requisition from Mr., Sidhwa 
about an amendment of the Rules as follows:-

"Th .. t the Executiye Committee ,will' consider, all resolutions 
sent by Member-Bodies and place such res<>lutions as they 
deem fit before the'members at its annual m~eting, but it 
shall be the righ~ of every" member present to have at 
such meeting to propose any new, resolution or amend
ment for di~cus~ion .lind adop?on by the House." 

(The Chairman th~n read out the ,rele~ant, r'ule-rule no. 26, 
'a~d ext!lained -it). ' 

, ,If any member' desires that there, must be an amendment o~ 
'the rules; the procedure ought to be ,this: that the'member ought' 
to write, to 'the Executive Cominitte~ and the Committ~e after 
considering the ',same should submit it to the general session. 
unless eight of 'its members are against its being sent to the gene
ral body. In that case ten ,members. Qf'the Federation • .ali call 
.'-requisition, That is the position. In the first, place I want to 
.remind Mr. Sidhwa that delegates are not members <>! the Federa
,tion. The members are the, Member-Bodies;' theref.ore the 
.requisition should com~ not from the delegates ,but from tbe 
Member-Bodie.s; and even if the proposal' emanates, from .a :IItem
ber-Body, first of all it should go to the Executive Committee; if 
the Committee' decides, not t.o send;,it to- the General' Body, then 
alpne'·they, can ask for a requisition., The best, course for Mr. 
Sidhwa, is therefore to move his constituency to write to the 
Federation. As' it is at present, it is not in order and I rule tilat 
it-cannot be taken up for consideration. , ' 

.,,_ -, '1 

. :IIlr. M. -A. Mastel': Is it '<>pen to' any, member to mov,l! IIny, 
amendnient on any propositions that are eoming up before the 
Ronse' Is it 'not th~ right of every member to move an' amend-
ment,L" . 

,.' 
The, Chairman: I can express only my per~onal opinion'be~ause 

fh~fe:is; nothing'in' the rules. In themst place most' of our resolu
tions are expected to deal with matters on which we expeet obser
vations from Government Members; :that being so we mnst frame 
~~- 're'solutions long before we meet: otherwise the Governmnt 
Member may not be able to reply: he can say "the .resolution 
yotl' sent: o'llt to 'mi.; and tile resolution- you are discussing are two 
quite different things and 'I 'am Dot in a position to reply"'. 
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_ ,In, the second' place lilY persoilai'opinion'is that a~imdmentii 
should come always from Member-Bodies: (The' 'Chaitmantheli. 
explained the present 'p~actice). -But If. you iike, I think y6u Dlay,. 
appoint iI small sui1-committee'to amend the'rules iQld' reguiatiDn. ... 
!lS weli as the bye-laws. Or'pel'hapsit;wfll be 'b~tter that' you 
'ompower the Executive Committee to appoint Ii small sub-commh
tee tD formulate rules in various' dire~tions. Fot instance; take thc 
q\testion of election'itSelf, ' Member-Bodies sent out to' us naIll,i';; 
~f the delegates and changes are m8i\~ by' telegrMi: it rests with' 
the Chairmail.'to· accept the changes or' not; ul)der the' existln~ eir
lIumstances. I would theref(}re sUlfgest 'that you ask, the Execu
tive Comlnittee to appoint a small sub,committee to, draft' the new 
rules: that will, be coostitutional; then 'it: could be en:culated to 
Member-Bodies, and'decide4 eith,er at the next annual session' or 
hefore it if necessary. " 

.. Mr, R. K. Sidliwa:lJi "iew of.your statel1lent, Sir; I wi!hdl.'aw 
my proposition provided the -House ,agreed to-day. to appoiut a 
commit~e to reviSe the rules. It is not 'possible always 'to send in 
amendments 'in advanc&-ilometiines amendments-have to be, framed 
emanating from the discussions and deliberations here 'and it is 
the tight of every member to send in amendments' at that 'very' 
jUncture, - If the House agrees ttl y6ur suggestion I withdraw, my , 
proposition: otherwise not; 

A Member: Your propositiouhas already been'l'Jed out of 
order. 

.' , 
The Chairman: As regards 'amendments, my ,own view, is that 

even amendments in the open House should be authorised by, the. 
Member-Bodies and not left' to the 'discretion of 'delegates I' other
,,,ise It w'luld be impossible to conclude our Dusines~ in the' course 
of two Or three days. I think we had b~tter ask the Exewtiv8 
{'ommittee to appo,int, 8 s)llall, sub-committee in this matter. Is 
tbat tbd s\lnse' of the House!' , ' 

Mr. R. K. Sidhwa: And to invite opinions_ 
, ' -

Mr. M. A. Master: Your suggestion, Sir, is 8,' very eminent, 
01le and I'think the House will accel't. it. But I, wish to. draw 
your attention to ~me fact. ,Two resolutions were brought befOl'e 
this Housewhieh were not ciroulated. Ocoasions may arise in 
futllre wh~n Resolutions will come before this' House whieh: havlI 
not been circulated previously, and certainly it sh'all be opeD: W 
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any Member coming hel'e without consulting his constituency to 
move amendments to stich Resolutions. I ref~r to the re.ol~tion 
of Equality of Trading Rights.' I understand that amendments 
)Vere sent over to you, but that you decided that amendments 
could not be moved. Now, Sir, this resolution was not circulate,l. 
It is one of the most important resolutions which should be passed; 
and certaiuly it cannot be said that amendments should not be 
moved to it because it has not been previously circulated. I hope 
the Executive Committee will bear in mind this important point 
when framing new rules. 

The Chairman: Arc yoo referring to the Equality of Trading 
Rights resolution' 

Mr. M. A. Master: Yes, I did refcr to that. 

The Chairman: I think we must have som~thing to guide us 
in future. I admit there is nothing af present to guide us, ::md 
therefore the Chairman has to us~ his own discretion. We must 
have a small committee. 

The suggestion for the appointment of a small committee was 
adopted. 

Mr. B. S. Dabke: I think the Executive Committee should not 
have the -rhole power, because it is quite competent to draft rnles 
9£ this character, and so what is the ·use of appointing a small com
mittee again' 

The Chairman: You cannot expect the Executive Committee 
to draft rules and regulations •. ~ First of all, the small committee 
will have to prepare a skeleton .. nd place it before the Executive 
Committee to mak;e alterations,'· etc. Then. again it will be sent 
over ,to the Member-Bodies. If there is confidence in the Executive 
Committee, then you better say so. You ar'e, ~lr. Dabke, over-sus
piciou8 in these matters. I think we have already decided that 
the Executive Committee 8houl1 appoint a small committee. Now 
what is there to distrustt~' 

Mr. Dabke: My point wa~ that this drafting work could very 
well be done by the Executive Committee itself. 

- ~ , 

The Chairman: No, it cannot be done by the E..'<ecutive Com
mittee; Some of us have got no legal knowledge, probably the 
work will have to be entrusted to some lawyers. 
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Now, there is another resolution which Mr. Sidhwa has sent 
.in, and I will just read it out to the House . 

.A Delegate: He is the father of several resolutions 
(Laughter). 

The Chairman: This is his reso1ution:-

.. While 'reiterating its full faith and conftdence in the Execu
ti.ve Committee, this Federa.tion resolves that in future 

. all elections, recommendations and nomina.tions to bodies 
wherein· Federation may be represented should not be 
done without a previous refe.rence to theo ~em.ber-Bodier. 

"The Federation also resolves that in the event Clf Mahatma 
Gandhi not participating or retiring from the R. T. Con
ference, the delegates of this Conference will also auto
matically retire." 

Now, there are two portions of this' resolution. One is that 
the Executive Committee should 'not make any choice of its repre
sentatives to any committee 01' commission without referring / the 
matter to the .J':.lember-Boilies concerned, and the other is that if 
Mahatma Gandhi does not attend the Round Table Conference, 
then our delegatioo also shoul<i not attend. 

i.. Delegate: I understand that that u!ldertaking has alreadJ' 
been given. 

The Chairman: That is the' mandate of the Executive Com
mittee. 

. . . 
Mr. M. A. Master: Could you oblige the House by reading the 

directions ,whic~ the Executive Committee have given. 

The Chairman: In fact, I said that in my speech day before 
yest~rday, and it is already on record. Now, I have got before 
me the exact wording of the re..ofntion. It is this: -

. '-l 
"The Committee also put on record that in the event of 

Mahatma Gandhi not going to the R. T. Conference owing to diffe
rence of opinion or a grievance allainst the Governm~nt. then the 
d~legation should not go, but if Mahatma Gandhi does not attend 
the R. T. ('onference for any otber r~ason excepting the ODe 

stilted above, the President tbeu sball t!81l a m ...... ting of the, Com
mittee for eOllsillering the situation." 
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Mr.·Srikishandas H. Lulla: It does not :bind the delegation t'o: 
· this-Uif for any- reason 'Mahatma Gandhi is unable to go or parti-

cipate in the R. T. 'Conference." , 
\ 

-The Chairman: Iamafraid I have to say s~mething more on 
that", and so r wou1d ask the Press to please leave the hall for a 
short while, while we are, discussing this question •. 

\ '. . .-

, At this stage the Press representatives left the halE 
" . 

·The C'JiairIrian explaIned to the House as to what considera
tions weighed with the Committee of .the Federation to arrive at' 
·fue· deeision referred' to above. After s()me discussion the Chair
man, on tile suggestion of Mr. Sidhwa, ascertained the sense of 

· th~ House and declared' that it was the sense of the House that' 
the, resolution should not be taken up. 

PATRONAGE TO INDIAN ,INDUSTRIES 

·,The Chairman: There IS ,a r~solution by Mr: Ojha. which he 
wants to move. I ·should like t() kilOW the sense of th~ House as· 
to whethel' they want to take up this ris,olution. It reads as fol-
low,s:-' .. ' -

.•• This 'Federation exp·ects that all Indian indust,rialiats who 
claim p~otection and patronage in any form should in their pur-

· chases and dealings and general policy give -the I!8me protection 
· and patronage to Indian ' industries, especially those concerus 
· Which are Indian owned and Indian manared. 'I 

I -~hould like to know the sense of the House-whether they 
want to take up that Resolution •. 

A delegate" ,Will I be in order if I point out to the House 
that the, North-Western Railway having Indian coal available is 

· not using Indian coaU I just wanted to know. 

The Chairman: We are not discussing the North-Western 
Railway. Is it your desire that I should m()ve it from the Chair r 

. The House gave its assent. 

The Resolution was then moved from the Chair and declared 
carried unanimously( 

~ ------
~FuU l~PQl't of the dist'U8SioD is printed aa a confidential document. 
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UNFAIR AC'l.'IViTIES OF' FOREIGN CONCERNSANl> ~HEm 
- EFFECT -m~ ·.INDI'AN ENTERPIUSES . 

. ' The Chairman : There is l>,Iio.tile~ Resolution fr~m Mr.D~.' ge 
wanted to move it a~a~ am:endment to· Resplution,.No:·4>but 1, 
told. him that .he' could nl>t mo've -it as ·.an amendment. ·Dut·.< could 

'. m~ve it lis a Resohltion, 80 that it ~ould be di~cussed. if. that \"as 
the desire 'of the House .. 

., . , 
(Here the' Chairman' read out the Resolution ~bout the tr~~ 

ways and. the unfair competition;againsi India';"bus o~erS/. 

· If you approve, 1 will !'Sit ldr.' Det~ e~plairi to' 'the. 1I01,18e 

why he think~ it nece~sary that. 'the' House .Ilhouid. disouss . t!$ 
ResolutiO!l' I shall give him five in,inutes ,t~. explain hill views • 

... 
Mr. K. C.l>e (B. .andO. CJ:!amber>":' ]'Iy Resolution is as 

follows: 

. "Tli.iS. Federation de~ires to impress on :the G~vernment th(! 
neoessity ,of taking steps to protect, Indian enterprises, 
by putting a stop' to ,the. 'unfair. acuvjtieJf, 'such ,a~' rate 
war; by the foreign concerns against '.tbem and' request 
tbe Government to institute It thorough Imd impartial 

, publio inqUiry into the methods 'of: ,unfair competition 
carried on by the Calcutta Tramway. Company, . i..td., 

, against Indian bus owners." 

I w~t to point out that these foreign concerns are. trying 
· to put down the struggling industries' of. this country. We know 
that these foreig!!. concerns, ,wheaever their interests clash witb 
the interests of the Indian concerns. do not hesitate to. takcany 

· steps, fair or foul, to crush the India~ concerns. The present 
activities of the Calcutta Tramway Co., against the Indian- bU9 
owners are equally mischievouS,' if nut more; As you are prob
ably aware this company has a foreign capital and has' a mono
poly in the second city of the British Empire and uses that mono
poly to dictate its uwn terms. When the Indian huses, began to 
ply 'in the streets. of Calcutta, the, tramwaY' company at once re
dueed its rate.!l by one·third, beside'j giving lea .. -of. other conces
sions. such lIS mid·dU cllnctssions, montbly tiekets and 811- on. 
Their only object is to. drh-e out these Jndian competitors, so 
that U\ey ea\! ha\'!' their monopoly once again.· It will }Ie Dews 

- \0 .OInll of you' 'hat more than a crore of rupees.has been·invested 
in thi$ business. " -



"1'he Chairman:' Will you at this stage only explain why you 
think the House should consider'this Resolution Y 

. Mr. De: I will only say this .. If the present state of thing 
goes on, the Indian "bus owners will have to close their husiness. 
Not only that, hundreds of small capitalists and several thousandij 
of labourers will be unemp~~yed. About more than a crore of 
rupees will be lost to the country. So it is essential that the 
House should pass this Resoluti6~ urging Government to set up 
an inquiry. 

\ 

The Chairman: Would you like to make this Resolution of 
.. general character f We have no statistics before us about the 
rate war and the way Indian bus owners are suffering from it. 
If the Federation after making inquiries thinks that this Resolu
ti~n should not have been passed, it would "look bad .. 

A delegate: On a point of information. Have the trade or· 
ganisations taken any steps in the matter before they approached 
the All-India Federation Y' 

Mr .. De: Representations have been made to the Federateil 
Chambers of Commerce and the syndicate.. They are trying to 
give redress if possible. 

A delegate: Grievances of this character could be found in 
every corner of India. I think before we do anything here the 
local organis~tions should take up the matter' first. If it is neces
sary t(} make an all-India effort. the Resolution should be worded 
in more general terms. Moreover the Federation ~as collected 
no statistics and it must have -reliable information before it. 

The Chairman: Would you (Mr. De) hdve any objection t(} 
make it of a general character' 

Mr. De: No. 

The Chairman: I would make the Resolution general and it 
would read as f(}llows: 

. "This Federation desires to impress (}n G(}verument the 
necessity of taking steps to protect Indian enterprises by putting 
a stop to unfair activities such as rate W8Il' by the f(}reign con
cerns &gainst them and requests Gove,rument to institute a 
th(}rough and impartial public inquiry and to gra.nt relief where 
grievances of the nature exist." 
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The Resolution was declared carried: 

The Chairman: It is now getting 'on to 1 o'clock and if there 
are any gentlemen who have not received voting paper, will they 
'please come and take it' 

The Chairman: There is a Resolution on the supplementary list 
of Resolutions, which was not adopted by the' Exeuutive commit
tee, from Mr. Sodhbans. The Resolution Is as tollows: 

"It has been often noticed that for want of up-to-date statis
tical books and other important 'publications the Indian 
memb~rs of the Central LegislatUre and others who lire, 
working for the cause of Indian Commerce and, Indus
tries, are greatly handicapped in collectirig information; 
therefore this Federatiolt resolves that a, Central Library 
be established at Delhi. In order to 'achieve this object 
this Federation requests the affiliated Chambers' and As
sociations to send regular contributions annually or 
monthly and other public-spirited Indians to send dona
tions 110' that the Central Library' and Secretariat, may 
be establish,ed as early as posslDle." 

I think that matter has already been discussed. 

A delegate: What action has been taken' 

The Chairman: Action cannot be taken because you are sim
ply inviting fund9. 

Lt. Sodhbans: I think the House is not yet ready for 
tile Resolution. 

The Chairman: ~ntlemen. ,Lt. Sodhbans is not desirous of 
pre~sing it. 

Mr. Sidhwa, do you want to insist on a poll being taken of 
those in favour of and those against the Companies Amendment 
Act Resolution favouring an amendment of the Companies AcU 

Mr. R. K. Sidhwa: Yes, because it is a very important matter. 

(A poll was taken, ,reSUlting .in.14 on. this occasio~ in favour 
of the resolution instead of 19 on the previous occasion) •. 
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, Mr. R. K Sidhwa: Perhaps me~bers have not thoroughl, 
unde~stood what they were votIng for. There is a mixture of 
issue9. 

The fuial poll resulted in 14 for and 25 ~oting against the 
Re~olution ... ' • . 

.. The Chairman: 'Now" gentlemen, there is -only one item 
<H business left. Afte)." lunch I propose to - an-
;nounce the 'results . of the 'election, and we, can 
have a vote on one or two' things. Unfoctunately. our 
.President even to-day is not well, but 'he has sent a message. But 
'before 1- adjourn, I' should like to ask Mr. Isserdas II he would 
·like.tooffer some. observations' which he intends to make about 
. the meeting place of the Federation. " 

'Mr .. B. Das: You. said, Mr. Chairman, you woU:ld, appoint a 
coinmittee to revise rules and regulations. 

, The Chairman: Yes. 

Mr. Isserdas Yarilldmal (Karachi'Indian Merchants' Asso~ia
.tion)' Sir. on' behalf; of' Karachi I move that the next annual 
meeting of the Federat,ion beheld at Karachi. If"gentlemen, you 
eome to Karachi, there will not only be 'nO trouble but you will 
all be happy.' Karachi .is neither too· cold ,nor too hot; but is 
temperate. The' Congressmen have .all been satisfied, with Kara
chi. If you do come, gentlemen, we will do ali we can for you. 

, A delegate: i suggest that this' year will be a most important 
year· and ·that. the meeting . should be held in Delhi, but we might 
suggest to t~ose gentlemen who propose Karachi that the next 
session should be held' in' Delhi but that the. session next after 
th~t sho~ldhe hcld at Karachi. ' 

Mr. Isserdas Yarindmal: As the~e 'has been a most successful 
session of the. Congriss in .Karachi, I presume you will all 'agree 
that, the most' successful session of t)1e Federation will. also take 
piace in Karachi. 

Lieut. Sodhbans:. Sir, last year I was under the impression 
that the sessi()n was. to take place at Lahore, but Lala Shri Ram 
and other friends asked me not' to persist as owing to the session 
of the Asse~bly all the members of the Assembly shall be her" 

eList· of persons who .voted IIIf and against tile ReSOlution is.~civeD. AI 
Appendii ''B'' . 
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~an~ at the S8.l'letime beca~96 'it would be' conveni~nt to th~ 

Government members ~nd' that theref.ore it. would' be' desir.able 
'that the' session should be held in; Delhi; So my, Chamller did .not 
insis~ on their propOsal, "in }he iilterests,' of, general harmony 

, amoilgst the different .bodies as ~ell '3S for the, proper fW1ctionmg 
of the Federation.: M!?reoverj Delhi 'no doubt i9 a central, place, 
being the headquarter~ o'f the Government, of India in ',~inter and 
easily access,ible from all sides-from Bombay, from Calcutta, from 
th~ North-West ~ronti~r Province, from ~ahore, from Karachi, 

, and all other places, andmorebver this was the, place' from which 
the Hindus ruled, and this was ,the place from where the Malio- , 
'medans ruled a!ld. this i.s the' place'from. which, the British,are 
ruling. t therefote ,9uggest that,the session shou~dalway8 be heIdi 
in Delhi. Soone apprehend it might .01' 'might not be lucky,' but 
that ihing need'. . not be. seriously considered.. My friendfro~ 
Karachi 'said that' the· se~sionshoiJJ.d he'hel(1 in Karachi because 
the Congress have had' a successful session there, but that·js no 
valid reason.. The Congress, is a political body, it 'has' to do some 
I>thel) work apart' from the coostitutional advancement;' it has to 
arouse the feeling of the people for' politicar propaganda" , Well, 
it.is nota questioh of propaganda here,-it is an organisation' of 
capitalists. (Some deleglltes: Question).-I melUl, not capitalists 
but businessmen; .AS busill,essmerL:we ha ~e ~ lopk ~t things .from' 
a different point ,of view'; and from our point Qf view I think w~ 

, Ilho~ld hGld that tile' se~ion should always be held' at Delhi and 
nowhere ~lse.' ' , ' 

Mr.B. S. Dabk~, <lIIaharashtra - Chamber): I rise to invit~' the: 
next session ,of the 'Federation ,to Sholallur in Maharaslitra. Sho: 
lapul' is an' important industrial city, and 'wew()uld' much like ' 
tbe Federation t,o meet t~~re next year. I think ~ur 'Karachi 
friends should,not be tOQ greedy, as thet. have had a very success-

'ful session of the Congress tl;tis year, and I hope Gur frieilll.s who 
are here ",ill unanimously welcome our invitation. 

Mr. M:ab~med Ismail (S. I. Skin and -Hide Merchants' AssO
ciatiOOl): May I ,say a few words on behalf of the poor people of 
lilldrast If it is a question of provinces, well. mY .. province has 
had very few chances. very scanty chances of being honoured by 
nllving, there, such an aug~t session.as that of the Federation. 
,-herefore, we think that we should be honoured again. It will be 
after three years' that·we will have an opportunity of welcoming 
you in !t[adrlllS. Therefore I cC>rdially invite -the Federati"n -to 
ho'Id its next session in Madras lind I hope that the friends assem
bled here will not grudge this privilege to Madras next year. 



Mr. Hoshang N. E. Dinshaw (Buyers and Shippers Chamber, 
Karachi): I strongly support the resolution moved by my friend 
Mr. Isserdas. Karachi had not had the honour of being the venue 
of the Federation. lIfaI)Y members have spoken in favOour of 
internal- centres from the commercial point of view, but I want 
them to realise the importance of port towns. Let them' come 
to the ports and realise how they pulsate with life. We shall be 
only too happy to have the Federatio·n in Karachi next year and 
I request that all the opposition to it will. be withdrawn. 

Mr. Faldrjee Cowasjee: Sir, it is a standing invitatio\l from 
Karachi, but the practice has always been that the President has 
always had a free hand "to fix the venue for the succeeding meet
ing. That being the case, I think we should leave it to the good 
graces of the President and if he feels that the circumstances are 
such that he can accept the invitation 'from Karachi, I' hGpe he 
will db so. 

Mr. Begraj Gupta spoke in Hindi in support of the proposal 
put forward by Mr. Fakirjee Cowasjee. 

The Chairman: I think we never decide in the open House 
a~ to where we should hold the next meeting of the Federat;on, 
but the feeling ,of the .House has been recorded 'and the Execu
tive Committee will keep them before' their eyes when they fix 
the venue of the next session. I may however warn the members 
that it is not It profitable proposition to invite the Federation. 

'We shGuld now adjourn because there is . nothing left on the 
Agenda except the a~nouncement Gf the _election results and the 
vote of thanks. 

The Session the!' adjourned for lunch till half past two of the 
,clock. 
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AFTERNOON SESSION 

Thursday, the 9th April I93I-2-JO p.m. 

The Session commenced with Mr. G. D. Birla in the Chair: 

ELECTION OF OFFICE-BEA~ERS ' 

The Chairman: Gentlemen, we have now only two more items 
'on our ag,enda, one is the announcement of the result of election, 
and the other is the vote of thanks to the' President. I will first 
of ,all announce the results of the election. Altogether 86 votes 
were recorded" of which the follow~g secured the fonowing 
votes:-

·Myself (Mr. G. D. Birla) 
Sir Pm:shotamdUis Thnkurdas 
Seth Walch and Hirachand 
Mr. Nalini Ranjan Surker 
Sir Chnnilal V. MehtB 
Lala Shri Ram 
Mr. Kasturbhai Lalbhai 
Mr. Ranchordas H. Ga.ndhi 
Mr. M. A. Master 
Mr. Fakirjec Cowasjee 
Mr. Hussainbhoy A. TJnlji 
Mr. M. L. Dahanultar 

79 
78 
63 
59 
54 
50 . 
49 
46 
4(; 
,42 
42 
41 

Two Honorary Treasurers have been elected, 'Mr. D: P. Khai
tan getting 73 vo·tes and Mr. R. L. Nopani securing 52 votes." 

Now, I will move a vote of thanks to the President. 

"This annual meeting of th~ Federation records its warmest 
appreciation of the services ,rendered to the country and, to the 
Federation by the retiring President Lata 'Shrl Ram and for the 
very able manntil' in which he directed the aff&irs of the Federll
tion during a period full of difficulties for the t.rade anei. indus-
tries of India." ' 

Gentlemen, we all wish that Lalaji had been here to-day to 
receive our thanks Rnd congratulations. Unfortunately, for th~ 
last few days he has been keeping very poor health_ 'Those :who 
saw him working hard in the committee meetings wllich were held 
in Delhi for continuously two days could bear testimony t& hi~ 
pati~nee 81ld Ilis >ability to work hard. He worked so hard that 
h~ v~ry Il~arly collaps~d in the c,!mmittee meeting. His health 
was so vpry poor, that we all very much wished him to take eom-

"FuJI Ii.t of tbe Om.e·Bearers Is ,printed as Appendil: "C," 
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plete rest, but he did not,like t'o shirk hi9'{Iuty; The next -dllY 
,'when we assembled beTe tohellr Mahatma Gandhi's address in 

this hal( he "ame here in spite, of his poor health, and whpB I 
asked. him how he,was feeling; he' said, ~'Weli, Gandhiji's presence 
has been 'an inspiration to me and, I hope I will be able, to go' 
through." But a9, you an' saw, he collapsed again in. the midst 
of his speech, and since, then"although he is slightly better, he ' 
has no. fully, recovered. I, need hardly say all about his hard 
work. He hilS to work, in e1<traordinary times. There' was econo
mical depression. There was politica1' unr~st 'in. the country, and 

, the trade and indu.'itry was passing through very serious position. 
In these hard times Lalaji"had to work very haM, and thoS!!, of 
us whQ.saw him working,cm'beat testimony, to his ability, ami
able' character, to his sense of duty, to his sense of justice and 
his-impartiality. (wish, geptlemen, that he were here this after· 
noon:' in' our: midst t{) receive 'Our congratulatioM. I. h{)pe you 
will all join 'me in cpngratulating him for ' the' excellent service 
which he rendere,d to the Federation duri,ng the last 12 months 
and receive this resolution, with acclamation. (Applause). I hope 
he will recover soon, 'and I will ask the Secretary to convey this, 
niessage ,to Lalaji personally. ' , 

, Mr. Behram N. 'Karanjfa' (Indian Merchal).ts' Ohamber, Bom
bay):' Gentlemen, I have a very , pleasant duty to perform and 
that 'i., to propose our thanks to the Chairman. 

"This meQting tenders-fts warmes~ thanks to' Mr. G. D. Birla 
who conducted the 'proceedings of thiS Federation with marked 
abilit~, tact; r;ou,Ttes.y and impartiality." (Ap}llause). 

You know, gentlemen, that '~uch resolutions are only formal 
nnll conventional, but having watched the, proceedings that 
Mr. Biria hail conduc\ed for the last three days' with cool11ead 
~d in spite of provocation he was so patient 'In' hearing that he 
gl've his llQllftesy and' consideration to each and every'member, 

.. and you, gentlemen, will agree "with me that we . could 'not havf 
a more capable and adorable Chairman. (Hear, Hear.). Gentle
men: in. our (lomme,reiaI community we 'are not rich. 'in men" con
versant' with the rules of debate and endowed with ability to 
govern' meetings but among the few statesmanlike membera that we 
are proud to claim in our Federation, Mr. Birla stands conspicuous. 
'(Applause).' " 

Lt. Sodhbans: Gent\emen, it is my pleasant duty to second 
the ,resolution moved' by my "friend, Mr. Karanjia; to thank our 
worthy ,Chairman, Mr. Birla .• During the course of our disens

, sions there were sOlDetime~ some breezes. Of courae,' these things 
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.alway~ happen in the'Murse of deliatM, but without these Occlj.-
'. 'siona! breezes the whole business would have beeu,a,' very tame 

affair., (Laughter). We wa'!t sometimes Bh~jas with some,chillie~, 
because it, creates good taste. ' 11} fact, 'we come here with one 
motive and that is to 'render I\; ser~ce,-to our country fot: 'thll. 
advancement of .industry, trade' and commerce -so: that we may be 
masters in our own country at least, When wl\' come here' with 
this noble idea, it is essential that We must have,'harmony,' but 
S'.lDletimes there are bound to 'lie dilIerences of, opinion; but, from 
such Ciifferences' of opinion it should no~ be thought, that we have 
no respect for one another; it does not mean that we have ·no 
respect for the pioneers of trade' and industry, for men' who are 
WOrking for the advancement of, trade, and coinmeroe. With. this 
idea we are all h~re, and we arl! all lli!animous inholding that 

, Mr. 13irla has discharged his duties ,in a JIIost admirable 'manner' 
with cool.headed~esB. That is why l' am, seconding this' proposi-
tion. (Applause). ' 

Sir Purshotamdas Thakurdas: I, think the resolution' may be' 
put to the meeting, and, I hope you will a~ carry it' with .acclama
timl. 

The resolution was 'carried with acclamation.' 

Mr. G: D. Birla (ChairIllan)'- Gentlemen, it is very kind of ',00 to pass a vote of ilulnks f~r the little service, which I ~endered 
you during the laRt,two days, if. you may so call it at all. When 
I, stcpped in the Chair, I did _"0 with a ,mixed feeling, I knew that 
the task was not such which could be, envied. ,At the' same tum; 
I felt the consolation in the fact that J was relieving Lalaji of his 
onerous duties which on account of his ,bad health be 'was not oble 
!o, undertake. ' 

,I had another, 'consolatio~ that ,mstead of Lalaji 
I had to bear the brunt or' some friendly critici~lIl. I must say, 
however, whatever be the ostensibl~ appearanc~ of the' breeze9 
refprred to by' ,Mr: Sodhb~ns after all they we"'; exercising II 
healthy cheek on the administration ot the Federation and I know 
fully ,w'11 that they.)Ver .. all well meant and Calculated to promote 
the interpst of the Federation. Now, ge.ntit'men, before I eonclude 
to-day's session I should like on your l)ehalf to express our thanks 
first'to ourserutillisPI"1, Mr. B. Das and Mr. J. K. 1t{phta, wbo 
took the trouble of scrutinising the votes. Secondly, r should 
like on your bl'half to express our thanks to the Delhi Univenity 
authoritil's Who gave us thiJI hall and last, but not least l would 
like to expres.i my thanks on your behalf to our able Secret9ry 
who ha~ been conduoting his' business very e~ciently. I, should 
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also like to thank the volunteers who have been performing a 
very difficult task of att~nding to the delegates during the last'. 
three days. Before I ooncIude I' should like to read a small 
message which the retiring President has sent to me: He says: 

MESSAGE FROM THE RETIRING PRESIDENT 

"Fellow Delegates, 

Allow me to. apologise to you all for my inability to be present 
during your deliberations owing to my sudden illness. During 
the tenure of my Office as President of the Federation, I ho.ve 
received encouragement and assistance from many of you for which 
J owe you a debt of gratitude. The meetings of our Executiv~ 

Committee were well attended; and· it was very gratifying to me 
to 'find so much harmony and goodwill among our members. 

During the year under review, we were unable to hold any 
meeting at Calcutta as most of the members found Bombay more 
convenient owing to a variety of circumstances. But this must 
not be taken to imply that we in any way belittle the importance 
of Calc~tta as a great commercia:! centre. 

I am aware that much of what has been done during the year 
has been due tOr the ungrudging co·operation of so many friends 
and I must once again thank the members of the Federation for 
the help and guidance they have given to me. I am: particularly 
grateful to Mr. Birla for having presided over this Annual Gene
ral Meeting in my unavoidable absence. Last but not the least 
J must thank Mr. Mulherkar, our SeGretary. I cannot . sufficiently 
thank bim for the intelligent and hard work that he has done 
throughout the year willingly and cheerfully. 

1 regret that circumstances beyond my. control should 11ave 
prevented me from coming over personally to thank you all for 
your indulgence.;' 

Now, gentiemen, I have lastly to thank the brother delegates 
who have come to this place from very long distances in this hot 
weather. Let us all 'hope, whether we meet at Karachi or Lahore 
or Delhi or som~ other place, when we meet next year we shall 
meet as free men in a free country. (Lpud applause). , 

Mr. M. L. Dahanukar: Before we part we have another task 
to perform and it is cet:tainly a pleasant task. We all sincerely 
thank the past Executive Committee who have carried on t~eir 
deliberations .so strenuously and at such great sacrifice in a time 
of big national upheaval. (Applause). 

The proceeding.9 of the Annual Session of the Fedoration. then 
eame to a close. 
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List of Member·Bodies of the Federaiion of Indian Chambers 

of Commerce and Industry with their Representatives. --,----
Names of Members. 

1. The Ahmedabad Mill
owners' Association, 

'Ahmedabad. 

2. 1I1illowners' Association, 
Baroda. ' 

3. Bihar &' Ori""a Chamber 
of CQmlnerce, Pa tna, 

4. Behar & Orissa Mica 
Association, Giridih. 

h. Bengal National Cham. 
b~r of Commerce, 
Calcutta. 

6,. B~ngal Jute D~al .. r,s' 
Association, Calcutta. 
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Names ·of Representatives. 

1. Si-r Chinubhai Madhawlal, 
Baronet. 

2. Sheth Kasturbhai Lalbhai. 
3. Sheth Ramanlal Lallubhai. 
4. Sheth' Himatlal Kalidas. 

1. R. R. Sheth Trikamlal Girdher-
lal, Zaverchand Laxmichand. 

2_ ShethChandulal Keshavlal. 
3. Mr. Devida. H. Shan. 
4. Mr. Ishwarabhai C. Sheth. 

1. Hon 'ble Rai Bahadur. Radha 
Krishna .r alan. 

2. ?t[t;' n: Das, ML.A. 
S. :r.!r. Balkrishna Da!3. 
4. !llr. K. C. De. 

1. 
2. 
3. 
4. 

1. Mr. Jadu Nath R,oy. 
2. Mr. Nalilli Ranjan Sarker. 
3. Mr. P. C. Coomar. 
4. Mr. K. K. Mitter. 

1. :r.Ir. Chiranjilal Layalka. 
2. Mr. Prablltu\ayal Himah<ingka. 
3. 11ft-. Bansidbar Jalan. 
ii. Mr. NaTayandas Bajoria. 



Names of Members. 

7. Bombay Bullion Ex" - . 
change Ltd., Bombay. 

8. .Bombay Shroff Associa
tion, Bombay. 

9. :Burma Indian Chamber 
of Commerce, Ran. 
goon. 

to. Buyers & Shipp~rs Cham· 
ber, Karachi. 

11. Delhi Hindustani Mer. 
cantile. ~ociation: 
Delhi. 

12. Delhi' Factory Owners' 
Federation, Delhi. 

13. East India Jnte Assc· 
tion, Ltd., Calcntta. 

14. Grain Merchants' Asso. 
. ciation,' Bombay. 
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Names of RepresentativeL 

1. Mr. Lachhamandas Karakchand 
Daga. 

2. Mr. Maneklal Premchand. 
3. Mr. Chunilal B. Mehta. 
4. Mr. Gordhandas Purshotamda& 

Sonawala. 

1. Mr. Mangaldas Motilal Sheth. 
2. Mr. Chunilal B. Mehta. 
3. Mr. Mohanlal AmbalaI Parikh. 
4. Mr. Chunilai Vrajlal Mody. 

1. Khan Bahadur Ahmed Chan. 
doo. 

2. Mr. S. A. S. Tayabji. 
. 3. Mr. Ranchordas H. Gandhi. 
4. Hon'ble Mr. A. Hamid. 

1. Mr. )'akirjee Cowasjee. 
2. Mr. C. A. Buch. 
3. Mr. Jamshed N. R. Mehta. 
4. Mr. Hoshang N. E. Dinshaw. 

1. L. Ram Pe~had. 
2. L. Ameer Chand Khosla. 
8. S. Lakshmi N arain Gadodia. 
4. S. Murli Dhur. 

1. Lala Shri Ram. 
2. Sirdar Bahadur Sobha Singh. 
3. Mr. N. G. Bhagat. 
4. Mr. Baij Nath Syal. 

1. Mr. C. S. Rangaswami. 
2. Mr. J. L. Pandit. 
3. Mr: Motilai Lath. 
4. Mr. Basantlal Murarka. 

1. Mr. Nandlal Kilachand . 
2. 11k Dhanji Devsi. 
3. Mr. Ratilal Mulji Gandhi~' 
4. Mr. 1:Iabibbhai Ismail. 



Names of Members. 

15. Gwalior Chamber of 
Commerce, Lashkar, 
Gwalior. (C.I.) 

16. Indian Chamber, of 
Commerce. Calcutta. 

17. Indian Chamber of Com
merce, Coiro ba tore. -

18. Indian Chamber of Com' 
merce, Laho.re. 

19. Indian Chamber of Com
merce in Great Bri

. tain, London. 

20. Indian Insurance Com
panies' Associa ti,on, 
Bombay. 

2l. Indinn Merchants' Asso
ciation, Chittagotlg._ 

22. Indian Merchants' Cham
ber, Bombay. 

( iii ) 

Names of Representatives .. 

1. L. Ramjidas .Vaishya. 
2. Mr. N. M. Shah. 
3. Mr. J. P. Jhalla. 
4. Mr. B. R. D. Kotawalla. , .. 

1. Mr. D. P. Khaitan. 
2. Mr. G. D.-Birla. 
3. Mr. S. K. Bhatter. 
4. Mr. Anandji Haridas. 

1. Mr. R. K. Shanmukhan Cllet~ 
tiyar, M. L. A. 

2. Mr. P. S. G.Ganga Naidu. 
3.' Mr. B. A. Padmanapa Iyer. 
4. Mr. V. Arunachalam Chettiar. 

1. L. Harkishan Lal. 
~. Raja Sir Daya Kishen Kaul. 
3. Mr. K. L. Gauba, J}ar-at-Law. 
4. Lt. P; S. Sodhbans. 

1. Sir Shapurjee B. Billimoria, 
Kt:, M.B.E. 

2. Seth Kasturbhai Lalbhai. 
3. Mr. M. A. Master. 
4. Mr. Gaganvihari L. Mehta. 

1. Mr. K. S. Ramachandra lyer. 
2. Mr. J. C. Setalvad. 
3. 
4. 

1. Babu Jasoda Lal Ghosal. 
2. 
3. 
4. 

1-. Sir Chunilal V. Mehta, 
K. C. S. L 

2. Mr. Behram N. Karanjia. 
3. Mr. Hoo.seinbhoy A. Lalljee. 
4. Sfr Purshotamdas The.kurdas, 

Kt., C. I. E., M. B. E. 



Names of Members. 

23. Indian . Miriing Federa
tion, Calcutta. 

24. Indian National Steam· 
ship Owners' _ AssocI· 
ation, Bombay. 

~5. Indian Produce Asso
ciation,' Calcutta. 

26. Indian l'ea 
. Association, 
guri. 

Planters' 
Jalpai-

27 .• Jute Balers' Association, 
Calcutta. 

28. Karachi Indian Mer
chants' Association, 
Karachi. 

20. lVlaharashtra Chamber of 
Commerce, Bombay. 

(iv ) 

Names· of Representatives. 

1. Mr. S. C. Ghose. 
2. Mr. A. L. Ojha. 
3. Rao Bahadur D. D. Thacker. 
4. Mr. K. Basu. 

1. Mr. Jamnadas M. Mehta, B.A.,/ 
Bar-at-Law. 

2. Mr. Walchand Hirachand. 
3. Mr. M. A. Master. B.A., LL.B. 
4. Mr. KaikO>bad C. Dinshaw, 

.J. P. 

1. Babu Rameshwar Lal Nopany. 
2. Babu Gaurishanker Dalmia. 
3. Babu Goverdhandasji K. Bhatt. 
4. Mr. P. D. Himatsingka. 

1. Mr. Joges Chandra Ghose, B.L. 
2. Mr. Debes Chandra Ghose. 
3. Mr. Biraj Kumar Banerjee, 

M. A., B. L. 
4. Mr. Nalini Ranjan Ghose, 

M. A.; n.I •. 

1. Sj. Rameshwar Lal Nopany. 
2. Sj. Sitaram Saksedia. 
3. Sj .. Madanchand Gouti. 
4. Sj. Khoobchand Sethia. 

1: Lala Jaswantrai Churamani, 
M.A. 

2. Mr. Srikishandas H. Lulla, 
M. A., LL. B. 

3. Mr.' R. K. Sidhwa . 
. 4. Seth Isserdas Varindmal. 

1. Mr. Walch and Hirachand. 
2. Mr. M. L. Dahanukar. 
3. Mr. B. S. Dabke. 
4. Mr. S. P. Ogale. 
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Names of Members. Names of Representatives. 

,30. Marwari Association, 1. 
Calcutta. 2. 

31. Marwari Chamber of, 
Commerce, Bombay., 

32. Mysore Cha1l!ber of· 
Commerce, Bangalore. 

33. Native Share & Stock 
Bruk8l'8, Association, 
Bombay. 

34. Nattukottai Chettiyars' 
Association, Rangoon. 

35. St'eds Trad~rs' Associ. 
ation, Bombay, 

36. Sholapur 
Chamber, 

l[erchants • 
Sholapur. 

3. 
4. 

1. Mr. Lumandas Daga. 
2. Mr. Begraj Gupta. 
3. Mr. 'Kedarnath, Agarwal. 
4. Mr: Kishan Prasad. 

1. Mr. R. S. ;Maniam. 
2. Mr. S. G. Sastry. 
3. 
4. 

1. Mr. K. R. P. Shroff, J.P. 
2. Mr. Rajendra Somnarayari, 

B. A. 
3. lIlr. Jagmohandas J. Kapadia. 
4. lIlr. Amratlal Kalida.: 

1. Mr. M. Ct. M. Cbidambaram 
Chettiyar. 

2. 
3. 
4. 

1. Mr. Ratilal Mnlji Gandhi. 
2. lIlr. Nandlal Kilachand. 
3. Mr. Gordhandas Jamnadas. 
4. Mr. Nandlal M. Bhnta. 

1. Mr. Gulabchand 
Doshi. 

Hirachnnd 

2. Mr. Shivlal BhagwaDdas Gan. 
dhi. 

3. Mr. Nagappa Bandappa' Ka· 
dadi. 

4. 'Mr. Bhagwant Samhhnanna 
Kathale. 



Names of Members. 

a7. Southern India Cham
ber of Commerce, 
Madras.' 

38. Southern India Skin & 
,Hide Merchants' As
sociation, Madras. 

Namcs of Representatives. 

1. Mr. V. Ramadas PantuIu, B.A., 
B. L. 

'2. Mr. M. Jamal "'Iahomed Sahib. 
3. A. Ral!gaswami Iyengar. 
4. 1I1r. Vidyasagar Pandya. 

1. Mr. M. Jamal Mahomed Sahib. 
2. Mr. M. Mahomed Ismail. 
3. Mr. M. Sundaram Naidu. 
4. Dewan Bahadur M. Balasunda

ram Naidu. 

39. Telikanta Brokers' Asso- 1. 
ciation, Calcutta. 2. 

40. United Provinces Cham
ber 0,1' Commerce, 
Cawnpore: 

11. Indian Match Manufac
t u r e r s ' Association, 

Bombay. 

42. Deccan Merchants' As
sociation, Bombay. 

43. Indian Mercantile Cham. 
ber of Ceylon, Colom
bo. 

3. 
4. 

1. Lala Padampat Singhania. 
2. Lala Ra.neshwar Prasad Bagla, 

M. L. A. 
3. Mr. K. L. Gupta, B.A., LL.B. 
4. Mr. ~. N. Chopra. 

1. Mr. H. S. Mahomed. 
2. Mr. Yacoob H. Lalljee. 
3. Mr. Goolamhusein Matches-

walla. , ' 
4. Mr. Azi~·H. Abdoolabhoy. 

1. Mr. 'it. R. Bhat. 
2. Mr. S. M. Patkar· 
3. Mr. V. R. Dang;, 
4. 

1. 
2. 
3. 
4. 
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Result of' the Poll demanded by 'Mr, E, 11:, Sidhwa. on the 

voting on the Eesolutio.n relatiig. to Amendment of 

Companies Act, 

THOSE WHO VOTED FOE THE RESOLUTION:-

1. Mr, K, C, De, 

2, Mr, p, S, Sodhbans, 

3, Mr, A, C, Khosla, 

4, Mr, S, H, Lulla. 

5, Mr, Rum Pershad, 

6, Mr, C, S, Rangaswamy, 

7, Mr, B. N, Syal, 

8, Mr, R. K, Sidhwa. 

9, Mr, Boshang N. E. Dinshaw. 

10. Mr. Isserdas Verindmal, 

11. Mr. N. M. Shah. 

12. Mr. J. P. Jballa. 

18. Mr. Fakirjee Cowasjee. 

14. Mr. Rajendra Somnarayan. 

THOSE WHO 'VOTED AGAINST TBE RESOLUTION:-

1. Khan Bahadur A. Chandoo. 
2, Mr. Gaganvihari U. Mehta, 

3 . Mr, C. A, Buoh. 

4. • Mr. B. Das. 

5. Mr. B, S. Dabke. 

• 6. Mr . S. P. Ogale. 

7. Mr. Walchand Hirachand. 

8. Mr. Mahomed I;unail. 

9. Mr. Balkrishna Das. 

10. Mr. Begraj Gupta. 
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11. Mr. M. L. Dahanukar. 

12. ;Mr., Chunilal B. Mehta. 

13. Mr. B. A. Padmanapa lyeI'. 

14. Babu Jasoda, Lal Ghosal. 

15. MI'. K. L. Gupta. 

16. Mr. Ramanlal Ldlnbhai. 

17. Mr. Trikamlal Girdherlal. 

18. Mr. Iswarabhai C.- Sheth. 

19. Sir Pur"ho,tamda~ Thakurdas. 

20. Mr. D. P. Khaitan. 

21. Mr. B. N. ,Karanjia. 

22. Mr. Devidas H. Shah. 
23. Mr. Chandnlal Keshavlal. 

24. Mr. Khoobchand Sethia. 

25. Mr. Santosh Chand. 



APPENDIX .C 

OFFICE·BEARERS FOR THE YEAR 1931. 

, P~esident. 

Mr. M. Jamal Mahomed Saib, M.L.A: 

Vice.President. 

Mr. Walchand Hi1'8chand. 

Members of the Executive Committee. 

1. I.ala Shri Ram (Delhi Factory Owners' Federation, 
Delhi). 

2. Mr. O. D. Birla (Indian Chamber of Commerce, 
Calcutta). 

3. Sir Pur.shotamdas Thakurdas, Kt., C.I.E., ;M.RE., 
(Indian !llerchants' Chamber, Bombay). 

4. Mr. Nalini Ranjan Sarker (Bengal National Chambet> 
of Commerce, Calcutta). 

5. Sir Chunilal Y.: Mehta, K.C.S.I., (Indian 
Merchants' Chamber, Bombay). 

6. JIll'. ,Kastul'hhai Lalbhai (Ahmedabad Millowners' 
Association, Ahmedabad). 

7. Mr. Ranchordas H. Gandhi (Burma Indian Chamber 
of Couunerc'e, Rangoon). 

S. Mr. M. A. Master (Indiai:iKational Steamship Owners' 
Association, Bombay). 

9. Mr. Fakirjee Cowusjee (Buyers' and ShippeN' Cham. 
bel'. Karachi). 

10. Mr. Hooseinbbo~' A. Lalljee (Indian Merchants' Cham
Iber, Bombay). 

11. Mr. M. L. Dahanukar (:\Iaharashtra Chamber of 
Commerce, Bombay). 
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Honorary Treasurers. 

1. Mr. D. P. Khaitan (Indian Chamber of Commerce, 
Calcutta). 

2. Mr. R. L. Nopany (Indian Produce Association, 
Calcutta). 

Co· Opted Members . 

• 1. Mr. B. Das, M.L.A. (Bihar and Orissa Chamber of 
Commerce, Patna). 

, 

2. Raja Sir Daya Kishen Kaul, K.B.E., C.I.E., D.B. (Indian 
Chamber of Commerce, Lahore) 

3. Lala Padampat Singhania (U. P. Chamber of Com. 
merce, Cawnpore). 

4. Mr. Ambalal Sarabhai, Ahmedabad. 

5. Mr. Mahomed Ismail (Southern India Skiy. and Hi~e 
Merchants' Association, Madras) .. 

Il. Mr. Jogesh Chandra Ghose (Indian Tea Planters' 
Association, Jalpaiguri). 

Secretary 

Mr.-D. G. Mulherkar. 
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'Federation of Indian Chambers of 
Commerce and Industry 

Proceedings 01 the Filth Annual Meeting held in Delhi on 
Saturday the 26th March, 1932 

The Fifth Annual Meeting of the Federation of Indien Chambers of 
Comme1'OO and Industry wu held at Delhi University Convocation Hall, 
Delhi, on Saturday the 26th March, 1932, at 3 p.m. wben the following 
repreaentativea of the Member-Bodiea were present:-

Mr. Walchand Hirachand; Sir Purahot&mdu Thakurdas, Kt.: C.I.E., 
M.B.E., Mr. G. D. Birla, Lala SOO Ram, Mr. Nalini Ranjan Sarker, Mr. 
Fakirjee Cowasjee, Mr. D. P. Khaitan, Mr. Ranehordae H. Gandhi, Mr. M. 
L. Dahanukar, Mr. B. Das, M.L.A., Mr. R. L. Nopany, Mr. M. A. Master,' 
Sheth Ramanlal Lallubhai, Sheth Himatlal Kalidas, Sheth Shantilal Mangel
du, Mr. Devidas H. Shah, Sheth Hira1al Motilal, Babil Balkriahna Daa, 
Lieut. Nalini Mohan Roy Chowdhury, Mr. P. C. Coomar, Mr. Suresh Chandra 
Roy, Mr. Devraj Mama, Mr. Lakshinivas Birla, Mr. P_ R. Shriniv8S, Mr_ 
Chunilal Bhaichand Mehta, Mr. H08hang N. E. Dinahaw, Mr. C. A. Bueh, 
Mr. Atmarpm Raoji Bhat, Mr. Ram Perahad, Mr. A. C. Khosla, Lala Padam 
Chand, Laia Baijnath Syal, Samar Bahadur SaMar Sobha Singh, Mr. Renu
man Pershad Bagaria, Mr. C. S. Rangaswami, Mr. S. C. Mazumdar, Hon'ble 
Mr. B. K. Basu, C.I.E., Mr. J. P. JhaUa, Mr. P. D. Tambat, Mr. Anandji &ri
du, Mr. G. L. Mehta, Lala Harkiahen La!, Bar-at-Law, Khan Bahadur Samar 
Habib UlJah, M. L. C., Bar-at-Law, Lieut. Samar Pram Singh Sodhbans, 
PL.A.!. (Lond.) Mr. A. R. Siddiqui, Mr. Y. R. Patel, Mr. S. B. Cardmaater, 
Babu Suresh Chandra Banerjee, Mr. A. D. Shroft, Mr. H. M. Desai, Mr. A. L. 
Ojha, Mr. S. C. Gh08e, Mr. J. N. Mukherji, Babu Lakshmi Narayan Poddar, 
Babu Indra Narayan Pandey, Mr. Premaukh Dasji Bhagat, Babu Raj Baha. 
dur Rohtgi, Mr. J. N. Sen Gupta, Mr. Debea Chandra Ghoae, Mr. Murli 
Dhar, Sj. Santosb Chand Bararai, Sj. Govindcband Bora, Sj. Gopicband 
Dhariwal, Mr. S. L. Lillla, M.A., ,LL.B., Mr. Balwant Shanker Dabke, Rae 
Bahadur L. V. Pophale, Mr. Kishan Prasad. Mr. Begroj Gupta, Mr. Gurdaaa
ram Agrawal&, Mr. Kedarnath Agrawala, Mr. Rameahwardaa Da1mia, Mr. 
Manmatha Nath Bannerji, Mr. Girlja Mohan Sanyal. Mr. Amalendu Sen, 
Mr. Sidhia Ranjan Biswae, Mr. Suresh Chandra Bhattacharjee. Among 
the Saoretariee deputed by Member-Bodiee to attend the Annual Session 
were Meeero. J. K. Mehta, M.A., K. Shama Iyer, Gobind Chand Bora, D. V. 

,Ke1k&r, and D. G. Mulherkar. ' 

In the absence of the Ptesident, Mr. M. Jamal Mahomed Saib, M.1..&. 
owing to illness, Mr. Walchalld Hirachand, Vi~President of the Federation, 
presided. 
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'rhe Chairman: Gentlemen, Our President, Mr. M. Jamal Mahomed 
Saib, is unfortunately not present here t()day owing to indi1ferent health 
to welcome you I\ll to this Session. He has sent his speeoh which I will 
1l0W -.sk the Secretary, Mr. MlJ\herkar, to read. 

(Mr. Mulherkar then read out the speech of !tIr. M. J'amlll 
l'rIahomed Saib.) 

Gelltlemen. 

I welcome you all to this Fifth Annual Session of the Federation. The 
year 1931 turned out to be a very eventful one. It was heralded by that 
famous agreement, the Gandhi-Irwin Pact which was a distinct landmark 
in the 'history of our constitution. As a result of that Pact the Indian 
.National Congress participated in the deliberations of the second session 
of the Round Table Conference and its sole reprellentative. l'rIahatma Gandhi, 
attended the session. 

Gentlemen, as you all know the Federation nominated as representatives 
of Indian commerce and industry. Sir Purshotamdas Thakurdas. Mr. G. D. 
Birla and myself to attend the second sessiolL Your representatives did as 
best as they could and kept themselves in close touch with Mahatma Gandhi 
in London particularly regarding matters relating to finance and commerce. 
Unfortunately for this country, the atmosphere in which the ...,oond session 
met was not very congenial for calm deliberations. On the British horizon 
were seen signs of a grave financi .. l crisis, an emergency Cabinet was formed 
and the country soon went to the polls. The anxiety to tide over the crisis 
was reflected in the thumping majority the Conservatives secured at the 
polls. Consequently, there came a thorough change in the Government of 
Great Britain. The Indian problem which once focussed the attention of 
Great Britain during its first stages seemed now less prominent in the picture 
when the British nation was faced with serious problems of their own. 
The Federal Structure Committee and the Minorities Committee of the 
Round Table Conference took a different turn. Moreover, it is miserably 
unfortunate that the minority question could not be solved and it hampered 
frank and free discussion of such important problem. as finance and com
merce with ita safeguards and reservation.. These important economic 
questions on which depended the whole of the economic life of this country. 
were only hurriedly taken up at the fag end of the session and the British 
Government did not then appear to be in a mood for an elaborate and 
thorough discussion of these things. However. taking all matters into con
sideration. I think that the way in which the' Conference terminated, need not 
inspire pessimism. aud it indicated that it was capable of more satisfactory 
developmenta. 

¥ ou lpiow the variQus Committees appointed to ca.., on the work o( 
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the Round Table Conference, but I am afraid that the atmosphere that is 
now prevailing iii the oountry is not oonduoive to a frank and cool exchange 
of views and a oalm oonoideration 'of things so necessary in' dealing with 
the many vitally importantsubjects conoerning the future constitution of this 
oountry, The Government's adoption of repressive polioy, rapid, promul
gatIon of Ordinances one upon another and the rigorous enforcement of same 
have tended to create an atmosphere of uncertainty and tension in the coun
try, It is not pcesible for anyone to expect trade and commerce to fare 
normally in such a surcharged atmosphere. I do not understand how the 
British expect to oreate a closer bond of friendship between India and Great 
Britain by following a policy and method whioh are being oondemned by the 
people including the commercial oommunity and the liberal leaders in the 
country. Friendship ",d also trade between the two, countries can only 
prosper if there is sufB.oient good-will between them and one caunot see how 
that good-will is bsing helped .by the present method. I fervently hope 
that the Government will recognise the necessity of adopting a polioy of 
reoonoiliation and help in the oreation of an atmosphere suitable for the oon
centration on, and calm consideration of. the great questions before tho 
country. 

Before I touch upon other events that happened in this country during 
the year under review. I should like to refer to one or two important pointe 
that were raised at the last session of the Round Table Conference relating 
-. administration of finance and oommerce in the future Government of the 
oountry. With the introduction of responsibility at the centre in the future 
Federal Government of the country. the question that will afteot us most is 
the administration of finance and oommerce. The British Government 
want oertain oafeguerds to be introduced in the oonstitution subject to whioh 
the administration of finanoe will be handed over to a popular minister. 
The objeot of suoh a propoaal aooording to their view is to maintain the 
financial stability and credit of India. But can there be any reasonable 
apprehension that the future popular minister handling the portfolio of 
finance would be less .... lous of the financial stability and credit of his own 
oountry than the alien nominee of the British Government under the present 
Aot I Can it either be said with reason that these oafeguards are neoeasary 
for oreating oonfidence in the foreign investors. when we find Britain giving 
substantial loans even to insignificautly small foreign nations without de
mMlding any eafeguards in the financial administrations of the borrowing 
oountri .. , One is rother led to believe that the am::iety is not simply to 
maintain the finanoial stability and credit of India abro&d. but to adjust 
the ourrenoy and exohango polioy of India to suit the financial and industrial 
requirements of the British nation. Suoh • belief can only be strengthened 
by suoh an aot as the most. deplorable interference by the Rt. Hon'ble the 
Secretary of State for India in September last in linking the Rupee to Sterling. 
When the British nation went oft the gold standard, the Govermnent of India 
acting in the best interes\a of the oountry issued an Ordinance IlUBpending 
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the obligation to sell gold or sterling against Rupee evidently with a mind 
, to let the rupee to find its own level. But within a few hours of this deci

sion and even when the Legislative Assembly wau in session, the Secretary 
of State for India reversed their policy and linked the rupee to the sterling. 
This I am quoting by way of an illustration to show how the interests of this 
country are subordinated to, those of Great Britain. The history of 'our 
currency policy will show how the British nation have been using their 
power of control an!I superintendence to the promotion of the interests of 
the United Kingdom and it is no wonder that with such a hiatory before 
them, those representing India who were competent to express any opinion 
on these matters were very nervous from the very beginning about the pro
posals of the British Government as regarda financial safeguards. 

Another important subject is in relation to commerce and problems 
connected therewith such as commercial discrimination and equality of trad
ing rights. At the Federal Structure Committee, Mahatma GandhI 8uggest
ed a formula to the efteet that "no disqualification not suftered by the Indian
born citizens of the State shall be imposed upon any persons lawfully residing 
in or entering India merely on the ground of race, colour or religion." 
The word 'discrimination' which was eo much used during the deliberations 
of the Federal Structure Committee ia certeinJy an unfortunately chosen 
word. The future Government of India would certainly not discriminate 
against any particular individual or firm or interest simply because he or 
it happens to be a non-national. The main idea underlying this demand 
for the right of discrimination, to my mind, is that the right of the future 
legislature of this country to enunciate a particular policy in the economic 
interests of the country should he left intsct. I tske this opportunity of 
appealing to the representatives of the British commercial community 
that if they would trust the future Government of the country and thus 
create greater good-will between the two communities, they would not have 
any orcasion to repent their action in days to come., As you know, 
eommerce cannot thrive without international co-operation and good-will 
between the various countries which are in trade relations with one another. 
India of the future date will certainly not like to remain isolated and it will 
he very difficult for her to shut out foreign trade and to wish to develop her own 
export trade with other countries. India in deciding upon a certain policy 
of protection to her own indigenous industry will, I am sure, take into 
account the eftects ofeuch a policy on her relations with other foreign countries 
of the world. I would, therefore, urge that though we are qnite prepared 
to have a clause in the statute to the efteet that there shaU he no discri
mination per .e against any non-national, Indi .. should he given the same 
powers which are at present enjoyed by the other component seH-govern
ing parts of the Empire in matters relating to finance and commerce of the 
country. 

l find, besides these two important points, another Fro!",""l on the a~nd41 



of the Consultative CommIttee oHhe Round Table Conference for consti
tuting the Railway Board into a Statutory body. This is a question which 
was not fully dealt with at the Federal Structure Committee. The Rail'ways 
of India, as you know, are one of the best assets of the taxpayer and consti
tute one of the largest assets in India. It is an important means of transport 
and a very llseflll means of bringing the distant parts of India together. 
In America and certain other oountries, railways are used as a useful weapon 
in the development of industries and the future Government of India will 
doubtleas make use of the tranSport facilities afforded by the net work of 
railways to put forth more and more facilities in the way of the growers of 
India's crops. The anxiety of the present admiiustration in India to turn the 
present Railway Board into a ststutory body on the eve of the inauguration 
of the new constitution is strange and I must record my voice of protest 
againet any such act at the present stage. When the new Government of 
India Act comes into force, the legislature of the country will be the best 
competent authority to lay down the future constitution of the Ministry of 
Transp9rt which would not only look after the administration of railways 
but also take care 01 the oonstruction and maintenance of roads and develop
ment of inland and coastal navigation. These three means of transport 
constitute a very important factor in the economic development of a oountry 
and the problem should not be tackled now as it is expsoted to be done by 
the Round Table Conference. 

Events in India during the year under report were not very assuring 
and the economio situation in the oountry worsened though there were occa
sional fitful ftashes of certain brightness as regards oommerce. Retrench
ment Committees became the order of the dey. Your Committee thought 
it advisable in June la.t to carry on some correspondence with the Hon'ble 
the Finance Member suggesting oertsin remedies to alleviate this tension 
suoh as reconsideration 01 the cuminoy policy and drastio retrenchment 
to the extent of one-third in the expenditure of the Imperial as well as Pro
vincial Governments. But it was more and more brought home to the 
Committee that the Government of India as constituted at present were not 
always able, in these thinge, to keep the interests of this country alone at the 
top. I have al_dy referred to how the moment the Government of India 
adopted a particular course as regards gold-etanderd in the best interests 
of the country, the Home Govepunont through the Seeretary of State for 
India reversed the course. Nothing resulted from the correspondence which 
was carried on by the Committee for nearly four monthe owing to an entin-Iy 
different outlook taken by the Government on the question of the curzenoy 
policy of the country. 

The decision of the Secretary of State for India to link the rupee to the 
sterling brings m. to another very disquietina feature of the year, I mean, 
the enormous export of gold from this country. India exported between 
September 1931 and :rebruary19S~. sold to the value of Rupees 50 mom. 
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india ne ... er exported gold on such I' large scale before. The phenomenon 
is p .. rticul .. rly distressing because the movement of gold is more or less pro
moted not by .. ny offer of specul .. tive profit but by economic pressure of 
forcing the poverty-stricken people of this country to part with their savings 
in the form of gold ornaments. One must understand th .. t in India owing to 
illiteracy prev .. iling amongst the masse. and p .. rticularly owing to the ab
sence of adequate banking facilitie., people have not cultivated the habit 
of keeping any bank accounts or holding their savings in gold-edged securities. 
They generally do not also find any enthusia.m in holding any industrial 
script which is to be attributed to a large extent .. lso to the apathetic attitude 
of Gove=ent towards indigenous industries. The illiterate masses, there
fore, follow .. safer course of converting whatever little they could s .. ve 
either into silver or gold ornaments.,-the poor peas .. ntry holding their sav
ings mo.tly in silver while the middle cl .... es in gold ornaments. Gold is 
not hoarded in India in the true sense of the word. These gold ornaments 
are called 'stridhan' of the family and are always held s .. cred .. nd are not 
subjected to speculative transactions. Nothing will prompt an I,!-dian to 
bring the ornaments of his family into the m .. rket merely to make .. profit 
out of the sale but the very faet that the orn .. ments are coming into the mar
ket for sale justifies the conclusion that in .. m .. jority of the cases, gold is 
coming as the result of str .. ightened circumstances of the Indians in various 
walks of life in the country. With the knowledge of these f .. cts before us, 
we c .. nnot help viewing with gr .. ve concern these enormous quantities of 
gold coming into the m .. rket for sale, which indic .. te the acuteness of econo
mic distress in the country. How long is the country to pull on the sales of 
gold is .. question worth consideration. That the outflow of gold is not going 
to last for a long time goes without saying. One is then faced with the 
question 'Wh .. t then' when the capacity of the people to stand the economic 
distress is being undermined by the disappear .. nce of wh .. tever gold that 
they m .. y possess at present, it does not behove the Government of the 
country to follow .. policy of indifference .. nd .. Ilow the yellow metal to leave 
the shores of the country undisturbed. One is at .. loss to understsnd 
that when countries like Canada, Australi .. , Sweden, Norw .. y, J .. pan, Egypt, 
Argentine .. nd several others which have ab .. ndoned gold standard, have 
prohibited or restrained to a gre .. t extent export of gold from their shores, 
India is unfortunately .. n unique instance of .. country, which, being off the 
gold standard, is not pl .. cing any embargo or restriction on the export of 
gold. Does not this unfortunately unique phenomenon make one think that the 
policy of Government is governed more by considerations of other interests 
than those of India 1 His Excellency the Viceroy said in his address to the 
Legislative Assembly in January last to the effect th .. t there was no public 
ground on which the prohibition of export of gold could be justified and that 
the export of gold .. t this stage was definitely and decisively to India's 
.. dvantage. But whether the export of gold is not in the interest of the coun
try will be strikingly apparent when one hasin mind the appeal made by the 
Chancellor of the Exchequer in the Parliament on the 9th February last 



asking people of the United Kingdom to seNe the public interests best by no~ 
selling gold coins at a premium of 33 per cent but by paying them into the 
GOvernment Treasury. The Indian commercial community asked -and is 
still asking with one voice for an immediate emhargo on the export of gold 
and suggested to Government to avail themselves of the opportunity thus 
offered by adding substantially to their gold reserves by purchasing gold 
offered for sale at a reasonable price by issning fresh currency against it, 
but there has come no response from the Government. If the Government 
had followed the advice offered by the commercial community, the currency 
could also have been expanded in a "more natural and safer way than 
the one now adopted, and the gold reserves could haTe been' also used at a 
future time to form th~ nucleus of the gold reserves that are required to 
launoh suocessfully a Reserve Bank for India. 
I 

May I take this opportullity to put a word of warning to those responsible 
for not checkillg these exports of yellow metal that as India constitutes one
fifth of the population of the globe, recovery of trade all the world over 
will to a great extent depend upon the recovery of this oountry from the 
economic ohaos which will ensue after the total pau~erisation of the masses 
of this oountry and sooner these facts dawn upon the Government of India 
and sooller they find out ways and means to improve the eoonomic condi
tions of the masses of the country, the bettar will it be not only for this coun-
try, but for the whole of the civilised world' 

Before I conclude, I wish to draw the serious attention of the Govern
ment authorities to the fact that India is mainly an agriculJ;uml country. 
The Indian agricultUrist, to say the least, lives in a state of perpetual semi
starvation. The IIgricultumi debt is estimated to be in the neighbourhood 
of 800 crore.. The freight policy of the Railway Board is not conducive 
to greater movement of agricultural produce from one place of consumption 
to another lind the long distance. over which the agricultural produce of 
one provine. is to be carried over to another in a country like India makes 
it well-nigh impossible for the agriculturist to secure adequate return for the 
produce of his eoil. Over and above this, he has to pay land revenue which is 
not commensurate with the produce that his eoil yields having regard to the 
great fall in the prices of commodities. Unless Government devise means 
of lessening the intarest charges which he h .... to pay on hi. debta, the econo
mio condition of the agriculturist can not fully improve. The land 
revenue policy of the Government ha.a also aggravated to a great extent the 
present agrarian trouble and distress. Mere grant of remissiOllll during 
lean years will not help him. The lands should be eo a.asessed .... to leave 
him sufficient margin to enable him to meet the daily!equirements of his 
farnily. If relief is given in th .... directions i.e. by way of deoreasing 
th_ debt liabilities, by oltering reduced railway ratee to stimulete greatar 
movement of agrioultuml produce and by adjusting land revenue 80 as to 
lea ... him .. fair margin. I am sure the preoent crisis, which is of ooune III~-
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Iy due to a substantial fall in prices all the world over, will be to a great ex
tent mitigated. I need not dwell upon the consequent advantsges which 
the betterment of the lot of the agriculturists will bestow on the other spheres 
of the country in the shape of a greater demand for manufactured articles 
and of an indirect but sure stimulus to the indigenous industries. I hope 
this serious problem will be handled by Government at a very early dats, 
as on it will depend the economic recovery of an agricultural country like 
India. 

It is a matter of regret that the Government of India. are not still in a 
P?sition to adjust then: financial requirements of the year. With all the new 
taxations and introduction of surcharges, the year is still expected to close 
with a deficit of 13 crores. I am afraid if the administration of this country 
is run on these lines, it will soon be landed in greater financial difficulties. 
The avenues of se.curing greater finances by way of taxes direct or indirect, 
have all now been closed and the country is more heavily burdened than it 
can afford to bear. The ouly alternative way, to my mind, out of its very 
distressing position is a drastic cut or II fair adjustment in the militsry ex
penditure of j;he country and further economy in other directions. The 
Government of India must either see that the militsry expenditure is furthcr 
cut down considerably or a proper and fair adjustment is made with the 
Home Government owing to the fact that the .Army in India is to a large 
extent maintsined for Imperial purposes. Several of the colonies and 
dominions which depend for their security on the military strength of this 
country, such as, Australia, New Zealand, Union of South Africa, Kenya 
and Mandated Territories in East Africa, should also be made to pay a share 
towards the mamtenance of the A~y in India. Another direction in which 
efforts must be made to adjust the expenditure according to the receipts is 
the costly machinery with which the administr"tion of the country is run. 
The ,emoluments of the Imperial Services and those of the Provincial and 
other SUb.ordinate Semces do require)a proper adjustment in view of thc 
prevailing conditions in the country. A poverty-stricken country like India 
(cannot afford to pay the Services on such a high scale and sooner these ad
justments are made the better will it be for the future of the country. 
Otherwise, I a';' afraid the new ';"nstitution, even if it is. launched with the 
approval of all the political parties· ~ the country; will not find proper 
scope for natural and sufficientdevelopmentand will be seriously handicapped 
under the heavY burden of taxation. The nation-blillding departments 
in the provinces are practically starved down with a view·to make available 
the necessary money for the liabilities incurred by Government. U India 
is to find her place amongst the civilieed nations of the world, she will have to 
adjust her requiremllhtsin a manner as would keep her aolvent for genera
tions to come. I sincerely hope the British nation in transferring the powera 
to the hands of the Indians will not give them a country bereft of economio 
vitslity but will hand it Qver to the younger generation as a sufficiently 
aolvent country., 



I thank you all gentlemen for giving me a patient hearing. 

The Chairman: Before we go to item No.2, 'Resolutions,' I should 
like to mention that ballot papere will now be distributed for the new com
mittee. As regards the election o~ the President, there is only one nomina
tion and therefore there will be no election. The same applies to the elec
tion of Bony. Treasurers. As you are aware, the Vice-President is to be 
elected by the new Committes. We will try with your cooperation to 
finish to-day almost all the Resolutions, except No. 10 on page 7, which we 
shall take up tomorrow. Probably we will have to take up the Exohange 
resolution also tomorrow. I hope &8 regards the time limit no more rulings 
be issued beyond what is contained in the Rules. Mter the 'ballot pa.pere 
have been distributed', we will take up the Resolution on Gold. 

(Banot papers were then distributed to the Representatives,) 

GOLD. 

Mr. Nalini Ranjan Sarker, (Bengal National Chamber of Commerce, 
Calcutta): Sir, I beg to move: ' 

.. (a) The Federation views with grave concern the continuous and 
heavy apod of gold from India(p.mounting to about Rs. 55 cror~ 
and airongly urgea upon the Government of India the deairability 
of placing an immediate embargo on the export of gold from 
India as IUch a heavy and oontinuous drain of the precious metel 
will leriously endanger India'i future monetary rlconairuction. 

(b) The Federation further urg.. on Government the necessity of 
purchasing gold in the open market at a price fixed on the basil 
of •• y-ta-day ruling .. te(with a view to acoumulate gold reserves 
which will eDIble the future Government of the country to ea. 
blish the Reserve Bank with adequate resoure .. at ill command.:} 

In urging this resolution for your acceptance, I do not think there ia 
any need for putting fOrward any elaborata argumente, having regard to the 
emphasie and persistence with whioh the o1sim has been made by the Indian 
oommercial community ... well as the obvious nature of the duty which the 
phenomenon of the alarming elBux of gold imposed upon the Government. 
It is indeed diffioult for me. or for any other member of the Indian commercial 
oommunity to speak with restraint or moderation on the policy of inaction 
_hich the Government have been pursuing in regard to the question of gold 
ezports. For the country baa felt, .. indeed it baa every reason to feel, 
that in the emerganoe of gold from its age-old retreats, the ... tion was alford· 
ed an opportunity for preparing for Its monetary reconstruction, ........ oppor
tunity 80 unexpeoted that even two years ago, most of us would have die-



missed all suggestions of its probability as too good to be true. It is such 
an opportunity that is now being thrown away inspite of public opinion 
expressing itself in the most unmistakeable manner. That Indian business 
circles are perfectly unanimous on this point-there is not the slightest 
doubt; and even outside the commercial community, responsible Indian 
opinion is also unanimous on this point, that gold exports should be prohi
bited and that the golden opportunity to strengthen the gold reserves from 
India's own resources should be availed of to its fullest. 

All sections of the business community and the general educated publio 
have viewed the questions arising from the persistent outflow of gold from 
this stendpoint of in§tituting in the future 8 simple and sound currency 
system for the lack of which the country has suffered'incalculable losses in 
the past. I am sure that though some members of the Indian commercial 
community might have taken advantage of the unchecked exports of gold 
to earn a good profit for themselves they have been moved by the superior 
consideration of the ordered economic progress of the country which depends 
upon a sound currency system in the future demanding as it must, that the 
gold now released from hoards should be acquired for purposes of currency 
reserve. 

The resolution which I have just moved for your acceptance has, 88 

you will see, pressed for the measure only on the ground that otherwise 
the natural monetary reconstruction will be endangered. I have therefore 
to emphasise here for the benefit of those ready critics of the popular vie .. 
whether in politics, currency, trade or industry that nobody will have met 
our views who does not establish either that monetary reconstruction is not 
necessary for economic progress or that, equander the gold as we may now, 
there will always be gold available for the purpose we have in mind. 

I make bold to say therefore that all other argumen.ts have little or no 
validity here. They are not germane to our disc_ion. Once you grant 
that we must have monetary reconstruction, that gold is necessary for such 
monetary reconstruction that it is by no means certain that gold will be avail
able for this purpose in the future our view stands absolutely impregnable. 
Obvious as these may seem, a few words expressing them may not however 
be out of place. The only necessity of monetary reconstruction may be pass
ed over as beyond all controversy. And as for the necessity of gold for 
this purpose, the only circumstance in which the amount of gold may 
become a matter of indifference is the universal and final dethronement of 
gold frcm its place as the international standard and medium of exchange. 
That, we are entitled to regard as beyond the pale of practical politics for as 
long as we can foresee. At any rate we oan not frame our policy on Buch a 
hypothesis. And thirdly, as for the availability of gold in the future, it mnst 
be rememhered that the main almost the ';"le contention of the Hilton-Young 
Commission in dismissing a full-fledged Gold Btsndsrd as an impossibility 



was the utter impossibility of acquiring the gold necessary for reserve purposes 
from those who hold the monetary stocks of that metsl. The representa
tives of the AmeriO&ll Federal Reserve System not only withheld every sym
pathy from India's desire to acquire stock. of monetsry gold proportionate 
to the place of this country in world trade and world economy, but even 
hinted active opposition and deliberate frilatrstion of our plans in order 
that America's silver producers may not be depnved of a useful market. 
The Hilton-Young Commission were aleo impressed by the evidence of Prof. 
Cassell whose premonitions regsrding a shortage of monetsry gold have 
proved true though in a slightly different form. And they therefore decided 
to recommend the puzzling syste'!' of a gold bullion stsndard solely on the 
ground of the unavailability of gold. ,Indian leaders have since then turned 
to the expedient of retaining the country's hoards of the yellow metsl to cir
cumvent the apathy and hostility of the outer world to India's aspiratious 
,in regard to her' currency. Practical schemes designed to that end have 
been broached and discussed ,; and one may guess the difficulties of the pro
blem involved from the fact that not one of these schemes could inspire 
sufficient faith in its ultimate success. What we could not plan for, what 
we oculd not even hope for, has now happened.- And the Government have 
now interposed betwixt the proverbial cup and the lip. The gold has moved 
out of its hoarding; but the Government have allowed it to be taken away 
to the farthest comers of the world. 

I have said enough to show the importance to us of the phenomenon 
which has happened and the gravity of the injury which the Government 
have done to this country. But let me make clear at the same time that 
while t do consider the arguments that have been advanced against the 
popular standpoint by Sir George Schuster and the apologists are woefully 
beside the point and therefore do not, strictly speaking, call for a reply, 
I do not think it wise to leave the impression that these arguments are sound 
and difficult to answer. I may proceed therefore, without prejudice, as the 
lawyer. would say, to my oontention--to examine them for' what they are 
worth. I may reasonably take it that those portions of the speech of Su: 
George Schuster which are relevant to this question oonstitute the ablest 
and most authoritstive exposition of the case ageinst the resolution on hand. 
And on reading them overthough I feel it i. difficult to synthesise the remarks 
of Sir George Schuster, I may say that his arguments are somewhat in this 
line. He apparently regards as the bsst delanco of his policy the circumstance 
that the gold which has left the ocuntry and may leave the ocuntry still is 
but a small fraction of the total hoards with which India is normally credit
ed. On this circumstance are based the main arguments which I .hall 
recapitulate in the following way: The oountry has reserve. of which only a 
fraction is boing used for the purpcee which a reservoir or reserve should by 
its very nature legitimately subserve. As the gold doss not oeme from the 
ourrency reserve and as its sale by its individual holders is obviously neoss
sary and advantsseoua to them, IlO question of publio policy is involved. 



In these circumstances gold should be looked upon .... a mere commodity and 
a survey of the international position would also point to the advisability 
of an unrestricted movement of gold. And if the example of other countries 
is pointed to, Sir George avers that embargo on gold, wherever it bas been 
laid, has been laid as part of a scheme of exchange control and not because 
gold by itself h .... a peculiar sanctity. And if in circumvention of some or 
all of these contentions the Finance Member is confronted with the scheme 
of Government purchase of gold, he has four categorical objections. All 
these together with a few sentimental and parenthetical observations I take 
one by one in the little time that is still available to me. 

May I at the outset point out, though i: do not by any means exaggerate 
its logical value or effect that ours is the only Finance Member in the whole 
world to-day who h .... thought it necessary to attempt to defend at length 
in his Budget speech the unrestricted export of gold from his country ¥ I 
shall not however grudge Sir George this uncnviable distinction. But in 
this context he can derive 1itt1~ help from the distinction that he has made 
between monetary gold reserve and private holdings of gold. For nobody 
accused the Government now of endangeriug the gold backing of our present 
currency, though in this respeet, too, the Government have had a black 
enough record in the past. Our present accusation is that Government are 
not preventing dissipation of what might serve in future .... the backing to 
our currency. If diminution in actual monetary reserve is a matter of serj
ous concern the dissipation of the potentia.! reserves is only one step removed 
from it. Rather the latter is a far graver wrong as it means the thwarting 
of the early establishment of a gold standard and Reserve Bank. 

The Finance Member bas argued that gold must be treated like any 
other ordinary commodity. But that is a manifest impossibility, for a medi
um of payment or a store of value is not the same as the commodities we 
trade in. Gold has a significance far greater than its industrial and com
mercial use. It is its mal-distribution that is ackncwledged to be the most 
potent factor in the present world depression. It is the lack of this metal 
which exposed us to the sinister follies of a managed standard. It is easy 
enough for Sir George to argue that 

"In relation to the vast stores of gold held privately in India the 
quantities now being exported were of minor importance. The quantities 
beiug drawn off are n~ligible in comparison with the quantities stored." 

But this comparison is misleading and gives a false Sen!le of the relative 
volume of the gold that has left the country. The actual amount of gold 
exported may be smal! in comparison to the amounts imported during the 
last 30 years; but 55 Olores is no mean sum. It is about 45 per cent of the 
total estimated revenue of Sir George Schuster's Budget for 1932-33; and 
according to Sir George's own figures India has exported in four months 
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. al much gold &I she would normally take over two years to accumulate. 
The amount so far exported is a third of th~ annual production. It is fu this 
way that we have to si~ thMmll>1mt exported. -:For there is no practical 
use in arithmemcaI.calcul~f Inciia's total hoard. For there i. no guar
antee that the rest of tho hoard will be available to us when we rcquire it. 
A turn of the economic tide may find the holders of gold clinging to their 
possessions with the result th&t the country will have given away the really 
aocessible part of it. Thus the size of the hoard and the source of tho present 
oxports do not aff .. t our argument here. In other words, conditions within 
the country do not strengthen the Government's position. 

Let us now at Sir George's dictsticn turn our eyes abroad. We are not 
children in economic affairs nor a coll .. tive modern Midas to exaggerate 
the value of gold. Sayo Sir George: 

.. It ~ impossible to escape the conclusion that the world is faced now 
with two alternatives .. either to find some means-by better international 
anangements and the better use of the available monetsry st~cks of geld
for reducing the real value of gold &I expressed in commodities, or to abandon 
gold altogether as the basi, of currenoy. If those are the two alternatives 
then surely one is forced inevitsble to the conclusion, that in either case
whichever of the two alternatives actually happens, it would, taking a long 
view, pay to part with gold now." 

To this my anewor is straight and simple. I refuse, as I mentioned at 
the outset, to consider the aoeond alternative. No practical financier can 
take that into account. And as for the first, does Sir George contend that 
India's exports have reduced or will reduce the overvaluation of gold I 
Beyond helping Great Britsin to tide over the present transition amoothly, 
it has performed no international function. For the lot of India's gold is 
only a change of hiding place. It has only joined what Mr. H. G. Wells 
call. the "solemnly idiotio journey" of the world's gold to the vaults of the 
Bank of France. If the lesding countries of tbp world are so perverse as to 
ait tight on their gold nobody in the world can expect India to go out on a 
aesrch of the world's monetsry salvation except of course our Finance Mem
ber. It may flatter the vanity of our Government to play the exemplary 
mentor to an erring world but when they do that at the expense of this 
country it is time for us to protest. 

Perhape Sir Goerge's insistenoe on tha international outlook gives the 
real motive for hi. encouraging the export of gold. He justifies it by saying 
that it benefits the world, and I will annotste it by adding that to the 
Britisher in India the world is Britain. The British financial press has 
frankly admitted the blessing conferred upon Britsin by India'. export of 
gold. It has enabled her to effec\ repayment of oredits advanced by the 
F.-l~ ~ Bank of New York and tbe Bank of ~oe witbol!t drawinS 
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upon her gold, without direot export of gold even before the due date. " The 
lndian gold inHux probably saved the situation." The financial correspon
dent of a well-known British weekly adds in happy vein, "H the Indian 
hoards continue to be released it should be possible for the Bank (of England) 
to build up fresh resources for further payments." It is significant to re
member that there is .. large amount of credit still outstanding. Therefore 
more of Britain's gold is under mortgage. The policy of unrestricted export 
of gold from India will probably help her to redeem the mortgage. It is 
no use the Finance Member protesting that his policy is all straight and 
sound, when there is such overwhelming evidence that it has been far too 
much inH~enced by extra-Indian considerations. 

The Finance Member asks, "Why, therefore, should the people of India 
be deprived of the right to exercise their own judgment in this matter of sale 
of their gold 1" Coming as it does from the Government of India I am 
struck by the irony of it. Their pose of respect for our judgment would be 
amusing if it were not so hurtful. The question of private inconvenience is, 
as you will see, answered in effect by the suggestion of the Government 
purcha.... But before we proceed to it which will take us to the second 
part of the resolution, let me deal in brief with Sir George's argument that 
embargo on gold is in other countries pert of the scheme of exchange control. 
I venture to suggest that this circumstance tends to strengthen our case. 
For it shows, if anything, that in these countries the currency system as such 
is sound, and what is required is the steadying of exchange by regulation 
of the balance of payments. But here we want the gold to set the monetary 
system on its legs; and the practice of foreign countries where it is different 
from what we demand has no application here. The case of Britsin is 
different as in matters of currency and exchange there is little or no recalci
trance shown to the moral authority of the Bank of England. Besides, 
Sir George Schuster left out one important particular. He did not tell us 
whether in the balance England lost or gained gold. England could afford to 
allow freedom of sale or even export of gold because on the whole she was 
receiving infinitely more golli than she was shipping out. In such circum
stances nobody would want to put an embargo. But in India conditions 
are just the opposite. We are merely exporting gold. There is no stream 
of it coming into this country. H Sir George Schuster can bring about the 
Same happy conditions as in England we can .... ure him that we will not ask 
him to impose any embargo. 

As regards the second part of the resolution, the insistence on the stand
wint of the monetary reconstruction of the future makes it neceesary that 
the Government should buy all the gold that is available. As this should 
not involve any injustice to the individual holder of gold and as he is entitled 
to get what the foreign importer would offer him, we rightly insist on the rate 
being fixed on the real gold value of the rupee. This implies that 80 long 
118 the link to sterlin!! r~lI!l'ins. tile eter~ dollar crose rate j. the working 
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measure of the gold value ol the rupee. And if the link is abandoned as the 
Federation recommende in another resolution, it is not diflicult to 'devise 
formula for ascertaining the value of the rupee in gold. Against this the 
official objection is that there is an element of risk of speculation in these 
purchases of gold. I shalI-not try to prove that there is no risk ; but I will 
say that if the value of the rupee is not stabilised in the future at a consider. 
ably higher level then at the time of the purchase of gold, then there is no 
risk of any .. rious loss. This raises again the old familiar question of playing 
pranks with the purchasing powor of the unit of currency. And if we make 
up our mind against this, much of the speculative element in the purchase of 
gold will be e1iminated. More than all the Federation is entitled to demand 
thet in the interest of the future monetary reconstruction, the risks which 
are inseparable from transactions of this kind in an abnormal time should be 
undertaken by the State. The possible losses will be more than outweighed 
by the certain gains thet willllow from the establishment of a sound currency. 
It is only lack of interest in the permanent welfare of India that induces men 
to imagine diflioulties thet are not present and to exaggerate such as do remain. 
Sir Georga Sohuster referred to the identity of the interest of the Government 
and the people. But this is a state of aftairo which ought to be but assuredly 
ia not and has never been till now. Even if the Government are emoere 
enough in their pursuit of the well-being of the people, there is, to put it mild
ly, the unconscious difterenoe to the interest of Great Britain which is now 
admittedly in a lore plight. 

Gentlemen, I think I have said enough to buttress our standpoint with 
concrete arguroenta. As I have said at the outeet it ia difficult for anyone 
who realises the enormity of the damage that is being done, much of it being 
the more dangerous for ita being potential, can speak without emotion. It 
is of course true that this is not the first time, and I hope, it will be some
where near the last time,-when the Government havo adopted a policy, 
and undertaken operations, on lines entirely opposed to the Indian view. 
But in all the history of the sins of commission and omission of which the 
Government are chargeable in regard to ourrency, monetary and fiscal 
mattera, and which are as grave in oharacter as they are numerous in num
ber, the polioy of 10"._ fai,. adopted by the Government as regarde gold 
exports haa wrought the most grievous wrong in the oountry and at a critical 
stage in ita ohapter of monetary rooonstruotion ; and haS at the &ame time 
ezposed the mala fidu of the authorities in the clearest fashion. To eay 
that all this export of gold haa done India good and will continue to do in
caloulable good to her is to add insult to injury. Honesty demande and 
compel. the admission that India's lOIS has been Britain's gain; and that 
what time India's future hopee and plans have thus ~n frustrated and 
jeopardised England's present diffioulties have been thereby most smoothly 
and most unexpectedly tided over. It suita England to have all this gold 
exported from India; else sterling would have seen lower depthe than the 
low l~ve1 of 3,2G cioIl!ltll to the Fund, In the ere of our administratotll 
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the permanent interests of their country of adoption counts for nothing, 
compared to the monetary embarrassments of their country of birth. If the 
Finance Member had etraightaway admitted that Imperial considerationa 
should have precedence over India's interests, I for one would at least have 
admired his outspokenness. To defend the indefensible and urge in effect 
that everything that happens happens for India's best is a performance 
which has no saving grace of any kind in it. 

With these words I recommend the Resolution for your acceptanoe. 

Mr. C. S. Rangaswami: Sir, on a point pf order, I think the Resolution 
as it is worded in the book supplied to us is not altogether consistent with 
the Resolution as moved. 

Mr. Nalini Ranjan Sarker: I left out the words "on London·New 
York cross rate." I did it to make it compatible with the subsequent Re· 
80lutions. These words were omitted in the Committee to·day. 

Mr. C. S. Rangaswami: Ma.y I suggest that it would be better to add 
"day to day ruling rate calculated on the gold value of the rupee "1 

Mr. Chunilal B. Mehta: Even if the second resolution is paeoed and 
adopted by the Government, even then the London·New York cross rate 
will be one of the important factors. You can eay "the rate on the London· 
New York-Bombay exchange" and that will cover everything. 

Mr. G, D. Birla: It was superJIuous because it was understood. 

Mr. Chunilal B. Mehta (Bombay Bullion Exchange, Bombay): Mr. 
President and gentlemen, I beg to support the resolution moved by Mr. 
Sarker. The resolution is divided into two parts. The first part caUs on the 
Government to put an immediate embargo on the export of gold and the 
second part requests Government to buy gold at the daily ruling rate in 
Bombay. Gentlemen, since ages India is always a buyer and importer of 
gold; it is very rarely that she exports gold. The export of gold from any 
country is supposed to indicate the economic distress of tbat country. Our 
recent economic distress began from the time when the 18 pence gold ratio 
WI!.S fixed by the Government. From that time in order to maintain that 
exchange Government systematically contracted the currency, ',and kept 
the interest rates higher, and the result was that the commodity prices 
declined and declined. Consequently distress gold began to come on the 
market to be sold. It proved that the capacity of India to absorb neW gold 
had come to an end and on the contrary the masses had to faU back on 
their ultimate reserves of gold, 

This phenOmellQIl had beSUU befor~ the 21st September when IndU! 
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abandoned the gold standard. BefoYe the 21st September gold worth 
about 10 crores was tendered to the mint at the statutory rate of Bs. 21-11-10. 
Up to that time there was no complaint from anyone on that soore. The 
fixing of the buying rate for gold haa one object, and that is that in times of 
necesaity gold,should funotion that is, Government would buy gold and i88Ue 
OUllenoy against it. The legislature while passing thai Aot, also had the 
aame purposEt. There was no idea that the gold should be 'allowed to leave 
the countly. But since 21st September when India abandoned the gold 
standard, gold began to leave the'country and our complaint began. How
ever Government took no steps to arreet this export and to acquiYe gold. 
H. E. the Viceroy in his speeoh before the legislature in January l8.'lt and Sir 
George Schuster in his budget speeoh, both of them have utolled the advant
ages of gold uporta from India. One of the argumente that was brought 
forward was that these exports enabled them to meet their sterling liabilities 
of £111 millions. They had met these liabilities, but from where , Not 
from any surplus revenue from India, neither did they float any loan to meet 
this. They met it only out of the expansion of ourrenoy and not from any 
revenues or surplus. To pay all a debt by SJ:paneion of currency is nothing 
much to be proud of 8.'1 Government does take pride. Had there been a 
Reserve Bank and had ourrenoy not been in the hande of Government, I 
think this position would not have arisen. But even now, after having 
paid oll £111 millions and after having purch8.'led a further £20 milliona to 
strengthen the home treasury balanoes, will Government put now an immedi
ate embargo on further exports of gold' That is what we want still. One 
of the arguments of Sir George Schuster was that in buying gold there is a 
speculative risk. I would say that 8.'1 long 8.'1 sterling is not stebilised, and 
sterling is fluctuating, there is an equal risk in buYing sterling as in buying 
gold. When there is that risk in both, the proper thing to do is to take the 
1_ risk and that is to buy gold. With gold we can buy anything, any 
amount of sterling but it is difficult or it may be diffioult if we can buy gold 
with sterling. If Government buy gold it would help the Indian OUllency 
and it will bring confidence in the Indian ourrenoy and it would also help 
in the monetary reconstruction of India. That Government who undertook 
to aocspt huge actual losses in silver sales are now hesitating to under
take a possible risk of loss in acquiring gold, is a strange phenomenon. It 
eeems that the Government have no desire to buy gold. Of couree the 
question of risk is only a secondary question. Further looking to the 
present oonditions it ill easy to buy sterling but it is diffioult to get gold fo~ 

purposes of imports into India even if India 80 wanted. I would not be 
sW'l'riaed if the Government of India would put an embargo on the import of 
gold in oaae internal gold prices came to import parity prioea and India 
begins to import gold. One of the arguments brought forward by Sir George 
Schuster was that the Government of India oould not al10rd to buy and 
hold ell the gold that is offered for sale, ~use of their SJ:ternal obligetiOllB. 
Gentlemen, Government did not buy one ounce of gold: they did not even 
basin to buy. Had they begun to buy and had they bought a huge amount, 
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then if they said that, it would be something. But without buying a single 
ounce of gold they come and say they cannot buy gold and that is not at all 
consistent. After all, all this gold haa been financed by expansion of currency. 
If sterling can be bought hy expansion of currency, why cannot gold b. 
bought similarly! If sterling can b. held by an expansiou of currer.cy, 
why .hould not gaM. be bought and held in India 1 

Another point brought forward by Sir George Schuster was that we have 
proper proportion of gold in reserve. It was a little strange. The latest 
statement of the Paper Currency Department says that we have 180 crores 
in notes, and against that our gold reserves are only (j crores which gives" 
percentage of less than 3 per cent of the note. issued. I do not know what 
is the proper porportion fixed for in the Paper Currency Reserve. If it ie 
less than 3 per cent then I have nothing to say; but if it requires more than 
that percentage, we can say that the proper proportion is not there. 

Sir George Schuster has said further that there are no restrictions on 
gold exports in other countries and he has specified live countries, South 
Africa, France, Holland, Belgium and the United States. I want to remind 
him that those countries are on gold standard. When they are on gold 
standard it is not necessary to put any restriction on exports of gold. This 
comparison of India which is off the gold standard with countries which are 
on gold standard is not fair and cannot stand. There is an erroneous impres
sion in the minds of foreigners that in India there is a huge amount of stocks 
of gold. Some British papers estimate the stock of gold in India at 700 
million pounds or about Rs. 930 crores. I would chsllenge suoh a figure. 
In 1920, Mr. Findlay Sliirras hsd estimated the imports of gold into India 

. up to that time at £372 millions, which comes to about 496 crores. Since 
then in the subsequent eleven years gold imports into India came to about 
195 crores, thus giving a total import figure of about 700 crores ; but these 
arc import figures and not stock figures. The invisible exports of gold have 
not been taken into account at all. Every year and continually a large 
amount of gold is being taken away by the merchant traders by land frontiers 
across to Afghsnistan, Persia and Arabia and all these adjacent countries. 
Nobody has taken any note of it and there is no data to find out this amount 
as to how much gold haa gone out of the country by these routes. Further 
we are employing a large amount of gold in arts and industries. Taking all 
these into consideration, it must come to a substantial amount, and as such 
the impression that there is " huge stock of gold,in India is highly 
exaggerated. 

The continued exports of gold from India will certainly delay the 
monetary reconstruction in our country. Although several countries have 
g;"en up gold standard, still gold continues to be the ultimate measure of 
value internal and external and everywhere; and all those countries which 
lillve IIbalidoned the ~old st&n4art\ will "'?O!I r~vert to j~. I will",,! that eVell 



the Government of India will ultimately have to do so. Whatever techn.;cal 
name may be given to the future .monetary standard in different parts of 
the world, gold will certainly playa very important part in all future recon
struction of the monetary structure wherever it be, in India or any other 
part of the world. . As such a greater proportion of gold reserves i. necessary 
in India for effective functioning of the gold .tanderd. A fully managed 
currency in India to my mind would be a dangerous thing. We should 
have in this way a large stock of gold in India for our currency reserve pur
P088ll. In April 1927 in our Paper Currency Reserve there was gold in India 
worth 29 orores and sinoe then gold worth about 10 crores was tendered to 
the ourrenoy authorities by the publio as distress gold; and now the latest 
statement says that the gold is only 5 erores. We have thus lost 34 orores 01 
gold in India, over and above the sterling securities which we had in England. 
A very good opportunity has been offered now to Government to acquire 
gold and that also in India at cheaper parity price than the world gold prices. 
It would bs asked that when Government puts an embargo on the export of 
gold how can the public dispose of their gold , A reply has been given to that 
in the second part of the resolution: that is, that Government should buy 
gold on the basi. of the daily New York-London-Bomhay eroae rate or what
ever may be the ruling rates. Government buying of gold in India is not a 
new feature. Government have been buying gold always, and that at vary
ing rates during the past years. We have also changed the ratio so many 
times and the buying rates have automatioalIy changed. At 16d. the buy
ing rate was different; at Md. the buying rate was different; and at 18d. 
the buying rate was different. Now, why should there not be buying by 
the Government at varying rates' The ISd. ratio has gone and the rupee 
has been attached to a f1uotuating sterling; yet Government do not want to 
buy gold at fluctuating rates. Government's contention is that it would be 
difficult to buy gold at varying rates. But Government have sold gold by 
tendera and also have got gold at varying rates. Even at present the Govern
ment is buying sterling exohange at varying rates. In Britain to-dny 
Govertjlllent or the Bank of England are buying gold exchanges at day to 
day fiuctuating rates. The buying rate of Rs. 21-3-10 in India and £44-111 
in England has gone at least for the present, if not for ever. Now, if those 
rates have gone, why ehould not the Government stick to this, that they 
will buy only at a fixed rate and not at fluctuating rates! The so-called losses 
in buying gold at different rates is after aU a paper adjustment. The rate 01 
Re. 21-S-10 is their own orention. If they change the ratio again, the rate 
would be changed. Therefore these gold exports should be immediately 
prohibited and Government should buy gold. 

With these few words I support the resolution moved by Mr. 
Barker. 

Mr. Hoahang N. E. Dioshaw (Buyers and Shippers Chamber. Karachi) 
in 8UPportins the R6SQIution sai<J:-
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. Gentlemen,-I rise to support the Resolution that haa been 80 ably 
moved and °seconded by my worthy friends here who be-ve spoken previous 
to me, and they have spoken so well that they have left very few words for 
me to say. But I shaH dwell upon only one or two points of the speech 
roade by the Finance Member in the Legislative Assembly during his 
budget speech. One of the points he enunciated was that the policy of gold 
hoarding waa a folly-l do not know if he added the word 'criminal'-but I 
distinctly remember he added the word folly. He condemns 88 a piece of 
criminal folly to hoard gold or permit it to remain dormant. I agree proo 

vided such gold is immobilised and remains sterilised in private possession 
and individual ownership, but in the hands of a State or a Government it is 
the security on which depends the credit structure of the country. That i8 
why you witness the extreme reluctance of any of the great central or national 
banks of various countriee to part with the possession of this precious 

, metal. France haa been constantly carrying on her policy of accumulation 
of gold till to-day, the Bank of France has got over 600 million worth of gold. 
It is a well-known fact that there reats in the vaults of the Federal Bank of 
the United Statee of America huge stocks of this precious metal variously 
estimated at 2,000 million sterling. If we add the gold .tocks of all the 
National Banks of theee 3 great powers together we find they hold something 
like 60 per cent of the available gold supply of the world, and these are 
the people who range themselves opposits to the views Ilenouneed by the 
Finance Member. Surely there is something wrong somewhere, and I leave you 
to decide for yourselvee as to who is right. But apart from this the peculiar 
character of hoarding would have been fundamentally changed if the Finance 
Member had bought this gold for the Government of India and retained it 
for the Treasury in consolidation aa well aa further integrity of the mete.llio 
portion of the Paper Currency Reaerve. Let us see what is the actual state 
of affairs. I will analyse the assets of the Paper Currency Reserve before 
the Controller started his ruthlees policy of deflation through the seriee of 
years upto this month :-

In March. 1926 1929 1930 1931 1932 
Silver coin 77.211 94.27 106.44 1111.00 102.00 
Silver Bullion 7.00 4.74 2.16 • 6.00 8.00 
Gold o. 22.00 32.00 32.00 23.00 5.00 
Note Circulation 0.198.24 191.54 181. 71 158.30 ISO. 71 

You will observe that against the palmy days of 1929-30 when Paper 
Currency boasted of gold of 32 crores in its vaults she can only show Ii crares 
to-day. You naturally will ask what has happened to the halance ; it haa 
been exported from time to time to bolstering up to 1-6 exchange the legacy 
of his predecessor Basil Blackett. I have shown earlier how India has lost 
over 150 crores of gold in the hopelees exchange muddlee and the loss of 28 
crores formed the part of it. The Finance Member therefore must have at 
least 30 croree ~old to bring ur the gold rortioll Of ~e Parer Currencl! 



though 1 must sound a nots of warning that the gold backing of our curreD.c1 
to-day is weaker than 1914 and taking the nOte ciroulation it is weaker than 
as far back as 1901 when silver enjoyed a plaoe next to gold and its price as 
compared to that of gold was not so disproportionately out as it is to-day. 
deepi~ this we find it holding a very high pIaoe in the eonatitution of P. C. 
1teaerve and I leave you gentlemen to ponder over its implication. We 
have alwaya been incessantly clamouring for a. Reserve Ba.nk. When are 
we going to have it, so that we ma.y know exactly how the credit arrangements 
of this eountry are being managed. For that yon must have a. nucleus of 
30 crorea worth of gold. Mr. Bra.yne indicated in the Council of State it would 
require a. minimum stock of about 30 mores compared with a.. 150 mil1ion 
which the Ba.nk of England has been sedulously ma.intaining. this 30 crorea 
looks grossly under-estimsted but gra.ntUig this figw:e the Government of 
India to-dsy are 60 crores wolth of gold short in their reserves, a.nd here we 
find .. heaven_nt opportunity not only neglected but actua.Ily thrown a.way 
for recruiting the depleted yellow mets! portion of the Government Tteasury. 
Yon want at least 65 crorea worth of gold to be in the eountry. Here is a.n 
opportunity full of potentisIities. The rupes having performed the 
potential function of saving British credit which was a.t one time in great 
peril. the rupes having helped the economic reconstruction a.nd eonval_ 
Deuce of the world a.t large. I say now is the time for the Finance Member to 
revise his policy a.nd recast it on a. new orientation. He has the good of 
Indis at his heart as witnessed by his generous impulse when he delinked tha 
rupee from the sterling 1ast year when England went oft the gold stancIa.rd, 
but was promptly held up by high a.uthoritiee and re-echoed the policy of the 
Secretary of State for India. relinking rupee to sterling. It is not yet too 
late to repair the da.mage done, a.nd I would suggest the Federa.tion to pass 
this Resolution urging upon the Governor-Genara.l in Council and the Mem
ban of the Legislature to oontrol if not entirely to prohibit the export of 
gold a.nd to take immediate .teps for acquiring the 60 crores of rupees 
worth of gold which is 1acking in the Indian Treasury. With theaa words, 
I commend this Reeclution for yeur _ptance. 

Mr. B. S. Dabke (Maharaeh\fa. Chamber of Commerce Bombay). 
in eupportina the ReeclUtiOD said:-

Mr. President and Gentlemen,-l riee to suppan the reeolution a.nd whlla 
doing so, I propose mainly to CODfine myaelf to scme aspecta of this qnes
&lOD a.nd to try to reply to the points raieed by the Hon'ble the Finance 
Kember in his epescb while introducing, in the Legislatino A.s..embly, the 
Budgut propooa.\a for 193~033. 

In para. 68 of hi. Budget speecsh the Ilon'ble Sir Georg.. Schuster Admi"" 
tid that Indis is not entirely on .. poor with a. modern Wastam oountry. &
oept in .. few large towna there is no fully developed lJlDII8y DWket or credi' 
ma.cbinery. In the vas' ........ of the eoantry-i!lde the orpDiation is still 



On ancient lines and the possibilities of variation in the absorption of clir· 
rency are comparatively large. In other words, the people in India, unlike 
those in the advanced Westero countrics, have perforce to use metallic 
currency and also gold and gold ornaments and jewellery as a store of value. 
There are, therefore, it will be seen, really no gold hoards which can be, sold 
away for profits. 

From what I will add you w ill find that it is not easy to follow the Hon'ble 
the Finance Member, when he says that our gold holding ha. largely increased 
in the current year. In the Paper currency reserve gold held against Note 
circulation was on 31st March 1929, 1930 and 1931 and on 29th February 
1932 as under:-

31et March 1929 
31st March 1930 
31st March 1931 
29th February 1932 

GOLD. 

32,22,00,000 
32,27,00,000 
25,84,00,000 

4,91,84,063 

The Gold Standard Reserve on 31st January 1932 contains £40 millions, 
out of which over £29 millions are in gold (over 27 millions in India and 2 
millions in England) and about £11 millions are in Sterling Securities in 
London. But as sterling is divorced from gold, the Securities held in the 
Gold Standard Reserve are not equivalent to gold and they are depreciated 
considerably. Thus it will be seen that our gold holding is materially reduced 
more than what it was on the 31st March 1931. 

India has neither to pay war debts like the Allied and Associated 
powers nor Reparations like Germany. India usually not only pays interest 
and debts by means of her exports but she is always in a position to draw 
gold from foreign countries by the surplus of her exports. The present gold 
exports are not going for settling her foreign obligations except for a small 
amount and hence they are not justified. These gold exports are a dead 
loss to the country when the need of their retention in the country is clear 
as she has to start a R~serve Bank. There is the least." possibility of her 

, getting a gold loan or gold credit, if she wants to raise one from 'any foreign 
nation on a Gold standard, much less from England, which has now gone 
off the Gold standard. 

It is never said that a country ought never to part wi th its gold. There 
is a clear fallacy in saying this, and a reference to " gold producing country 
like South Africa, i. not quite suitable in the circumstances. The case of 
that country is not identical with that of India. South Africa produces 
gold as a commodity and that too beyond all her conceivable requirements, 
and as such she has to sell it. After satisfying the needs of the Government 
as well as of the people, as .. store,of value, the extra and.superfluous quantity 



ot gold produced from the mines is exported as a commodity wheteaS in OlIsd 
of India it is going out as distress gold. 

As long as the world has not found 80me means by better inter-. 
national arrangement for the better use of the available monetary st<lcks of 
gold for reducing the real value of gold as expressed in terms of commodities, 
or has not abandoned gold altogether as the basis of international payment, 
why a poor country like India that has gradually earned and accumu
lated her gold stocks during the last thirty years, should be made willy-nilly 
to part with. her gold stock alone among all the rich and advanoed nations 
of the world, at a time when, (as Sir George Schuster has said, we have 
hardly emerged from) what Mr. McKenna in a recent speech has called a 
state of "cataclysmic instability." In other words we are still in midstream 
and the old adage says "do not. change horses in the mid-stream." 

It has boen urged that Government should buy gold from the people at 
the market rate, whatever it is, and use this opportunity to build up sufficient 
reserve for early starting the Reserve Bank. To this the Hon'ble the Fin
ance Member replies that it would be a pure speculation to buy gold now for 

. the Government, as the currency is divorced from gold. To thia it may be 
replied that it was the Governmentwhodivorced currency from gold ontheir 
own initiative. They did not even care to consult the Legislative Assembly 
although it was. then in session. Therefore, they cannot now use this as 
an argument. Even now it is considered problematical by some that 
whethor there was any necessity for this country to go oft the gold standard. 
But supposing that tho step was a desirablo one then the Government 
ought not to have repealed the Gold Ordinance No.6 of 1931 and forced 
on the country at the diotation of the Secretary of State for India the 
sale of Sterling Ordinance No.7 of 1931. 

The Government could not, we are told, aftord to buy and hold all the 
gold which is now being oftered, for it has its own external obligations. But 
India's external obligations, it may be said, are restricted to England alone. 
The promise of financial help made by the premier last July, through the 
British Parliament and paraded every now and then in the Legislative 
Assembly should have been utilised for the purchase of the gold oftered for 
.... Ie~ Of what use is a promise, if it can never be fuUilied 1 

We are told that we are indirecUy acquiring Sterling Securities against 
the gold exports !It> far as the proceeds are not required to meet the balance of 
payments due on private account, and that as far as our financial position 
p"nnits of it we shall use th .... seourities to increase our currency resel'VllS. 
But the Sterling Soouriti ... that are acquired against the gold exports are 
utilised for remit.tances to the Secretary of State, and for repaying loans, 

. and are not ear-marked for increasing our ourrency n>serves that would have 
at least served as a silver lining to the blaek oloud of the uports of pd. 



buring the last year alone, no less than £ 23 millions were withdrawn houl 
the Paper Currency Reserve-partly for the Secretary of State and partly 
for maintaining l8d. ratio. It is, therefore, necessary that the surplus 
remittance,-whioh stands now at about £ 15 million-should be devoted 
to replenishing the Paper Currency Reserve. 

The Finance Member observed that "Fortunately we have no need to 
impose any oontrol over exchange operations in India to-day. I say, fortun
ately because nothing is more damaging to oommerce than that." The least 
said of this is better. The spokesman of the Government of India that have 
promulgated the 'sale of Sterling Ordinance No.7 of 1931 'and thereby 
put restrictions on the free-play of the course of exchange and have allowed 
free export of gold against the unanimous opinion of the mercantile oom
munity of India, but have forbidden import of gold and silver and have linked 
Rupee to Sterling for reasons best known to themselves, should have hesitet
ed to give vent to such expressions. 

The Finance Member, has ridiouled what some critics of the Govern
, ment of India often speak that the intereste of Government are aomehow 
clifterent to tlie intereste of the oountry in matters financial. But the unoonsci
ous admissions by important Cabinet members suob as Mr. Runcimanand Mr. 
Chamberlain that India has saved England in her hour of need, and the 
repeal of the Gold Ordinance No. 6 of 1931 in a summary manner at the 
diotetion of the Secretary of State for India give ample food for thought 
that the authorities ooncerned have subordinated the interests of Delhi to 
those of White Hall. 

With these remarks, I oommend the Resolution for the acceptance of 
the House and I hope that it will be carried ,unanimously. 

Mr. A. R. Bhat, M. Com., (Deccan Merohants' Association, Bombay) 
in supporting the resolution said:-

¥r. President, already four speakers have spoken on this resolution 
lind there is very little left for me to say by way of any arguments. The 
mover of the Resolution as also those that followed him have shown that. 
although there is some technical difference between monetary gold and oom
modity gold, yet ultimately in national finances there cannot be any difference 
between hoarded gold and the gold in the reserve, bec .. use when a truly 
national Reserve Bank is established in this oountry and when the invest
ment habit among the people is developed a good deal of the gold that is 
at present in the hoard is likely to move to the vaults of the Reserve Bank. 
They have, &leo, shown how exports of gold from this oountry have been a 
aource of strength to the depreciated stsrling and how the interests of this 
,oountry have been subordinated to those of Great Britain., I do not propose 
to say anything on these points. 



There is one point however to which I should like to refer iiret and that 
is about the charge of playing a double game and inconsistenoy made by the 
Finance Member and repeated by some Anglo-Indian journals against the 
Indian Mercantile Associations because they made a demand for an embargo 
on gold exports while some Indian merchente exported gold. Sir, I must 
tiret .... y thet all honour to Indian Merchente because although they could 
have made tons of prolite by exporting gold, they, generally, have eorupul
ously avoided dealing in the same. (A Member: Question 1). Inspite of 
this, because a microscopically small section of the Indian Mercantile Com
m1plityengaged in the export of gold the l!'inance Member has tried to ridi
eu1e the demand for an embargo on the exports of gold. He has come 
forward and said thet some Indian Merohante' Chambers were making a 
demand thet an embargo should be placed on the export of gold while 
some Indian merohente though members of these ohambers were themselves 
exporting gold. Sir, there is nothing amasing in the demand of Indian Mer
ohante Chambers and the action of Bome of the Indian Merohante. Here is, 
Sir, a case which every-body knows, comes within the purview of adminis
trative action. Those conversant with politics and economics understand 
that whenever there is a conflict between the private intereste of individual 
and social inte_te there is a clear case for legislation. Let us for instance 
take the question of forests. When there is no conservation ol foreate 
some members of society are sure to eut thqrn down m.pite of their utility 
because it pays them to do '!O. In order to preserve the foreste the Govern
ment heve made legiolation. The case of gold exporte is similar. Inspita 
of the desirability pf not exporting gold some merohente might heve ex
ported it because it must have Buited their own individual in~este. The 
l!'inance Member eannot therefore logically .... y that the action of some of the 
Indian Merohante who exportsd gold justified his policy of "LaiBSeS l!'airo" 
in the matter of gold exports. By not plaoing an embargo on gold exports 
he ill showing his ignorance about the principles of politics. Perhaps suoh ig
noranoe suite the oonVllnienoe of many a Briteh administrator in this country. 

So far as the Indian Merohante thet exported gold are oonoerned. I may 
lay that they do Dot deserve to be blamed. or ridiouled. because while the 
British Ezohange B&Ilka which are at present exporting gold are taking 
away all the proIite to their 0_ country the proIite which a few Indian 
merohanta might heve made OIl the export of gold heve remained. in the 
country. 

Then, Sir, I should like to nlet to the teDIa!ka whiCh were made by ~. 
BrI)'IIe, the l!'inanoe Secretary of the Governmen' of India, in the Couno il 
of State. Only the other day, when a similar resolution _ moved. in the 
Council of State urging the Government to put _motions OD the exports of 
gold and to purollaM gold in the open mukeG with a 'riew to IIOII88rve the 
gold nsouroes of the oountry, Mr. Breyne, whila opposing it, is reported. to 
have said that as and when the Re.rft Bank would _ into existeIwa it 
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would be on the model which was proposed by Sir Basil Blackett, that indie. 
had sufficient gold bullion reserve as required under the scheme, and that 
what was wanted was more sterling. Sir, Mr. Brayne has made rather a mis
leading statement. As is weUknown Sir Basil BI .. ckett's scheme of Reserve 
B .. nk was based on the proposals contained in the Young Commission's Report. 
That Commission laid down that as a security against the liabilities of the 
Issue Department of the Bank there should be at least 40 per cent reserve 
in gold and gold securities. Mr. Brayne says that India has got sufficient 
gold reserve. There is at present gold worth 39 crores of rupees in the Gold 
Standard Reserve and worth Rs. 5 crores in the Paper Currency Reserve. 
Is this Gold Reserve sufficient! If Mr. Brayne had read correctly the de
finition of "gold securities" laid down by the Young Commission he would 
not have made the bold statement that the Government had sufficient gold. 
It seems he has not followed the definition of "gold securities" laid do~ 
by the Young Commission. The Commission has laid down that for the pur
pose of the Reserve Bank gold securities are those securities the capital and 
interest of which shall be payable in a Curreucy which will be changeable 
into gold on demand and exportable in that form. I think Mr. Brayne 
should not reqnire any further elueidation of that definition. Since there 
has been a divorce of sterling from Gold, sterling securities cannot form 
part of the gold reserve to be maintained agaimt the liabilities of the Issue 
Department of the Bank. If the Reserve Bank is to be formed today the 
liabilities of the Issue Department would be about Rs. 180 crores being the 
amount of notes in circulation plus Rs. 50 crores to be provided for against 
the outstanding rupees as per recommendations of the Young Commi .. ion 
and 40 per cept of these liabilities comes to Rs. 92 crores an1 that is the very 
minimum gold reserve that would have to be maintained. For the Bank to 
function, however, a larger reserve will have to be kept. The Reserve Bank 
therefore must have a gold reserve to the extent of at least about 100 crores. 
Asthe Governmentto-day have only R •. 44 crores they must come into the 
open market and purchase. more gol,l hullion worth at least about R •. 56 
crores and not sterling securities as Mr. Br&yne has said. I am sure so long 
as the distress gold is coming to the market-thanks to the present system 
of administration-the Government will be in a position to strengthen the 
gold reserves of the country so much so that they will not,only have sufficient 
gold to start the Reserve Bank but also to meet their external liabilities if 
need be. Sir, they ought to have begun purchasing gold in the open market 
long long ago. Although it is late enough it is not yet too late to right the 
past wrong. Let them come forward, put 'an embargo on gold exports 
and purchase gold as demanded both by the Indian Meroantile Community 
and the public. Sir, if they do not do it they will have only furnished one 
morA Rli bstant,ial proof of the charge levelled agllin.t them that they are call
ous to the economic interests of India. Sir, with these word., I 8Upport 
the re"olution. (Applause.) 

The Resolution was unanimollsly adopted. 



The Chairman: We will come to Resolution No.2 on "".baDge pollcy 
later on, probably to·morrow. 

PUBLIC DEBT OF INDIA. 

The Chairman: I beg to move:--

.. The Federation strongly recommends to the- Government .of India" 
the appointment of .. Tribunal for' an impartia.i and thorough investigation 
into the financial obligat.ions between Great Britain and India." 

Mr. A. D. Shroll: I beg to move a Blight amendment, namely, to .. ub. 
atitute the words· "His Majesty's Government" for the words "Government 
of India," because it is a question betwe~n India and Great Britain and 
naturally we must recorlunend to HiB Majesty's Government and not to the 
Government of India. 

Mr. B. Das: I do not agree with my friend Mr. Shroll. This is a new 
innovation. We have never recommended to His Majesty's Government; 
we have always asked the Government of India to carry out the intentions 
of this Federation. It is a new change in our outlook. I do not want that 
." reBolut.ion whioh has been .ent by member bodi .. and approved by the 
Committee should be tam pored wjth. 

Mr. A. D. Shroff: Then may I suggsst the words-Sir Purshotamd •• 
Thakurdas haa as a matter of fact suggested them to me-u to preas for" 
to be inserted before the word "appointment" I That will meet Mr. Das' •. 
objection. 

Tho House agreed to the amendment. 

The following reaolution, as amended by inserting the words "to pr_ 
for" before the word "appointment," was unanimously adopted. 

"The Federat.ion IUongly "commends io U.e Government of India io 
pHIl for u.. appoiniment of a Tribunal for an imparUal and U.orough inv .. U· 
galion inio u.. &nancial obligaUoDi between Grtai Briiain 6001 India." 

AVIATION. 

Mr. Gllgauvihari L. M.hta (Indian Chambor of Commerce, Calcutta) : 
1 iM>g to movc: 

"That U.is Fed_lion iI of opinion u.at in any scheme for U.e develop
ment of civil aviat.ion in U1iI country, U.e Government .iIl alrictIJ aolhue io 
u.. Oonolit.ioDi laid down by U.em abeui ruervinc .. luhatantial majority-'li 



per ceni-oi .hare capital and directorale lor Indians and 01 affording traIn
ing and employment to Indians in all branches 01 its works and will not relax' 
these conditions on any account." . 

The resolution is seli-explanatory, and I do not think it needs many 
. words from me for your acceptance. 

So far as aviation for internal communications is concerned, the Central 
Legislature have approved and the Government of India have adopted the 
principle of reserving the majority of share capital and directorate for Indian. 
and of affording training facilities and employment to Indians in all branches 
of its works. These conditions are not only in accordance with the aim un
derlying the general policy of discriminating protection laid down by the 
Government of India as an outcome of the Fiscal Commission, but have the 
sanction of the Extern .. 1 Capital Committee which definitely recommended 
the imposition of specific stipulations for safeguarding Indian interests 
whenever pecuniary assistance in the shape of bounties or subsidies is granted 
by the Government. 

Trade conditions and the financial position of the Government have' 
compelled the Government of India to slacken the pace of the programme of 
civil aviation. The Associated Chambers of Commerce have become cntical 
towards this delay and at their last annual session in Calcutta in December, 
they passed a resolution deploring the slo~ progress made in the develop
ment of civil aviation particularly on the trans-Atlantic route and urging 
immediate steps towards the inauguration of an air mail service between 
Karachi and Bombay. With a view to hasten this progress, the resolution 
further suggested that pending any other air facilities, arrangements should 
be made by Government with any available service for the conveyance of 
air mails between India and Burma so as to ensure service. The Associated 
Chambers, it appears, are in favour of political separation between Burma 
and India, but closer aerial and commercial contact and relationship. 
(Laughter.) 

It is well known that civil aviation is no mere commercial proposition. 
There is in this question a preponderant element of imperial politics. Air 
transport cow;titutes an invaluable link in empire communications, and it 
is for this reason that it is being subsiill.ed and encour .. ged by the various 
Governments in the Empire, and ita rapid development is being demanded 
by our friends who think imperially. Fortunately, they have at the head 
of the Government a Secretary of State for Inilla who is an expert in airways 
and one of whose claims to the India Office rested on the fact that he lIew 
to India in an aeroplane. (Laughter). He has alwaya had ambitious sche
mes for covering the Empire with air service. It is possible therefore that he 
might be sympathetip to the proposals for a speedy development of civil 
aviation propounded and urged by our friends. And we have no doubt 
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that he ~ .~Joou make oaravana lIy while the dogs ale looked up. 
(Laughter.) 

It might be argued that the soheme suggested by the Associated Cbam~ 
bers is only a temporary expedient pending the emergence of permanent 
facilities. But temporary devices have a knack of becoming permanent in 
this country. We are still in the period of tra1i&tion in whioh we were placed 
by Mr. Montagu. Moreover, let us not forget that if ever there was a key 
industry civil aviation is one.' Commeroial air fleete are an auxilliary 
to military aircraft, and would serve as reserve in periods of emergenoy. 
That is the principal reason why Governmente all over the world are eubai
diaing civil aviation. Secondly, let us remember, once a non-Indisn ente-r
prise of this kind is established, it will be very difficult to re.gulate its conduct 
.subsequently for the safeguarding of national interests. The case of paper 
mill industry is apposite in this conneotion. Sir George Rainy, it will l>e 
remembered, refused to impose any stipulations about Indianisation on the 
existing paper mills on the ground that they had already enjoyed proteotion 
and conditions may only be laid down in the case of new industries to whiob 
protection is given. 

Before I conolude, I would draw your attention to two pointe on this 
question. The main purpose of the resolution is thet the controlling 
interest should be in the handa of Indians. It laye down conditions about 
lhara capital and directorate. If there is any managing agenoy, the 
controlling interest should be in the hands of Indians and if there is a mana
ging director he should be an Indian. Secondly, regarding the training and 
employment of Indians, it implies that training facilities should be provided 
to Indians, aud there should be immediate employment of trained Indians. 
Lastly, I would My thet the Gilneral Purposes Sub-Committee of the Re
trenchment Advisory Committee was also of this opinion. The conditions 
upon which the Sub-Committee has unanimously agreed to propose that the 
contemplated State Air Servioe should be held in abeyanoe are thet no non
Indian commercial conoern should be allowed to be started as the Indian 
link in an east and west through air run. The Sub-Committee is generally 
of the view that it is unlikely that the Government of India in the present 
financial oiroumatan088 throughout tha world, will be faced at any early 
date with the alternative of either institutiog or having to accept the 
establishment of a non-Indian controlled aervioe. 

But this is the most important part of their recommendation: "Should 
however IUch an issue ariea at any stage, the Sub-Committee recommends 
that the Government of India should unhesitatingly adopt the former COU188 

and prooeed with the institution of a State Air Servioe." Not merely satis
fied with that, they e~ laid down oertain retaliatory _ which tho, 
G9vwnment oould ancl shonic! adopt. TheT eaict ; 
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"But against pressure and threats from any powerful l.on-Indian com· 
merci&l interest, the Sub-Committee considers th&t the Government of Indi&, 
at the limit of withdrawing an their. ground organisation and /meteorological 
faoilities (the latter up to the bordeta of Persia> are not without effective 
weapons." 

With these words I commend this Resolution to the acceptance of the 
House. 

Lt. Sardsr P. S. Sodhbans (lndian Chamber of Commerce, Lahore): 

I have been asked to second the Resolution. Had I known that I 
was to second thil1 Resolution I would have collected the necessary material. 
I am therefore handicapped but still I have to say something on this Resolu. 
tion. I have got some recent experience of how oivil aviation is encouraged 
by the Government of India. The Government of India is granting sub· 
sidies to the V&rious aero clubs in India, so th&t airmindedness may be created 
amongst the people of India. No doubt this has helped our young men to 
learn aviation in different parts of the country but the difficulty has recently 
arisen with regard to those young men who considered that civil &viation is 
going to be an important vocation of life and therefore they went to foreign 
countries to learn ground engineering and pilot &nd instructor course. In 
the Punjab I had a chance of &cting as a Secretary of the Aero Club and there 
we employed an European pilot instructor and an European ground engineer 
and by chance they resigned. We employed Indians and they were not 
recognised by the Director of Civil Aviation, not on account of the fact 
that they were Indians but on account of the fact that they did not possess 
sufficient knowledge and experience as required by the Government. These 
young men went to England. They got their qualification as pilots and 
instructors and they got certificates from the air ministry but as soon as they 
landed in India, they were not considered qualified to train young men in 
Jndia. It was in reality a great trouble for them because they incurred heavy 
, expense. They went to foreign countries and when they came back they 
did not get employment. This happened in many cases where Indians 

. after receiving training have not been able to get any appointment and even 
when they got appointments, it was only as subordinates. No doubt in 
civil aviation we have got to employ very efficient men because the lives 
of those who lIyare entrusted to them but the difficulty is how to train these 
young men who are considered to have insufficient training. At the recent 
conference of the aero clubs of India, I pointed out to the Director of Civil 
Aviation and others th&t it would be a great h&rdship to these young men 
who had been to England, got their training and came back and then to go 
to England for further training. They did not agree to their being 
trained in any of the clubs in India, because I was in a hopeless minority. 
This i. the trouble of our young men. They are unable to get employ
IIIcnt. ftll the same that is a handicap 011 Qlle side, 0" the other hlld 1 
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lind that those young men who were conaidered to have. received good training 
were being ofiered employment. Recently a young man named Mr. Gurdial 
Singh has been employed as an Inspector of Civil Aerodromes and there are 
two or three other young men who are receiving tl'&ining in England. I do 
not know what is going to be their fate. Unless our young men, who re
ceive training in all branches and get certificates from the Air Ministry, 
are appointed, there will naturally be discontent not only among 
these young men but among their parents also who spent thou
sands and thousands of rupees on their education. As regards 75 per cent 
nf the share capital, I have nothing to say because Mr. Mehta has already 
dealt with that subject sufficiently well. I have therefore much pleasure in 
supporting this Resolution. 

The Resolution was then put to the vote an~ declared carried. 

ROADS. 

!th. M. L Dahanukar (Maharashtra Chamber of Commerce~ Bombay) : 

• I rise to move the Resolution on Roads. it reads as follows :-

''The Federation is of opinion that the Government of India in allotting 
funds out of the recoipts of petrol tax for construction of roads to Provincial 
Road Boards shonld issue definite instructions to the Boards for constructing 
only cement concrete roads wherever needed in the country in preference to 
asphalt road Iven at lome higher cod as construction of' cement roads would . 
give an impetus to indigenous industries, stimulate transport and increase 
amploym8llt in th, country." 

• You will find slight verbal changes in the wording of the Resolution. 
I have changed 'slightly' into 'some' and for 'an indigenous industry' I have 
subatituted 'indigenous industries'. Although little research work is so 
far done in this country with regard to road, 'road surfaces' experience of 
other countries will be useful to this country in coming to a decision on 8Uch 
a vital aspect of the problem of road construction. This question hat to-day 
assumed an importance which it did not possess before due to the heavy 
increase in vehicnlar, especially, the automobile traffio and also due to the 
great impetus the samo has given to the movement nf men and goods all 
over the country, opening up in some cases tracts which were hitherto far 
removed from populated areas. It can be eaid that the automobile has 
produced a veritable revolution in transport and iut efiects have already 
begun to be apparent. It looks at if it has thrown a challenge to the Railways 
the world over. Anyway it hat brought to the forefront the question of 
road surface, the problem nf a amooth, strong, durable and eoonomic road 
surface. It may be eaid that this problem was only recently eolved after 
the development nf cement concrete as a road eurlacing material 

• Not corrected. 
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I need not emphasise the very great necessity of the lIuthorities con
cerned taking the right decision in the matter when the road system of this 
country is about to enter upon II new 'phase of development. It is therefore 
but right that an important body like this Federation should express its 
views on this question by means of a Resolution. 

The Bates Road tests carried out in the State of Illinois in the United 
States of America, where the Director of the Department of Public Works 
and Building, the Superintendent of Highways, and the Chief Highway 
Engineer were in charge of the test has conclusively proved that the concrete 
road is one of the best fitted to meet the requirements of the modern traffic. 
The Bates tests have proved the strength of the concrete roads. Thllt these 
have been in continuous service for over 20 years proves their durability 
and the small cost of maintenance makes them economical. Other things 
bAing equal the strength of a road and its resistance to impact are the 
principal factors in its durability. 

I am aware that it is said in certain quarters that the cost of cement 
concrete roads is a bit higher than that of the asphalted roads. I would 
only say in this connection thllt this view is controverted and thllt engineer
ing opinion on this is divided. There is, however, one point which I would 
like to specially mention and it is this. We must look to whllt is the ulti
mate and not the initial or immediate COBt. This apart I may go even a 
step further and say that there is an additional reason why'we should hIIve 
cement concrete roads in preference to asphilit roads so long as the asphalt 
is not an indigenous product in this country, in thllt 'Ye can thereby keep 
almost all the money spent on ,.ads in the country iteeif, a thing which is 
from every point of view desirable. What is observed with regard to cement 
roads by so eminent an authority as Nawab Karmat Jung Bahadur, Chief 
Engineer, H. E. H. the Nimm's dominions with regard to Hyderabad State 
is to my mind equally true of the rest of India. It will mean encouragement 
not only to the Indian cement industry but it will mean more traffic for our 
railways, a consideration by no means to be ignored and it means also an 
employment for engineers and others at a time when Government, their 
Public Works Department and the Railways have all cut dowp the construc
tional progrlLlllllle on account of financial stringency. I may mention that 
every ton of cement used means a demand for hIIif a ton of coal for its manufac
ture and a demand of 20 bags to pack it and this is bound to bave some 
healthy effect on the coal and jute industries. It may be also pointed ant 
that cement concrete roads can be designed to meet the exigencies of almost 
any climatic conditions and they have withetood a large mnge of tempam
ture in the United States of America and Canada. Rain and frost have no 
injurious effect and unlike the asphalt roads they do not become slippery 
in the rains or hot in the summer. It will also be interesting to know that 
cement concrete construction of roads is gradually increasing in America, 
Ji:ngland al!d Germany lind it is attrllcting attelltiOl! e~ .. where. The Ul!ited 
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States and Britain respectively have approximately 112,oQo, miles and 3,000 
miles of cement concrete..roads out of the to,tal mileage of 140,000 and 120,000, 
of metalled roads. Germany has planned some 1,000 kilometres in the year 
1930 and as time passes on there is reason to helieve that these will increase,. 

It is I should think only fair, in view of what I have said so far, that the 
authorities concerned should see that only cement concrete roads are made 
wherenr even better roads or better road-surfaces are needed and the money 
which hL\8 been contributed by the petrol consumers should be spent on the 
produce of an indigenous industry. 

With tbese words, 'gentlemen, I commend my proposition 'for your un· 
animous acceptance. 

Mr. Anandji Harid ... (Indian Chamber of Commerce, Caloutta) : 

• Mr. Chairman and gentlemen, the need for the develc.pment of road 
transport and the important part that road transport is going to play in tb,e 
future eoonomio development of the oountry is apparent to every student of 
economics. But if we are going to have a great development of roads in the 
country, we must certainly also see that the money spent on road develop
ment remains as far as possible'in the country to confer further benefits on 
the people. The proposition 'placed before this 'house 'by my friend, Mr. 
Dahannkar, 'is really one which:will meet with the acceptance of all sections 
of t~e community. As in other matters so in the matter of the development 
of roads, we have been blindly following the practice of other countries. We 
import 'heavy quan~ties of asphalt without considering the requirements 
of the country and the ospacity of the country to spend so much money. 
I am not, Sir, opposed to imports qua imports, but when imports mean 
Bubstituting something which could be had in t)1e country, it is certainly a 
wrong done to the country, and steps must be taken to put it right as quickly 
as possible. 'I should have liked to have this resolution amplified a bit 
BO that the Federation could draw the attention of municipalities and local 
bodies in India also to the need of giving preference to cement conorete or 
other indigenous articles in place of asphalt. Asphalt is not suitable to the 
requirements of the .country, as many of us must have noticed, in the hot 
weather. Sometimes, when the heat is very great, as we aU know, asphalt 
gets very sticky and animals find it very hard to draw heavy loads on asphalt 
surfaces. Therefore, if the use of asphalt is diminished and asphalt is re
plaoed by cement concrete or stone sets, it will certainly mean a benefit to 
tho country; and at the same time it will be advantageous to the publio using 
the roads. With tbese words, Sir, I commend the resolution to the accept
ance of the House. 

Mr. P. C. Coomar (Bengal National Chamber of Commerce, Calcutta): 

• Not corrected. 
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Bir, while cordially supporting the resolution moved, I may also point 
out that the percentage of coot of asphalt is very little in compariion with 
cement concrete, and that the life of a cement-concreta road is much 
longer. Also a cement concrete road will give much better facilities to motor 
services. By reducing expenses, that will also help the motor industry 88 

well as give a chance to the public for pressing for the reduction of the rail
way rates. The money coming out of the motor men, "that is the petrol 
tax, shoWd of course be utilised to the advantage of the motor industry. 
Such advantage will be very little if we take to the asphalt road in Compari
son with the cement-concrete road; also. I may point out, motor traffio 
on the asphalt road is impeded as coll\pared with the cell\ent road and the 
asphalt road soon becomes much worse than the cement road. With thqso 
Words, I BUpport the reBOlutioll. 

Lieutenant Sardar Prem Singh Sodhbans (Indiall Chall\ber of Comll\erce, 
Lahore) : 

Mr. President, By way of an amendment, I want "cement concrete as 
well as coal tar produced in India" to be ineerted, because in the Punjab we 
are not having asphalt but coal tar for all the roads. Therefore I would 
recommend that the words "coal tar" mey be used in addition to "cement 
concrete". If the addition of "coal tar" dQes not commend itself to the 
House, then I oppose the resolution. 

The Chairmen: As regards the inclusion of coal tar, Sardsr Sodhhana 
can send in a resolution suggesting to the Executive Committee the adop
tion of his proposal and the Exccutive Committee will thcn go into it and do 
the needful on the merits of the case. But to include this as an amendment 
at this stage would be difliOult. Our conventioll has been, particularly in 
the case of those resolutions that have been suggested by various Chambers, 
not to make any amendments therein, except verhal changes that might 
improve the wordiog as we have had some amendments of this nature to deal 
with to-day. The whole idea here has been not to exclude any indigenous 
material. The underlying principle is that tbe proceeds of the petrol tax 
should be spent on making roads of macadum or of cement or of some other 
material of loCal produce. If Sardsr Sodhhans wants to make a special 
mention of coal tar, he might make that suggestion to the Executive Com
mittee and the latter, after going into the merits of the question, will do all 
that they can to help him. 

The resolution W88 put to vote and carried unanimously. 

Mr. Fakirjee Cowasjee: May I suggest th~t this resolution with the 
contents o!the speeches made may be sent to all the municipalities i'! lll<iil\ 
{,lid aJsc? ~ district ~ 88 \t \B a vital 1uestion, . 
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PORT TRUST BOARDS. 

The Chairman: We come now to reaolotion No.8 re\eting to Por\ 
Trost Boards. 

"In vi •• • f tbe collltitoliDlllll hanllicap .f th. Inlliaa memhen .f the 
nftoU P.ri Tnuta wh ..... he1pl_ agailll& tbe lIY~eImiDg 1lDJIlb. .f 
their BuraPIID eoUllpM in ..., impor&ani .ecision npNiDg the eontrol of 
alfain of th_ ,.uaai-public iIlIlifuliolll, lOch .. me, .. ecnuidered impe ... 
live II, them in tbe intered of IOlIDII and ellIti.nt IlllJllgemeni IIlII ou .hich 
pullU. opiDion IIptciaI\J of the Inlliaa _li_ .f th. eo_Inial eommoDit, 
II iulilieul, th. Fed .. IiOll ..... tAl imp ... upon Oovllllllleni the impera
tive n...ut, .f imm.mw, nvieing th. eoulitoliOUl .f Pori Tnufa of the 
vmoDl mejor porll of India, their po'II'en .... funetiOUl wHh a vi •• tAl ....... 
.... omiDaDi rep_.nlation and ccmlroI tAl Indiaa inc.r.c. in all lOch hoIIi .. 
'Dill Fed_lion further IIrongIJ mg. upon Oovll'lllllllli tAl appoini onl, 
Inllillll in the .oatl .f Chairman and Vice-Chairman .r $II. MOil' Pori 
'J'rude .b ..... _ti. __ in th. fotue. I. 

MBASUREMor or CARGO AT PORTS. 

Mr. s. B. LuDe (Kan.cbi Indian Mercbant.' A8800iation): 

Mr. Preeiden~ and genUemen, the reaolotion whicb I beve the privilege 
to commend to the acceptanoe of thia meeting 1"IIllII .. foUowa :-

The F .. ..&ion Mng\J pro~ agaiIII& tbe attitude of cerWn SIeam
Ihip Companiel which pani m-..IJ tAlling\I iIlIIifaIiOll Ii .. .., pori in tbe 
ma&ter .f control of meuuremeni of HUipm_tl. HIlIItiDc in th. _liD
lion of \up income from th. gen ... Wen .... 1IJIII upon GoVIlIIIIlen& tAl 
appoint ai all major porie a Boaft eomprisiDc repreHDiali_.f 10cal 10_ 
mucial and lhippinc intIreetI for th •• urpoH of 1II'rJinc •• DlIaaunmea& 
work Ii th. minimum charpI. 

Sinoe thia MIIlIotion baa oome op for the lim time before thia :r~era
UOIl, it it perbeps neoeasary thet I aboold give yon a IiWe of the geneeia of 
the q018tion ID abow why thia qoestion baa become one of importlDoe. Y 00 
know thet several contracts of allreightment provide thet the freight ehaIl 
be chazgro accoJding to the apace the cargo occopies. The mODOpoIy for 
the m_urement of the cargo is enjoyed, .. a metter of fact, at all mejor 
porta by th.Chambers of eou.me.- In 1929 a member oftheKamcbi.1ndian 
Merchants Aaoociation approached the couatitoency I here represent for a 
oartifieate .. ID the measurements. TN Kamchi Indian Merchants A.oaoc:ia
tion replied thet it bad DO arrangements for certifying thl8e 1IIIISIIleIlIents. 
Th. m~mber wiabed that the AaootiatiOll eboold IIIIIh the neoeasary arruge
lIlente for the purpose. The ~ IndiNa M~'" 4!IsociatioP 1IUICl .. 
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inquiries into the practice that prevailed at Bombay and Calcutta and they 
were informed that at each of the ports a monopoly of this was enjoyed by 
the respective Chambers of Commerce. Having found this, it was necessary 
to find some remedy for this state of things, which was obviously an evil. 
They therefore approached the Chamber of Commerce first. The Chamber 
of Commerce were told that the charges were heavy in the first instance. 
The Chamber, after some consideration, reduced the oharge from one anna 
to three pice per each bale. This was not found satisfaotory. The Indian 
Merchants Association and the Buyers and Shippers Chamber, Karachi, 
then combined and told the Karachi Chamber of Commerce jointly that they 
must have a share in the control of this business, and further that the charge, 
which was half an anna before the war, was more than reasonable. But the 
Chamber of Commerce declined to do anything in the matter. A joint 
committee of the two Indian Chambers at Karachi was thersupon appoint
ed to look into the matter and that committee communicated first with vari
ous shipping companies. Amongst the shipping companies that were addr .... 
ed were the Italian line, the Rausa line and Grahams. They declined to do 
anything in the matter, and they l!aid that the arrangementa had worked 
10 long and were not at an unsatisfactory from their point of view and needed 
no alteration. The Karachi Indian Merchanta Association and the Buyers 
and Shippers Chamber at Karachi thought however that the system certain
ly had worked prejudicially to the Indian trade and needed alteration. No 
alteration might be called for strictly from the point of view of the shipping 
companies who combined to maintain a monopoly of a certain thing in the 
Chamber of Commerce bnt cortainly it was not acceptable to the Indian 
trade, and the charge levied was certainly high having regard to the narrow 
margin of profit th"t the merchants could make. When we found that they 
oould not do anything in the matter, we felt that this was an instance where it 
was necessary for the Federation to intervene and briug about some redresa 
of the grievanoe. It is not at all a difficult question, but the Chamber of 
Commerce is averse to any alteration. I shall give you certain figures as to 
their income at the port of Karachi from this. 

In 1927 tbo total income of the Chamber of Commerce, Karachi, was 
Ro. 00,632-12-11, out of which the messurements contributed Rs.34,772-10-
O,-that is, out of Rs. 60,000, Rs. 34,000. In 1928 the teal income of the 
Chamber of Commerce was Rs. 68,385-1-9, lind the measurements contri
buted Rs. 41,267-4-0. 

In 1929 the total income was Rs. 70,199-10-2 and the measurement work 
contributed Ro. 41,341-14-0. In 1930, the total income was Ro.67,397-13-5, 
out of which the mesurement contributed Rs. 39,632-2-0. When you have 
these figures before you, you can easily understand and see why the Cham
ber. of Commerce are 80 averse to alteration in the monopoly which they have 
80 IQng enjoyed and which they are naturally 80 unwilliug to let go and which 
~he Iadian ~erchants d", not see whr it should continue an110n6er. WhtI~ 



is the remedy that the Federation asks you to accept I Thi~ is certainty all. 
evil which needs some remedy. The remedy we suggest is that the Govern
ment must intervene and maintain at each port a body to do this work. 
Now, it might be said, and I must deal with that argument, that there are 
not qualified persons to do this work amongst Indians here. 'I say, no. 
This is not true. We are prepared to make as eatisfactory an arrangement 
as the shipping oompanies may require, in fact as satisfactory ,n arrange
ment as oxists in Karachi and I am sure similar arrangements can be made 
at the ports <if Bombay; Calcutta, Madras and elsewhere. Thero will be no 
difficulty on that score. We undertake to make the neCessary arrange
ments. We do not suggest that we should have a monopoly of it. We 
first of all suggested to the Chambers of Commerce and we are llertainly 
willing to aooopt if it com.s, that it should be a joint venture or combine. 
Now, it is not that there are no institutions where the Indian mercantile 
bodies and the Chambers of Commerce work together in Karachi. We 
have 'the joint cotton committee whicli' we got altar a long agitation and a 
great deal of struggle and that has been working quita eatisfactorily and there 
is absolutely no reason why this institution should not work equally eati .. 
factorily, so that it is quite possible to do it. If it is not, then we eay that 
the Government must intervene to maintain a Board composed of Members 
from the oommeroial bodies, 88 well as from the steemship companies. This 
will work well; It would solve every diffioulty. The European Ohambers 
of Commeroe who watoh mainly the foreign interests will no longer have a 
monopoly in future. I eay this i. a fit oase in which this Federation should 
ask for assi.tanoe froni Government. Now, it might be eaid that it would 
b. neoessary to have qualified surveyors. Certainly with the advent 'of the 
Dufierin cadets, there will be no diffioulty on that 8core. Even apart from' 
that, we have a sufficient number of them in our country at present to supply 
the demand that we feel for them. 'i'here is absolutely no reason except the 
attitude of the shipping companiee and the Chambers of Commerce who 
do not wish to forego or let go a large income whioh they enjoyed and tha 
shipping oompaniaa do not want to allow the monopoly to go out of the handa 
of the Chambers of Commerce. This i. an illustration of discrimination 
which needs intervention of the Government at an early date. With tbaae 
words, I commend the Resolution for the aooeptanoe of the HOUBO. 

Mr. S. C. Malllmdar, (East India Jute Aasooiation, Caloutta): Sir, 
my friend's Resolution is a fit one for the Federation to adopt and act upon 
it. It hu all along boon a sort of monopoly for the European Chambers of 
Commeroe throughout, to'enjoy the privilege and benefit out of it. In fact 
thia qllaation of meaSUI'Ilment .hould be a sort of Government oontrol 
and not under the control of any partioular Chamber of Commeroe. Of 
oouree it had been their monopoly thro"3hout but we do not want the pre
sent stage of things to continue any longer, particularly when their attitude 
is to dieoriminate between Indian shippers and European shippers. Moot 
of the merchants either exporters or importers..... Indian, and as IUch th-. 



is no reason why they should subniit to tlte European Chamber of Commercii 
for this kind of work,-I think it is a fit case that the Government of India 
. should appoint ~ Board, and even in England it i. the Board of Trade that 
regulates measurements of cargo at the ports and derive a large income. 
I therefore think that there should be a Board constituted by the Govem
'ment of India to regulate p1e ... urements in ports. Then again as my friend 
already suggested. there is a lot of discrimination made by the Europesn 
Chambers of Commerce, who are in League with the Europesn Shipping 
Companies not to accept measurement certificate grante4 by Indisn Cham
ber of Commerce. You might also remember, gentlemen, that in the case 
of exchange banks also, the same difficulty was experienced. Some exchange 
banks have been refusing to accept Indian insurance companies' policies. 
These Indian insurance companies arc fighting out the matter and I hope 
they will succeed later on. In this ease also, it should not be left to the 
parti~ular Chamber of Commerce but it should be left to the Board constitu
ted by the Government of Iudia. Apart from that question, the huge in
come thus derived from these measurements should be enjoyed either by the 
Government of India or by the Board, whatever body might control this work 
and not by a particular chamber. With these words, gentlemen, I beg to 
second the Resolution. 

The Chairman: The question is that the Resolution No.7 be adopted. 

'I.'he Resolution was adopted by the House. 

'rhe Chairman: Resolution No.8, re: Aden: It is understood that 
this is alrqady an accomplished fact. Mr. Husseinbhoy !.alji said that when 
he would come here again, he would say whether it was necessary to move 
the Resolution. Unfort"""tely he has not been able to come here As the 
transfer of Aden has already been effected, there is nothing more to be done 
at this stage on this Resolution. That brings US to Resolution No.9, r8: 
Constitution for India. The report of our delegates to Round Table Con
ference was expected, while this agenda W88 being circnlated, hy now and the 
Federation bad hoped to be able to formulate some Resolution on this sub
ject. As however, owing to unforeseen diflicnlties, this report has not 
been received, no Resolution has been drafted at this time. As soon as the 
report of our Delegation is received, which we hope shortly, the CGmmittee 
will go into the report and probably circulate. the report to the Member
bodies and then this question be w..cusaed. 

As regards Resolution No.tO, thi. \lill come up for diecussion tomorrow 
along with the Resolution on exchange policy. That brings us to item No. 
3 on the Agenda for the p.eoent, leaving these two Resolutions to be dealt 
with tomorrow. 
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ADOPtION OF THE ANNUAL REPOl'lT AND STATiMgSt OF 
ACCOUNTS FOR THE YEAR 1930-31. 

Chairman: Item 3 .relates to tho adoption of the Fifth Annual Report 
and the Statement of Accounts for the year ending 30th. November, 1931. 
These have been circulated and have been in the hands of the repreeentatives 
for 80me ti!'1e now. I beg to move that these be adopted. 

"The 8fDl annual reporl ana DIe Slat,ment of Account. were .. opt.a ... 

REPRESENTATIVE OF THE FEDERATION IN GERMANY. 

The Chairman: Item 4 in tho Agenda relates to tho question of extend
ing the period of ollice of Dr. Chempalcaraman PiUai, repreeentative of the 
Federation<in Berlin. La9t year, at the annual meeting we agreed to appoint 
Dr. Pillai as OUt representative in Berlin for one, year. The question now 
arises for extending hi. period. I would ask Sir Pur.hotamdas Thakurdas 
who happened to paso through Berlin recently and 80me in 80ntact with Dr. 
Pillai to give us 80me idea of his work. 

Sir Purahotamdas Thakurdas (Indian Merchan~' Chamber, Bombay): 
Last year it was decided upon by this Federation that Dr. Pillai should he· 
appointed as our representative in Germany. When I W8s in England last 
October, I happened to pass through Germany on my way back to India. 
The two days which I spent in Berlin, I spent with Dr. Pillai. I had heard 
a good deal about the way in which Dr. Pillai had been working. ] locked 
at the files and his correspondence with our various commercial bodies here 
and I felt that in Dr. Pillai we have a person who is very keen on being of 
service to our Member firms here and who rea1ly takes a 80rrect Indian point 
of view as far as his limited seops is 8Oncerned. Incidentally' I may also 
mention that he appeared to me to be well connected with the various com
mercial houses and big organisations in Germany and I feel that attar having 
eeen myself both of his influence there and of the work which he has done 
for Indian Commercial organisations, We would he doing a good thing, if 
we renew the arrangemonts for, say, another two years or so. Dr. Pillai is 
being paid by us about Rs. 1,500 a year and from the enquiries which he gets 
from this end, it struck me that most of the remuneration is taken up either 
in postage, which is generally not oheap now ... -days, and other expenses 
which must he inhorent in an olli .. of the nature of Dr. Pillai's. I feel that 
in Dr. Pillai we have .. person who really is able to oom~ very favourably 
with the work which is being done by the Trade Commissioners in the vanoua 
porta. There is one Trade Commissioner stationed at Hamburg and in some 
_. I found that even this Trade Commissioner in Hamburg refers 
enquiries to Dr. Pi1Iai. Dr. Pillai is very oonveraant with the German langu
age and to that extent he has .. great pull over the Government of India 
ofIiciai there. I 'herofore feal that we would do well in retaining Dr. PiJlai', 



services lor a couple of years more at least. Although o~ finance&. may Dot 
be very easy, yet I feel it may be. w~rth the while of thll; .Federation to pay a 
little more in order to see that Dr. Pillai is not actually out of pocket, which 
he claims he almost is at the present time. 1 would just say, i1 I may, one 
word to my friends who send enquiries !rom. hero·to. Dr. Pillai •. If they 
really want to make the best use of Dr. Pillai and .. t tho. same time not he a 
hu'rden on the Federation generally, definite enquiries only. shoul,d be made 
of Dr. Pillai who should be told that tho enquiring firms here would pay 
Dr. Pillai hi~ out of pocket expenses, such as postage, teIcgraphi~ charges 3nd 
w'iien he has to go and see people, even his travelling expenses. 

I make this suggestion'on ;"y ~wn. I have 'lot consulted either the 
~resident or the Committee but I do feel that a person who makes an inquiry 
for t/>e purpose of advancing his business ought to pay the out of pocket 
expenses involved in it. And ifa person or a firm who may send out inquiries 
like this says that he will be quite prepared to meet his bill for his out of 
pocket expenses, I am sure that it will be a great encouragement to Dr. Pillay 
and will greatly lighten his work. Thore are at lesct one or two instanoos 
which were brought to my notice a"d which I may usefully mention her~ 
not for the purpose of criticising any particular inquiries which were made 
but simply for the purpOse of showing that if persons who send inquiries to 
·Dr. Pillay really wish him to act as their agent they must resort to what is 
called the method of trusting him. One particular instance I know of and 
I saw the correspondence about it. A certain individual,sent an Inquiry for 
a .certain machine to be bought !rom Germany. Dr. Pillay went round and 
!!pt quotations for the machine and said that he was getting a discount of 
about 25 per cent. Having got this information the firm thought fit to place 
the order direct thinking that they would either get the commission direct 
or that they would perhaps get more. When the order was so placed naturally 
the. bill went for the whole amount. The custom of the trade union organisa· 
tion or of that guild was that a rebate or discount was to be paid only to a' 
recognised association and when the bill was sent the. buyer found to their 
)iorror that the discount did not appea.r there at all. They corresponded 
and were. told that the rebate could not be given to them. Dr. Pil\ay was 
~~ten to but he ~uld not do anything. Another illStance of a similar 
nl'ture was brought to my notice. I do not want to give details 118 the party 
con";'rned may think that he is being accused. But I do feel that if people 
w":nt 'to use Dr. Pillay's services fully they have to deal with him in a 
manner which will show that they trust him .. With th .... words I have 
ple";'~e in strongly recommending the House to authorise the Committee to 
r~~e'Y at their discretion the connection with Dr. Pillay either at the same 
re,muneration or at sueh higher remuneration .... may be thought feasihle 

. by. the Committee. 

Mr. Fakirjee Cowasjee, (Buyers .It Shippers Chamber, Karachi): 
Sir:.n.tay I inquire !rom Sir l'urshotamdas Tha.kurdas as to what tho busineaa 



I ~i \ 
ot Dr. Pillay is in Berlin I I' make this inquiry for one reason' na.meiy that 
if he can· p088ibly shift his domicile from Berlin to an industrial centre like 
Hamburg he will certainly be assisting us greatly. It is not with a view to 
oppose what Sir Purshotamdas Thakurdas has said but with .. view to fur
ther the cause of Indian trade in Germany whioh it is necessa.ry should be 
extended, that I am saying this. I have had certain oommuuications with 
Hamburg people and unfortunately I am not satisfied with the results I got; 
and I fcel that if Dr •. Pillay can possibly shift his' domicile there it would 
be advantageous to the traders here. I certainly commend to all those who 
may enlist the services of Dr. Pillay that he should be paid his full out of 
pooket' expenses which at times run into pounds instead of rupees. The ser-' 
vice between India and Germany is an expensive one much more than even 
between England and India. This fact should not be forgotten and I per
sonally feel that if we ca.n possibly induce Dr; Pillay to shift his domicile 
from Berlin to an inliustrial city, we shall be much more beneft·ted. 

Mr. A. R. Siddiqi (Indian Chamber of Commeroe in Great· Britain, 
London): Sir, I want to ask if this Federation appoints non-official Trade 
Commissioners in any other country besides Germany and if Dr. Pillay renders 
these services to the Federation as a matter of charity or as .. matter of gene
rosity so that this Federation i. 'called upon to pay only his out of pocket 
expenses. I want to know something more about this because I happen 
to know abnost two dozen Indian gentlemen in Germany whocl .. im ·to be 
commercial experts on all earthly and unearthly questions and simply be
cause they can ta1k the German language they claim to be experts on all con. 
oeivaille matters. I also happen to know Dr. Pillay personally. I should 
not like to contradiot a.n experienced gentleman· like Sir Purshotamda. 
ThlLkurdas but our .... ooiation with the gent,leman in the past may not 
lead to the happy results whioh Sir Purshotamdas ThlLkurdas may expect. 
Therefore before the Federation deeidcs upon the policy of appointing 
non-official Trade Commissioners in foreign oountries we should appoint" 
people who have at least a commercial standing of some sort or kind. I 
do not ea11 upon him to be a millionaire or any great commeroial magnate. 
But so far as I know Dr. Pillay was appointed there as a hack orator to 
visit German centres and to ta1k on politi?,,' and I very seriously queition 
Dr. Pillay's capacity to express an opinion pn allY thing commercial of any 
sort or kind. I would very humbly suggest,:-l am not oonversant with the. 
methods of the Federation as this is my first year.-but I would very humbly 
suggest that our Exeoutive Committee should go into' this matter with 
much greater care. and th~n if Dr. Pillay bas really rendered us valuable 
servi_. it i. only our dut.y to reappoint bim and thell to pay him for the 
servi_ rendered. I certaiuly do not like the id~ of paying only his ou$ 
of pooket expenses and ask him to run this charitable organisation. 

Mr. S. C. Maaumdar: Cannot the same aervioe be rendered by the 
Trade Commissioaer IlOW stationed at Hamburg I 



Mr. A. C. Khosla: May I ask whether he is doing his own business • 
If he is doing his own business, are the Federation going to support him , 

Mr. Devidas H. Sheh (Baroda MiU-owners Association): Sir, it is 
high time the Federation decides the question that was raised at the last 
session. The point was raised whether in appointing Dr. Pillay we were 
starting the custom of appointing our own Commissioners in various centres. 
It was not answered last·time. It wae asked whether we were making an 
experiment with Dr. Pillay in Germany and whether it wae thought to con
tinue the practice elsewhere. Most probably it was Sir Purshotamdas 
Thakurd .... who drew attention to the fact that our finances were not so good 
as to enable this House to appoint Commissioners elsewhere even if we 
wanted to. Sir Purshotamdas alluded to the same condition of our finances 
at present. From this point of view I should ask this House to decide once 

. for an whether they are going to make an experiment for two years ae was 
suggested by Sir Pnrshotamdas. an experiment which if successful cannot be 
extended to other lands or to other persons in the same country. It is 
high time noW fo~ Dr. Pillay to have reported to this House after 12 months 
as regards the amount of work thet he has done there because this House 
was not in a position to decide whet a single individual in Germany can do. 
It was left to the Executive Committee to decide whether even as an experi
ment Dr. Pillay should be appointed. I think the Executive Committee 
ought to be in a position definitely to esy thet the experiment has succeeded. 
If it cannot and if Sir Pnrehotamdas's visit is the only exponent of his work 
there, I think this House will heve to think twice before continuing the 
experiment which has not been definitely proved successful or that cannot 
be extended to other countries in the interest of the Indian mercantile 
community. 

Sir P~.hotamdas Th"kurdas: Sir, before I say anything I hope you will 
request the press here to treat this disoussion as purely confidential and 
not to report it. It is ouly fair to Dr. Pillay that nothing should "ppesr 
in the press. 

I will dcsl with the point raised by the last speaker fir.t. I think there 
i. a littlc misal'preheusion ahout the whole thing. It is not a question of 
our appointing Trade Commissioners at the yarious ports. It was a 
question 01 our appointing somebody who will keep us in touch with things 
happening there, and one who is prepared to disseminato suoh news reganling 
Iuwa as we think should be known in other countries. It is quite tnle thet 
there are many countries in tho world where Inwan news can be IIll8fully 
spread but we haYB not the necessary funds and it was resolved last time 
that an cxperitpent should be made in Berlin. The last spesker also asked 
whether we have had any report from Dr. Pillay. He will perheps remem
ber thet last yoar this meeting was held somewhere in the first week of April 
and the communication to Dr. Pillay appointing him went out froll! here 
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JJt.et tha.t, and Dr. Pillay took charge at the earliest 011 ths lot May. There' 
fore there has Dot beeD a period of 12 mODths when you can expect Dr • 

. Pillay to seDd his report. The Committee have called for a report of that 
nature and as we are to-day meeting at the eDd of 11 mODths aDd not 12 
months after ths last meeting, obviously there has Dot beeD enough time 
to get a repon. I do Dot kDOW whether the last speaker meant that I askod 
the House to pass this because I have beeD to Germany. He almost said so. 
Far from it. What I say I .... y more with the view to help the FederatioD 
to come to a decision thaD with a .view to make you attach undue importallll8 
to what I may .... y. You caD turn dowD the whole proposal if it does Dot 
meet with your approval. I am trying to do something for you aDd it is 
possible my judgmeDt may be WroDg, but I am not asking you to confirm you 
because I am the only exponeDt. 

Now, as regards the point raised by my friend over there, I fully agree 
that iD Dr. Pillay you have not got a rich man with l88OUl'Il8II or with much 
mo'ney. Dr •. Pillay ill a maD who earns his daily. livelihood practically by 
working from day to day aDd we did not appoint him for the purpose of help
ing people to get their things at a diecoUDt or for any commercial purpose. 
He does that only becaus8 he geta inquiries. The FoderatioD did not seDd 
out circulars and ask the people to send out their things through Dr. Pillay. 
His maiD job there is to watch if things in India. a.re beiDg represeDted in the 
proper manner. Many inquiries come to him from local organiaatiOD8 there 
regarding some son of information or other about India. He coDtributes 
to at least half a dozen newspapers and he gives replies to inquiries which ho 
gets from the Federation. Dr. Pillay does not do this work as a charity. 
Much less would this FederatioD aSk him to do it as charity. But he doos 
claim to do the work for payment which almost pays hie out of pocket 
expenses and may Ioave him a sma\l balance. ID my OpinioD R.s. 1,500 a· 
year in Germany oannot mean much; aDd as my friend over there has been 
in Germany he knOw. that after. all this sum cannot mean much there. It 
ie not charity, but as I said that it may be Doceesary to pay him more if you 
want him to work without suffering 1088. 

Mr. Fakirjee Cowasjes's suggestion that they might ask Dr. Pilla; if he 
oould shift to Hamburg might be considered if they lIQuid pay Mr. Pillay 
more adequately and fully: the suggestion could in any case be communicated 
to Dr. Pillay to eee if it ..... worth his while. The main point was that Dr. 
Pillay was not their commercial ageDt or OOIIlIIliBaion agent. He merely 
kept them in touch with what was happening thereiD the political, oommereial. 
ind ... trial and 6.nancial world. Dr. Pillay was Dot anxious to do aaything 
more than that. While in GermaDY he, the speaker, perceived a spirit in 
Dr. Pil"y to be of eerviOll to members here. Hen ... his suggestion to send 
him inquiries for which they might be willing to pay. The enly point they 
had to decide was whether they wanted this IIOrt of link between Germany 
and Iudia to exiat or whether it ehould be stopped. U they felt that it _ 



not necessary to spend the money, they could stop it. But he was convill£ed 
that it was necessary to have that sort of link. 

Mr. Fakirjee Cowasjee: Would you mind clearing the minds of mem
bers on one point: that it was not Dr. Pillay who approached us for this 
appointment, but it was suggested to us by Mr. J. K. Mehta, who had been 
there and in the interests of trade and commerce he suggested to us and the 
executive committee considered the offer for a year before recommending 
it to this House last year! 

The Chairman: What Mr. Cowasjee says is correct. In view of the 
reply given by Sir Purshotamdas Thakurdas and in view of the impression 
left on our mind that Dr. Pillay's services have been useful for the purposes 
for which they were intended, I move: 

"Tha' th. Executiv. Committe. should b. authorised to renew, at their 
discretion, the servieu of Dr. C. Pilla, for two y.an on a remuneration not 
exceeding Rs. 1,500 a y.ar." 

The proposal was carried by a majority, four members dissenting. 

COMMERCIAL DOCUMENTS 

The Chairman: Regarding Item No.5 on the agenda, the Committee 
have recommended the following resolution to the Annual Meeting for 
adoption: 

"That th. Federation approves of th. r.commendations made by th. 
Commercial Documents Sub-Committe. and authoris.. lit, Committee to 
forward a copy of lite .aid Report along with the note lubmitted by Mr. M. A. 
Master to th, Government of India willt a requ .. ' to und.riak. the D.C .... ry 
legislatioD as recommeDd.d in the Repori." 

.The resolution was carried unanimously. 

APPOINTMENT OF HONORARY AUDITORS 

The Chairman: I move that Messrs K. S. Iyer and Co. be appointed 
honorary auditors for the ensuing year. 

Carried. 

The Session then adjourned ti1l10-30 a.m. on the following day, Sunday 
27th March, 1932. 
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SECOND DAY'S PROCEEDINGS 

SUNDAY, 27TR MAROR, 1932 

The Session commenced at IG-30 a.m. The Vice-President, Mr. Wal
ohand Hirachand oocupied the Chair. 

The Chairman: Before beginniog our regular business, gentlemen, I 
will announce to the House the result of the election held yesterday. 

'President 

• Mr. Walchand Hiraohand 

Twelve Members of the Executive Committee 

1. Mr. G. D. Birla(Indian Chamber of' Commerce, Calc":tta). 
(76) t 

II. Sir Purshotamdas Thakurdas, Kt., CJ.E., M.B.E., (Indian 
Merohants' Chamber, Bombay). (74) 

3. Lala Shri Ram (Delhi Factory Owners' Federation, Delhi); 
(73) 

4. Mr. NaliDi Ranjan Sarker (Bengal National Chamber of 
Commerce, Calcutta). (71) 

II. Mr. B. DaB, M.L.A., (Biharand Orissa Chamber of Commerce, 
• Patna). (65) , , 

6. Mr. Kasturbhai Lalbhai (Ahmedabad Millowners' Associa
tion, Ahmedabad). (64) 

7. Mr. M. L. Dahanukar (Maharashtra Chamber of Commerce, 
Bombay). (62) 

8. Mr. Fakirjee Cowasjee (Buyers & Shippera Chamber, 
Karachi). (57) 

9. Mr. R. K. Shanmukham Chetty, M.L.A. (Indian Chamber 
of Commerce, 'Coimbatore). (M~ , 

10. Mr. Hooseinbhoy A. Lalljee (The Indian Salt Association; 
Bombay). (49)' 

11. Mr. M. Mohamed Ismail Saib (Southern India Skin :and Hide 
Merchants' Association, Madras). (48) 

111. Mr. J. C. Gho .. (Indian Tea Planters' Association, JaIpai· 
guri). (44) , 

Bonora.,. Treasurers 

1. • Mr. D. P. Khaitan (Indian Chamber of Commerce,Cal· 
cutta). 

II. • Mr. R. L. Nopany (Jute Balers' Association, Calcutta). 

• Elected unopposed. t The fi","" io bracket!! indio;ate th, ~ulllbet 
of V\l~ secured. 



Mr. G. L. Mehta: May I request you,Sir, to read out the report of the 
scrutinisers ! 

The Chairman: There is nothing like a Report; there' i. a result, 
I understand. Usually we merely announce the final result. 

Mr. H. P. Bagaria: He perhaps wants to know how many vote. have 
been cast in favour of each member. 

The Chairman: Is that the desire of the House that I should read out 
the number of votes given to each member! 

Mr. C. A. Buch : Will you kiudly read out all the numbers ! 

Mr. D. P. Khaitan: Sir, I doubt very much if it would be desirable 
that the votes received by members should be read out. Let the whole 
House consider it. Personally I have no objection. 

. Mr. H. P. Bagaria: What is the convention! 

Mr. D. P. Khaitan: There is no convention. You ian adopt any 
convention. 

Mr. A. D. Shroff: I should like a settlement of t.he question raised 
by the other side, Sir, and if you are not going to give the number of votes 
cast for each member, I should like to know the number of votes cast for the 
first failure' 

The Chairman: Do you mean the name of the member who stands 
13th in the List! 

Mr. A. D. Shroff: I can'.t see any objection at all in giving out the 
names of the members with the number of votes they have received. 

Lala Sri Ram: I think that either you should give out the names of 
everybody or of none at all. I would like to know what i. the object in as
certaining the names and the number of votes cast in favour of each. Per
sonally, I have not got any strong objection, but I would like to know what 
useful purpose would be served by this. 

Mr. A. D. Shroff: I would like to know why this claim is 80 strenuous
ly resisted by the other side! 

J,ala sri ltIIlII: 10 there any 'other side' here' (Laughter). 
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Mr. H. P. Bagari,,·: . We would then know how muoh confidence·i. 
enjoyed by each candidate at the hands 'of thi. House, and I think 'the candi-
dates are entitled to know it. . 

Mr. S. C. Bhattaoharjee : You must have ful) confidence in the Chair. 
and its deolaration must be accepted without any ohallenge, and I do not 
think that any Member's request should be complied with. 

Mr. Ghanshamd ... Birla ~ I think it is absolutely absurd that suoh a 
demand should be made. The House is not entitled to knowhow many 
votes each member has seoured. . 

Mr. Anandji Harid ... : Is the House entitled to vote or not? 

Mr. S. C. Bhattaoharjee: I rise to a point of order, Sir. The. practice 
in every constitutional House is for the Chairman to declare the result of 
IUooeoaful candidates always, and 10 far ... my knowledge of constitutional 
history goes, there is no precedent for giving out the names of the unsucces8-
ful candidates. 

The Chairman: The Secretary points out to me that this has not been 
the practice in the past. I do not see any utility in giving out the number 
of votes whioh the other candidates have secured. Therefore, I am afraid, 
gentlemen, you will have to rest satisfied with what we have done. I will 
'now proceed to the business of the day. 

Mr. Anandji Haridas: Though tho names may not be announced ta
day, will thoy be published in the Report at laast , 

Mr. B. n ... : Last year tho names were published of only those who 
were elected. 

The Chaimian: We will try to follow the practice in the past. I 
understand the names of the successful candidates will be published. 

SILVER 

The Chairman: Then as regards the Resolution on' Silver, it was 
aUllf!"8ted or rather pres!Mld that as we have lost and are still losing heavily 
on gold, we should try to keep aiIver at least which after aU is better thaa 
the paper printed in Nasik, and therefore I move the ResoJution on Silver 
from the Chair. The Resolution has been submitted, as you know, from 
the Bullion Exchange, Bombay, and from the Deooan M.",hants' Associa-
tion of Bombay.. The Reso\ution reads :- ' 

•• Thl ' ... aim regnb u..t the 00 __ »& .f I_ lhouW -un_ 
til. poIIef of Iii", ~ ill 'rI" oJ 09II1h\u- rro"'" rr... Cbt I"'II!it. 111, 
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Federation is of opinion that since Ihe recommendations of the Hilton-Young 
Report are not now operative, Government should Itop further 1.1 .. of Silver." 

The Resolution was carried un~nimously. 

I will now come to the next Resolution, after which the so·called political 
resolution No. 10 will he taken up, and if, gentlemen, we try to follow the 
procedure that we adopted yesterday, I should like to finish the business, 
with your good·will and co.operation, before the usual lunch time. 

Mr. H. P. Bagaria: Does that mean that there should he a time limit 
for speeches 1 

The Chairman: Necessarily; there is a time limit in the rules, and 
particularly to·day, I think, we are more or le8S agreed that there should be 
no controversy as regards the exchange resolution, and the rules provide, 
if I remember aright, 15 minutes for the proposer, and I think about 10 
minutes for the seconders, but with your permission I ·would like to make it 
Ii minutes for the seconders and supporters. 

Mr. H. P. Bagaria :Is ·that also provided in the rules, Sir, that only 
Ii minutes should he given to the seconders and supporters? 

The Chairman: The rules don't say·so, and that is why I qualified by 
saying 'with your permission.' In that case the House will have to decide 
how much time eaoh member should have. 

Mr. C. S. Rangaswami: As this is a Resolution on which there cannot 
he much disagreement, I propose that the resolution be simply moved from 
the Chair so that we may save a few minutes. 

The Chairman: I will now call upon Sir Purshotemdas Thakurdas to 
move the resolution as re·drafted. 

Sir Purshotemdas Thakurdas (Indian Merchants' Chamher, Bombay): 
Sir, I rise to move the Resolu~i,!n as finally redrafted by the Committee, a 
copy of which, 'I presume, is in the hands of every member, but in order to 
he quite clear, I Will·· just read the resolution :-

EXCHAftGE POLICY 

"(A) The Federation records its emphatic protest against the linking 
of the rupee to .terling in .pite of the demand of the commercial communit)' 
to leave the rupee Iree 10 lind its own level al which eventuall)' il may be 
aiabilise.; mch action would bave enabled Govemmenl to undo the wrong 
perpetrated ·OD India by overvaluing the rupe., aD actioD unparallele4 in aDy. 



majM counif)' of thee world linee -the Greai War. Thl 1lnIdng of ih.·iIlpe' 
io .terling II objectionabta particularly for the following ie •• OOl;'--; . 

(i) The future managemeni and fat, of ooling are and mllli nmlia 
oubide the control of the Governmeni of Intlia; 

I 

(ii) The ne. valuation of .ierling in terms of gold will be determintll 
in _unte with conlideratioDi alle.tlng. the aconolDl. anll 
IInancial.conditioDi of· the United KIngdom, and, may paoslhly 
prove 'etrimental io the ,conomio ao4 IInaneial int.reall of 
India, 

(iii) Any claim of any m".ure of .tability being IIcured by link' to .ter
ling II n.ither material nor real aa sterlinc iiself II, under pmen& 
conditions, not only Buctuating but moat unClr~, 

(B) Th' Federation alao protnll against Ibe arbitrary manner In which 
Ib, Secretary 01 s~te for India acted oompletely ignoring not DnlJ the wbhe. 
of th, LegWaUv, Auembly and the Round Tahle Conferenc, llut litO Ib, 
Ilaclaretl int,nuon of Ib, Government 01 Inti .. 

The resolution, Sir,is more or le88 Belf-explanatory, and before I say 
anything further. I would very muoh like the House ·to deoide whether in 
oomplianCl with the auggeation thrown out by Mr. ·RangaswaJDi. ! should 
limply move the resOlution and resume my seat BO that the House may pro~ 
Deed with the other question which appears to require greater diacUBBion on 
the 1I0or of the House. 

Mr. C. S. Rangaswami: My suggeation was not that the resolution 
ehould not be moved by Sir Purahotamdaa Thakurdaa. but that it should be 
limply moved hom the Cbair. 

Sir Purahotamdas ThaJrurda.: The questiQn is whether the HQII8t 
would like me \lOW to resume my seat. 

Mr. C. S. Rangaswami: That question doea Dot arise. 

The Chairman:. I .think.! had decide~ and said that it should not be 
moved from the Chair. that it would be moved by Sir Purshotamdu Thakur
daa. and he will ~e hie iii minutes, Qr it he thinke it necesaary a few more 
minut..e.. • 

Mr. H. P. Bagana: If. Sir, Qwing to the speeches of Sir Purahotamdu 
Tht.kurdas and other speakers ........ to be preseed for time, I would rather 
like the ReooIution to be moved from th. Ch~ and put iI'lNrt the Hqua. 
"itllout anr .peech~ , 
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Sir Porshotamdaa ThaIrnrdas: I . am afraid I did not make myoeJf 
clear. I WBnted the House to decide whether they would hKe the resolution 
to be passed without any further comments. That is what I understood 
from Mr. Rangaswami, and what I aaid was in the heat of spirit. I oonoider 
the re80lution to be 80 comprehensive in itself that even without any further 
remarks it ought to be self·explanatory and will meet with your approval. 
I still WBnt to know exactly what the House would like to do, namely to con
centrate more on the other reoolution. If the Hou ... wiMes me to make. a 
few remarks, I shall proeeed to do 80 with your permission. 

The Chinnan : I thought when Mr. Rang&llwami allked the queation I 
clearly said that Sir Purohotamdas will move the resolution and take hi. 
usual time allowed by the rules. Therefore, I am afraid the 'Iueation now 
nised need not have bean mieed at all. 

Sir Purshota"mdas Thakurdas : I bow to your ruling, Sir. 

The various parte. into which the resolution is divided hardly need any 
further words from me, especially the part beginning with (b) in the dmft . 
resolution before you. Regarding (i), (ii) and (iii) .. part (a) of the resolu· 
tion, they contain the principal re&8Ono why the Indian commercial com
munity have from the beginning objected to the rupee being linked to ster
ling. I do not think that I need comment or ';y any words explaining th_ 
three grounds on which the objection of the Indian commercial community 
is baaed to the rupee being linked to sterling. The most interesting subjec$ 
.. hich I think should require our attention at this juncture is the latest 
speech by the Finance Member when he presented the budget on the 7th 
of this month. At page 184, pamgmph 75 of his speech, the Finance Member 
baa this: 

.. Th ..... mllOh popular m1ApprehODIIon of the .igDifi .... ce of what" happooiDg, 
which may porhapo be 00II'0Cted by pa,tmg it in ,h. foUowtng _y." 

And this is the way in which he put it • 

.. The pheoomeoa of 'he Iao\ f.w moniho ohouJd not be viewed by tbemoem.. 
bot AI on. phaoe in • _ oI! maDy y...... India reqDirN • _ low 
of .:<pOrto $0 boIan.. her importo of _ ...... _ ODd ~ po,.......'" 
In th. pon y .... the .. oIl1JDO of thio 80w bu boeo mole thaD io reqDimd. 
ad bu boeo .$ored up, ... in ..... rvoir. by being pat in$o gold. Now that 
th8 Tolom. b .. eImmIt ... Owing $0 ,be _ faR in the prioe. of India' •. 
e:qx>rto In faU which bu boeo far greater pmportionately thao for India'. 
imporio) the 80w is being lapplemonkd by drawing $0 a mode .. ," _, 

on the _"air of 80101." 

It is owing to this phenomena namely, that India's exports have Buffered 
owing to the immense fall in the prices of India's mw materials, that the 
Vllri01l8 !'!l~eroil!l ~ea !p !!l'i~ fe!~ O!l "gd lifter ~h~ 21st Seftell!oor 
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Iaat that the Oovemment of India' were doing or were rather eolitinuiog the 
injustice which they had derie to India since 1924 by etill keeping India'. 
cunencyon to the level of 1-6d" sterling and not aJlowing it to fall &8 England 
itself had done, In the ca .. of England a fall from the pre-war gold point 
W&8 considered nec ..... ry in the intereste of the agriculturist and the other 
oonsiderationa, namely financial oonsiderationa of England. In the' case of 
India, the main and the only consideration which ahonld always guide the 
fixation of India'. parity with gold must be how it alleota the largest industry 
of India, namely, the agricultural industry, and there ,is no, ,doubt about it 
that, whilst the Finance Member admits an immense fall in the prices, rather 
the gold prices in the world, .. nd 0.180 admite a fall in our exports, he .till per
siilta in maintaining that the linking of India's currency to sterling at the. 
point of I-6d, Bterling is justified. It is here that the commercial ,commuuity 
in India emphaticaJ\y diller from the Government of India and have a very 
atrong grievance that the Government of India continue their unfair and. on
just policy towarde India, irrespective o,f what suite India, and perhaps 
guided by what suits England. He then goee on to say that the gold which 
haa been taken from the reservoir 01 India baa been taken to a )Iloderate 
extent, In, less than aix months' time India baa given out Re., 55 ,orores 
worth of gold, and whilat .11 oorts of figures are beiljg, put forward that this , 
worka out to only 5, 7 or 10 per cent of the total quantity of gold taken by 
,India during the last 30 years, if this is considered in the light of how loog it 
will take India to accumulate that quantity of gold again, perhaps the .. ri
onaneaa of the position created bY,thia export of gold" which ,is, admitted to 
be all di.treaa gold, not gold which iB being sent out for the purpose of making 
money, but moatly gold which is being sent out simply, b!l'l&use the people 
have no other resource on which to fall back, the aenousneaa of the sit""tion 
_ted by this export of gold will be fully realised. 

Then, Sir, he goes on to say: 

.. Thul, t.ho 'nIervoIr' II podormlng uaotIy 1111 proper funotion of oq....u.Jus t.ho 
80'11', whUe &he quan6ili. boins dm"" 08 .... llosli8ibio III oomparlooo ..mil 
~a quantiti. 11iOred. ", 

The Indian public, and particularly the oommercial community not 
only feal that the quantities are not negligible, but the quantity of gold 
which haa gone out is moat unaxpcoted, and I think it would be aafa to say 
that even the Finance M~mber, if he was told Defore the 21et September 
last that he would get anything like Re. M ClOres wort.Ii of IIOld aa diatree. 
I!Old it might have staggered him and he would have refused to believe any 
prediction of thet sort, The Finanoe Member haa been exceptionally lucky, 
the Go~nt of Indi .. have been exceptionally lucky in getting this wind
~ from thoee in dism... in India owing to the eoonomic policy followed by 
the Government of India, and also owing to the world fantom atlecting the 
eoonouiia oonditioDS of the whole world including India. I myself maintain 
$hat 'the }'01"et, the ~ }'Ower of tho lD&aeeII of ~ lIN boeIl ~7 



undennlned since the Govemment of India played with the currency of 
India. since 1924. and that undermining did more harm when the world· 
wide economic bli .. ard. a. it is celled. also blew over India. The one aggra. 
vated the other. The world factors could not have been avoided. but the 
ground- prepared by tbe policy of the Government of India aggravated 
their eftect in a manner which very few could overlook; if they took an 
impartial survey of the situation. 

The Finance Member (IOe. further and says : 

iii Our antics often apeak as though the interests of Govemmen* were IOmebOW 

lillr.rent to the Inle ... te of the country in thi. matter. The .. could be .... 
more absurd idel,lI 

We also say that they should not difter. and what we protest against 
i. that the two are being looked at in a mann •• as if what was good for 
England was not good for India.' It was good for England on the 21st 
September to (10 past the gold standard and depreciate her currenoy; the 
lame was still not good for India on that day. We are told that sterling 
having gone oft (IOld we have now (lOt something well under 14<1. gold. I 
would like to ask those wbo put that forward with a view to mislead those 
who are not conversant with the .ubjeot. what has been the depreciation 
on .terling vis.a·vis (IOld. and why should India not have the fullestbenelit 
of that depreoiation which England baa brought about voluntarily and which 
Englllnd maintains wal the right thing for her to do. 

Then the Finance Member say. : 

.. Tho dUlloulU .. 01 Govern_I. eIther .. lhe authority far ravenna and espend/. 
tUN. or .. ounenoYlutbarity. react on the pubUo and vico ve ..... u 

He then asked what lire the signa of the present f And he put. for
ward certain ligna. 

n We are free from hampering m~ of exchange control; e:s:change II strong, 
our orodlllJllproved I we have roduced our external obligatio,," ... d .treng. 
Ihoned our .... rv... thereby aavlog lb. _payer interest ehergoo, and 
Improving Ih. oh ..... for raioing freoh capital when Ihio is needed for the 
development of tho country." 

I should like to put before the House the signs of the times as we in the 
eommercial circle .ee them. and as every Indian sees them from day to day. 
A delicit of 25 crores during the current and previous year in the budget of 
the Central Government; corresponding delicits in practically all the pro
vincial Government.' budget. ; taxation increased during the last two yesrs 
to the extent of R •. 14 crores. and R •. 7 oror,," emergency taxation brought 
on in the Central Goverment; taxation for which there is no other word 
Whi9h '1l1e wl!i4 ~ exoept c~~ taxlItion~ a taxation whjch AAS broufil 



6n .maiJer reccipta. taxatioo which is being home by the people only lM.eauao\ 
they have no other option and must eany on, taxation to .. hich even the 
present Aaaembly with aU their desire to co-operate with the Government and 
uaist them. definitely refused to he a perty and compeUed His ExoeHency 
the Viceroy to certify if he must pnt it through. This taxation is only in 
keeping with the political policy of the Government since the first .. eek: of 
January last. They eany on the Government by OrWnan08l. and' they have 
imposed taxation last Qctober by oertification. It is ordinan08l hoth WI}'I

reganling the finan08l of the country. and also reganling the normal Govern· 
ment of the country. But the mOBt depressing part of the high taxation is 
the diminishing returnS that the country is DO" faced .. ith • .:....,. condition 
.. hieb the Finanoe Member cannot and .. ill not be able to overlook for long. 
I will not give the Houae my dll8Cl'iption of the diminiehing .. turDs; I will 
quote the Finance Member himself. 

In peregraph 8 of hi. speech the Finance Member refers to the import 
duty on augar .. hich has been increased. I will read one peregraph from his 
.peach beoauae I think hia .. ords will be' more convincing than anythiog I 
can ... y. 

" hit may be argued "'''' 'h.lnoroeoed duties haft 6hem .. lveo been reaporudbla, 
for MUoed ooosumphloD, J gi ... u.. foUowing 6gurea .. hioh "'" 1n\eIetIDg. 
In u.. fint plaoe. u.. """ual '"'"' '" "'. ooosumer. in oplt. of u. ........ t in
__ in Import. duty. hu GO u. ... hoi. dooliaed 0_ the "'"' few _ .... 
Th. wboIesai. pri_ Inoludlng ddty •• erage about lI& 312 per too for 19211-
27.Ro. ilIO per IoD for 1921.:111, lI& m per_for 11128·29. Ro. 268 per _ 
for 1929-30. lI& 231 per loll I .. 1030-31. and lI& t65 per ton I.,. "'" IiId 
a ...... u.. 01 1831·32." 

A drop of very nearly Re. 57 per ton. 

" For u." 8ft yean lrom UI"Jtl..27 '" 1930-31 "'" '"-SO amollD\ 01 ouh opoo' 
... "'" Impolta oIln18e< inoludin. "'" duty........ about lI& 23 ........ 
and _.OWIIIIP kepl UP"ftIl till 1930-31 __ "'" _, orioia _ ........ 
No ... bo_. for 1831-3l1and 1832·33 GO "'" q8ADliIi .. and pri __ 
... han allowed for In oor __ th. Ioeal amollDt 01 _ opoot .. 

Imported _ pluo duey wiJl 0Il1,y lie about lI& 121 ........ d 1'1-
"'peotiftl,y." 

Thia is the Honourable Member's inference. 

n Theoe Bgoreo indl_ """ ~ 10 • WJing 011 ill porobaoing po_ IDd "'" My 
me In the prioo 01 ...... brou«ht about by our iIl_ dutieo _ hu 

...... " ..a.- .......... p;oa.. 

In .pita of this, which the I'ioanCIe Member·has lahollnld eo much W 
bring out, namely. the lower prices, the pu!cllasing power of the __ of 
laclio. ba d-.-d so mllcl> that they taL.-e smaller quantities of ~. 



t am afraid the Honourable Member when be summarised. the signs ot 
the times in para. 75 overlooked the most important sign of the times and 
I am afraid he has drawn a most incomplete picture of these signs of the 
times. He ends that paragraph with this significant sentence: "If anyone 
fails to see benefit to the public in aU these signs he must be blind indeed." 
I dare say, Sir, that a few individuals may be blind .. The whole. of the com
mercial community in India have been crying out with one vQice since the 
21st September last and I would suggest to the H onoutable the Finance 
Member that while some may be blind it is equally possible that the Finence 
Member is suftering from the most dangeroW! of all ailment, the ailment of 
self-deception. Deception is bad by itself.' It means dishonourablCli ... of 
the person who practises it but self·deception is oue which does more harm 
to the man who prevente it on himself and I suggest to the Honourable the 
Finance Member oflndia that he may see, if he is not suftering from that 
very great handicap, namely, the handicap of self-deception. What he has 
himself admitted in his speech shows that he has not rcad thc signs of the 
times completely. Anyway he has not summarised them in a manner which 
gives a complete picture of the sitllation '!ond I suggest to him that he may 
help himself liy trying to see that he is not deceiving himself by overlooking. 
these signs which we the Indian commercial community have been trying 
to press on the Government of India in season and out of season, so that 
this country may be saved from a greater crisis than the one through which 
we are passing now • 

. Under the head General Conclusi~ns, the Honourable Member chooses 
to make out how. even if the sale of gold may to some extent repI'lIsent the 
forced reali';"tion of savings, yet as against this, there are indications that the 
m ...... of India have still a considerable amount of money. He says that 
in the Post Office cash oertiticates he has got a crore and a half more than 
the past year, that in the post office savings bank there is a crore and a quarter 
more. I wish I could re.ad out the whole figures but I want to be as brief 
a. possible. I have worked out the figures with some care. He says that 
by means of the Treasury bonds through the post office he has got 61 cro .... 
The total therefore according to him is an improvement during the 
current year of the holding by 91 crores, as against an export of gold which 
may be t8.kcn at say 50 crores. Regarding the export of gold, I have felt for 
some months now that the Government of India instead of specuiating as 
to where the gold comes from, whether it co Illes from people who want to 
make money by selling gold, could usefully hold inquiries in some a'ellll tracing 
the gold to the source from which it comes out and tracing back to see where the 
money goes to, either in the hoarding of silver or curreney notes or ",!mething 
else. It is q;Ute possible that part of what has been realised. from gold may 
have been pnt in those investments but what I wish very much to chaUenge is 
that these three sources, namely, the postal cash c'ertificatee, the postal 
savings banks and the treasury bonds should be looked upon CD"'pktely; 
J msh to emphasize the word completely, ... the forlllll in which the ~. 



of lndia alone pnt their Bavings. I know, Sir, that people belonging to the 
middle cl&8ses, the upper middle olssses and the lower middle classes in cities 
and urban towns put their money in these for v.moue resBOno. They do so 
either becaUse they can get at the money easily or they bring higher rates of 
interest than they can get in other investments which are available to them. 
I therefore leal €hat it i. misleading to say that tliese increasea to the extsnt 
of 91: crores. represent an improvement in the economic condition of the 
._ of India. I positively think that if the Finance Membet makes 
inquiries he will perhapS find that it is wrong to have dealt with this aspect 
01 it as showing that the ma .... of India still are in a position to ha ... e .sur
pluses. I would, ask him to make inquiries in the rural areii.s in any part 01 
India. I would not particularly ask him to go to Berar where it is admitted 
even land can';~t b. sold to4ay owing to the acuts economio distress .. If 
·he mal.. .... inqu;"les in the rur"lare&S, h. will find that not only the cultivator 
buteven the sahukar, the much abused banker of the culti ... ator, is practically 
at the end 01 his wits, unless' he can get back " portion of his money by iell
ing the distress gold about which both the Go"'ernment of India and the 
Government in England have gone into ecstasy. The concluding portion 
of the Finance" Member's speeoh indicates that although these preceding 
paragraphs make him out &8 lcoking at only one side he is oppressed ... ery 
much by the other side of the pioture. In paragraph 82 of his speech the 
Finance Member says: 

.. In the oirouma""'... ·which I have d .. oribed wo have takell IUch &n .... oial 
m .... u .......... think that .... oan fairly uk the cOuntry to support at the 
moment bu. the lituation ,till noede oareIul watohing. And tbia bringe me 
to tll. I .. t lubi." whlob I wish to menloion. In tim .. like the present, wben 
.very oonntry II atruggling for ito lIDancilol and economio oxiatenoe, the boot 
ohanoe for any na.tion is that all i~ availa.bl. foraea for national effort should 
he m ... baU.d together. That II What hal happellod In England ami as .. 
.... u1t England .... onGO again ... umod her front p ..... and may help e.i give 
.. laad to tbe oountrl .. 01 the .... r1d In lIDding a way out of lhil d1aaatrouo 
eoonomio aril~ Ia i. vain even now to uk for Noh oo-operation in India 
when we are trying ., estlabliah eound oondiROOI for the Dew oonBti~utio~ l' 
I have jUI"aid that tho wholo finanoiallituation .till wan'" GIOI'OIul .... \chIng. 
Lot mo menU.n tho foUowing prao~oaI poinlo." . 

..... ; 
And these are bis practical points : 

.. Firot th. gon ...... qu ... f.ioll 01 & perm_I Ndu<N1III In the 00aI. 01 do_e.!' 
•• p .... lilure Ie by no meano yeollnally dilpooed 01. S ..... dI,y;if 6he 8OOIIomla 
_di~.n <II the world obould woroen during tha "mini year, " _y .... , 
up,.. UI and '"' may ",,!ulre f" .. hor meal","" to protoct oui poeitloo. 'third. 
Iy WI .hall nood .. oonmer mOod> oareIuIIt betore tho Den Wdgel the ...... It. 
ing 01 the ne""'" whicb we impooed .. em~Qy m_ OIl. th. Ib,!" 
ing of aur lIDanoiol polio)' in .. mOftl perm .... ""1 form to meet the uoedo of the 
ru....... Lul\,y, I muG m ...... abo"~ .. to nne Ioa_ 1m which I 
ha ... no' d_ fully In Ill)' .......... viI~ namely, the 8n ...... 01 6he ~. 
"",QY1 '-"'YefUtQe&l\li.-t 



Which h. goes on to say are very precarious. He then says ! 

"If in the ·handling of 61tese problems represen,.ta.tive8 of the unofficial com. .. 
manities in India were ready to give their advice and support t.o Govemmant, 
I leel oonJiden~ that thel1alionoilotmeets_1d benefit It"ODl .uoh .... pera· 
tion." 

'This is a general appeal to everybody in India to gi~8 his Bdvi"'; and 
BUppor1; to' Government. We in this Federation have, ha!l the courage, 
'Some call it by a worse name, to give our adviCe, during tbe last five years 
incessantly from our point of view. ,The advjllO' has mostly been rejected. 
In other cases, for offering that advice, we have been given all sorts of quali
Dcations and adjectives. We still persist in giving our advice because we 
feel that our cause is just and is 'based on truth and justice but if the Finance 
Member expects tbat in spite of our advice being rejected, he should have the 
support of the people or of this ~oil.y, I cannot help feeling that be really 
cannot mean all tl)at he says here. Support can be 'given. only where one 
approves of a policy. This Federation has felt for some years that the policy 
followed by the Government of India in this qucstiQn of currency and finance 
is palpably wrong, misleading and against the interests of India. I am afraid, 
to that extent, the Federation will' have to content itsel~ by being more a 
critic of the Government policy than .. supporter of Government policy. 
We feel very' strongly' that as long as the policy of the Government in the 
domain of finance and currency is in the least degree inlluenced by Whitehall 
tbere is no chance of the Government of India, whoe;er may be the member 
in charge, taking or adopting that policy as one which can eatisfy the aspira
tions and the wishes of the people of India. The correct solution therefore 
of the problem i. that we must be allowed to manage our own affairs in a 
maMer which we consider to be suitable to our interests and any policy which 
i. dictated either from Whitehall or which is laid down for us by the Execu
tive Council here, unless it is laid down ,after consultation with the persons 
affected by it must always continue to be .looked at with great suspicion. 
I am convinced that in asking for our support the Finance Member has over
looked the most importaut aspect which at the moment prevails through
out the length and breadth of India and tbat, sil, is that the Indian public in 
general including the Indian commercial community feel that' it is very 
difficult for them to trust any policy whicb may be laid dow .. unless that policy 
is demonRtrably in the best interests of India, first, second and last. Sir, I 
move my Resolution. 

Mr. Begraj Gupta ( Marwari Chamber of Commerce, Bombay), spoke 
in Hindi in seconding the Resolution. 

Gentlemen, when the Government of India fixed the Jxchange ratio to 
Ish. 6d. the Indian commercial community unanimously put forth all their 
energies in persuadiug the Government io fix it to 1-4" but to no purpose. 
All their' entreaties were thro:wu to the ground. Had the Government then 
listened to the requests of the commercial community, t\le condition of the 



In.l.ian trade would not have degenerated to the preeent extent, nor tl .. 1 
Indian gold been deftated to the present oondition. I am of further opinion 
.that even the Sterling too would have been sa.ved from the preB!>nt ctisis. 
Till' recently the ·exchange ratio was on the. basis of the price of gold, 
but now the Government have taken a step further and .have lillked this 
artificial ratio (1·6) with the Sterling; 

Wh~re ... the conditions pr~vailing prior to this linking. ot rupee with the 
Sterling were such that the maintenance of mtio even to 1-4 had become a 
thing of impossibility, beyond the expectations 'of anybody and like a 
thunderbolt, the British Government announced on 21st September 1931, 
the cessation of Gold Standard. In other worde the British· Government 
deemed it to their advantage to depreciate the value of their .pound by 
their action and consequently the price of a pound feU down to its lth of the 
previous value. 

To-ds.y we are going to request the Government to abandon the 1-6 
ratio and let the rupee lind its normal level. We are dou1!.tful about the 
attitude of the Government and we fear the Government shall show 
obstinacy. I am sure that if the Government were to accept our suggeetion, 
and let the rupee have its natural level, the .... h wealth of India may be 
saved at least six annas in a rupee. As a m&tter of fact the 10ss88 resUlting 
from this would fall on the heads of the ca.pitaliets' &nd here is a meeting of 
the capitslists requesting the Government to take steps which though 
directly harmful to them, fore much beneficial to the interest of the agricul
turists and the industrialists of India. Indian industry and agriculture 
will be beneJited to &n unlimited extent. 

~ntlemen, since the announcement by the British Government abeut 
the cessation of gold, and the subsequent policy of the Government of India, 
a B!>ction of the Indian commercial community have begun to believe that 
if the Indian Government at this juncture fail to meet the reasonable demand 
of the people by abandoning their artificial mtio, the time would come when 
the Government would be compelled by circumstances to abandon ratib and ' 
their action then would not benefit neither the agriculturist nor the indus
tmliets. Who knows !Atat the circumstsnces may change and just';" the 
maintenance of even 1-~ mtio is at present impossible in the same way time 
may come when the advantages we are talking about resulting from the 
abandonment of ratio may totally disappear. 

Gentlemen, an idea is gaining ground in the minds of some of our people 
that just as the British Government went 011 gold standard all of a sudden 
similarly people in India one night will sleep as profusely rich and the very 
next morning when they get up, they would find themselves no better than 
beggars simply by one action of the Government.· Of course this sort of 
llotiOD .w.ts only among men having timid aatunl and .. luch not . much 
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impor~8nce should be placed on t~ idca. But it is the duty of the practical 
economists and the politicians of the Government to convince and remove the 
doubts existing in the minds of the men of ordinary calibre like myself, that 
when all the financi .. lly bigger nations of the world have depreciated their 
curretlcies with a view to find it in the best interest of their countries, why 
then should the Government of India try to artificially appreciate the price 
of the rupee to 21 tim .. its rcal value. How is this appreciation useful to the 
best interest of our country' 

Then there i. further curious f .. ct which also requires to be explained 
by the practical economist of the Government" that is on the one hand we 
find that .. II the biggest countries of the world have hugged gold and are 
trying by all possible me .. ns to check the flow of gold from their countries; 
but Dnr Government "trallge to say, on the other h .. nd i. allowing free flow 
of gold, like the flow of .. river; not only that but contrary to the practice 
followod in other countries of the world, it is helping the flight of gold by 
issuing notes. But now it seems rather difficult in view of the fact that the 
rn;lance ofIndia's trade being against her, this flight of gold would materially 
help Britain tow .. rds the repayment of their debts. 

I am inclined to feel that there is only way of solving this problem • 
.. n4 that is that the Government should at once accept this resolution and 
.hould immedi .. tely give statutory effect to it. That is the only way of 
reD)oving the doubts and fea.. existing among the commercial com
munit,y of ludia. With these words I beg to second the resolution. 

1I1r. A. D. ShrotJ (Indian Merchants' Chamber, Bombay): Mr. President. 
I do not propo ... · to detain the House "fter the House has been tn:at..,I to 
the very vigorous presentation of the case from the Indian com,percie.l 
standpoint by my friend, Sir Purshotamdas Thakurd.... There a ... only one 
or tW'o a.pects however to whioh I shouid like to refer. I should like tQ refer 
first to that part of the resolution which protests against the arbitrary manner 
in whieh the decision to lipk the rupee w ... taken by the Secretary of Stata 
at .a meeting of the Federal Structure Sub-Committee in London. Our 
Anglo-Indian friends have been criticizing us for the line of action adopted 
h.Y tho Government ill reaching this decision. Weare reminded of the fact; 
that the British Cabinet met on Sunday night the 20th September and reach
ed the momentous d • .,j.iQn of Britain.going off the gold otan<Lmi. and the 
decision w,," taken without any previous referenee to the British Parliament. 
The same analogy h ... been thrown in our face now. Our An,lo-Illdian 
friends, who have alway. Juffered flom that not very .. rious diseaae of 
myopia, fail to realize the vital difference in circumstances between fudian 
Government-an irrespoI1$ible hureaueracy which has always to balan~o tho 
confticting interests be~ween India and Etlgland-and a fuU·flQdged _
ponsible .Government i\l' one'. own home, I mean Great; Britaill. And not 
only that.. Even after the Briti.h C~binet touk this momentous decillion, 



they .ubmitted it to the House of Commons anel the House of Commons 
approved of the policy and that became the policy Of the country. Here, 
when the opportunity was ti.ken by the Legislative Assembly-however 
weak that body may be in the opinion of some of us present-to e"press its 
view, and when even that weak Assembly declared itseU in terms quite 
unambiguous as to what were the wishes of this country in regard to this 
decioion .. that decioion was tlouted. I do not know if Government have 
realized the true implication of flouting the decision of the Legislative Aseem
bly in this matter. Sir, appeals are being made for co-operation with the 
Government in these matters, and merchants have been asked to pull their 
weight and influence in bringing about what they caUsanity in the country; 
now may I remind the Government of a very ordinary experience in political 
life that constitutionalism can only preva)1 in an atmosphero of constitu
tionalism. If you are going to tlout the wishes of the Legislative Aseembly 
_nd you proclaim to the world that in other respects thi. Assembly has, 
as I woUld say, been weak, enongh to subscribe to your opinions, when 
'this very weak Assembly throws the whole thing back in your face and when 
you flout the wishes of the Assembly; and when you do that, Sir, you have 
no business to ask for co-operation from the other side. There is one othor 
aspeot to whioh I should like to refer. As Sir Purshotamdas Thakurdas 
has referred to the speeoh of the Hon'ble the Finance Member, I also would 
invite a referenoe to para. 76 of that speech. The Finance Member triee to 
justify hi. policy. We were given an early forecast of what was coming in 
the Budget, in the address of H. E. the Viceroy to the A .. embly in January 
last. Between the two, they have been pulling at a popinjay. The pulling 
has heen so vigoro ... between the Viceroy on the one hand and the Finance 
Member on the other hand that the Analysis of the result is ... wduot, and I 
will .how you how that sawdust results. It has been claimed, as a justi
fication of this polioy that conditions have vitally improved in Indi... I 
ahall not tread the same ground whioh has already been covered, but I 
ahould like to put in a ohallenge to the Finanoe Member to stop gold exports 
for about two montha and then to have the courage to stand up befOre the 
country and say that he is in a position to obtain remittanoea and that his 
remittanoe programme io fulfilled beyond his 1lltpeotations.. Gentlemen, 
look at the trade figures of the past six montha. Who.t do you find' With
out the 00''Bl' of gold exports, you have not got sufficient cover even to pay 
fur your in'llOrts. Th .. t i. the true state of allairs in the ooUlltry. Now if 
in f ...... of this true .tate of effairs the Finanoe Member h ... the temerity to 
aek u. to believe that conditions have 80 vitally improved that he has been 
getting all the sterling he wants and more though of course incidentally 
ha acltnowledgee that the .trength of the exeho.nge position is due to gold 
exporte-what shall _ say' I put this &8 en open ohaUenge to him and ask 
him to come back to the country anel say that his position is tenable. A. 
claim has also been made, Sir, that they have been able to repay £15 million 
of our sterling obligations in London. y ... you have, but at what cost t 
On the "ther hand YOIl_ &.50 ororeo of " lee 6IIClwitiee ohowd into the 



i>aper Cnrrency Reserve where they were nil six months ago. I say the claim 
of saving interest charges is absolutely fallacious. According to the system 
adopted by the Government of India, the bills placed in the Paper Currency 
Reserve also earn interest. I do admit this is a book entry; but 80 far as 
strict accounting is concerned, it is an interest charge alld there is an interest 
charge on Rs. 60 crores of the ae! lio. sccurities newly placed in the Paper 
Currency Reserve against a saving of interest of £15 million repaid in 
London. There is only one point more to which I shonId like to refer before 
I sit down. The first part of the Resolution refers to a very important 
point which I fear has not been fully appreciated in this country. Some
how or other the plausible argument that has been advanced by the Finance 
Member has made an appeal to the lay public that the linking of the rupee 
to sterling has after all given you some stability. Well, this part of the 
resolution is a clear-cut reply to this contention. How can you have stabi
lity in terms of a currency which is fluctuating from day to day t How can 
you have stability in terms of a currency the fate of which is still undecided 
and the fate of which will be determined by conditions exolusively allecting 
the economic and financial conditions in England and not conditions allect
ing in any shape or form our own country! Gentlemen, look at the move
ment in the dollar-sterling cross rate and ita rise. It rose recently from 350 
to 374. Now look at the contemporary financial literature in financial jour
nals in England. What do you find! You find that this has been depre
cated. These, Sir, are all very significant indications as to what is coming 
in the future. The rupee is linked to sterling. The fate of sterling however 
is still tlnknown. In the first place it is a very simple logical conclusion 
that the fate of the rupee will not hang in the balance on its own merits but 

, the fate of the rupee will be determined by the unknown factors which control 
and determine the fate of sterling. Before I sit down, Sir, I shonld like to 
make onc appeal to the Indian public through this Federation. Gentlemen, 
I wish the Indian public would l'0w .tart realizing the importance of giving 
a little more attention to the subject of currency and exchange. Somehow 
or other I have never been able to find out why this subject has been looked 
upon as one which oan be handled only by so-called exports. However, 
I do not claim to he one. But that is the feeling in the minds of the public. 
In this connection, I think Mr. Reginald McKenna of the Midland Bank 
has really done·a service to the world in calling attention of the lay publio 
all round as to the numerous directions in which currency and exchange 
matters allect the economic and social life of the people everywhere. I 
wish this had been better appreciated in the country. For instanoe, just 
read the speech of the Honourable the Finance Memher and aee the 
various points of contact between the boundaries of currency exchange 
and between the boundaries of social· and economic life of the 
people here. At 80 many points, we af1l touched and vitally touched 
by the currenoy and exohange policy of the Government. I wish the execu
tive committee would exert itself and see if it can do a little more propaganda 
work as was done some years ago by the Currenoy Leasne of Bomhar with ,. 
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Yiew to educate publio opinion in the matter in the aenee of fOulling gre.ter 
iJ>tereat in the etudy of this question, 

The Chairlnan: We have now discussed this Resolutioll very fully 
and J will therefore pnt it to the House. 

The Resolutioll wss put to the House snd declared adopted. 

The Chairman: That brings us to Resolution No. 10, on page 7 of the 
agenda. There are alight verbal alterations. In the second line of the pream· 
ble the words "on .. veral queetioJUI dealing with the situation in the country" 
.hould be deleted. The Resolution would read : 

.. R_JvH &bat the F .. _tion aonllrml the daeisiOlll &akin bf jill Com
IIIiUeI II incorporaW in their following Resolntions : 

(1) the! thl F .. _tion .Iirongly of opinion that the pnaln! .. p .... 
Ii". policy of GovumnlD! will be DO .00ution of thl eziaUnc l1li

hlpp, .&ale 01 the country and urges upon Govumnlnl the! i& 
thoul' be InhatiiuW IIJ a poUef 01 _illation 10 &bat an at. 
mo.phen luI&able lor framing a constilution accepleble Ie the 
peopll .na lor Iii lDIoo&ll working thereaf&er may be cr.'" 

(II) the! th_ F .. _tionngreia the in&erpniation pu& upo.lhe Com. 
miU .. •• naolution 4&W the 22n. January 1938, in view of 
thl up..a llelemlnl with which II OpIDI &bat the Commiltee 01 
the F .. _tion recognise i& Ie be their duiy &0 &aka pari in the 
framing 01 •• uiiable condiiuUon lor In&. 

(3) thai the Commiltee heart their delegalea Ie the RODDd Table Co ... 
fennce ana laarnl with ngre& thai no adequate opporiunil, was 
madl aVailable for thl aaamiIlIIUon and full discussion of the 
,UUOIlI of naUVItiOlll. llnancial ..reguarda and lralling right. 
and naol".. &bat in their opiDion the ,ulltion of llnancial..re
cuarU and lrading riChlll thoul4 be examined., a commilt .. of 
.uIin ...... en wllb nol .... than one half of Indian perlOnneJ 
commanding the confidence of th. F.d_tion with a Yiew Ie _
pion thl .-Ibilliy of an agreed lolution of these 
,ueaUOIlI," 

I have been asked by the Executive Committee to move this Reoolution 
from the Chair. I will thlD Invite a discussion on the Resolution. 

Mr. A. D. Shroff: Before you move the Reeolution from the Chair 
ana before a discussion eneues, I am sure the present conditions in the toun

kT d-~111!K\ J ~ .~ it it aJao th. wi,sh ¢ tht "",.,uti~~"'!9 
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that there should be a heart to heart and frank discussion on the subject. 
So I suggest that the Press reporters should be asked to withdraw. I am 
sure you are aware that various members of the Federation who are attending 
-as well.s many more who have been precluded from attending this have been 
served with orders which make it impossible for them to take any part in the 
discussion. 

The Pre .. Reporters then withdrew from the Chamber at the request 
of the Chairman. 

• Some of the representatives asked for certain information regarding the 
replies sent by the various -Member·Bodies to tbe circular letter addre ... d 
by the Fedcration in connection with the propoeal to reconsider the resolu
tion of the Committee relating to tbe participation by the representative of 
the Federation on the Consultative Committee. It was finally decided. to 
read to the House all the letters from eleven Member-Bodies which have 
expressed that the eaid resolution should be reconsidered either uncondi
tionally or under certain conditions. 

At the request of aome representatives the Chairman alao agreed to the 
desire of the House to have the reply sent to Sir George Rainy read before 
the House. 

The reaolution which was submitted to the House by the Chairman or 
behalf of the Committee for consideration was seconded by Mr. G. D. Birla. 

Mr. G. D. Birla did not finish his .pesch when the Hou .. adjourned for 
lunch at 1 p. Ill. 

• Full Proceedings relating this re8Qlntion are published se1"'ratel1 q 

!! !lOF<!clltial document. 
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AFTERNOON PROCEEDINGS 

BUIWA,Y, 27TH M4RCH,1932 

2·S0 P. M. 

The Annu .. 1 Se.Hion re ..... embled after lunch at 2·30 P. M.,.the Vice
he.ident, Mr. Walchand Hirachand, occupying the chair. 

Mr. (*. D. Birl .. (Indian Chamber of Commerce, Calcutta) duly seconded 
t,he r~~olution. 

Mr. A. D. Shroff (Indian Merch .. nt,,· Chamber, Bombey). moved an 
amendmont to the resoilltion to the lollowing etfect ;-

If Tb.~ Ib, Clau .. 3 ,f Ib, RNobdioJl b. Dtl,h'. II 

Mr. B. S. D .. bke (Maharashtra Chamber of Comme_, Bombay) aecond
eel the amendment. 

Lala Shri Ram (Delhi Factory Owners' Feder .. t,ion, Delhi) and Mr. 
Fakirje. Oowa.jee (Buye1'8 & Bbippera Ch .. mber, Kar .. ohi) addressed the 
House in support of HIP r •• olution. 

Mr. H. P. Sagari" (East India Jute Association, Ltd., Calcutta) opposed 
the rollOlution. 

Mr. Ran.hordas H. Gandhi, a Member of the Committee, explained how 
the resolution was agreed upon by the Committee unanimously and then 
forwarded to the Annual Session for oonfimuition. 

Lt. P. S. Bodhbaua (Indian Chamber of Commerce, Lahore) spoke in 
IUpport of the resolution. 

Mr. G. L. Mehta (Indian Chamber of Commerce, C .. loutt ... ) add .... ed the 
House in support of the amendment moved by Mr. A. D. Shroff. 

Mr, Anandji Harid .... (Indian Cllamber of Commerce, Calcutt ... ) proposed 
anot,her amolldment to claus. 3 of the resolution to tbe following eff..,t ;-

. •• Th' ' .. _tioD r.tIa Iba~ having regld to Iho repreal ... policy.f 
lb. OoYVllmln~ IDa baYinc "CIri to the uptrieD ... f i&a •• 1 .. 
pti •• in LodoD atthelu& ltIIioa 0I1ho Bo ..... Table Conf_ce. 
pariioipaUOD of its rep ...... taU .. in lb ... rk 01 lb. Consultative 

. CommiU. tID .. '""uoU..- .f ,,0 coot 40 ~onal int~ 
\llIl...-.:-
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(i) there Is • gmame desire on the pari of Government to discuu 
and come to an agreement with the progressive opinion 
of India on the question of financial autonomy, safeguards. 
reservationa and trading rights, and 

(ii) towards that end th. Consultative Committee is at liberty to 
have a free and full discuuion on the various questiona 
connected with finance and that the questions connected 
with trading rights, past and future liabilities. militatry 
finance are referred to a Committee composed of an .qual 
number of British and Indian experts, the \aUer to be luch 
as command the confidence of the IncIian commercial 
communiiy." 

, 
Mr. Anandji Harida. said that he hoped hl. amendment would meet 

with the approval of both sets of opinion in the House. 

Mr. Ki.han Prasad (Marwari Chamber of Commerce, Bombay) moved a 
third amendment to the effect that in the first clause of the Resolution tbc 
words : 

"The Federation records its emphatic protest against" 

be substituted for the words 

" The Federation is Itrongly of opinion that", 

Mr. Bagraj Gupta (Marwari Chamber of Commerce, Bombay) seconded 
the amendment moved by Mr. Kishan Prasad. 

Mr. S. C. Bhattacharji (Indian Insurance Institute, Calcutta) and Mr. 
B. Das (Bihar & Orissa Chamber, Patna), spoke in support of the JeSOlution 
while Mr. Devidas H. Shah (Baroda MilloWDers' Association, Baroda), opposed 
the resolution. 

The Chairman announced that the amendment moved by Mr. Anandji 
Haridas with 8 slight change in wording would meet with the approval of 
both sets of opinion. The amended clause 3 of the resolution is as 
under :-

(3) ." The Federation feels &hat havinc regard to the repressive 
policy and having regard to the experience of its delegation in 
London at tbe last Hlsion of the Round Table Conference, 
participation by ita representative in the work of tbi Consulta
tiv. Committee -.n be productive of no coM to national inter .. a. 
\Pll1II-
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<a) Thera Isa genuine dUllin the part Df Ute Government tD 
. change that policy. and to disCUlS and come to an agreament 

with tha progressive Dpinion .of. India .onthe questions 01 
lInancia! autonomy, safeguards, reservations ailll trading 
rights.; 

<b) towards thil end, Ute Consultativa Committee is at liberty to 
have a Iree and fuU discussion on tha various qu .. tions con
nected with finance. and Uta questions connected with trading 
rights, financia! lafeguards, ate., are referred to a Committee 
composed of an .qua! number of British and Indian experts, 
the lattar. to be luch men III command Ute confidence of this 

. Federation." 

The Chairman directed that typed copies of the new amended clause be 
circulated to the reprassntative. in the Houae and caUed upon Sir Pur
ehotamdaa Thakurda. to give the House the benefit of his views. 

Sir Pur.hotamdas Thakurdaa addressed the houae aa desired by the 
Chirmnn • 

. Mr. A. D. Shroff agreed with tha terme of the amended resolution and 
withdrew his amendment. ' 

The amendment of Mr. A. D. Shroft was with the permission of the Hou.e 
wit.hdrawu. 

·Yr:Ki.han P'1'sad agreed to withdraw his amenilmeni alao. 

The amendment of Mr. Kishan Prasad with the leave of the House was 
wit.hdrnwn. 

The resolut.ion as amended having been accepted by the proposer and 
aeconder of the resolut.ion, was put to the house as a substantive resolution. 

Tile Houae unanimously agreed to the amended resolution as undur:-

.. (1 I -That the Federation· is' Ilrongf- of' opinion Utai the preaant 
repressive policy of Govemment 1riII be no solution of Ibe exist
ing unhappy stata of Ibe country and urg .. upon Govemment 
Utat it ·should be substituted by a policy of HOOnciIiation eo that 
an atmosphere Illitabl. for framing a constitution acceptabl. to 
Ut. people and for its smooth working Ut.reafter may be ereated. 

(8) That Ut. Federation regrets Ib, iniarpretation put upon Ut. Com
!DiU"', !"oluUon liated the 23n.lanU&rJ_193l1, in vi,. ofth' 
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express ltatement with which It opens that the Committee of the 
Federation recognise it to be their duty to take plut in the framing 
of a .nitabl, constitution for 'India. 

(3) The Federation feek that having regard to the repre.sive polioy 
and having regard to the e"perience of ita delegation in London 
at the last .e .. ion of the Round. Table Conference, participalion 
by Its representative in the work of the Conlultalive Commill .. 
can be, prOductive of no good to national inleresta unless-

(a) there is a genuine desire on Ih. part of the GOVernment to 
change that policy and to discu •• and come to an agreement 
with the progressive opinion of India on the que.iioDi o. 
financial autonomy, aafeguard., reservations and trading 
rights; 

(b) towarda this end, the Consultative Commillee is at liberty 
to have a free and full discussion on the various quaslioDi 
connected with finanea and the que.1ioDi connected with 
trading righb, financial safeguard., ele., are refenad to • 
Committee compOlad of an equal number of Britisb an. 
Indian e"perte, the laUer to be IUch men as command the 
confidence of this Faderation." 

Chairman: The last item on the agenda is-

.. Any other matter that may be placed before th, Annllll Meelinc 
by the Chairman." • 

There being nothing more for consideration, we have finished generally 
with the work of the Session. 

Sir Pursbotamdas Thakurdas (Indian Merchants' Chamh.r, Bombay) ; 

Sir, I beg to move: 

.. That this annllll me~~ing of the Federation recorda ill warm apprecia
tion of the IIrvie .. rendered to the Federation by ita retiring 
President, Mr. Jamal Mahomed Saib and for bis able administra· 
\ion of the allairs during this period of office. 

Sir, I need not take more than two minutes in moving tills rc...,lution. 
, All that I wish to say is how we all wish it were po .. ible for our esteemed 
President to be present here, because it would have gladdened hi. heart to 
~ the I!,st Jeoolutioll carrie~ u'!"nimouslr' J'l:e!s IlOt well, and I prof""" 
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that. with this resolut.ion We Bend to the President our beet wishes for hi. 
prompt recovery hom his illite .. which unfortunately has developed since h, 

arrived hore. 

Mr. M.L. Dahanukar (Maharaahtra Chamber of Commerce, Bombay): 
Sir, I heartily aupport the motion. 

Mr. Nalini Ranjan Sarker '(Bengal National Chamber of Commerce, 
Calcutta). further supportod the resolution. 

The motion was carried unanimously. 

Lala Bhri Ram (Delhi Factory Owners' Federation, Delli) : 

Sir, I beg to move: 

.. That o.iJ annual meeting of o.e Federation thanks ils Vice-President 
Mr. Walchand Birlchand, who conductedo.e proceedings of o.is 
F,deration wio. 'marked Ibilit)', tact, lIOuriesJ an4 iJDpartialit)' 
(Bear, he.r). 

Gentlemen, in proposing this resolution I honestly.feel that Mr. Wal
chand Himchand, who has been our Vice-President for one year and who is 
passing through this ordeal-of whioh I have had no experience-and 
through which Mr. Bir1a also passed last year when I waa ill-really deserves 
our voto of thanks, and a hearty vote of thanks (Loud Applause). 

Mr. Birla whispers "a vote of censure", perhaps because Mr. Birla was 
pulled up a few times, but I thought that was made up at the Maiden's 
Hotel. It looks, Sir, as if Mr. Birla will not be satisfied unless Mr. WaIchand 
gives a dinner,-because these bigger men are not satisfied with small thinga. 
(Laughter). I hope Mr. Walohand Hiraohand will next year not follow this 
wrong tl..'Cample which I started when Mr. Birla bad to ta1te my pl&Oe just as 
this year Mr. Walchand Hirachand has had to take the place of Mr. Jamal 
Mahomed Saib. I hope he will kcep qnite lit and carry on his business and 
not shirk hi. respousibility. (Loud Applause.) 

Mr. D. P. Khaitan (Indian Chamber of Commerce. Calcutta) : 

Sir, I have great pleasure in seconding the JeSOiution moved with 80 

much humour by my friend, Lala Shri Ram.. I am quite aure that having 
rel(llrd to the groat ability, tact, oourtesy and impartiality with which Mr_ 
WaIohand Himchand has conducted the proceedings of the Annual Meeting 

- and ... rried on the administration of the Federation during the absenoe of 
Mr. JtUUal Mohomed Saib outside India, 'yon will all recom. your grateful 
thanks to ~, WaIcl>and for the great tr9uble)o has takllJl. In regard_to 

" 
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his great ability, 1 need brdly say anything, as he is known to WI all for his 
marked ability. As regards hi. tact and courtesy, we have all seen an ex
ample of that to-day because in the midst of all the tempest and storm that 
was going on this afternoon, we h"ve come to an agreement over the most 
llOntroversial resolution that bas eV'lr come h<lfore the Feder"tion. And as 
regards his impartiality, he has alre"dy given evidenoo of it becaWle although 
a8 we h"ve repeatedly h ... rd that he was a strong believer in the one thcory 
in the matter of co-operation, he has for the sake of unity joined others in 
accepting the amendment to the resolution which has jU8t been paBBed. 
I hope you will all carry this resolution with accl"m"tion. (Loud APl'l"usc). 

"' Mr. Walchand Hirachand (The Chairman): 

Gentlemen, I have to thank YOll very much for the vote of thanks pro
posed by Lal .. Shri Ram and seconded by Mr. Khaitan. Before we conclude, 
I would like you to pass a vote of thanks to the Delhi University for the us. 
of this Hall (Loud Applause). 

The proceedings of the AnnUIII Session of "the Federlltion then calllO 

W 1\ close. 



Appendix A 
Lili of Member-Bodie. 01 the Federation 01 Indian Chambers 01 Commerce 

and Indultry with their' Repr .. eniativII. 

Names of Members. 

1. The Ahmedabad Millowners' 
Association, Ahmedabad. 

2. Millowncrs' Association, B". 
roda. 

3. Bihar & Orill8& Cham bor of 
Commeroe. Patna. 

4. Bongal National Chamber of 
Commerce, Calcutta. 

5. Bengal Juta Dealers' Assucia· . 
tion, c..lcutta. 

6. Bombay Bullion E:rchange. 
Ltd., Bombay. 

Names of Representatives. 

1. Sheth Kasturbhai Lalbhai. 
2. Sheth Ramanlio.l Lalluhhai. 
3. Sheth mmatlal Kalida •. 
4. Sheth Shantilal M .. ngald .... 

1. Raja Ratna Sheth Bh .. il .. l Bhai 
D.Amin .. 

2. Mr. Devid ... H. Shah. 
3. Sheth Hiralal Motil .. \. 
4. Sheth Chandulal Keshavlal. 

1. The Hon'ble Rai Bahadur 
Radha .Krishna Jal .. n. 

2. Mr. B. D .... M.L.A,. 
3. Mr. K. C. De. 
4. B .. bu Balkrishna D .... 

1. Mr. Nalini Ranj .. n Sark,er. 
2. Lieut. Nalini Mohan Roy 

Chowdhury. 
3. Mr. P. C. Coomar . 
•. Mr. Suresh Chandra Roy. 

i. Mr, Subhkaran Jamn. 
2. Mr. Devraj Mania. 
3. Mr. Lakshmi Niv ... Birla. 
•. Mr. P. S. Shriniv ... . 

1. Mr. Chunilal Bhaichand Mehta. 
2. Mr. Lachhmandaa Harakchand 

Dagha. 
3. Mr. Gonihandas Pareotamdas 

Sonawala. 
4. Mr. SakarW Damod"nlas 

Parikh, B.A., LL.B. 



tames of Members. 

'1. Bombay Shroff AIISOciation, 
Bombay. 

.1 
U 

1. 
2. 
3. 
4. 

Names of Representatives. 

8. Burma Indian Cbamber of 1. 
C<>mmerce, Rangoon. 2. 

9. Buyers & Shippers Chamber, 
Karachi. 

10. Deccan Merchants' Associa· 
tion, Bombay. 

11. Delhi Hindustani Mercantilo 
Association, Delhi. 

12. Da1hi Factory Owners' Federa
tion, Delhi. 

13. East India Jute Association 
Ltd., Calcutta. 

U. Grain Merchants' Association, 
Bombay. 

3. 
4. 

1. Mr. Jamshed N. R. Mehta. 
2. Mr. Hosbang N. E. DillBbaw. 
3. Mr. Fakirjee Cow .... jce. 
4. Mr. C. A. Buch. 

1. Mr. Atm~ram Raoji Bbat. 
2. Mr. K .... hinath Trimbak Dalvi. 
3. Mr. PandUlllng Mabadeo Bbag· 

wat. 
4. Mr. Ganesh Balavant Joshi. 

1. Mr. Ram Parsbad. 
2. Mr. C. A. Khosla. 
3. Lala Padam Cband. 
4. 'Sheth Murli Dbar. 

1. Lala Sbri Ram. 
2. Lala Baijnath S1"!. 
3. Sardar Babadur Sardar Sobba 

Singh. 
4. Mr. M. G. Bhagat . 

. 1. Mr. Hanuman Pcn;bad Baga· 
ria .. 

2. Mr. C. S. Rangaswami. 
3. Mr. S. C. Mazumdar. 
4. Hon'ble Mr. B. K. Basu, C.I.E., 

Member, Council of State. 

1. Seth Velji Lukhamsi Napoo, 
B.A., LL.B. 

2. Mr. Ratilal Mulji Gandhi. 
3. Mr. Dcvji Ratansey . 

• 4. Mr. Lukbansey Ghellabbai. 



~amea of Members. 

15. Gwalior Chamber of Com
meroe, Lasbkar, (Gwalior). 

16. In,lian Chamber 01 Commerce, 
('alcutta. 

17. Indian Chamber 01 Commerce,. 
Coimbatore. 

18. Indian Chamber of Commerce, 
Labore. 

Iii 
III 

19. Indian Cbamberof Commerce 
in Great Britain, London. 

2Q. Indian Insuranoe Companies' 
A...,.,iation, Bombay. 

21. Indian Life Assurance Officea' 
Association, Bombay. 

1I1i. Indiall Match Mau"faoturera' 
AllSOtiatioD. Bombay. 

Namea of &presentat!.vM. 

1. Lala Ramji Das Vaishya. 
2. Mr. B. R. D. Kotawalla. 
3. Mr. J. P. Jhal1a. 
4. Mr. P. D. Tambat. 

1. Mr. G. D. Bida. 
2. Mr. D. P. Kbaitan. 
3. Mr. Auandji Haridas. 
4. Mr. G. L. Mehta. 

1. Mr. R. K. Shaumukam Chet-
tiar, M.L.A. 

2. Mr. V. Arunachalam Chettiar. 
3. Mr. B. A. Padmanabha Iyer. 
4. Mr. V. S. Seukottiah. 

1. Lala Harkishen Lal, Bar-at
Law. 

2. K. B. Sardar Habib U11ah, 
M.L.C., Bar-at-Law. 

3. Lieut. Sardar Prem Singh 
&dhbans, F.L.A.A. (Lond), 

4. Sardar G"rdi .. l Singh Salariya. 
Bar-at-Law. 

1. Sir Sha purji B. .Billimoria. 
2. Mr. N. M. M".umdar. 
3. Mr. M. A. Muter. 
4. Mr. A. R. Siddiqui. 

1. Mr. K. S. Ramohaudra Iyer. 
2. Mr. J. C. Setalv .. d. 
3. Mr. Y. R. Patel. 
4. Mr. B. K. Setalvad. 

1. Mr. K. S. Ramchandra Iyer. 
2. Mr. Byramjee Hormusjee. 
3. Mr. K. C. Desai. 
•• Mr. S. B. Cardmaster. 

1. 
ll. 
3. 
4. 



~ames of Members. 

23. Indian Merchants' Association, 
Chittagong. 

2i. Indian Merchants' Chamber, 
Bombay. 

25. Indian Mercantile Chambe1', 
of Ceylon, Colombo. 

26. Indian Mining Federation, 
Calcutta. 

27. Indian National Steamship 
Owners' Association, Bom~ 
bay. 

28. Indian Produce Association, 
Calcutta. 

29. Indian Tea Planters' Associa· 
tion, Jalpaiguri. 

80. Jute Balers' Association, 
Calcutta. 

I 
lit 

Names of Representativea. 

1. Rai U pendra L .. I Roy Bahadur. 
2. Babu Suresh Chandra Baner· 

jee. 
3. Babu Jatindra Nath Roy 

Choudhury. 
4. Babu Banka Behari Roy. 

1. Mr. Manu Subedar. 
2. Sir Purshotamdas Th .. kurda •. 
8. Mr. A. D. Shroff. 
4. Mr. Gordhandas G. Morarjee. 

1. Mr. H. M. De .... i. 
2. Mr. I. X. Pereira. 
3. Mr. E. G. Adamally. 
4. Mr. K. S. Chokasy. 

1. Mr. A. L. Ojha. 
2. R. B. D. D. Thacker. 
3. Mr. S. C. Ghose. 
4. Mr. J. N. Mukerjee .• 

1. Mr. Walchand Hirachand. 
2. Mr. Kaikobad Cowa.ji Din

.haw. 
3. Mr. M. A. Master. 
4. 

1. B a b u Lakshmi Narayan 
Poddar. 

2. Babu Indr .. Narayan Pandey. 
3. Mr. PremBukhdaoji Bhagat. 
4. Mr. Raj Bahadur Rahtgi. 

1. Mr. J oges Chandra G hose. 
2. Mr. J. N. Sen Gupta. 
3. Mr. Debes Chandra Ghose. 
4. Mr. Murli Dhar GhoBe, 

M.A., RL. 

1. Sj. Santosh Chand Barakai. 
2. Sj. Govinchand Bora. 
3. Sj. Gupichand Dhariwal. 

"1. Sj. Uameswarlul Nopany. 



Names of Members. 

31. Karachi Indian Merchants! 
Association, Karachi. 

32. Maharashtra Chamber· :of 
CoDimerce, Bombay'. 

33. Marwari Association, Calcutta. 

M. Marwari Chamber of Com
merce, Bombay. 

:Ill. My80ro Chamber of Commeroc, 
Bangaloro. ., 

36. Native Share & Stock Bro· 
ker.' A88ociation. Bombay. 

37. Nattukottai Chettyars' Asso
ciation, Rangoon. 

33. Soom Tradetll' .Aasociation, 
Bombay. 

39. Shol .. pur Merchants' Chamber, 
Shol"pur. 

., 
Names of Representatives. 

1. Lala' Jaswantrai Churamani, 
. M.A. 

2. Mr. Girdharil,,1 B. Kotak. 
3. Mr. S. H. LuUa, M.A., ,LL.B. 
4. Seth Manubhai Doongersi. 

1. Mr. Walchand, Hirachand. 
2. Mr. Mahadeo Luxman;Dahanu· 

kar. 
3. Mr. Balwant Shanker Dabke. 
4. Rao Bahadur L. V. Pophale. 

1. 
2. 
3. 
4. 

1. Mr. KiBhan Pra88d, B.A. 
2. Mr. Begraj Gupta. 
3. Mr. Gurdassram Agrawal". 
4. Mr. Kedarnath Agrawala, 

1. Mr. R. Sundram lyer. 
2. Mr.P .Subharama Chetty,M.L.C. 
3. Mr. Devarao Sbivaram. 
4. Mr. S. L. Mannoji Rao. 

1. Mr. Amratlal Kalidas. 
2. Mr. Jagmohandas J •. Kapadia. 
3. 
4. 

1. Mr. A. L. A. k. Som"Wldh"n 
ChettYIK. 

2. 
3. 
4. 

1. Mr. Chotaial KiIachand: 
2. Mr. Ratilal Mulji Gandhi. 
3. Mr. Gordhandas Jamnadas. 
4. Mr. Nandlal M. Bhuta. 

1. 
:.I. 
3. 
I.. 
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Co·Opted Members. 

1. Mr. M. A. Malter, Bombay. 

2. Sir ChUoil&l V. Melita, K.C.S.I., Bombay. 

3. Mr. A. L. Ojha, Calcutta • 

•• Mr. H. P. Bagaria, Calcutta. 

5. Lala Padampat Singhania, Cawnpore. 
I .'/ 

6. Lt. P. S. Sodhbans, Lahore. 

Secretary. 

Mr. D. G. Mulherkar. 
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The Sixth Annual Meeting of the Federation was held in Delhi 
at the Delhi University Convocation Hall 011 Saturday the 15th April, 
1933, at II A.M., when the following representatives of the Member
Bodies were present :-
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Amongst the Secretaries of the Member-Bodies were Messrs. J. 
N. Sen Gupta, T. K. Santanam, M. P. Gandhi, A. H. Maru, 
Govindchand Bora, D. V. Kelkar, K. Shama Iyer, P. Raghavan 
Nair, T. M. Gurbaxani, Uttamram Ambaram, Chunilal Vrajlal Mody, 
A. C. Ramlingam and Mr. D. G. Mulherkar. 

The Hon'ble Mr. Peri Sundaram, Commerce Minister to the 
Government of Ceylon was present by invitation. 

The President, Seth Walchand Hirachand; in opening the pro-
ceedings of the Sixth Annual Meeting, said: -- . 

GJlNTLEMJlN, 

I extend to you all a cordial welcome to this the Sixth Annual 
General Meeting of the Federation. 

REPRESSION 

I am sorry the review of the past year's work has to begin with 
the mention of the policy of repression followed by Government 
during that year. As you all know the year I932 opened with the 
incarceratiou of Gandhiji as a state prisoner which was followed by A 

general policy of raids, arrests and imprisonments. The inaugura
tion of such a policy was bound to adversely affect the economic 
fabric of the country~ This is but in consonance with the well 
recognised law that the commerce and industry of a country are 
appreciably affected by the slightest tremor caused in the political 
strata. This is neither the time nor the. place to chronicle the 
subsequent events in the political history of our country. I might, 
however, quote the opinion of an impartial Englishman who was a 
member of the deputation sent out to this country by the India 
Leagne to study the Indian situation on the spot and whose opinion 
will, I am confident, be considered fair and unprejudired. That 
gentleman referring to one aspect of the policy of repression has 
said :--

"When I know that the Commissioner of Police in Bombay caD send 
merchants to jail because their refusal to trade with the other 
merchants constitutes an offence and can release those whom he 
terms as "law-breakers" wh~n he is informed tha1 trading has 
started in a certain market-this is something Dew in law and 
commerce". 

Whilst we in this country were realizing to our cost how by 
the promulgation of the Ordinances, the administration of justice was 
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made subservient to tqe exigencies of executive administration, on 
the other side of the world Lord Reading tried to hold this state 
of rule by Ordinances, to the admiration of the "Civilised World", 
by asserting in a broadcast speech on India to the American 'public 
that 

"We have promised to insist on the maintenance of order in India, 
and we wish to make secure liberty and justice there in accordance 
with tho aims and itf.ais 01 English-speaking pooPio,' both American 
and British". 

We have had sufficient experience of the ideals of liberty and 
justice for which ~he British nation stands in their administration 
of this country for over a 100 years, to know the meaning of these 
terms as applied to India. It is not easy to see why Lord Reading 
coupled the name of the Americans with the British by suggesting 
that the aims and ideals of both Americans and British were the 
same. Probably he has a greater insight in the administration of 
the Philipine Islands by the Am~ricans than ourselves as he felt 
justified in roping in the Americans as he did. Those who have 
watched the working of the Ordinances during the year 1932 do not 
believe that such an action, even if now legalised by Government, 
will create a calm atmosphere for the workiDg of the reforms. For 
the purpose of creating such an atmosphere, Government have been 
trying to crush the big~st and most powerful political Organisation 
-the Indian National Congress. That Organisation with its 47 
year-old traditions and its clearly expressed policy of non-violence 
and representing as it does not. only the intelligentsia but the vast 
masses of the country, can and will never be crushed permanently. 
At the most, it might be driven underground for a time, but the 
present impasse will continue and the bitterness will go on increasing 
both against Government and Britain until those who were responsible 
for forcing the Congress to resort to civil disobedience movement by 
advising the Viceroy to decline an interview to Mahatma Gandhi, 
realise the harm that they are doing not only to India but to Great 
Britain and be morally courageous enough to cast aside all notions 
of prestige and find out 'ways and means to create goodwill among 
the people of this country. This and this alone will be a guarantee 
against any future political and eco~omic eruptions in the country. 
In my opinion and that opinion is sure to have the backing of the 
Federntion. the release of Mahntma Gandhi and the release of all 

• Italics are mine. 
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political prisoners is absolutely essential to create real goodwill 
between the two nations. Let us hope that better counsels will 
prevail in London and at Simla in the near future to bring about 
such a change. 

DECLINING TRADE 

During the period of uncertainty in the past year, India's normal 
trade naturally suffered a heavy set back in addition to the set back 
caused by the world-wide depression that has existed for the last 
four years. India's balance of trade which was always in her favour 
and which was helpful in discharging her obligations outside India 
diminished to a very alarming extent. In any other sell-governing 
country such a fall in the balance of trade would have created a 
stir in the Government circles, and would have spurred them to 
adopt emergency measures to adjust the import and export trade of 
their country. In India, however, as it did not adversely affect the 
British commercial and industrial interests, the usual policy of 
Laissez Fai~e continued to prevail. Whilst in other countries either 
the currency policy is adjusted to suit the exigences of the situation 
or tariff-walls are erected to check the imports from foreign countries, 
in India, unfortunately, the administration not being in national 
hands, there have been no re-adjustments in either the currency Ol" 

the tariff policy of the Government of India whose currency policy 
has always been subordinated to the interests of Great Britain. The 
haphazard manner in which the policy of discriminating protection 
is applied by Government, combined with the newly adopted policy 
of Imperial Preference, has not resulted in any appreciable progress 
in the estab1ishment of new industries in the country. This apathetic 
attitude of the Government of India towards the increasing un
favourable balance of trade against India makes us feel despondent 
about the future of the economic condition of our country. The 
appeal made bY' promoters of several Swadesbi and "Buy Indian" 
Leagues to check foreign imports to the greater use of indigenous 
goods has had some effect in the beginning. but as these movements 
had not only not had the support of Government as in Great Britain 
but were looked upon with suspicion, the efforts and the effects 
thereof began to dwindle. As you all know, Great Britain witnesses 
the unique phenomenon of the "Buy British" campaign supported 
by everybody, from the Prince to the porter and receiving whole
hearted support at the hands of the administrators of the country 
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and a result of this propaganda, the inrush of foreign exports to that, 
country was very soon checked. In contrast with this attitude we 
have in India responsible ministers in the provinces, carrying on ~ 
campaign for giving preferencfl to goods manufactured in other parts 
of the Empire even at the cost of Indian-manufactured goods. 'Such 
an interpretation of the cult of swadeshism from men in auth9rity 
will not help the indl1stries of thi$ country. The time has come, 
or rather is past, when it is necessary for each and every Indian to 
observe a vow to buy and use only pure Indian goods to the exclusion 
of all others. If once a genuine and lasting demand for Indian goods 
is created, there is every reason to hope that we shall see springing 
up in our country a large number of industries financed, managed 
and controUed predominantly by Indians which would be able to 
supply the requirements of our countrymen. It' would not be out of 
place for me to refer with appreciation to the work that is being 
carried on by a number of "Buy Indian" Leagues or Swadeshi 
Leagues organised in various provinces in the country to propagate 
the cult of swadeshism and to appeal to you a\l and to my country" 
men at large to give them aU encouragement and support that it 
is possible for you and them to give. 

EXPORT OF GOLD 

My predecessor last year dealt in detail with the very distressing 
phenomenon which, I may say, is unique in the economic history of 
the whole world, I mean the enormous drain of the yellow metal from 
this country. The caUous indifference with which the people's gold 
reserve is allowed to be drained away inspite of the unanimous con
demnation by the representatives of the Indian commercial com
munity is a vivid example of how the interests of a nation ruled by 
another are disregarded by the latter for its own advantage_ That 
the exports of gold from India were required by Great Britain to 
give strength to the pound sterling does not now require to be proved. 
If still there is any doubt lingering in the minds of any of my 
countrymen, they have merely to look at the policy pursued by such 
might nations as the United Kingdom and the United ,States of 
America with their gold hoarded in their vaults and then to compare 
the same with the opposite policy in this country adopted by the 
administrators belonging to one of these nations. Whilst the United 
States of America with more than 7,000 million doUars worth of gold 
in her vaults thiw.. it wise to put an embargo on the export of gold, 
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India's non·Indian Finance Minister characterises this distressing 
feature of gold exported from India as a "pleasing phenomenon". 
It is not difficult for us to understand why this phenomenon of the 
export appeared pleasant to Sir George Schuster and his countrymen. 
It is, however, necessary to examine the ingenious argument used 
by the Finance Member in defence of his inaction. The Finance 
Minister puts forth a very amusing theory that the proceeds of gold 
realised by Indian sellers had been transferred to interest·bearing 
investments. It seems that he has ignored the fundamental fact 
that the average Indian is not likely to bring into market his gold 
ornaments unless he is compelled by circumstances to meet daily 
wants. Thus, a portion of the sum realised by the sale of gold must 
have gone to the money lenders from the pockets of the agriculturists 
and small holders of gold articles, while the greater part of the 
remaining sum had to be exchanged for commodities. This process 
of forced sales of gold led to the increase of British imports in this 
country, which was wished for both by the Finance Member and 
the manufacturers in his country. Some of the balance may at first 
sight be supposed to have been used for the purpose of assisting 
industries, but so far as I know ,no industry except the sugar 
industry is in a sufficiently flourishing state in the country and there· 
fore is capable of absorbing any new capital. Even the capital for 
the sugar industry has not come from those who had sold their 
gold but mostly from substantial business men.' In support of my 
statement, I would request you to go to the villages in the country 
and there you will see for yourselves the cry of distress emerging 
from the huts of these villages and you will be satisfied that the 
story about the re·investment of gold is much less than a half truth 
and consequently much worse than untruth. I feel it my duty at 
the time of laying down the reins of my office to voice from this 
platform the feelings of those who know their country well and to 
warn the administrators against the continuance of the policy of 
ec!,nomic exploitation of my country any longer and would advise 
them even now to put a stop to the export of gold. 

BRITISH INDUsTRIAL POLICY 

Outside India we have been witnessing a very interesting change 
in old things giving place to new. The United Kingdom's plan of 

. keeping a hold on the European group of nations 'under the obliga· 
tion of war debts has failed oompletely. Activity in the industrial 
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world outside the United Kingdom has placed British Industries face 
to face with severe competition from its rivals on the continent. 
British industries for the last 15 years have not been able to face 
world competition in the Eastern markets of the globe and the very 
policy of free trade of which Britain boasted for more than 80 years 
had to be changed to one of protection. The McKenna duties, the 
Safeguarding of Industries Act, the Dye Stuff Importation Act and 
the recent Import Duties Ac;t are a sufficient indication that the 
existing plight of British Industries forced the hands of the British 
Parliament and Ministers to give up the economic policy founded by 
Richard Cobden and John Bright familiarly known as the Manchester 
School. After the ~eat. war no efforts were spared by British 
administrators abroad in the dependencies and in the colonial empire 
to give by administrative acts whatever relief they could give to 
British Industries. Discrimination in favour of their industries at 
the cost of indigenous ones Was the principle on which the British 
Administrators governed the country under their control during the . 

. Iast 15 years. We have an illustration of this policy in the passing 
of the Indian Currency Act of 1927 when the rupee was appreciated 
by Statute to s.I-6d. to give advantage to British industries to the 
extent of about I 2 ~ per cent. 

IMPERIAl. PREFERENCE 

The passing of the Currency Act has not the desired effect of 
increasing British imports of the country. The purchasing power 
of the people was going down on account of the slump in the prices 

. of agricultural produce. This added to the advent of the cult of 
Swadeshism led to the reduction in the volume and value of British 
imports into India. The depression that set in since 1929 made the 
position of British industries still worse and in 1931, Britain had 
to go off the gold standard to correct an adverse balance of trade. 
Britain' went off the gold standard just to suit its purpose of giving 
artificial encouragement to its export trade without in the least 
calculating the effects of its policy upon the currencies of the world. 
The attitude of the United States of America towards Great Britain 
and the competition created by the industrialised Nations in Europe 
forced Great Britain to create a sterling area for tariff purposes among 
countries constituting the British Empire. Thus it. was songht to 
secure some relief at Ottawa at the hands of the Dominions by 
securing an extra advantage of 10 % by way of Tariff Preference over 
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the manufactures of non-empire countries. India being still a 
dependency, her interests were naturally subordinated to those of 
Great Britain; the Government of India, controlled as it is from 
London, had no choice but to acquiesce in the policy enunciated by 
the British Government. The country had the misfortune to witness 
the tragic farce of the Legislative Assembly ratifying the Ottawa pact 
inspite of the unanimous verdict against it from all economists and 
representatives of Indian commercial interests in the country. With 
a solid Government block in the Assembly and with immeasurable 
amount of patronage, at their disposal, the administrators of the 
country are able to get the Assembly to ratify or legalise any action 
of theirs in spite of country-wide opposition. We have another 
instance of this power of the present administration in the legalisa
tion of the Ordinances that were temporarily issued last year by the 
Viceroy for the suppression of the serging tide of nationalism created 
by the Congress in the country. 

WAR DEBTS & THE WORLD ECONOMIC CONFERENCE 

In spite of all these efforts, the United Kingdom has not been 
'able to find a correct solution for the state of helplessness in which 
it is finding itself as a result of the unprecedented economic depres
sion that has set in for the last four years all the world over. To 
an impartial student of world conditions, the attitude of the United 
States on the question of war debts is understandable in as much as 
they do not want Great Britain or the European Group of Nations 
to utilise their resources made available to them by the liquidation 
of war debts to carry on a ruthless competition against American 
industries in the world markets, nor do the United States want these 
resources to be made use of by the debtol' nations to add to their 
armaments and thus be a menace to the very peace of the world. 
If satisfactory guarantees are forthcoming on these questions, I do 
not think the United States of America will stand in the way of an 
amicable adjustment of war liabilities between the nations. This 
may be said to have aggravated the distressed condition of the world 
and the forthcoming session of the World Economic Conference is 
an indication of the anxiety of all the nations to find out a remedy 
to cure the world of the existing depression. India as one of the 
eight industrially great nations of the world is naturally interested 
in the forthcoming Conference. As you know, the position of our 
country is entirely different from that of the other industrial 
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countties. She has yet to develop her industries on right lines, and 
in these days of severe competition, they cannot· be developed 
without the active help of the State. She has very little to gain 
from the policy of discriminating protection and Imperial Preference 
as means to build up her industries. A . self-governed country, with 
immeasurable raw materials available everywhere, with an enormous 
home market, with hydraulic power available at .almost every 
industrial centre and with abundance of cheap labour, would have 
developed her industries in a manner that would have won the 
admiration of the whole world, but India, with all tl:!ese advlll1tages, 
presents.a different and a sad picture under British administration. 
It is some satisfaction to note that inspite of the existing handicaps, 
with a tenacity characteristic of India, and owing to her own peculiar 
advantages, her industries may be considered to have fared less 
worse than those of other countries in the present world conditions. 
She will have to make her position very clear at the World EcQnomic 
Conference. She will have to revise her tariff policy in a manner 
suitable to the requirements of her industries. Her outlook, there
fore, towards any of' the questions on the agenda of the Conference 
must. be entirely different from that of other countries owing to an 
honest clash of interests between the western nations and herself;' 
The United Kingdom and the United States of America attained the 
position which they occupy today by a policy of actively promoting 
and safeguarding their own industries as against the foreign ones. 
The United Kingdom particularly used even the weapons of 
administration and legislation including the weapon of discriminatioll 
in favour of their interests to encourage its industries at the cost 
of the development of IIIdian industries. I need not refer here in 
detail to their deliberate policy followed in this country of not only 
stultifying all efforts towards the development of Indian industries 
but even of going to the extent of destroying by unfair competition 
the industries that had survived the havoc of the East India 
Company's commercial policy in In«!ia. All this' is a matter of 
history known to you all and which makes a very painful reading. 
We must at this stage make it clear to the Government again that 
India's economic and financial needs are distinctly different from 
those of the other industriallY advanced co\1ntries of the world, 
including the United Kingdom, and India will have to strike out 
an altogether different path of her own at the World EcQnomic 
Conference to suit her own requirementa. India does not want to 
he dragged into • policy not suitable to her OWl1 needs and it is, 

l 
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therefore, all the more necessary that the Government of India 
should give every possible opportunity for the nation's rightful 
representatives to attend the Conference and to express candidly 
the nation's point of view before it. 

CONSTITUTIONAL PROPOSALS 

Coming nearer to the realities of the situation in the political 
world in India, all I can say is that the expectations raised in the 
minds of several of our countrymen for the last four years are set 
at rest by the publication of the White Paper in March IllSt. The 
verdict of the nation as voiced by the various organisations and 
their representatives of whatever political thought and creed is 
unanimous in this that it is not capable of satisfying even the most 
moderate demands of the progressive political intelligentsia in the 
country. The constitution of the Central Government, the reserva
tion of Federal Finances to the extent of nearly 80 per cent. for 
reserved subiects, the sweeping, extraordinary and uncontrolled 
powers proposed to be vested in the Governor-General and the 
Provincial Governors, all these and other limitations, reservations, 
restrictions and safeguards lead one to question the very bonafides 
of the intentions of Great Britain towards India. The very inaugura
tion of the Federation is subiect to three principal conditions. The 
one particularly relating to the establishment of the Reserve Bank, 
seems to me to be incapable of being brought into practice for yet 
a long time to come. This view is strengthened by the deliberate 
line of action which the Government of the country is following 
in respect of its currency and exchange policy. and also that relating 
to gold exports. Even assuming that the Federation is brought into 
existence, I am very much doubtful if its working will tend to 
make the nation solvent for the years to come, when 80 per cent. 
of her revenue would be ear-marked by Statute towards the main
tenance of an army kept chiefly for Imperial purposes, Debt services, 
the pensions and Civil Service charges. Thus scarcely 20 per cent. 
of the revenues are left for the nati.on-building departments of the 
country. 

ADJUSTMENT OF MILITARY BURDEN 

I understand that the report of the Indian Defence Expenditure 
Tribunal has been submitted to the Prime Minister. One of the 
issues dealt with by the Tribunal relates to India's claim to a con-
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tribution from the Imperial revenues towards militaIy expenditure 
in India on the now admitted ground that the IIIlIlY in India is 
maintained to a certain ertent for Imperial purposes. Mi1Iions and 
millions of rupees were debited in the past to India's acconnt 
towards such expenditure and India rightly claims. substantial relief 
in this matter. Another item which requires a very careful exami
nation is the past obligations thrust on India by the British 
administrators of the counby. I wonld particularly refer in this 
connection to the various warS waged by the British outside the 
limits of India and in which India had no real interest. Huge 
amounts were paid from the Indian treasury towards these wars, 
and if Britain wishes to be free from all charge of misappropriation 
and maladministration du:ring her regime of trusteeship of this 
countty, an honest and true account ,?f aU these expenses incurred 
on these wars waged "for imperial purposes must be rendered to the 
newly-installed Government of this counby. 

THE DOMINATION OF THE SERVICES 

I wonld lastly refer to a grievance and a very serious and 
genuine grievance entertained by the counby regarding the recruit
ment of the aU-India Services. The emoluments of the Services 
and the privileges enjoyed by tthem are far higher than those of 
simi1ar officers employed by Great Britain, Dominions 01" any other 
country in the world and are quite ont of proportion to the financial 
resources and tuable capacity of the counby. India cannot afford 
to maintain such a costly Civil Service, and the British Parliamentary 
Joint Committee should, in fairness to this country, revise the 
clauses making them a permanent costly fixture in the future 
administration of the coDDby. The way in which the powers of 
the members of the SerVices are not only maintained but actually 
increased by seWl'Bl clauses and appendices in the White Paper, 
leads one to believe that the British administrators are not in the 
1east inclined to transfer the gowmanc:e of the counby to Indian 
flands. Unless the conditions and terms of pi,y of aU these aU-india 
Services are adjusted in accordance with the ability of the counby 

to pay and unless the set'Vices are really made subordinate to the 
Ministers, I am afraid India will in perpetuity be a debtor naticm 
ruled, as a matter of fact, by Members of the aU-India Services 
appointed by the Seaetary of State. . 
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COMMERCIAL DISCRIMINATION 

I do not want to examine all the proposals of the White Paper, 
but would like to refer to two particular proposals, one relating to 
the special responsibility of the Governor-General in respect of several 
of the questions in the administration of the Federation, and the other 
relating to the Statutory Railway Board. One of the subiects under 
the. former refers to the "prevention of commercial discrimination." 
During the last four years of Commissions and Conferences, dis
cussions and reports, this question of commercial discrimination has 
stood prominently before both the countries. It is not necessary 
for me to repeat any argument in support of the right of this country 
to use all means including discrimination against all non-nationals 
for the purpose of building up her own indigenous industries. By 
indigenous industries I mean industries or services owned. and 
managed predominantly by Indians. It is an inherent right of all' 
self-governing countries to develop their agriculture and industries . 
in the best interests of their inhabitants and India cannot be barred 
by anyone from exercising this inherent right. I would like to 
put a straight question to those who have agreed to the discriminatory 
clauses as a price of peace or as a matter of expediency. whether 
they had the right to sacrifice a nation's birthright even if the 
attainment of the full scope of this right might have appeared very 
difficult or even impossible to them. Once this principle is given • 
up and the discriminatory clauses are accepted, our countrymen will 
have' to remain satisfied by being mere workers in factories with 
no hopes of being the leaders thereof. Some of us may even be 
taken on the Board of Directorate. Are we going to remain satisfied 
with this state of things? My answer and I am sure, yours also 
will be a distinct and definite "No" to such a query. Moreover 
the creation of such vested non-national interests will always come, 
as it has done till now, in the way of the political progress of this 
country. I would also like to ask those who are arguing from the 
British side whether their own industries, either the textile industry 
of Lancashire or the British shipping industry, are not built up to 
the present high position by an unambiguously deliberate policy of 
discrimination against every other nation and by following a policy 
of ruthless exploitation of countries, that where either dependencies 
or colonies. under their control and management. They now want 
to prevent India from using the very weapon which they themselves 
used in the past not only in teir own country but in India during 
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the period of their administration to build up their own industries. 
Now that they have secured a certain privileged position in the 
commercial and industrial life of this country, they want to retain 
that position even at the cost of the interests of the children' of 
the soil. I would like to ask what earthly chance can Indian 
enterprise have against the already established large-scale industries 
and giant. vested interests possessing huge reserves, accumulated 
experience and resources enough to wipe out all Indian newcomers, 
unless these newcomers are protected by the Government through 
discriminatory powers, both legislative and administrative, against 
non-nationals. I personally hold the firm conviction that no country 
at the present day can develop her industries without following a 
deliberate policy of disqimination, without excluding the non
nationals in the country, without giving substantial help either in 
the form of subsidies or bounties to those nascent industries that 
require careful bringing up, anq I personally see no relief in any 
formula, howsoever worded, unless the clear right of discrimination 
against any non-nationals is vested in the country. It is no use 
mincing matters on this most important question, and the" longer the 
right of economic self-government is delayed, the more embittered 
will be the feelings of the nation towards those who withhold it. I 
am sure that if this unrestricted right of discrimination is given to 
this country, she may not have many occasions to use it at least not 
as ruthlessly as Britain used it against other nations, but that she 
must have J;hat right goes without saying. 

THE PROPOSED RAILWAY BOARD 

The question of the establishment of a Railway Board to 
administer the affairs of the Indian railways really came as a surprise 
to those who were all along told at the second and third Round Table 
Conference that this Body will be constituted by the newly-formed 
Federal Legislature. The railways in India with more than 800 
crares invested therein constitute the biggest asset of the country. 
They have been so far managed by B Railway Board with the com
merce Member as the Chairman. No necessity has been felt for con
stituting a Statutory Board for the administrati(>n of these railways. 
I do not know whether the proposal as incorporated in the White 
Paper is the result of any apprehensions entertained in British circles 
owing to the fact that the future Commerce Member of the Federal 
Government will be an Indian Minister and therefore he may not 
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be relied upon to follow the same policy that his predecessors had 
been following in the pre-federal period. The Railway Board wields 
an enormous power to make and uumake any industry in the country 
and if this power is wielded in the national interests of the country, 
I am sure many an industry will be encouraged in the land and 
will add to its prosperity. Looking back to the history of the admi
nistration in the past, I can well understand the object of the British 
administrators to constitute the Railway Board as a close preserve 
for British interests and as the administration will be run by non
Indian persons at the helm, there will be very little chance of the 
future Railway Statutory Board with immense assets worth nearly 
800 crores under their control following a policy that would relieve 
lmemployment in the country, increase the country's productivity 
and add to the national wealth. I am voicing the unanimous opinion 
of the entire commercial community when I say that the mercantile 
community views with grave concern the proposal in the White Paper 
relating to the estab1ishment of a Railway Board. 

I do not wish to express my opinion on the other proposals in 
the White Paper as they will be discussed by the whole House either 
today or tomorrow. But let me warn the British people in the 
country and outside that their interests will be safer in the hands of 
Indians vested with full power rather than if real power is denied 
and nominal control given. In such a case people will be tempted 
to find out ways and means of circumventing all safeguards to damage 
those vested interests. May I repeat the warning given by the Poet 
Tagore in his letter to the Indian Conciliation Group, London, 

"Genuine peace in India can only result from fearless 
recognition by the Government of the fundamental claints of 
humanity". 

To this I may add that given a status equal to that of Canada, 
Australia or South Africa as defined by the Statute of Westminister, 
India, with a population of 350 millions of souls, will always be help
ful in maintaining peace in the world. (applause). 

President: Before I sit down I should like to extend a cordial 
welcome to the Honeurable Mr. Peri Sundaram, Commerce Minister 
to the Government of Ceylon. ' 

Two Resolutions are to be moved from the Chair: The first 
relates to the death of Sir Dinshaw M. Petit. 
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I move: 

DEATH OF SIR DINSHAW M. PETIT., BART. 

"The Federation putl on record ita Ie ..... of great I ... to the 
Indian commercial community luatained by the death of ita fint 
Preaident, Sir Dinahaw M. Petit., Bart, and expreuea ita deep 
Iympathy and condolencea with the member. of the family of the 
d-.ed." 

The resolution was carried by the House, all the Members 
standing, 

The Second Resolution relates to the release of Mahatma Gandhi. 
It is also to be moved from the Chair. 

I move: 

RELEASE OF GANDHIJI. 

"The Federation of Indian Chamber. of Commerce and 
Induatry placel on record that in ita opinion the dual policy oll 
the Government haa faUed and that in the intereat of peace, good
will and proaperity, it ia _tiaI that Mahatma Gandhi and other 
political priaonera eould be releaaed forthwith." 

Mr. R. K. Sidhwa (Karachi Indian Merchants' Association): 
I propose an amendment to this Resolution. 

President: Resolutions from the Chair are conventionally 
passed without any comments and certainly without any amend
ments. The Committee spent a good deal of time on this and they 
unanimously agreed that this would serve the purpose. As there 
cannot be any controversy about this. I would appeal to you to pass 
this ~thout any amendment. 

Mr. R. K. Sidhwa: Vlhat will be the remedy for a member 
to express his opinion on the matter? 

President: Resolutions from the Chair, I might repeat, are 
supposed to be agreeable to all and this is the unanimons view of 
the Execntive Committee. 

Mr. R. K. Sidhwa : Provided it is acceptable to the whole body. 
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President: Let this Resolution be passed and if there are any 
other points that you wish to bring forward you might bring them 
to my notice and I will place them before the Committee and we can 
have another Resolution later on. I think that will meet your 
point. 

Mr. R. K. Sidhwa: In that case would it not be desirable to 
hold ove~ this proposition until you consider my points? 

Pandit Santanam (Indian Life Assurance Offices' Association): 
The Resolution that you have moved has come as a surprise to us. 
Considering .that this Resolution has been materially al.tered in the 
Executive Committee, would it not be fair for the President to 
to declare that this Resolution might be moved by some member 
on behalf of the Committee and opportunities might be given to 
the members, if they wish to make changes. Resolutions moved 
from the Chair are generally non-contentious. In this matter there 
is no doubt that the principle underying it is non-contentious but 
the wording is certainly a matter of very great contention. So I 
would request you to allow this to be moved by a member on behalf 
of the Committee. 

Mr. Begraj Gupta (Marwari Chamber of Commerce, Bombay) 
addressed the House in Hindi; He explained that it was his 
Chamber which sent in the resolution which was incorporated in 
the Agenda. Since then the White Paper was published. Consider
ing the reception which the White Paper received at the hands of 
various political bodies, his Chamber wrote to the Committee of the 
Federation expressing its desire to alter the text of the resolution. 
The resolution moved from the Chair now was thus altered in view 
of the universal condemnation which the White Paper received since 
its publication from all quarters in India. 

Mr. A. D. Shroff (Indian Merchants' Chamber, Bombay): Mr. 
President' : I am sure that everyone present here will unanimously 
agree to the substance of the Resolution that you have moved. But 
I think it is but fair that I should take exception to the procedllre 
adopted by you. After all, we must remember that there is a lot 
of feeling on the question which forms the subject-matter of the 
resolution and it is really a matter of surprise to us the way things 

are run in this Federation; for instance, many of us who are present 
here to-day have not yet been supplied with copies of the resolution, . 



that are to be·iliscussed this sossion, imd that resolutions are moved 
of which we had 110 notice at All. I do 851< whether it is considered 
lair by the Exeeutive Committee of the Federation to treat the 
delegate!! ill. thi. fashion. 

Mr. J. 1. :Kapadia (Native Share & Stock Brokers' Association):. 
May i in this connection draw yo;"r attention to bye-law 4 which 
prescribes that previouS notice of a resolution mus~ be given. 
I should like to know why that bye-law has been violated in this 
particular case. 

President: In reply to Mr. Shroff, I must confess he is right· 
· as regards his not having the ·agenda with him. Although the 
· Committee worked for several hours yesterday and the stall worked 

till 2 o'clock at night, unfortunately we have not yet got the final 
copie& from the press. We expect them every minute. I !;llead 

.~ guilty to the unavoidable olnission, but it is l!I ittegUlarity broUght 
.about by mechanical or physical eauses beyond our control. 

As regards Mr. Kapadia's !;lolnt. this resolution WIIS cin:ulated. 
The very Chamber that sent in the resolution not only desired it to 
be amended but its representative came and saw me in Bombay and 
Mr. Begraj Gupta has expressed his opinion and the ·reasons for the 
alteration. The only revision that we took steps to bring about in 
the Committee concel11ed a few suggestioils elhanating from those 
who suggested any alterations, changeS or remarKs in resolutions 
after they have been With the member-bodies and delegates for some 
tinte. That procedure has been followed. 'I'his resolution was 
unanimously approved by the Committee; and I think is an improve
ment from every point of view. If however it is intended to have 
it placed through a member and have it discussed, personally I have 
nQ objection if that is the sense of the House. 

A delegate: I think it would be better, SIr, if ~u hold over 
this resolution until the Executive Committee have reconsidered the 
lI1atter. 

President: :My difficulty is that the agenda papers have not .' 
• arrived and therefore I was trying to finish these two resolutions and 

then take the gold resolution. Every lninute 'M! are expecting the 
final print of the resolutions. Thllt is the difficulty . Now if we C:ih 
take up any other resolution on which there would be no difference 
bf opinion, we can carry on till I o'cloclo: by which tinte I hope 

~ the agenda papers will be available. 

3 
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Mr. Debi Prasad Khaitan (Indian Chamber of Commerce, 
Calcutta): Sir, as a member who was present at the committ~ 
meeting which discussed this resolution as regards the form in which 
it ought to be placed before the annual session, I think it is due to 
the President of the Executive Committee that the reasons for the 
alteration should be fully explained. You will find, Sir, from the 
draft resolution which had been submitted by" the Marwari Chamber 
of Commerce before the White Paper was published, that the latter 
portion of the Resolution stated that the "Federation believed that 
if the majority of the political prisoners now in jail, . . . . 

Mr. Shroff: On a point of order, Sir, I think last year it was 
ruled that no menti0ll was to be made of what had happened in the 
committee? 

President: I think the reasons should certainly be explained 
to the House as to why a certain resolution which was put on the 
agenda was at the last moment altered by the Executive Committee. 

A Delegate: You can do that in your personal capacity. 

Mr. Kapadia: I rise to a point of order. I want to know 
whether the resolution which you have moved from the Chair does 
not violate the express wording of bye-law 4. 

Mr. A. D. Shroff: If the Chairman is the authority who decides" 
a point of order and not any other member, I cannot understand any 
other member assuming the authority of the Chair to give us a ruling 
on a point of order. It is you who have been asked to give a ruling. 

President: Mr. Shroff, I do not think Mr. Khaitan was trying 
to give a ruling. He was trying to explain bye-law 4. The ruling 
will be given in due course by the Chair if and when necessary. 
Mr. Khaitan is one of the very few expert legal members present 
here and what he is trying to do is to explain the precise position, 
and we have to thank him for that and because he has been trying 
to help the Federation as regards rules, regulations and the con
stitution, and he is now trying to explain the position. The ruling 
of course will naturally lie with the Chair. 

Mr. Debi Prasad Khaitan: Sir, some objection is taken on the 
point of bye-law 4. I will first read bye-law 4. 

"The Executive Committee are empowered to give notice of any subject 
or resolution for consideration at any of the annual Jenera1 or ~peci" 
lDeetin,. of the Federation," 
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, This is a power given to the Executive Committee and it is within 
the power of the Executive Committee to give notice of any subject 
or resolution for consideration at any annual general meeting and 
I cannot understand how bye-law 4 can possibly be construed as a 
restriction on the members of the Executive Committee. Then, Sir, 
I will refer to the reasons whicli I was giving as to why the draft 
Resolution as submitted by the Marwari Chamber of Commerce was 
altered. The latter part in the ,original draft which has been dropped 
by the Executive Committee ran like this: 

'"The Federation believe tbat if the majority of the politi<al prisoners 
now in jail after a careful consideration of the remmmendations in 
a free atmosphere are convinced that the proposed constitution win 
indeed give to the country the substance of its demands as is ... · 
claimed by Government and that politioal peace and trade ... vival 
will soon be ushered in. . . . . . II 

As Mr. Begraj Gupta representing the Marwari Chomber of 
Commerce has already explained, this draft was prepared and sub
mitted to the Executive Committee of the Federation before the 
White Paper was published. Now that the White Paper has Seen 

J:he light of the day and opinions have been expressed on the White 
Paper all throughout the country, we know what the feeling of the 

.• coUntry is on the White Paper IlJI.d certainly' know what attitude the 
Congressmen, who are called political prisoners in this draft, would 
express on the substance or the wording or the implications of the 
White Paper, and the Committee· certainly thought that it would 
be an improvement upon the draft to drop the second part of this 
Resolution and to place before the House only the first part. I hope, 
Sir, that, with this explanation there will be no dissentient voice 
about the Resolution in the form in which you have placed it before 
the House. 

Mr. A. D. Shroff: May I point out that the bye-law has to be 
read in conjunction with rule IX? 

Mr. Debi Prasad KhaitaD.: I will also read rule IX : 

"No subject which i. not specified in the final natiee of the prognunme 
of business to be transacted shan be permitted to be diS<:1lSllOCi at 
any annual, semi ...... ual or special meetiag unless the subjects speci
fied in ouch prognunme have been disposed of. No formal _u
tion oha1l be adopted at a meetiag nor any pIlblic action tabn in 
the name of the Federation at such meetiag GIl any ... bjed lIDless 
it sba1l be"" heen inclDded in snch prognunme duly issued by the 
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authority of the Bxecu.tive Committee. If. however, the President 
01' the Chairman suggests ~ subject fOf consideration and at least 
three-fourths. of the members present agree to the same being COD

sidered, such question may be treated as part of the agenda and 
proceeded with. No action shall be taken by the Federation in ita 
collective capacity "except on the resolutions carried by a majority 
of two-thirds of the votes given thereon!" 

So fat" as this rule is concerned. there has been no violation of it 
because the subject is on the agenda as c;irculated. No new subject 
has been introduced by the Executive Committee at all. In view 
of the developments that have taken place since the draft resolution 
was prepat"ed and submitted to the Executive Committee, the latter 
has full power not only under the rules and bye-laws but also by 
its inherent powers t~ make such alterations and amendments as they 
think fit as regards the wording of the resolution on any subject as it 
may be placed before the House, and as regat"ds the second part of it 
the Executive Committee is prepat"iug the Resolution on the White 
Paper, it win duly be submitted to the House and the House will 
have the fullest opportunity of expressing its opinion on $ White . 
Paper itself. 

President: In view of thia, I would like to have this Resolution 
passed uwwimously as. moved from the Chair. 

l<tr. R. K. Sidhwa: Is ~t you desire persistently not to hear 
out views at least in this U1a~ 1 

President: If that is the sense of the House, I am afrald I will 
have to put it in the way you want. Do you want me to U;ke the 
sense of the House on this namely. whether this resolution should 
be considered now or later on 1 

Mr. R. K. Sidhwa: That would be better. 

President: We would like to be. unanimous 011 such a resolution 
and therefore we defer it. 

As regards the next resolution, as I said you have not got the 
exact wording of the resolution before you. The next resolution 
that will be read out to you is about gold, with the deletion of only 
one line. I would ask Mr. Sarker to propose it. 

Mr. N. R. Sarker (Bengal National Chamber of Commerce, 
Calcutta): Sir, I beg to move the following Resolution : 
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GOLD.· 

"nu. Federation views with alarm the continued outflow of 
gold from India yaiued at over 120 crores of rupees since 
September 1931 and regrets the policy of inaction on the part 
of tbe Government of India in apite of atrong protests by the 
Indian mercantile community. In view of the huge 1011 of the 
immense potential atrength which the gold reaources of India might 
have aupplied to the future' Reserve Bank, this Federation ~e
afIinq the neceaaity of atepa being taken forthwith by the Govern
ment to put an embargo _ the export of gold and to buy gold' 
in India fe>&' the purpoae of atrengthening the Currency Raerve at 
the rat.:a elluivaient to aterling rates of gold in London ... 

And then I have been asked by the Chairman to move the 
Resolution on Currency also: 

CURRENCY. 

''Thi. Fed_tion proleats apinal the Government', policy of 
keeping the rupee linked to .terling aDd urges that the rupee be 
allowed to fiDd ita own level" 

You are all aware of the keen international rivalry for the' 
possession of the yellow metal, which began several years ago and 
has been continuing still unabated. Nearly every COUDtry in the· 
world is making frantic efforts not only to protect and conserve its 
stocks of gold, but also to augment them. A large number of 
llOuntries, too numerous to mention, have prohibited the export of 
gald. The Bank of England. (01: months past, has beu BJl active 
purchaser of gold, indeed purchasing teeently at the rate of f,I 
millioa a day. The Bank of France and. the Federal Reserve Bank 
of America are almost relentless in their etIorts to acquire gold. 

Such being the condition of international demand for gold, the 
attitude to be taka by any particular cOuntry towards the uncon
trolled export of the metal should be obvious enough. As a matter 
of fact Indian opinion on the question has already been frequently 
expnssed in most definite and emphatic terms. Nearly every repre
sentative of Indian commercial organisations has protested against 
the terrible drain of gald from India. The natiODalist press has 
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expressed its thorough disapproval of the policy and the leaders of 
public opiuion have unanimously condemned the Government's 
obstinate ·inaction in the face of a grave economic phenomenon. 

It should thus be unnecessary for me to offer elaborate arguments 
in support of the Resolution. But recently Sir George Schuster has 
in presenting his latest Budget assiduously devoted a part of his 
speech to support the policy of free export of gold, and has since 
asserted that his arguments have not so far been met by his critics. 
I feel that we should not allow this occasion to pass without 
answering the challenge of Sir George Schuster and I would there
fore refer to some of the points raised by him to show that they are 
absolutely untenable and can not offer any iustification for the 
policy hitherto pursued by the Government in this matter. We must 
wonder at the remarkable boldness and ingenuity of Sir George 
Schustet' if we remember that of all Ministers of Finance and 
Chancellors of the Exchequer in the world our Finance Member is 
perhaps the only one who has advocated and enforced the free gold 
exports. 

I must, however, congratulate Sir George on the consummate 
ability with which he has marshalled his facts and arguments and 
the k~ analytical gifts he has brought to bear upon the examination 
of the problem. But as nearly all bad causes have had some brilliant 
advocates to defend them, he reminds me rather of a great lawyer 
who makes a brilliant defence after having committed a grave offence. 
You may admire his legal gifts but you are convinced he has 
committed the offence. 

I will now briefly examine the arguments advanced by the 
Finance Member. His first argument is that on account of the 
serious shrinkage in her export trade, India conld not support the 
present volume of imports and meet her external obligations without 
embarrassing results unless the position was helped ~y the export 
of gold. 

The argument would have been absurd but for the subtle fallacy. 
underlying it. It assumes that it is necessary to support the present 
volume of imports and that these imports co,,:tribute to the increase 
of the country's economic well-being or its productive capacity. If 
the Finance Member had devoted a part of the time he has expended 
upon the defence of gold exports to a study of our import trade, 
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he might have easily seen that neither the economic welfare, not the 
productive capacity of this country, requires the maintenance of 
imports at the present level. The argument wOltld be valid -only if 
the Finance Member could prove that reduction in the con;umi>tion 
of imported commodities would inflict grave -injury upon our 

- economic system. Sir George merely assumes this and has been 
careful enough not to attempt to prove it. 

I am afraid Sir George is ~nfusing the position of India' with 
that of his own country. The bulk of England's imports consists 
(apart from food-stuffs) of raw ma:terials, semi-finished goods and 
capital goods, on which her very economy is so largely founded; 

- and therefore any serious diminution in imports would react danger
ously upon her economic stability. In India the positio~ is entirely 
different. Our imports consist mainly of manufactured goods, some 
of which confer no economic benefit upon this country at all; and 
a large part of these imports comes directly into conflict with the 
prosperity of our own struggling industries. Would a reduction in 
the i,mports of dumped cotton goods, which have all but overwhelmed 
our cotton industry, or of cement -"and steel sold at ricj.iculous prices, 
or of non-necessaries and luxuries like foreign provisiOns, cigarettes, 
wines and beers,-would the reduction in the consu,mption of these 
goods to a "desperately low level" have inflicted any injury? On 
the contrary, the economic position of the country is such that it is 
necessary to take every step to discourage the import of goods that 
affect unfavourably the prosperity of Indian industries. Curiously 
enough, our Finance Member seems to deplore the fact that India's 
ability to consume foreign manufactures has been reduced. If the 
present level of exports cannot support the present volume of imports, 
the sensible thing to do is either to stimulate exports or reduce 
imports. The Finance Member seems to have completely ignored 
these natural remedies, and can only ~visage gold exports as the 
only remedy. Herein lies the difference between our Fin"",ce 
Member and the Chancellors. of the Exchequer of other countries. 
Faced with the same problem, rather than allow gold to be drained 

. Ollt of the country, England raised tariffs to curtail imports and 
set right the balance of trade, depreciat.ed the currency to stimulate 

. exports, and put an embargo on exports of gold. It ~ evident from 
- Sir George Schuster's own statement that he was more anxious to 
- .~ that th~ volum~ of imports was not reduced than to con_ 
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the gold in India, and this gives the key to the Finance Member's 
policy. 

The second argument of the Finance Member is highly involved 
and rather far-fetched. He says that by exporting gold, India has 
released into the world a commodity which "if it is used as a basis 
for currency" would increase the purchasing power of other 
countries. But has it all been used as a "basis for currency"? 
When exports of gold commenced, was the Finance Member con
vinced that it was all going to be used as "a basis for currency"? 
Did the importing countries give him any assurance or guarantee? 
At any rate, not very long after, from facts available to him, he 
must have known that a large part of the gold exported out of India. 
was simply being sterilised and hoarded in other countries and was 
not being used for the purpose he had anticipated. If the Finance 
Member really believed in this argument,' was it not his duty to stop 
the export of gold at least then? I am amazed that a Finance 
Member should hold out such pitiful weak and laboured arguments. 
Are we to understand that when gold began to be exported from 
India, the Finance Member, realising the advantage they may 
bestow upon our customer countries, encouraged it? Apart 
altogether from the question whether the anticipated benefits have 
actually materialised, I would like to know why this particular 
argument was not advanced in the Budget speech of 1932, where 
also the Finance Member attempted an elaborate defence of this 
policy. It is evident that this particular aspect was not present in 
his mind when he decided his attitude towards gold exports from 

• India. It is a mere after-thought. 

But is it correct? Is the contention borne out by facts? I am 
prepared to admit the argument if the Finance Member can prove 
to me that, as a result of the increase in the purchasing power of 
the countries that absorbed the gold, all of them have purchased 
a greater volume of commodities from India. The real fact is that 
nearly everyone o{ them bonght less from India in 1932 than they 
did in 1931 or 1930. Our export figures fOO" 1932 reveal grave 
deterioration. In ten months -from April 1932 to January 1933 as 
the Finance Member himseU pointed out, exports were down to 
IIO~ crores against 134~ crores for the previous year. In nearly 
every main commodity the decline was due to a fall in quantity 
rather than in price. In the face of these facts, this particular 

argument of the Finance Member is tborough1:f unconvincing. 
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In any .~, Sir George Schuster has propounded a very novel .. 
method 'of reviving the trade of a country. '1'0 a country which 
~es to sell more goods, his suggestion is that it should export 
its gold t;, its customers, So that it may enable them to increase 
their purchasing power. If this is not economic altruism, I do not 
know what is. How I wish he suggested this to his own country 
England. No country is in greater need of foreign customers, and 
India is one of England's greatest customers. Would Sir George 
Schuster suggest to England that she should export her gold to India 
so that it may increase India's purchasing power and enable her to 

buy more from England? It may be a pleasing diversion for Sir 
George to play the fairy God-father to a distressed world, but when 
it is done at the expense of this poor country and its stock of gold, 
we feel that the interests of this country have been sacrificed for tlie 
convenience of the world. No other country is in greater- need of 
raising its purchasing power than India, and yet, curiously enough 
·it did not strike our Finance Member that if India's gold could be 
retained in India, it could be made the basis for her currency and 
could increaSe her purchasing power. In his solicitude for the pur
chasing power of foreign countries' and the basis of their currencies, 

. India naturally enough perhaps just slipped out of his mind. 

The Finance Member has brought out a string of figures to 
prove how, with the proceeds of gold export India has ,,-educed her 
sterling debts and strengthened her sterling reserves. '!'he reduction 
of sterling debt is certainly commendable and is a step in the right 
direction. But I confess I fail to see the advantages of selling gold 

. to acquire sterling., If the gold had been acquired by the Govern- , 
ment and retained in their own reserves in India, would it not have 
strengthened the Government's position just as much as the acquisi
tion of superfluous sterling? The Finance Member thinks this would 
not have been good policy, because we have "our proper proportion" 
of gold in our currency reserves. I am afraid I cannot agree with 
the Finance Member's idea of "proper proportion". In the first 
week of March the percentage of gold to notes in circulation was 
barely 14'65 and this can hardly be admitted from any standpoint 
as a proper proportion. EVen admitting that 14'65 per cent is a 
proper proportion, why should the Finance Member have any Objec
tion to acquiring a little more of the metal which the whole world 
ls clamouring to get? Would it be disastrous to India? 

Neither can I agree with the Finance Member's partiality for .. 
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istuest bearing sterling investment. It "II depends upon whethe~ 
• India is in greater need ot sterling investments of gold. WithQut 
fear of contradiction, I can say that gold is immensely more neces, 
I;IITY find 'usefm to India under the existing circumstances than the 
interest earned on sterling investments. Formerly, when sterling 
W!lfi easily convertible into gold, perhaps it did not matter ; but Ilt 
the present time, when it is not so ,convertible, there is, I think, a' 
4istinct danger in selling away our gold to invest it in sterling. 

Sir G!oor/:,e Schuster has in this connection referred to a potential 
d:l!lger Which in his opinion wou1d bear disastrous effect if the 
Gov~npnent were to decide in favour of purchasing gold. It would 
Ilflt ]:Ie possi]:lle for the Government, he suggested, to per!listently 
coqt:it!.ue to purchase gold without exposing themselves to the h~ard 
of I!bandoni.p.g the ratio of exchange. The arguments advanced by 
4im in support of such probability are interesting and may be quoted 
as follows; 

"If we had bought the gold for rupees, the private remitt<!rs 
would then have come to us, as the currency authority and demanded 
that we, in accordance with our statutory obligation, should sell 
sterling to them. We could not under the existing law have refused 
til 40 SQ ~d in that case we should have had to use the gold which' 
WI; hll!! lI~guired to buy sterling to meet our obligations and thus 
woq14 \lav~ found ourselves in precisely the same position as we aTe 
tq.dllY, We comd only have refused to sell the gold in two way~ 
:j;;itheT we should have had to get a law passed to relieve us of our 
smtutory obligations in which case who would venture to prophesy 
what would hav~ happened to the sterling value the rupee? Or 
Ill! !In a.lt~lll!tive we should have had to pass a law putting" rigid 
resttictioll on aU exchange transactions, which would bave be~ a 
gr~ I\I\d unnecessary interference with the liberty of private illdivi
duals to deal with their own property and would necessarily have 
led to II very serious restriction of imports." 

These arguments of the Finance Member are no more convincing 
than those I have already discussed and' they only reveal once more 
how in a conflict be,tween the ratio question and 'vital economic 
interests of the country ollr Government invariably attach a higher 
degree of importance to the former. I would not attempt to give 
any elaborate reply to the laboured arguments so ingeniously put 
forwar\l by Sir George Schuster. I would only ask thllt if Sir 
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-George was convinced that those were the only two alternatives left 
open to'him and that the second was obviously detrimental to the 
interests of trade, what conld have deterred him from abandoning , 
ratio for a purpose that offered a sufficient cause for similar action 
in most of the advanced countries in the world. to-daj'. Did tiot 
Ameri!;ll and England, not to speak of other countries, abandon the 
basis 01 their currency ~teinS for the sake of preventing an efIIU:lt 
01 gold, and what did their action mean but the forsaking of a staW
tory obligation? I cannot understand why our Finance Metnbet 
decided to adhere to statutory obligations which were unhesitatingly 
disowned by even the Government in England no sooner thati the 
circumstances demanded it. Sir George Schuster could well IiIlVe 
assured himself that the disavowal of the Government's obligation 
t,p maintain the ratio would be wel~e to the commercial community 
hi India who have persistently been complaining against the over: 
valued rupee. 

Having examined Sir George Schuster's argument and his 
attitude towards India's gold, it would be interesting to note what 
other countries have been doing in regard to this question. During 
the year 1932 the Bank of England acquired gold with avidity. In 
the course of that year, England had at one time acquired as much 
as /,20 million of gold, and the year would have closed with an 
increase in gold reserve of about ,this amount, had it not been for 
England's war debt payment in the middle of December which 
'involved a sacrifice of about /,19~ million in gold. 

In 1932, imports of gold into England equalled /,151.9 million 
and exports /,134'3 million, leaving a net excess of imports over 
exports of i.r7'6 million. Of these Imports, India furnished in the 
first eleven months, i.s2 million. It was most unlikely that, if 
Indian gold were not available, England would have been able to 
repay America. In all possibility, she would have been forced to 
default or raise a loan in America, or ask tor extension of the time 
of payment. 

On the 19th March 1933, the Bank of England's gold reserve 
was the highest for all time and its gold holding the highest since 
July 1931. In 1932 France imported a very large quantity of gold. 
On November 30th, the gold reserves of the Bank of France eneeded 
83 milliard francs, while at the beginning of the year, it was under 
6g milliard that is, an increase of 14 milliards in OI1e year. The 
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continuous hoarding of gold by France is one of the outstanding 
features of the international gold situation. 

Besides these countries the Central Banks of the United States, 
Holland, Italy and Switzerland have all acquired increased quantities 
of gold in 1932. Why should not have India acquired at least as 
much gold as is adequate for her purposes? For the sound and 
secure establishment of the Reserve Bank, more gold than we possess 
to-day is· necessary. All the more inexplicable therefore is the 
Finance Member's indifference in this matter, specially in view of 
his expressed earnestness for setting up a reserve bank at the earliest 
date, 

I would therefore strongly recommend the imposition of al1 
immediate embargo upon the export of gold. In view of the alarm
ing· quantities of gold that are still leaving India, such an embargo 
is most imperative. The country's feeling in the matter is so deep 
and universal that I fully trust the Finance Member will reconsider 
his policy. 

An embargo on gold export is only but one part of the policy 
now urgently required. The Government must go further and make 
up· its mind to buy gold in India, lor the purpose of strengthening 
our currency reserves, at rates to be fixed from day to day according 
to the sterling price of gold in London. Such a policy would not 
inflict any injury upon people who must convert their savings into 
consumable goods, or hinder others who are moved by a commend
able desires to change one form of investment for a more 
profitable one. 

With these words, I place these Resolutions for your acceptance 
(applause). 

Mr. Chunilal B. Mehta (Bombay Bullion Exchange, Bombay) in 
seconding the resolutions said : 

Gentlemen, 

It is an unfortunate tragedy of Indian public finance that 
invariably in every matter concerning currency, exchange and other 
monetary problems of India there is difference of opinion betw..en 
the Government of India on the one hand and well-informed public 
opinion in India on the other. This continues to be so since many 
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years and even tC)-day there is nothing to suggeSt that the' situ.m.on', 
has changed inspite of all talks of political reforms towards Dominion 
Status. During the last fifteen years or so we had the controversy 
regarding 2S. ratio then again ISd. ratio and now, there is perhaps 
no greater controversial question than gold exports, a matter in which 
the Government have totally ignored the best interests of the country. 
This resolution of the Federation on gold exports and rupee exchange 
states in unmistakable terms ,the Indian point of view. ' 

That acute economic distress is prevailing in. India, especially 
'since iast few years, is a matter of common knowledge. The distress 
and the sufferings of the people are painful and intense. The 
terrible fall in commodity prices have ruined many a people, 
especially in rural areas, and agricultural industry-the most import
ant industry of India has ceased to be a profitable business. 

Under such dire circumstances and out of sheer distress people 
have been forced to fall upon their reserves and to sell their gold 
to meet their requirementa, and long before the rupee was divorced 
from ISd. gold in September 1931 distress gold was actually coming 
upon the market and about Rs. 10 crores worth of gold was actually 
sold to the Governme~t at the statutory price of 21-3-10. The gold 
was coming out for sale and was being purchased by the Government 
and the currency in circulation came to increase. Therefore, inspite 
of economic distress there was no complaint against the Government 
'On this score as the gold with the people was being transferred to the 
Currency Reserve for functioning in the manner and to the extent 
it should do. 

The greatest source of satisfaction was that "distress" gold was 
retained within the four walls of the country and did not leave its 
shores. 

However, since September 1931, the position has changed, and 
day after day, gold continues to be exported from this country. 
The total of such gold exports since September 1931 now approxi.· 
mates Rs. lao crores and still gold is leaving country at the rate 
of a crore a week. This Federation and various other public bodies 
in India have vainly urged the Government to prohibit the gold 
export from this country and day by day public opinion is getting • 
stronger and stronger on this point. In the Budget speech of 1932, ' 
Sir George Schuster tried to defend the policy of allowing gold 
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.- exportS from India, but not a single argument of his has convinced 
the people. 

It will be interesting to go over his arguments as after a period 
of one year we have the satisfaction to see that wbat this Federation 
said at the time has come out quite correct. His arguments at the 
time against huying gold were :-(1) there was speculative risk, 
(2) the Government could not afford to buy and hold all the gold 
which was being offered for sale, (3) The" Government had already 
their proper proportion· of gold in currency reserve, and lastly, 
(4) they were acquiring sterling. EllCh of these arguments at that 
time was subjected to the public criticism. His first argument could 
not stand so long as sterling is not stabilised and linked with gold. 
Sterling is fluctuating and as such there is equal risk in buying 
sterling as in buying gold. But since the British Treasury began to 
purchase gold systematically his argument has fallen flat. There 
is no doubt that physical possession of gold will create more con
fidence than all the sterling balances of the Gov.!mment. Even when 
sterling is not stabilised the British Treasury through Bank of 
England is almost daily buying gold for constructive purposes, and 
there is no question or consideration of risk to them. Why then 
there should be such a question with Government of India? Further, 
his argument that the Government cannot afford to buy all gold that 
is offered for sale, is obviously ridiculous. How can there be the 
question of ability to buy when they are actually buying huge 
amounts of sterling, far in excess of their requirements during the 
last 18 months? The same resources could have been and can be 
utilised to purchase gold instead of sterling, only if there was the 
desire to do so. 

As regards proper proportion in the currency reserve, it could 
be seen that at present the reserve of gold in the Paper Currency 
Department is barely Rs. 26 crores against a Note circulation of 
"Rs. 177 crores or about IS per cent. Is this proper proportion? 
And even this has been brought not by any new purchase of gold 
but by book transfers from Gold Standard Reserve to Paper Currency 

Reserve. 

Another argument of Sir George Schuster was that they were 
acquiring sterling. It is true that the Government had sterling 
obligations and no one objected to their buying sterling to meet their 
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obligations, but it is difficult to understand why they should 'purchase 
sterling far in excess of their requirements in preference to gold. 

~ow in this year's Budget speech in the Assembly Sir George 
Schuster has given up the old arguments in defence of his gold 
policy and has taken much trouble to explore new arg1l!llents. HI! 
took delight on account of gold exports from India. He has 
regarded it as a beneficial feature of no small importance. He talked 
eloquently over the benefits ·to the Government and to the . people , 
on account of gold exportS. All over the 'world exports of gold from, 
a country are regarded as nothing less than a sign of economic 

, deterioration. -But Sir George Schuster does not regard it so in the 
case of India. He merely regards it as an exchange of one form 
of investment for another and as drawing on reserves accUlllulated in 
btltter times with no decrease in income. It is 1\ laboured argument 
when it is said that people sell gold with one hand and buy securities 
with the other hanel.'. Drawing upon reserves for absolute require
ments cannot lead to exchange of investments. The appreciation in 
Government securities is not a feature peculiar to India alone but 
to all over the world in proportion to fall in interest rat!'!', lind it is 
II positive assertion of very, low .activity in trade and industry. 

While Sir George Schuster has not a word to say about the 
distress of the people he showed immense solicitude for the out-side 
world when he said "India has in fact been able to release into the 
world a commodity for which alone there is an undiminished market 
and the possession of which if it is used as a basis of currency, does 
not diminish, but rather increases the purchasing power of the coun
tries absorbing it. By doing so India has been enabled to take more 
imports and, thereby, in this second way also to increase the pur
chasing power of her own potential customers. II As said now at 
one moment Sir George Schuster says that selling gold by the people 
is an exchange of one form of investment for another form. At the 
same time he also admits that gold exports have enabled India to 
take more imports. It can be seen that both cannot be right. It 
is clear that imported articles are of ordinary requirements and are 
paid for by gold exports. As such it is proved that the people are 
selling gold to provide for ordinary every day necessities of 'life and 
not for exchanging one form of investment into another. Further 
Finance Member's inference that the increased imports may increase 
the puJ;Chasing power of our potentia! customers is also mistaken, 
as tht: \lXPOI't trade of India during the last 18 months !uIs pduallJ 
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deteriorated instead of improving. 01>viously; Indian gold is being 
used by foreign countries to buy commodities of coUntries other than 
India. _ He also does not remember that there is more urgent 'need 
for gold within _the country for a Reserve Bank. He even goes 50 

far as to say that they were well-advised in keeping their reserves 
in interesting-bearing sterling investments in preference to gold. 
Since many years we have heard from the Government about the 
superiority of interest-bearing assets over non-interest-bearing barren 
metal and inspite of that the whole world, including Britain, is 
clamouring for that metal but the Government of India refuse to' 
change their gold policY for which there can be no parallel in the -
world. -

Further, the· Finance Member said that as currency authority 
under the existing law it would be difficult for them to refuse selling 
sterling to the public. First of all during the last 18 months the 
Government are never called upon to exercise their function as 
currency authority to sell sterling. However it is very regretable 
that the Government are taking undue ad~antage 'of the CurrencY 
Act of 1927. When that Act was passed sterling and gold were one 
,and the same and in that confidence the Assembly had passed the 
Act. But now when sterling is entirely different from gold the 
Government are still sticking to the wording of the Act and are 
keeping theoretical responsibility in order to carry on their policY 
of allowing the gold exports. 

Summing up what has all been said until now the position is 
reduced to this : India has parted with gold to the value of Rs. 120 

crores and there is absolutely no corresponding gain or advantage. 
~his is the net balance of the transaction. The Government of India 
stand unique in the world in not taking advantage of the opportunity 
to accumulate gold but actually they are facilitating its exports from 
this country. It is quite obvious therefore that it is the deliberate 
policY pf the Government to allow gold to go out of the country' 
as much as possible with a view to support the value of sterling in 
terms of gold. If they do not admit thiS they must be grossly 
ignorant of the functional value of gold. British economists, finan
ciers and newspapers all admit that it is the Indian gold that is 
supporting the sterling. 

All the possible advantages, direct and indirect, whether big or 
$Ulall, now supposed to have been secured to the Government and 
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the people ca~ befuliy obtained i(the Govei-nment stop th\!export 
of gold and buy all the gold in the open market. The other, day, 
Sir· George Schuster asked the Assembly whether they are prepared' 
to face the practical results of such an action although he had not 
informed the Assembly as to what those practical results would be 
and what harm they would do. It is too simple to realise the practi
cal results of such an action. No harm to the finances of India nor 
to the trade and industry of th~ country is to come by the prohibition 
of gold exports. On the contrary the practical results would be 
beneficial by prohibiting gold exports and allowing the rupee to 
find its natural level. There would certainly be a material rise in 
raw commodity prices. This would materially increase the purchas-

, ing power of the masses which would help to improve the general 
trade conditions. What is wanted in these days is the rise in cOm-. 
modity prices and increase in purchasing power of the masses. We all 
know that after the abandonment of gold standard by Britain, Japan 
also abandoned gold standard- only for the purpose of competing in' 
foreign markets. In the same way in order to improve commodity 
prices and increase the buying power of masses and to protect our gold 
from going out of the country, gold exports should be prohibited 
and rupee should be allowed to find its natural level. Only recently, 
with huge stocks of gold, the United States of America put an 
embargo on gold exports. What has happened in that country? 
Have the heavens come down? On the other hand, every body in 
America welcomed it as shown by the buoyant feeling that prevailed. 
The same thing would happen in India. 

Therefore. we urge the Government to ,revise their gold and 
exchange policy because it is admitted by all that gold standard 
can be the only international standard and measure of prices. and that· 
gold will continue to occupy its pre-eminent position as the only 
means to adjust the balance of international transactions. Inspite of 
the abandonment of gold standard in several countries of the world 
the clamour for gold is inCreasing day by day except with the Govern
ment of India. The British Treasury actually buys gold invariably 
every day and it is difficult to understand why the Government of 
India should not follow the model of British Treasury. Hence. 
whatever might have been the gold policy of the· Government 
hitherto. they must at least change it now in view of the proposed 
Resmre Bank of India. We are tOld that the estab1ishment of a 
Reserve Bank of India is a condition precedent to the FederatiOIl. 

~ 
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It apPears from the Budget speech of Sir George Schuster that 
sterling purchases by the Government of £35 millions in excess of 
ordinary requirements will be made the basis for the Reserve Bank. 
ThiS implies that the rupee will be kept linked with sterling. If 
that is really so there can be no greater tragedy. It is impossible to 
cODCeive of a Reserve Bank with the rupee linked to sterling. I mAy 
say that the National Bank of Egypt had to abandon gold standard 
,when Britain abandoned it because it had most of its reserves in 
sterling. There is no certainty when sterling would be stabilised 
and even if it is stabilised ther~ is no guarantee that Britain will not 
agaia abandon gold standard. Therefore, the rupee should not 
remain linked with sterling but should be allowed to find its natural 
level and then should be independently linked with gold and for 
that purpose Government of India shorild acquire gold. 

It is unfortunate that the gold and exchange policy of the 
, Government of India is not in the interests of the country. J n 

Britain the Treasury is buying gold actively rather than allow the 
sterling exchange to improve. They have until now purchased gold 
to the value of £58 million since the beginning of this year, On the 
other hand, the Government of India let go' the opportunity of 

'acquiring gold at their own doors. We only ask the Government 
of India to follow what the British Government are doing in the 
matter of gold and exchange and nothing more. 

Mr. A. D. Shroff (Indian Merchants' Chamber, Bombay): in 
supporting the resolutions said :-

Gentlemen, So much has been said and written on this subject 
that I do not think I shall be repeating the old and familiar argument. 
However, I might point out that the attitude taken up by Ith~ 
Federation last year in opposing the linking of the Rupee has come 
out absolutely true. If you see the figures of foreign trade of India 
for 1931-32, I think they will fully confirm all our apprehensions 
and belie the belief of the Finance Member representing the policy 
of the Government of India that the linking of the rupee to sterling 
is in the best interests of the Indian trade. That the Indian trade 
haS not expanded under the supposed plea that it will give a stable 
foreign value to our currency can well be seen from the fact that 
the exports of India which in 1931 stood at 208 crores inclnding 
gold and silver exports of about 30 crores declined to 250 crores 
inclnding the enormous figure of 77 crores of gold exports. I further 
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th4lk the argument which was advanced by us last year finds ~n." 
firmation from the development of the international situation in the, , 
last few months. We did protest against the linking of the ;rup~ tq 

the sterling amongst others on this ground, that the fate of the I"1iIPlle 
was made to hang on the fate of the pound sterling, I ~m sure ~ 
must have given the Finance Member some a.nxious nights when 
he got the news of the American Government deciding -to put an, 
embargo on the export of gold. Fortunately, the various possibilities, 
which were visualised then have not materialised but if one ceads 
the discussions of these questions in the American J oumaIs a.nd in 
recent newspapers, one does find a suggestion which is quite porteut. 
ous that important interests a.nd fina.ncial authorities in America do 
even now th4lk that it would be to the interest of America to de. 
value the dollar. I would leave it to you, gentlemen, to work out 
all' the consequences to the pound sterling a.nd then to the rupee 
which would follow in the wake of a step of this character if it is 
taken by the American Government. What I want you to realise 
is this, that, after all, the Rupee has no independent existence. 
The fate of your Rupee is entirely linked to the ~ate of the 'pound 
sterling, which is as uncertain as it was in the 18th of September 1931. 
The budget speech of the Honourable the Finance Member has be\:l;1 
very copiously referred to by the proposer a.nd seconder of thll 
Resolution. There is onlY one argument to which I need refer, P4. 
it is more a political argument. tha.n a financial argument. T.be 
Finance Member refuses to comply with our request to put an 
embargo on the exports of our gold, because his political philosophy
translated in terms of actual practice as we have been experiencing 
since the 4th of Ja.nuary 1932-his political philosophy forbids him 
from interfering with the private liberty of individualS. Gentlemen, 
just realise for one second how it ,can lie in the mouth of the Fina.nce 
Member who is an importa.nt part of the present Government of 
India and who is responsible not only for suppressing the ordinary 
liberties of the citizens of this country but whose policy makes im
possible, if I may say so, the very excha.nge of confidences between 
husband and wife under clause 4 of the Emergency Powers Act which 
has become the law of the land. Really if Government can go to 
that length, if he can forbid me from conveying my confidences to 
my wife, you can easily assess the importa.nce that should be attached 
to an argument of this character that because it interferes with the 
private liberty of the individuals, and though the Fina.nce Member 
mll7 be inclined to believe the force of all our arguments, he will 
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not do it because his political philosophy forbids it. Reading between 
the lines of the Finance Member's Budget speech regarding the 
policy of gold exports, somehow or other I have become an optimist. 
In the concluding para on the defence of the gold export policy, 
Sir George Schuster has started with a doubt about his own policy, 
and he does admit that it is not possible to dogmatise on this question 
for all time, and that the time may shortly come when a change 
of policy may be considered. When that change of policy is con
sidered, I am sure even the voice of the Federation will not go 

. in vain. It may tire some people to read day in and day out the 
same arguments urged by commercial people against the ruinous 
policy of the Government, but I am a believer that the British 
character is such that you have to go on dinning the same thing into 
their ears again and again if you have to gain your objective. I have 
nothing more to add. 

Mr. Begraj Gupta (Marwari Chamber of Commerce, Bombay) 
spoke in Hindi. Following is the English version of his speech: 

In past years, the Federation has passed several resolutions 
regarding the policy of the Government in connection with Currency 
and Exchange. The Government have been paying practically no 
heed to the resolutions, passed by the Federation from time to time. 
The much dreaded fear has actually appeared and the things are 
getting worse day by day. 

You all know, Gentlemen, that the rate of interest has gone 
down and the demand for Government securities at appreciated 
prices have gone up. Government represent that these things indi
cate that the country is getting prosperous and that the credit of the 
country is increasing. Gold worth about 125 crores of rupees has left 
the shores of India since September 1931 and the Government hold 
that India has still got in store much larger quantity of the yellow 
metal. The Finance Member reminded the Assembly the other day 
"that though the amounts of gold exported have been very large, 
they are still small in relation to India's gold resources, and that 
India can go on exporting gold until the total quantities have risen 
to three times the amount already exported, and still have more gold 
than the country possessed II years ago." The Finance Member 
assured us of the correctness of the above information which he based 
on the figures of imports and exports of gold. I do not doubt the 
sincerity of the Finance Member, but I have very great doubts as 
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to the reliability of the Conclusions drawn from the statistics which 
can be made to prove anything. 

One thing is clear. Every country is endeavouring to conserve 
by all possible means its gold reserves and also tries to add to it 
as far as possible. In order to achieve this end, every country is 
anxious to secure a favourable balance of trade. That is how a 
country can increase its gold reserves. The competition for a favour
able balance of trade among;;t different countries is so great that 
when a country finds that in ordinary course of affairs it is not possible 
to do so, it depreciates the value of its currency and th)1S secures its 
desired object. 

As an illustration of what I have said above, I refer to the 
currency policy adopted by the British Government, but the same 
Government thinks that quite a reverse policy is in the interest of 
India. I do not claim to be a very close student of world economics, 
but I venture to ask a simple question to the authorities on exchange 
and currency problems as to how certain economic factors which 
work in one way for Britain will work otherwise for India, other 
conditions, of cours.e, remaining the same. Almost all leading 
countries of the world have put restrictions in one shape or the 
other on the export of gold, while we are told that for India the 
adoption of the same policy will be suicid!ll and poSitively against 
her best interest. In India, the fact is that the face value of the 
currency is put 2 ~ times higher than its real instrinsic value. This 
leads to create an unfavourable balance of trade for India, which is 
made to balance by the free and unrestricted outflow of gold from 
the shores of India. 

Incidentally, I may be permitted to refer to the proposed 
Economic Conference. Some people are expecting that as a result of 
this conference, gold will be allowed to move freely and all restric
tions in the way of free movement of gold will be forthwith with
drawn. In my humble opinion, this is not possible in view of policies 
adopted by the European countries and the United States of America. 
It may be otherwise if by some magic wand, the mountains of France 
and America could be turned into gold. 

However, I fan to understood how free movement of gold can 
improve matters so far as it relates to India. Freedom of move
ment of gold does not necessarily m~ that India will import all 
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the gold that has left her shores. If it is intended that India may 
get back her gold, it is essentially necessary that she may secure a 
net favourable balance of trade, after taking into consideration the 
large payments that have to be made for home charges, pensions, 
interest and other invisible imports. I say this position can hardly 
be attained in near future under the existing circumstances. Foreign 
countries successfully compete in Indian markets even in agricultural 
produce, and consequently, it does not appear that Indian agricultural 
produce will command foreign markets to any great extent in future. 
In fact, the one feasible way to secure a favourable balance of trade 
is the export of manufactured articles out of a country. Unfor
tunately our country which is largely made dependant upon foreign 
imports for her necessaries of life, can hardly think of a favourable 
balance of trade, unless the present circumstances uudergo material 
change for which there is no hope. 

What the present policy will lead to and how it will end, no body 
can definitely say. My own view is that if the outflow of gold 
continues from India and reaches the figure in the neighbourhood of 
200 crores, India will become a dry country for gold in th~ economic 
sense of the term. Mere statistical calculatio»s will not help us. 
Some of the gold is depreciated and the remaining balance will not, 
then be worth, coming to be used for industrial and commercial 
purposes. Moreover, Indian Government will have to repay the 
Sterling loans. I do not know how gold will be acquired for this 
purpose. Besides, the proposed Indian Reserve Bank, when 
established, will have a gold standard. How will they find gold is 
not known. Even the gold reserve is not sufficient in proportion to 
the appreciated value of the rupee currency at present. I may be 
wrong in my calculations, but I must say what I feel that I see no 
silver lining in the dark clouds gathering over ·US. 

Our favourable balance of trade has been in the past years 
mainly due to the enormous exports of our agricultural produce. As 
indicated above, this is no longer possible in future. That is the 
worst thing in which our unfortunate country has been placed. It 
is true we have had in the past some quantities of gold and silver 
as a direct consequence of balance of trade, having been in our 
favour. But I am anxious for the future. For an year or so, we can 
send out capital in the form. of gold and thus balance our foreign 
trade, but how shall we manage the affairs after that. And that is 
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not all. It is a matter for serious consideration as to' how India will 
be able to repay her present' obligations in gold. 

Another very great difficulty that will have to be faced is how 
to maintain in those circumstances the 2~ times more value of the 
ntpee than its intrinsic value. Personally I feel that the mere 
restriction of gold will not make the matters all right. The entire 
Government policy in connection with currency and exchange need 
be changed. As a sufficiently 1arge reserve of gold will be absolutely 
necessary for the successful working of the Indian Reserve Bank, 
we submit that steps be taken forthwith by the Government to put 
'an embargo on the export of gold and to buy it in India for strengthen
ing the currency reserve at rates equivalent to the sterling rate of 
gold. 

I feel it necessary to clear a popular mislmderstanding. It is 
impossible to prevent outflow of gold even if we make it a moral 
issue and regard the selling of gold an unpatriotic act and the pur
chasing and conserving of it a patriotic act. Gold is nothing but 
another form of cash money. In other words, gold and rupees are 
exchangeable terms. According ~o our business needs we cannot but 
use this metal. The only possible way to prevent its export is that 
the Government be convinced to put an embargo on gold export and 
buy the same in exchange for new currency. 

I am strongly of opinion that the present policy of the Govern. 
ment will lead India to face the same consequences with which 
England was confronted in 1931. England was a creditor country 
and so it could manage to tide over the difficulties, but how Indis 
would manage under those circumstances with an unfavourable 
balance of trade requires serious consideration. I beg to suggest to 
the Government that" if they really want' to improve matters, they 
should immediately put an embargo on export of gold, try to adopt 
means to secure a favourable balance of trade and make future com
mitments in terms of the rupees. Circumstances warrant that if the 
Indian Government do not pay any heed to our repeated requests, 
India will have to face the similar crisis as England had to do. 
Then Indis will be compelled by the force of circumstances, to 
decrease all of a sudden the value of her c;urrency to a great extent. 
I would request the Government with all the emphasis I have at 
my command that the sooner they realise this fact the better it is 
for all concerned. At present a comparatively small d~ In the 
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appreciated value of currency would largely help in securing a favour
abe balance of trade, otherwise if it is too late it may be necessary to 
make greater sacrifices. And this too will be possible only wben 
the Government forthwith put an embargo on export of gold and 
conserves it, as suggested in the Resolution. 

Mr. S. S. Gangla (Deccan Merchants' Association, Bombay) in 
further supporting the propositions said: 

Mr. President & brother delegates, 

I have great pleasure in supporting this resolution which has 
been moved by Mr. Sarkar and seconded by Mr. C. B. Mehta. 
Experts like Mr. Mehta and Mr. Begraj Gupta have expressed their 
arguments in favour of this Resolution and I do not think there is 
very much left for me to say on the subject. I do not claim to 
be an expert on the subject but we are all agreed that the gold 
embargo is very much overdue, it ought to have been proclaimed at 
the very beginning in September I931. If it was only a question of 
covering the shortage of gold reserves with the Bank of England 
which was only [,30 millions, the British Government could have 
openly appealed to India for necessary help, which would have been 
gladly rendered without such further unnecessary and avoidable loss 
to us. If England accepted the wise policy of treating India on an 
equal and equitable basis, we will not, on our part, grudge to come 
to her help on such occasions. Things can be settled amicably and 
in the mutual interests of both the countries. But what do we find 
as the actual result? We have been made to suffer a loss of gold 
to the extent of over Rs. I29 crores or [,90 millions, while the Bank 
of England has been able to raise its gold reserve by only M7 
millions (Bank of England's reserves at present stand at [,I7,70,OO,ooo) 
i.e. only by one half and this too very recently. England has suffered 
all the tremendous losses, consequent on going off gold standard and 
has dragged India along with her in this process by linking the two 
currencies together. We have suffered in this process far more, as 
we are not in a position to control international markets and stand 
no comparison in this respect with England which has continued 
to be the master of the world economic situation hitherto. Even 
accepting that between the two countries England has the upper 
hand-the whip hand, one fails to see any wisdom in following such 
a policy ruinous to the interests of both. 

Had India been required to support England to tide over the 
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crisis and to obviate the necessity tq go off gold standard, we should' 
have at least had the satisfaction of having helped the Ruling country. 
Besides that would not have put India to 'such serious losses which 
continue to augment and the termination of which is not yet in sight. 

You will see therefore that India has been made and continues 
to be used not only to support the requirements of the British Govern
ment as such, not only the int~rest and requirements of the' whole 
British commercial community but practically to sUbserve the 
economic interests of both Europe and America; and the saddest 
part of the whole" business is that this is being done in a manner 
which nobody is sure, is actually helping the world to economic 
recovery to any appreciable extent. 

Therefore, brother delegates, we are all agreed that' the attitude 
of Government in this matter, I mean their indifference is thoroughly 
unjustifiable. It is neither in the interests of India nor justifiable on 
the plausible ground of bare necesSity to save the economic crisis in 
England. How long and to what extent is this drain to continue? 
The Hon'ble the Finance Member does not seem to regret the situa
tion. In fact one is pained to find that he goes to the other extreme 
and not only justifies the present drain which in itself has reached 
the huge sum of Rs. 120 crores but says that Indis can very well 
stand a further drain of an equal or even of a greater amount. Such 
sentiments can only be expressed by an irremoveable Finance 
Member. 

Government have now declared that they are anxious to bring 
into existance a Reserve Bank of Indis as early as possible, at least 
before the inauguration of the Federal Constitution. Gold reserves 
have therefore necessarily to be developed and the present drain must 
be put a stop to. 

Mr. President, I do not think it is necessary for me to say more, 
with these few words I support; the motion moved by Mr. Sarker. 

Mr. Mohanlal A. Parikh (Bombay Shroff Association) said: 

Mr. President and Brother Delegates:-I have great pleasure in 
further supporting this resolution., 

Sir, in this resolution. we are reiterating our demand which we 
made last year when gold exports stood at Rs. SS crores but since 

6 
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tl:!.!lB' the; gold. drain has reached the stupendous figure of Rs. 12~ 
cr~r~, sip,ce; September 1931. The situation thus has. become m,or.,. 
p~us, I!Jld endangering to the very economic fabric of the countr)l. 
Th~ wl).olll problem has therefore t~ be seriously cousidere;d both, 
from the standpoint of the economic interests and monetary require
ments of the country. 

Sir, the phenomenon of gold exodus on a large scale has com
ml:Dced since the abandonment of the Gold Standard by Britain and 
linking of the rupee to the depreciated sterling. The Commer<:ia1 
Community has from the very start directed the attention of the 
Government to the resultant grave damage to the economic interests, 
of the country from the continuous efflux of gold and as well pres.'Ied 
upon them to levy an embargo on its exports. But the Government 
have not considered it a wise proposition and seem even elated at 
tho! inCl'easing pace of its outflow. Sir George Schuster says that 
~dilln gold exports represent frozen hoards and their release furuz
tioll!i< to the benefit of the international trade and helps India to 
maintain the consumption of the standard necessities of life. I ask, 
Sir, whethetr it is a wise policy for any country to live upon hell 
capital: resources. The exports of gold are a visible index of the 
unliavourable balance of trade in merchandise and of the deteriorating 
ec:oROmiC' condition of the country. India as a debtor country 
normally, requires a favourable "alance of trade in merchandise. at 
le&l\b to, the extent of Rs. 50 crores to meet the home charges of 
Rs. 40 crores and of Rs. 10 crores for adjustment of payments. olt, 
private accounts. India used to enjoy a normal favourable balance 
of'trade in merchandise between Rs. 70 and 80 crores. Even in the 
year 1930 the favourable balance of trade in merchandise was 
Rs. 73.77 crores but it shrunk to Rs. 34,66 crores in 19.11 and to 
Rs. 5 crores in 1932 which in 1933 is progressively going against India. 
This clearly demonstrates that India is paying for her imports in 
gold and not in merchandise. It is therefore to be seriously con
sidered whether imports should be continuously, met by payments in 
gold for an agricultural country like India. 

When exports of gold are against the interests of India, the 
question· arises, why Government do not levy a ban on exports. 
Government declare that if exports of gold are prohibited imports 
will decrease and the customs revenue will heavily drop. It means 
that the economic interests of the whole country should be sacrificed 
to keep up the customs revenue. If there is a fall in I;Ustom reVenue 
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Cova-nment should carry out retrenchment and economy to that 
extent. But this is not the real reasop. Th~ reason is quite different. 
As shown above. a favourable balance of trade in merchandise to 
the extent of Rs. so crores is necessary to keep an even balal1ce. 
But as the balance of trade in merchandise is adverse. it 'is the 
exports of gold that enable Government to obtain sterling l'eInittllnce 
for home charges and help the maintenance of the rupee sterling, 
exchange. and further give IIUIterial assistance to the value of sterl
mg. This clearly shows in whose interests exports of gold 'aYe 
allowed to continue. Government have frittered away a 'large part 
of their gold anel silver reserves for the maintenance of 18t! gold rat'io 
and now they are dissipatirig the gold reserves of the country to' 
maintain the 18t! sterling exchange. 

I now come to the second part of the resolution which asks 
Government to conserve the, gold resources of the country by buying 
gold at the ruling market rates. 'This method will give the private 
individual the benefit 9f the higher price of gold and at the same 
time en!lble Government to secure reserves of gold which are so 
vitally necessary for the establishment of a Reserve Bank for India. 
But Government refuse to buy gold on the plea that the purchases of 
gold involve certain amount of risk and therefore in their etead, 
they are IIUIking accumulatJons of sterling. Sir. all the countries 
which have gone 'oil the gold standard including Great Britain 1Iore 

buying gold inspite of the risk involved. The Bank of England has 
acquired gold to the value of !76.a86.354 and its gold backillg which 
stood at !lao.746.477 in 1931 ,stands at present to b77.400.eoo. 
Even America a short while ago put an embargo OIl gold. when he.: 
interests so demanded. It is therefore very strange that the Govern. 
ment of India alone should refuse to buy gold. It is • diliereDt 
thing to buy sterling and to buy gold. The service which gold 
C8Il give ClUUlot be rendered by sterling. The acq1Hsitien of gold 
proved of utmost value to Great Britain in the payment of the Wac 
Debt instalment of 19 million due to the U. S. A. on nece.ber astil_ 
Through this agency. the debt was discharged without upsetting the 
ezchange whereas payment in any form would have greatly <disturbed 
the mechanism of world uchange and intematiooal trade. Not ...ty 
from this standpoint but also from the standpoint of ~imnents of 
the projected Reserve Bank. which is a conditioa precedent tG the 
iIltroduction of F~eral ConstitutiOllthat the Government shduld 
maI.., purchase of gold. It is high time that Go?emmeat should 
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look to the economic intereSt of the country and make tlse of this 
golden opportunity to buy gold and leave the rupee to find its 
own level. With these words, Sir, I support these resolutions. 

Mr. K. Santanam (Indian Life A'ISuran~e Offices Association) : 
Sir, I gave notice of an amendment, and you were pleased to remark 
that the convention of this Federation was that no amendmen~ could 
be moved on. the floor of the House. I looked into the rules and 
bye-laws, Sir, and I think we accepted some amendments to some 
resolutions before. Referring to bye-law 7 (b), there is no provision 
in the rules and regulations and the bye-laws for any amendments to 
be moved at all ..... 

President: Mr. Santanam, I thought you agreed that what you 
wanted' to bring in could be brought in while you support the 
resolution. There is now no use of your going back on the question 
of procedure. Why not speak on the particular point and develop 
that particular point of yours? 

Mr. K. Santanam: You will see that my amendment is not 
an obstructive amendment at all. My "";endment is only 'by way 
of an addition to this resolution saying that the FederatiOn appeals 
to the brokers in gold to desist from furthering the exports of the 
accumulated reserves of gold which exports are ruinous to the 
countiy. What I want to say is this. We pass Resolutions here in 
this Federation. We ask the Government to take a certain course 
of action. I am quite in agreement with you that what you have 
said in the resolution is quite right. I have not the slightest 
difference of opinion on that point, but please consider whether it 
is any use appealing to a Government which is not sympatheti.: 
towards the aspirations or the real interests of Indians and which 
does not concern itself with the matter whether this thing is in your 
interests or not. When the Government takes up that attitude, 
what are you going to do? Are you going to sit with folded hands 
and sit helpless? Should you not at the same time consider whether 
there is any other alternative by which you can in some way mitigate 

" your own difficulties. My appeal is only this that this Federation, 
being a representative body of businesS men in the country, ought 
to give the lead by making an appeal to all those who are engaged 
in firms buying gold for the purpose of export and to brokers to, 
as far as lies in their power, desist from doing any such transaction 
so that the outflow of gold from India might' be miniinised. I am 



( 45 

not quite aware of how these transactions are carried on in Bombay. 
r frankly admit my ignorance. But considering that the Cotton 
Brokers Association in Bombay took a certain action by which they 
were able to put all these firms to very great difficulties and to suspend. 
operations, I do not know if it is impossible for brokers and firms : 
dealing with the buying and purchase of gold to take some such . 
action in mitigation of the present position. I confess my ignorance, 
as I have said, of the actual I.'rocesses, but as a layman it seems to 
me it is not at all impossible. It may not be possible for you to stop 
the export of gold. I quite admit that, but you will certainly 
minimise the evil very much. Now I wanted to put it merely as an 
addition to this clause. Meanwhile I say we muSt ask the people to 
take some voluntary action and it is for that purpose that I put that 
.resolution in the form of an amendment. The question arises 
whether you can consider the amendment and I would very much 
like that this thing should be a!1ded and there is no harm. It would 
not in any way detract from the prestige of this Federation or useful
ness of this Federation. So, Sir, if you do not want me to raise this 
point of order, I ani perfectly willing not to do so, but I would 
personally very much like that it should be added as an amendment; 
and if it can be considered as an amendment, I wo;Ud certainly be 
happy if the House would accept it. 

President: These two resolutions on Gold and Currency have 
now been discussed very fully. I sha1l now put them to the vote 
of the House. 

A Delegate: Before we are asked to vote, I ask that the point 
of order of Mr. Santanam be considered. 

President: Mr. Santanam made it clear that he agreed with 
me and he was satisfied with that. 

Mr. Santanam: You asked me, Sir, not to raise this point of 
order whether an amendment can be moved and I said I was quite 
willing to bow to your wishes but if any such action is construed as 
estab1ishing the fac~ that no amendments can be moved then I would 
certainly ask for your ruling on this point. 

President: We have discussed it very fu1ly for nearly an hour 
and ten minutes, and I would DOW put these two resolutions to vote. 

The resolutions were carried unanimously. 
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Mr_ R. ,K,Sidhwa : I _derstand ,the ballot papers for election 
·of Olifice·Bearers will be issued between S anCil 5 this aftemoon. 
J: 'WonlCil request that this shoull!- be adjourned tfl1 'l:QtIlorrow, Some 
'Of us arrived here only this morning anel we would 'like to discuss 
Qmongst ourselves 'the question of the election. 

President: The result of the election' has to be annou:nced to
morrow. This has been the practice. It is ,not therefore possible to 
defer it tomorrow .. 

'The Fecleration then adjourned for Lunch till 2-45 P.M. 



SATtlRDAY, 'S:rll APRn., '933. 

The AAnual &=;sion. ~e-assemble4 after lunch. at ~.-4.s, ~.J4.,. thll 
l'resident,. MI'. WaU:hand IUra~hand occu~y41g tb.II Chair .. 

Pltesident : Resolution No. 5 on Silver is to be moved from the 
Chair. 

SILVER. 

"The Federatio": fCllI"e~ tbM the ~eOlJD.eJlt vI. India. u..Qalcl . 
continue thllir policy of .i1v~ tale .•. ia .• pite of C:OIl~ 1!J'QleJq, 
from. the. puhUc:, The Federation. it 01 opiaion. tb.l .inee tbIt . 
fClcommendati«lm. of the Hilton"YolUI& Repcut ~ not. 1tA"
o~t;' .. , GovernDIIIUI: Ihould .• t«l" ~~ talM 0.1. UlvlII:~' 

The resolution was carrie4 unanimously. 

Pr~!lident : I ~ll upou· Sir Furshotamdas 'l'hakurdllS to: IIlO~e
u... ne;¢ resolution. 

Sir Purshotamdas Thakurdas (Indian Merclumts~ Chamber" 
Bombay): Sir, I beg. to move the Resolution which is NQ. 6 011 the 
ag~dJ: 

''The Federation o. Indiim Cbamben of Commerce an" 
IndUiby .trongly protutl at the decilion of the Government of' 
India in partially .... toring the cut in the l8lariu 0' Government 
....... tI, in view of the cribi:al economic .ituation in the coantr7. 
without fint gWDig any reli., to the tax-paJV." 

Sir, the· subiec\l matter of this Resolution is one over which. o~ 
took some consotatiOJt this ~ last )lear when the GovemllWlJ; oil 
India had IIractic:ally for thl: fits\ time· in the hist.oly. Qt Gov8I;Il1lWl1l 
llaken the iDitUIt:We in making a cut ia the setan. ali Government. 
serwnta in· orW \0 meet whet was NCOgnised 118 an emergency· which. 
developed. in this country about SeptMmbelt-October, 1931, Th_ 
IIlso th. Gol/elllDl.ent of Ind.ia.luuI. not lakeD. an initiati.w withouli aw, 

_ p~ in other countDes.. A!limilal' step WIll> tabu. ia EnglaJuf, 
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before the Government of India took that step here. A similar step 
has been taken in other countries much nearer India than England. 
And what we felt was that after all even in an emergency the Govern
ment could rise to the occasion, even though partiaily, and take the 
right step. The regret of the Indian mercantile community, and 
if I may say so, of the tax-payer in India when the Budget was 
presented was that that step which was taken by the Government 
of India was not allowed to continue as long as it has been allowed 
to continue in other countries, and the Government of India appeared 
to be in a hurry to make amends for it at the first and earliest oppor
tunity. It is now a matter known to all of us in tqe fullest detail 
how the Government of India had reduced that cut of 10 per cent 
to 5 per cent and the Budget speech of the Honourable the Finance 
Member d ... als with that in a few paragraphs which I will take notice 

,- of even ,though summarily. Beginning with paragraph 68 the 
Finance Member goes on in about 6 or 7 paragraphs to deal with the 
reasons why he was ;"'oved to restore a part of the cut and justifying 
that restoration. The figures that are given by him are that any 
reduction in the cut for the next year only effects II months' pay, 
and then he gives the figures. To reduce the cut in pay to one-half 
for II .months means on the civil side 55~ lakhs of rupees and on 
the army side 52~ lakhs. The total cost is 108 lakhs. Then he 
points out how roping these people in for income-tax, or rather their 
~xemption from the income-tax being excluded, will bring in to the 
State 53 lakhs, leaving a net figure of 55 lakhs which is, if I may 
say so, in literal words being thrown away avoidably by the Govern
ment of India during the current year. I wish to point out that 
while he reduces this figure of 55 lakhs, the Finance Member here 
has overlooked that this step of the Central Government would be 
taken as,-indeed it has been taken as,-a jait accompli by the 
Provincial Governments and that the total cost to the tax-payer in 
India is not merely 55 lakhs which he has referred to in his Budget 
but the corresponding increase in all the Provincial Governments who 
necessarily follow the Government of India in this matter. Unfor
tunately I have not been able to get at the figures of the various 

, Provincial Government Budgets, but I should not be surprised if at 
a very modest computation it costs the tax-payer in India anything 
up to a crore and a half and even two crores of rupees. We in this 
Federation, Sir, deal not only with the Central Government 
nor is it that we are merely affected by what the Central Government 
do. The commercial community of India is affected by what all the 
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Provincial Governments do, and although we criticise and take 
notice of the actions and the inactions of the Central Government 
most, it is becauSe the most vital items are with the Central Govern
ment, but it does not mean that what happens in the provinces does 
not affect the commercial community or the masses of India at large. 
r only want to point out that the figure, of 55 lakhs given by the, 
Finance Member in his speech is only a part and perhaps the smaller 
part of the total loss which is Ilvoidably being inflicted on the tax
payer of India at a time when the Government have admitted,
indeed the Finance Member himself admits in his speech,-at a time 
when the tax-payer is overburdened with taxation. Sir, the Finance 
Member in his speech this year justifies the restoration by quoting 
from his previous speeches. He says : 

lilt was essentially to make this purpose clear and I therefore stated 
as one of the main ("onditions that the cut, n 

and this is a quotation from his previous speech,-

flshould be of a temporary nature and not extended beyond the need of 
the present exceptional emergency. This decision is in the need 
for a common sacrifice in a national emergency. U 

The Finance Member then admitted that it was a national emergency 
which had ,arisen and the nlltional emergency required that there 
should be a common sacrifice by all concerned. The Government 
servants were to sacrifice 10 per cent of their pay; the tax-payer 
was to pay more than he could justifiably afford. And what has 
happened? The tax-payer is asked to carry an extraordinary burden. 
The services have found the best friends in the Government and 
in the Finance Member who is the watch-dog of the tax-payer, and 
the Finance Member, I am sorry to say, seeks to justify 'that step. 

No\'\( he further goes on to quote: 

"Further. in summing up the position I again said: 'It must be clearly 
explained that there is DO intention that that should remain operative 
beyond Man:h 3'. '933. They will not be continued beyond that 
date' and I want you, Sift to mark the words. 'without further 
eunlinanon of economic conditions'. It 

I venture to ask, has the Fiilanoe Member had that examination 
'of the economic: conditions in India made? Did he find that the 
cost of living had gone' down since a year back? Did he find that 
if the same c:ut of 10 per cent was continued it would work a hardship 
on the Government servants? I have been asking one friend who 

7 
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is a very active member in the Assembly whether any such justifica
tion was shown in the course of discussion in the Assembly, lind 
I am told that no such case had been made out. 

But I wish, Sir, to quote the Finance Member's own figures as 
given in this same Budge.t speech where he has pointed that as com
pared with 1932 and the average of 10 years ending 1930, the values 
of important raw materials of India have gone down by figures which 
really make the depression in the commerce and trade of India a 
household word on the lip of everybody. I need only quote figures 
to show how unjustifiable this restoration is. Cotton went down in 
value by 23 per cent, hides by 56 per cent, jute and raw materiala in 
jute by, 43 per cent, tea 62 per cent, ground-nuts 72 per cent and 
rice 46 per cent. 

The staple crops of India have gone down in values in 1932 from 
the average of the previous ten years by anything between 30 to So 
per cent. I know that these staple crops and their values alone do 
not make up the cost of living of any individual. But I would like 
to meet the man who has the daring to say that the cost price of 
living in 1933 March has been higher than it was in 1932 March ; 
anI! if that cannot be contested, then I submit that the Finance 
Member has, for reasons which he does not show in his argument, 
shown a definite partiality to the one class in India which has security 
of employment !lnd which certainly is not underpaid-I will not say 
anything more. Some may think they are grossly overpaid, but it 
cannot be gainsaid that they are certainly not underpaid; and to 
restore the five per cent cut is to my mind to give the tax-payer in 
India a definite and unmistakeable impression that the Government 
is first for their servants and 'next, to look after the interests of the 
tax-payer. Later on the Finance Member says, again quoting from 
his previous speech : 

"Relief most come first in restoring the emergen"y cuts in pay and 
secondly in taking off the surcharge on the income-tax now to be 
imposed.1I 

It is very funny that every time when a question of this nature 
comes up the Finance Member thinks it necessary to draw a red 
herring across the trail. He talks about reducing income-tax, as if 
he was prepared to reduce the other taxation in preference to the 
income-tax before restoring the cut in the pay of the govenunent 



ser\'enta. I have notice 'that during the last few years the ~lruuice 
. Member has condescended ·and has thought it worth his while, and 

has not thought it below his dignity, to bring up this CJ.uestion of 
Income-tax at every convenient stage in the Assembly Debates, end 
tried to eclipse (cloud -1) "the issue. Was the Finance Member pre
pared to reduce the other taxation before touching the income-tax? 
Surely neither this federation nor any public institution in India that 
I know of has insisted that the first relief should come to the income
tax payer. Let him give the relief first to whatever affects the 
filasses most; and to my mind it is a method which is highly to be 
regretted coming fl:om B person so securely seated as the Finallce 
Member of India, when he tries to just eC4pse the issue and prejudice 
the minds of at least some in the Assembly by raising sofile issue 
which is not the only issue which is before the Assembly at a june-, 
ture of this nature. It strikes me that in the course of the latter 
part of his speecl~ dealing with this, the Finance Member throws out 
another broad hint, which he may usefully quote for himself next 
year, when he says the following: 

"What we hope is that conditions will 80 improve during the next year 
that it may be possible not merely to avoid retracing the step now 
taken but to take the furtber step of restoring full pay and after 
that-(after restoring full paYl-making a start in reducing the 
burdens of taxation. Beyond an expression of sucb a hope it would 
he rash to go." 

The to'inance Member here definitely says that the intention of 
the Government is to restore the full ten per cent before thinking of 
reducing the extraordinary taxation which he put up in September 
1931. I t>ersona1ly think that these are indications of the Government 
of India having come practically to the end of their tether. Where 
he started off by saying common sacrifice to meet a national emer
gency, he ends now by saying restoring of the full ten per cent cut 
before reducing taxation. U I may say so, the Finance Member 
contradicts himself, and it is our purpose to point out that no such 
special pleading will go down the throats of anybody, in India, least 
of all of the hard·headed men who compose this Federation. I feel 
very strongly that whilst each onE: of us, merchants, industrialists or 
anybody interested in the commerce of India, is very solicitous of 
the welfare of his own staff that he employs and the Finance Member 
may be controlling the destinies of 5,000 hands, each one of the 
members of this Federation either controls the destiny of one, or two, 
or ten or twenty men, we cannot be so hard-headed-we cannot be 



52 

accused of being hard-headed, to the extent of saying "Let your staff 
f~ish, we must have the cut." It is our conviction that at this 
juncture the government servant, wbether in the central or in the 
provincial governments is better off than the average man in the 
country belonging to the commercial community or to the masses ; 
and it is unfair of the government to restore this cut and try and 
make out to us that they are only doing justice. I am convinced 
that the Finance Member has been most anxious to show to the 
Government servants that he is sohcitous of their welfare first and 
that the taxpayer will take care of himself afterwards. I do not 
think I need take up more of the time of the House. The question 
may be asked-and I do not propose to take longer, but I hope you 
will allow me, Sir, to make my observations for a couple of minutes 
more "it is aU very fine to say, do not restore the cut or if you 
restore the cut give us some remission in taxation: but how is that 
to be done?" That, Sir, is not a new question at all. At any rate 
it is not a new question for answer in this House, and before this 
audience. It is my firm conviction and it has been reinforced the 
more I have'seen and the more I have studied the Government of 
India finance, that as long as the military department is the special 
solicitude of the Government of India, under instructions from 
London, the taxpayer of India will always have to go to the wall. 
A substantial reduction in the military expediture of the Government 
of India is not only our due but is overdue to us, and the longer the 
Government 'of India sit on this heavy expenditure without showing 
the slightest sense of doing justice to India, the more we will be 
convinced that while the talk of disarmament in Europe is going on, 
as far as India is concerned, India is the milch cow of the British 
Empire. (Applause). 

*Mr. B. Das (Behar and Orissa Chamber of Commerce): Sir, 
I rise to second the resolution which my friend Sir Purshotamdas 
Thakurdas has moved so ably. The attitude of the Finance Member 
at present is to introduce two safeguards, one to protect the services 
so that if power is transferred to the people, the people cannot reduce 
the salary of the services; and the second point is the Finance 
Member has all along been concerned that the Government that would 
succeed the present Finance Member will have ample resources at 
their command, so that they will not have to put fresh taxation. 

• Speech Dot corrected. 



· ( 53 ) 

When the Finance :Member introduced his emergency taxation pro
posals in 1931 he gave an assurance to the lIouse that the salary cUt 
should be restored simultaneously with the abolition of all surcharges, 
particularly tile surcharge on income-tax. He had to make this 
apologetic speech in his budget speech and subsequently he 
gave the Assembly to understand that he is more than 
concerned with the security of the services as, is evident from 
the White Paper that came out subsequently'; and also he is more 
concerned about the security' of the Finance Minister of the popular 
government than the reduction of taxation under whlch the taxpayers 
are groaning at present. I entirely endorse what has fallen on behalf 
of the commercial community from my friend Sir Purshotamdas 
Tha\rurdas. I do hope not ouly this Federation but the public at 
large will endorse the Congress view point that the salaries of 
government officials should be brought down as low as possible. 
Unless those who are going to London press this point there, there 
is no chance of the present Finance Member or the future Finance 
Member ever reducing the taxation tmder which the. taJ..-payers are 
now groaning. With the low level of prices of foodstuffs and com
modities it, was expected that the Lee concessions would \'anish. 
Instead of that, if we understand the attitude of mind of this Govern
ment of India and also of their masters, we find that they want to 
safeguard the interests of the services in the present scale of salaries 
and allowances that they are getting undex the present constitution; 
and I do hope the Federation whethex now or subsequently, would 
record a strong protest in London and in India that the Lee conces
sions should be abolished and the salaries, if a new constitution comes, 
of present incumbents also should be reduced. With these words 
I second the resolution. 

President: Before I put the resolution to the House a slight' 
change in lite wording has been suggested: as changed it will read 
as follows: 

"In view of the preaent critical eco_mic aituation in the 
country, the Federation of Indian Cbambera of Commerce and 
Industry ,trongly proteeb at the deciaion of the Govemment of 
India in partially reatoring the eat in the aaIariea of Goftl'lllDellt 
aervanb withont fint IPvinIr any relief to the taK-payer." 

This slight alteration has been accepted, by Sir Purshotamdas 
Tha\rurdas. 
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The Resolution was put and carried unanimously. 

President: Before we go to the resolution NO.7, relating. to 
income-tax the ballot papers will be distributed. 

Mr. A. D. Shroff: Sir, I just wanted to ask for information 
on one point. The agenda says "the ballot papers for election of 
office-bearers will be issued to representatives on Saturday the 15th 
April between the hours of three and five P.M." May I know when 
they are to be returned? I shall make my point more explicit in 
order that you can give an explicit answer. I am not going to make 
a speech. You will remember that last time also this question was 
raised and it particularly arose out of the remark made by one of 
the members of the committee .that if the committee did not enjoy 
the confidence of the House it was open to the House to dislodge 
the committee. I say, is it fair to the House that you should ask 
the House to give you another year of life as an indication of their 
complete confidence in the committee, without first having an 
opportunity of dealing with the fourth item on the agenda, namely, 
the adoption of the Annual Report and Statement of Accounts, 
where you will be good enough to give us an account of your steward
ship for the last twelve months. And as your constituents we will 
be in a position to appreciate and put a true value' upon your labours 
during the past 12 months. It is not a correct procedure to call 
upon us to vote in the matter of electing members to the executive 
committee without first giving us an opportunity to know what the 
committee has done during the past months. We will simply be 
doing sheer injustice ill voting doWII some members and placillg some 
members at the top and give them a vote. So please do 1I0t put 
us in that awkward position. There is another reason which I would 
adduce in favour of postponing the consideration of item NO.5, and 
it is this. Most of us came to Delhi only last night at 10 o'clock. 

A Member: Several came only this morning. 

Mr. Shroff. We have not had even a chance to make friends or 
even acquaintance with most of the people who have gathered here. 
We have all come from long distances. I am only making a sugges
tion to which you might give your considered reply. My point is 
whether it is not fair and proper to the whole House that the whole 
House should be given an opportunity to meet after the closing of 
today's work, have all exchange of views and then hold your elections 
tomorrow. I cannot understand your remark which you made just 
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before we retired for lunch that it is a ma~ of convention. 
Conventions are there so long as they are in ~ecordance with the 
spirit of the times and conventions can be easily broken and cha!1ged. 
as soon as they are found to conflict with the spirit of the times. 
Here are good and sufficient reasons for which you can postpone the 
elections for a day. We certainly want to know our own men before 
we elect them to the committe.e. I hope. Sir. these considerations 
will induce you to accept my suggestion to postpone the holding 
of the elections till tomorrow. 

President: I understand that in most of the commercial bodies 
elections take place before the annual meeting. 

Mr. R. K. Sidhwa: No. No. not before. 

Mr. Shroff: In Chambers it is a different matter. if you will 
allow me to point out. 

President: I might point out that the report has been before 
the delegates for some time now. As regards the second point. it is 
not expected. Dor has it been so in the past that the same committee 
has been elected. If you will see the ballot papers you will observe 
that for I2 seats there are 34 names before us. In every committee 
I think ..... I am speaking from memory • .:.-.there has been 33 to 40% 
changes. The agenda paper and the procedure to be followed has 
been before you for the las\: 14 days. If any change was desired 
by member-bodies or their representatives. they had ample time aud 
they had ample opportunities to suggest such changes. I do Dot see 
therefore why there should be a change in the procedure. We will 
therefore proceed to. distribute the ballot papers which will be 
returnable \lefore S P.I[. 

Mr. H. P. Bagaria: Last year it was made a question of 
confidence. 

Mr. R. K. Sidhwa: I rise to a point of order. Sir. The agenda 
circulated to the Dlembers distinctly stated that the election of Office
Bearers would be taken after 4 times on the agenda bed been disposed 
of. and under the rules and under the convention. either of this 
federation or any other bodies. I mean corporate bodies, the agenda 

is to be taken seriatim. one by one, and I cannot understand how 
you C8Il take the election question before _ item No. I has been 
disposed of completely. You haw not stated IIJIYWhve thBt the 



ballot papers will be returnable when. Therefore the suggestion 
made by Mr. Shroff is a very good one. Surely, you cannot compel Ill; 
to deliver the ballot paper between 3 and s. I would therefore appeal, 
to you to take the sense of the House before you proceed further. 

President: Item No. 5 only means that the result of the elec
tions will be announced after the preliminary work with regard to 
item p is disposed of on the first day between 3 and 5 P.M. When 
the ballot papers are issued to you, they will be returnable by 5 or' 
before s . .... 

Mr. H. P. Bagaria: I remember last year,. Sir, when we were 
discussing the political question, the election of the committee was 
made a question of confidence. We were told tbat we knew the 
views of certain members of the committee and if that did not meet' 
with our approval we had no business to elect them. 

President: If I may correct you, I do not think, if my memory . 
", serVe me correctly, tbat this was said in connection with the elections. 

Secondly; if any particular member made that statement and he 
happened to be a member of the committee, that cannot be taken 
as the view of the committee. I am doubtful as regards the correct
ness of your statement as to what was said in this connection. 

Mr. A. D. Shroff: You have not yet stated, sir, as to when 
the ballot papers should be returned. 

President: Before 5 P.lII. 

Mr. A. D. Shroff: I will point out to you one result of tbat 
if you want the papers back by 5 P.M. Some of us will have to leave 
these de1ibefations and work for elections. If that is your wish, you 
may tell us so. We will be entitled to do so, but it is not fair to 
your constituents to ask them to vote for members whom they do 
not know yet. 

Pandit Santanam: I.was merely going to ask you as to whether 
it would not be better as a matter of convenience to postpone the 
elections .for this reason. There are several resolutions that are going 
to be proposed and it may be that some Resolutions might be 
proposed and carried in this Federation to which some of the members 
elected to the committee might be opposed. An executive body 
has to carry out whatever resolutions that are proposed by the 
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Federatio~. If you 'elect them first,' and then if you pass certain 
Resolutions which are not ac~epm:ble to some of the members, ~ere 
'MU be no option left to them but to resign later. " , 
,.t .. 

, MI: V. K. Chetty: Is there any harm if the elections are helci
'o~e~ till tomorrow? ' , . .. 

President: As regards Mr, Shroff's difficulty about workirig for 
~e elections as he put it, I do 'not mind postponing the work of the 
'~olise for about half an hour . We will issue the ballot papers and 
~e will adjourn at 4-30 and combine it with tea and reassemble again, 
:at:5. That will give reasonable time to MI, Shroff, 
.' ..... \ ' . 
. ""Therefore the ballot papers' will be issued now. Thll House 
. ~ilt tell'ourn from 4-30 to 5, The ballot papers will be returnable ' 

·lIlli 5 • .... 
~. ·'Mr. H. P. Bagaria: Sir, I respectfully suggest that you cannot 
. do so without the consent of the House. 

Mr. R. K. Sidhwa: I thank you for the concession y;'~ hav~ 
given, but I want to point. out that there are 37 candidates on the. 
list, and half an hour will not be sufficient for us to exchange our ; 
views. It is therefore only fair that you should give us at least . 
3 to 4 hours. Therefore, I entirely support the suggestion made by 
MI. Shroff that we should postpone the elections till tomorrow. 

President: I think, Mr. Sidhwa, I have tried to solve all your 
difficulties as far as possible. As soon as MI. Shroff suggested that 
members should have some time, I thought it was a reasonable 
difficulty and I met it. Let us therefore now proceed with the .work. 

Mr. H. P. Bagaria.: I think you have not met the difficulty. 
pointed out by Pandit Santanam. Some of the members of the 
EXecutive Committee might not find it convenient to carry out the 
policy underlying some of the resolutions passed by us. That is a 
very vital consideration. 

A Member: MI. Shanmukham Chetty was a member of the 
committee. .He could not carry out the policy underlying some of 
the resolutions passed by us and he resigned. 

Mr. A. D. Shroff: It is only fair to the Heuse that as the 

8 
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matter has become somewhat controversial, you should ascertain the 
sense of the House before you proceed further. 

Mr. R. K. Sidhwa: I think it is only fair that you shquld take 
the sense of the House. 

Mr. H. P. Bagaria: . As pointed out by Pandit Santanam, our 
difficulty in taking part in the elections in this: We may lay down 
certain policy which the members elected might find it difficult to 
carry out, and therefore we cannot cast our votes today. 

Mr. G. D. Bida: May I intervene for a moment, Sir. Mr. 
Bagaria is evidently referring to the remarks which I made last 
time. Mr. Bagaria by this time knows what are the views of the' 
members of the Committee. He may also know the views of the 
different members who have attended this conference. Therefore, 
I feel that he will not find it difficult as to whom he should elect or 
whom he should reject. I really do not know what his difficulty is. 

Mr. H. P. Bagaria: We have not yet finished the business of 
the House. We have still to pass a certain number of resolutions. 
We may lay down any policy we like, but the members elected to 
the committee will not be able to carry it out if they are not in agree
ment with the views contained in those resolutions. 

Mr. G. D. Bida: This agenda, so far as I could see from the 
printed agenda, is issued on the 25th of March, and we have not 
received any suggestions from any member-body as to whether the 
election should not be held on the 15th.. In fact, it was made quite 
clear that the ballot papers would be distributed between 3 and 5, 
and this has been the precedent all along. In spite of that, no 
member-body objected or suggested that the election should be post
poned. Under these circumstances, it is unfair that the proceedings 
of this conference should be held up, because some of us feel that 
we should elect the members after certain resolutions are passed. 
I can assure you that if we pass certain resolutions which we find 
we are not in a position to carry out and if we happen to be elected, 
I at least would resign if I find that I cannot carry out the intentions 
of the resolutions. You need not worry about it. 

Mr. H. P. Bagaria: We do not want to create that situation. 

Mr. G. D. Birla: The agenda is before you. It has been before 
the member-bodies for some·time now. No one took any objection 
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all this time, and suddenly at tIieeleventh hour, if certain objectioDS 
are raised, it is unfair. 

Mr. R. K. Sidhwa: I may point out that it is mentioned 
here that the election will take place today, and that the ballot papers 
will be issued today. . . . 

Mr. A. D. Shroff: Will you not be good enough to take the 
sense of the House on this subject which, some of us consider, has 
assumed a very controversial aspect ? 

Mr. H. P. Bagaria: What is the harm in postponing the elec
tions till tomorrow? 

Mr. B. Das: Mr. President, I think my friends Messrs. Shroff 
and Bagaria know every member 'who is present here. I do not know 
why they are shouting as if they do not know the procedure. Both. 
these gentlemen know each and every member whose name has been 

, pt;oposed to this committee. 

Mr. H. P. Bagaria: We have not yet finished the business. 

Mr. B. Das: Every year this has been $e practice. 

Mr. H. P. Bagaria: Only last year this question arose. 

Mr. B. Das: I have been accustomed to obstruction all my life 
and it will give me great pleasUre to obstruct business. When I find 
such stalwarts like Mr. Shroff adopting an obstructive attitude, 
I feel that if he becomes. a member of the Assembly he will be able 
to indulge in these fireworks. I do appeal to Mr. Shroff and Mr. 
Bagaria that if they want to change the procedure for the next year, 
let them put down an amendment to the standing orders and rules. 
I see that the Press gallery people are here in full strength ~nd let 
us not exhibit ourselves in a manner which will Dot be conducive 
to the good name of this Federation. Let us follow the' usual pro
cedure this time and if next year we want to change, let us do so. 

Mr. Ratilal Mulji Gandhi: It is not a question of Mr. Shroff 
or Mr. Bagaria or Mr. Sidhwa. If you will kindly take the sense 
of the House you will know what is the feeling of the House on this 
matter. I believe it has been said more than once here that J;IIost 
of us desire that the elections should take place after we know several 
things that are going to come before this House and unless and until 
we moW' what is coming before the House and how the proceedings 
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are conducted, several ·of us believe that we should not take part in· 
the elections. As there is a strong feeling on this subject, we request' . 

• YOtl to take the sense of the House and if you find that the sense 
of the House is to carry on the elections here and now, we are quite 
willing. The majority of us think that the elections should be 
postponed. The question of rule or procedure has been mentioned. 
I do not think this is a matter of convention. It is a matter of 
procedure that· elections should be taken up on a particular day. 
·The election can take place either at the beginning of the session or 
at the end. In the present circumstances, I think it would be more 
desirable if the election affair is taken up at the end of the session. 

President: I would point to Mr, Shroff and Mr. Gandhi that 
we have got enough differences and. enough weaknesses in our body 
and we do not want to add to them. This agenda has been before 
the member-bodies for more than 14 days and none of them has made 
any single suggestion on this subject. This procedure has been 
followed every year and not a single suggestion has been made. I 
do not think that there is any hardship to anybody. If however 
there is a general desire that the rule and the procedure should be 
changed, this can be done at the end of the session but I do not see. 
any point in deferring the consideration of this subject. I will appeal 
to you gentlemen not to add to our differences and our wealpIesses. 

Mr. A .. D. Shroff: You can carry on your election. We will 
leave for the present and rejoin you later. 

President: I am sorry you look at it in this way. 

Mr. H. P. Bagaria: What is the harm in taking the sense of 
t,he House? 

President: The Secretary will now distribute the ballot papers. 

At this stage some fourteen members walked out of the Hall 
and did not take any part in the election of the Committee. 

(Ballot papers were then, issued to the Representatives). 

Mr. A. R. Siddiqi: Before the voting is closed, may I inquire 
if those delegates that have not paid the fee of Rs. 20 will be allowed 
to vote? 

President: As regards the delegates' fees, as there is so far no 
rule in the constitution, the suggestion made therein should be 
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- treated as a donation if you like. Therefore, those that have not 
paid the delegates' fees cannot be debarred from voting. 

The House adjourned for half an hour for purposes of election. 

President: I would like to know if any gentlemen have 
still got the ballot papers with them, yet to be deposited in the 
ballot box: I shall allow five minutes more. Meantime the next 
resolution will be taken up. . 

INCOME-TAX. 

Sheth Kasturbhai Lalbhai .(Ahmedabad Mill-owners' Associa-. 
tion): Mr. President and brother delegates, I beg to move: 

''The Federation e"'preHel ita deep dinatiafaction with the 
entire Income-tax policy of the Government and orgea apon them 
to give effect, .. early .. pOllible, to the following demandl of 
tbe mercantUe community :-

(a) To abollah altogether the larcharge now levied on 
Income-tax· and Saper-tax. 

(b) To lower lubatantially the preaent high rat .. of 
Income-tax and Saper-tax. 

(c) To raile the amount of minimum tau.ble iucome from 
R&. 1,000/- to·R&. 2,000/ .. 

(d) To amend the Income-tax Act 10 .. to provide for ia 
aet-off for 1_ IUltaiaed iu anyone year againat 
profita for three labaequent yean. 

(e) To provide that appeala from Income-tax OfIicera both 
on poiuta of fact and law ahoald lie to an iudepeadent 
tribuaaL" 

Sir, the importance of the resolution I .have the honour to move 
will be gauged from the fact that no less than about 8 associations 
from different parts of the country have. tabled this resolution. It 
shows how keen is the feeliag in this matter all over the COUDtry. 
This resolution is desired to be move at this session, not only by 
Bombay or Ahemadabad, but by Bangalore, Rangoon, Madras, CaWD
pore, Lahore and Karachi. I do not know whether there has been 
any resolution on the agenda of this federation which is desired by 
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the commercial community of India so much as the one that I have 
the honour to move. If yO)l look at the history of the income-tax, 
you will find that some 15 or 17 years ago the income-tax that was 
being paid for incomes was not more than four or five pies in the 
rupee. If I remember aright even during the stress of the war, 
when Sir Milliam Mayer was the Finance Member he did not raise 
it by more than half an anna. If at such a contingency as the war 
it was not thought proper' to raise it by more than one anna, surely 
the necessity of taking it to its present heights is absolutely un
called for and unwarranted. There has been no taxation which the 
Government of India has levied on the commercial community which 
has had such a rise as the income-tax. From 4 or 5 pies in the 
year 1916 or 1917, they have slowly but surely taken it up to 
something like 50 or 55 pies today-that is, there has been a rise 
of something like 15 times or 1500, per cent, as compared with 10 
per cent. 01' 20 per cent. or even 50 per cent. with reference to 

import duties and other taxes. It may be argued that income ought 
to be, taxed. I do not for a moment dispute the argument, but 
what I desire to press upon the government is this: that the limit 
of taxing has not been reached today, but had been reached four 
or five years back, when the income-tax was raised from I anna to 
one anna and six pies. Any further increases that they have levied 
upon the commercial community have acted definitely as a check on 
the industrial and commercial activities of India as such. If you 
consider or compare the income-tax that is being paid by various 
countries, you will find that barring Great Britain there is no country 
in the world which is paying such high rates of income-tax and 
supertax ; but we cannot compare ourselves with Great Britain which 
is at least 30 or 40 times or even perhaps a hundred times richer 
than our poor country. Great Britain is a fully developed country 
as far as its commercial or industrial activities are concerned. Our 
industries are still to expand and if they are to be allowed to grow, 
there must be the necessary saving with which we can expand our 
industries. If Government is going to take away 25 or 33 per cent. 
of our incomes earned, I do not know how the capital reqnired for 
the various industries is going to be provided. In England as I 
say, where the incometax is the highest, it is only 55. or 55. 3d. 
in the £. Compared with that we have to pay as much as 48. 6p. 
in the rupee. That is to say, our percentage will work out a bit 
higher than what it is in Great Britain. It is argued that it is 
most necessary in these times of depression to raise the purchasing 
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power of the people. Tme. But if the very money with which 
th~ purchasing llOwer of the people can be improved is going to be 
taken away from them by the government I do not know where 
that improvement is going to come from. Government's expenses 
have increased during the last ten or fifteen years many-fold, and 
the one way that they have found out of making up their revenue 
is either taxing the income-tax payer or raising tae customs duties 
to an unlimited extent ; so mJlch so that if you look at our export 
figures you will find that the amount that we receive from exports 
practically amount to the amount that is being paid out to the 
government in taxes, whether it be central or provincia1. It may 
be argued that if Government were not to tax the people who are 
eaming incomes where are they to find the wher~withal to carry 
on the government? I submit that if government is so mind'ed, it 
is very very easy for them to do so. As all of lis remember govern
ment appointed sometime back a capitation committee consisting of 
two or three Indian judges of prominenee and three. people from 
Great Britain. I understand that Great Britain owes to our country 
the vast sum of something like 7 crores of rupees and our Indian 
representatives came to the conclusion that by right it belongs to us, 
and it should be paid out to us, without the least delay. Govern
ment haa been sitting silent, absolutely silent over the report that 
has been submitted by the capitation committee, and I do not know 
whether any Assembly Members have been at pains to find out what 
has been done with regard to the committee's report. If such large 
funds go unaccounted for, it is not difficult to understand that 
Government will naturally come forward asking for more funda. 
But the only way in which the Government can reduce these taxes 
is either by reducing the abnormal expenditure they are incurring 
in the civil and military administration of this country and by 
demanding of Great Britain such funds as are owed to this country 
by Great Britain. I submit that there has been an overwhelming 
case made out for the immediate reduction immediately of the 
surcharge that has been levied in recent years. As I say, even if 
there was any necessity for the Government to raise the tax to 
any level higher than one anna, then surely there is no case for 
the Government to levy as'much as 4a. 6p. from the commercial and 
indll~trial public of India. 

Coming to clause (c), I beg to submit that 88 moat of us know, 
before the year 1924 or I9U-I am not sura of the elDlct year_ 
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incomes below Rs. 1,000 were completely exempted. Since then 
as most of us know the cost of living has gone up considerably. 
What could satisfy a man easiJy before 1920 with an income of 
Rs. 1,000 a year would hardly enable him to make both ends meet 
in the present circumstances. When Government found that there 
was a· deficit in the budget, they did not consider this much that 
it was treating an ordinary jobber or workman earning 80 or 100 

rupees a month more harshly than the highly paid ~flicers who are 
drawing three or four or six thousand rupees a month and over 
and above other concessions they get they came' forward with their 
proposals asking these poor people to contribute their mite to the 
deficit in the, budgetary position of the Government of India. For 
instance, what is the position of a person earning about Rs. 80 
a month or Rs. 1,000 a year? As things exist in this poor country 
he has got a wife and two or more children to supp6rt. It may 
be ,enough for him to clothe them and to feed them and to provide 
for house rent. But what happens to him if there is some illness in 
his family? Doctors who were charging 2 rupees some 10 or 12 

years ago are now charging 5 or 7 rupees: medicines which were 
selling for 6 annas are now sold at 10 or 12 annas because of the 
higher import duties. Clothing and the various other articles which 
form part of the cost of living, have not gone up as much as they 
were a few years back: but still many of the items are such that' 
he cannot carry on possibly without incurring a heavy debt .• Is 
it desirable in these circumstances that such a poor man drawing 
Rs. 80 or Rs. go should be taxed by the Government to the extent 
of Rs. 40 or Rs. 50 per annum? I therefore submit that the 
minimum of taxable income be raised to Rs. 2.000 from Rs. 1,000. 

Now, Sir, coming to clause (d), I submit this is not also a new 
procedure we are suggesting to the Government. Up to the year 
1923 or 24, losses in business were being allowed to commercial and 
industrial concerns. It was only in 1923 or 1924 that Government 
by a mere stroke of the pen not only took off this set off but they 
began to earn a double income. What did they do in that year? 
They took off the proviso under which this set off used to be given. 
It is but natural that when Government claims a share in the profit 
that a business or industrial organization makes. they should allow 
a set off for any losses that such industrial or commercial organiza
tion may make in a particular year. I hope Government will see the 
justice, equity and legality of our demand as far as this clause is 
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c:oncerned and, \lSSist the commercial community by meeting our 
demand. 

Then, sir, I c:ome to clause (e). This clause, if not Iic:ted upon 
in the very near future by the Government will perhaps drive many 
of us to take to bolshevism, if I may say so, because the inquity 
is so great and so pregnant, that when I came to Delhi, I had some 
conversations with a few fri"llds, and I found that there was not 
one centre which did not complain and complain bitterly about the 
ways adbpted by the Income-tax department. Instead of legally 
and correctly charging income-tax from the various c:onstituents, 
they have become what is called the money grabbing department I 
if I may be permitted to use that term. I shall just cite one or two 
instances which will show to the House that justice is not being done 
by the inc:ometax department to the assessees. There was a ease in 
Ahmedabad where a particular company was assessed to incometax. 
What did the incometax department do? They wanted to take 
the opening balance at the prices which were accounted for in the 
books of the company, but they wanted to alter the closing stocks 
that were taken. Any ordinary business man will understand that 
profit cannot be aecounted for unless you take the 9Pening and 
closing prices. If you take up fictitious opening prices and put down 
the market price or the price that is ruling at the closing of the 
year, you will not be able to arrive at the profit for the year. In 
order to arrive at the profit of the year, you should take both the 
opening and the closing stocks at particular prices. If the opening 
stocks were, devalued, that is to say. instead of valuing stocks at 
their proper price the profits earned are not profits earned ill a 
particular year. In spite of this irregularity, the Incometax depart
ment took it into their heads and said that they c:ould legitimately 
charge the incometax by altering the closing prices without any 
regard to the opening prices. The ease was referred to the High 
Court. The High Court gave a decision in favour of the assessee. 
Government were not satisfied with it. Government went to the 
Privy Council which confirmed the judgment of the High Court. 

,That also did not satisfy the Incometax department of the Govern
ment of India. As far as that particular ease and similar eases were 
concerned, they collected whatever illc:ometax was assessed from 
the companies for that particular year, but in the next year they 
adopted a different plan. What did they do 1 They did not assess 
the tall: neither on the opening or on the closing stocks, but they 

9 
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said this that the balance sheet was a;proof "thaLthe companies had 
made those profits, and without a proper' ·adjustment they said 
'we will charge you on those incomes'. Naturally as the stocks were 
being devalued and as justice was not done, they again referred the 
rpatter to the High Court. What could the poor High Court do in 
a matter like this? What they said was this. Here is a matter of 
fact, and the High Court is barred with interfering with any ques
tions of fact. The result was that one or two companies which were 
involved iii this had to pay something like. Rs. 85,000. YoU: will; 
realise gentlemen, w1tat the position of those companies would be 
in these times of depression when they are called upon to pay 
Rs. 85,000 as incometax, which is absolutely inequitable and illegal. 
As I said, Sir, the incometax department instead of their working 
for the benefit of the people and the Government alike has been 
working like a money grabbing department of the Government of 
India. That is the feeling that exists among both the general 
public as well as the commercial and industrial organizations. As 
I said, it is not one or two associations that demand that Government 
should look into this matter, but it is the strong feeling that exists 
all over the country among all classes of people. It is very un
fortunate that today unfortunately we are not in a position to have 
the Government Memhers here to face the situation and to let us 
have their views on this very important subject which is agitating 
the minds of the Indian public, but I am certain that if they come 
to know, if the highest officials of the Government of India come to 
know of the acute feeling that is felt both by the commercial com
munity as well as the general public in this matter, they might open 
their eyes to the realities and give some relief in the matter. I 
therefore urge that this Resolution as moved by me should be adopted 
by the Federation. 

Mr. Begraj Gupta (Marwari Chamber of Commerce, Bombay) 
spoke in Hindi in support of this resolution. The following is the 
English version of his speech: 

Mr. President and Brother Delegates, 

For the last so many years, the Federation has heen inviting 
the attention of the Government of India towards certain amend
ments which are absolutely necessary and must be incorporated in 
the Indian Income-tax Act. It is regretrable to note that the Govern
ment have done practically nothing in the matter, inspite of 
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the unanimous deman~ of the entire mercantile cominunity of India, 
to amend a number 'of harmful and unjustifiable provisionS of the 
Indian Income Tax Act, In effect, the Government appears ~o have 
chosen in the past, not to deviate from their prescribed ~licy in': 
regard to Income Tax, howsoever intense and unanimous our feel-' 
ings may have been, and howsoever weighty and substantial reasons 
we may have advanced in support of our demands in this respect. 

To begin with, Income Tax was levied at first, so far as I am 
aware, at the time of the Afghan War. An assurance was given 
that the imposition of the income tax had been rendered necessary 
owing to the abnormally heavy expenditure in connection with the 
Afghan War and that the tax was only of a temporary nature. You 
are all aware what: happened later on inspite of that assufllnce. 
The Income Tax ceased to be temPorary and was given the perma
nent lease of life. Then, from time to time, not only the rates of 
Income Tax were raised but the business, trade and industry were 
also burdened with Super Tax and Sur-charges., I feel' certain, 
Gentlemen, that we all realise how the Government, by a well 
regulated process, made permanent the Income Tax and the Super 
Tax 'which were said to be of a temporary nature in the beginning, 
and I am sure that even the Surcharge which is regarded temporary 
at present, will be sOQner or later, put 'on a permanent footing. I 
feel very strongly on the matter and regard the way, in wbich 
Income Tax, Super Tax and Surcharge have assumed present pro
~ortions highly improper and completely unjust. 

Gentlemen, whatever may be the form of Government, it is 
essentially necessary to raise funds to carry on the work of Govern
ment: Nobody can deny this fact nor contend the right of a 
Government to raise revenue by resort to taxation. But the system 
of taxation should fulfil the two most essential conditions: --.In the 
first place, burden of taxation should be such as may be borne by 
the people without undue pressure and hardship. In other words, 
Government should so adjust their machinery and the consequent 
'running expenses thereof that the people may find it possible to 
bear the necessary taxes, in consonance with the growth of economic 
prosperity of the country. 

The second essential condition in regard to a sound syst"m of 
taxation is Equity. The burden of taxation should be t>""I>

. tiotaat.ly dislrib,d.d over the people. 



Gentlemen, I am of ~inion that so far as the Government 
policy in regard to Income Tax is concerned, it does not satisfy the 
above-mentioned two essential conditions. It is arbitrary and unjust 
and contains provisions which positively retard the natural progress 
of the economic, business, industrial and commercial life of our 
country. It would be absurd to suggest tax that the Government or 
their officials do not exactly understand the real anomaly of the 
position or that they 'do not recognise the gross injustice of the "sse. 
They can grasp the principles very well, but, I submit, they are, 
more often than not, compelled by sheer force of circumstances, to 
do certain things. 

One of these helpless circumstances obtaining in our unfortunate 
country is that the high authorities consider. it their sacred duty for 
reasons, well known to all of you, to employ persons in larger 
nUmbers than is absolutely necessary, at very high scales of remu
neration in almost all the administrative and public services of the 
country. It must be borne in mind in this connection that the scales 
of public servants' salaries are proverbially higher in India than 
in any other country of the world. Another very important con
sideration is that the taxable capacity of the people has admittedly 
gone down to a considerable extent in recent years but the scales 
of salaries which were reviewed and raised at the time of boom in 
business and trade when the taxable capacity was also naturally at 
a high level, continue to be the Same, even when the standard of 
living is cheaper, trade depression of an unprecedented nature has 
set in, unemployment has become acute, huge losses in business 
have become the order of the day and consequently the taxable 
capacity of the people is at the lowest ebb. All these things have 
been said so many times and on so many occasions by the repre
sentatives of the public that I hardly need deal with tl,em in details. 
I shall, therefore, content myself with the inevitable conclusion that 
the Government poliq. so far as it relates to the existing Income 
Tax, Super Tax and the indef~ble Surcharge has made the burden 
literally unbearable. 

I refer you, Gentlemen, to the speech, the Hon'ble Sir George 
Schuster made at the time of introducing the Budget in the Legisla
rive Assembly. Alluding to the· restoration of 5 per cent. cut in 
the salaries of the Government employ";'s the Finance Member had 
said that the Government would be able to recover this additional 
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illc:rease' of rupees 108 lacs' in the s~tiejl 'through the .Incdme-T..x 
surcharges), I would like to ask the' Govemnient whether the 
Income-Tax sur-charge is levied for findillg revenue for restoring the 
cut in salaries. Can Governmellt justify their action in view of the 
fact that the cost of livillg has almost gone down to the pre-war level 
of ,Prices? I venture to suggest that immediate steps be taken to 
reduce the scales of salaries of all Government employees in view of 
lower level of prices and I hope, under those circUmstances Govern
mellt will have no objection to reducing the present rates of the 
Income Tax to the pre-war rates. 

Gentlemen, the demands, contained in our resolution, are so 
clear and just and the entire mercantile opinion has repeatedly 
expressed itself in favour of them that a long speech is hardly 
necessary. Income-Tax surcharge is highly objectionable and 
unjust. Our request to the Government is that' they should alto
gether abolish this unjustifiable sur-charge. Moreover, the rates 
of income-tax in the present times of severe trade depression have 
proved literally unbearable, and therefore require heavy reduction. 
I hope that the Government will not as usual turn a deaf ear: to 
our requests but will pay their most serious consideration over the 
question of reducing the existing high rates of Income Tax and 
Super Tax. Gentlemen, you are aware that the income limit was 
lowered from Rs. 2,000/- to Rs. 1,000/- by ,the Supplementary 
Budget with effect from November 1931. This lowering of income 
limit has hard-hit the middle class people who are the greatest 
sufferers in all abnormal times. I am sure that if the highly paid 
Government ofIicia~ could have known the average conditions of 
livillg of this class of people who have very often to support and 
maintain a big family, they would never have favoured the lowering 
of the income limit to as. 1,000/-. The half way measure recently 
adopted by the I.egislative Assembly that the scale of tax be reduced 
to half on the incomes ranging between as. 1,000/- and as. 1,500/
will not bring about the much desired relief. I shall therefore, 
earnestly urge upon the Gowmment to reconsider their decision and 
raiae the minimum limit of income to as. 2,000/- as before. 

I must give expression, here. of my feelings of surprise and 
regret at the remarks th" Finance Member was reported to have 
passed regarding the village money lenders.' In support of keeping 
tile minimum iAcome limit at Rs. 1.000/- it was said that the SO 
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per cent .. assessees, as were affected by the change, were the village 
money lenders who hardly deserved any sympathy. It is difficult 
for me to find out what unpardonable sins the village money lenders 
may have committed that the Government are forced to regard them 
unworthy of even ordinary sympathy. I have got actual experience 
of village life and I have had opportunities of observing minutely 
the life of a village moO:ey lender. He is not so despicable a creature 
as the Government regard him ~o be, nor is he so well-to-do and 
prosperous as he is generally represented. I can assure you, Gentle
men, that his financial difficulties are comparatively much more than 
OUTS. For more than 70 per cent. of such assessees in villages, wheat 

· i?read is a thing of luxury, meant only for the ceremonial occasions 
· or the religious festivals, and the wonder is that such people are 
· considered by the Government as unfit for their sympathy. The 
whole of his petty capital is locked up in bad and doubtful debts, 
while as a matter of fact he is hardly in a position to recover his own 
outstandings, from the poverty-stricken farmers who are themselves 
helpless and are reduced to utter destitution. Even granting for a 
moment that a village money lender is what he is depicted to be, 
he is a permanent resident of the village and in the long run the 
village and other towns do obtain some economic advantage or the 
other by his presence. I am sure the Government authorities will 
think twice before offering uncalled for and unjust remarks towards 
an entire class of people. 

I would now like to say a few words regarding carrying forward 
business losses of one year as set off against business profits of the 
next three years. This question is of greater. importance than it 
appears on the face of it. The present Income Tax Act has got 
several provisions which are absolutely wrong in principle. The 
essential conditions abont inco.me tax is that it is a tax on income. 
In the absence of any provision to carry forward losses in next 
years, the tax actually becomes a tax on capital. This is obviously 
negation of law from all points of view. I shall endeavour to 
make my point of view clear by means of an illustration which 
will show how businessmen are unlawfully and unjustly taxed, with 
the result that their capital is depIcted. A merchant buys some 
goods and incurs losses to the export of a . lac of rupees, chiefly 
owing to the easier prices. He pays no income tax at the end of 
the first year; Next year the prices go up at the end of the year 
a~d his stocks are valued at higher prices and in the fertile imagina-
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lion of the incOme tax officer, that 'merchant makes a profit, say, 
to the extent of a lac of rupees. From. the business point of view· 
,the net result of his two years. working of busip.esS is that he neither 
gains nor loses, but the over-zealous Income Tax Officer charges 
income-tax on the so-called income alleged to have been made by . 

. the businessmen. If this process be continued for a number of years 
more, I am sure a very large portion of the' business capital will 

. have been secretly depleted. I venture to ask the Government and 
their official experts whether 'in such cases Income Tax is really 
levied on capital or. not. 

I shall also place for the consideration of the Government, a 
few facts more which will convince them of the strength of our ' 
demands. The Government Taxation Enquiry Committee ha~ to' 
admit in their report that there was substantial strength in the 
demand for provision to carry forward one year's business losses 
as set off against next years' profits. Further, the existing income 
tax law in England also contains the very reasonable provision 
which our resolution demands from the Government. In the 
beginning, the income tax was levied on an income taken from an 
average for three years' profits and losses. Later on, in accordance 
with the recommendations of the English Royal Commission, the 
income average is taken on six years' profits and losses. This iq 
prevailing even at present. 

From the above, it will be seen that our demand for levying 
income on three years' average is moderate and legitimate; and I 
hope that the Government will give effect to it without any further 
loss of time. 

Before I resume my seat, I feel compelled to invite the atten
tion of the Government to certain fncts. They are aware of the 
peculiar difficulties through which industry and business have been 
passing in recent years. On one hand businessmen and industrialists 
have to face severe effects of a, world wide trade depression and on 
the other hand there is uncertain and tense atmosphere due to the 
national demands of the country remaining unsatisfied. Under these 
circumstances, there have been very heavy losses to the 'businessmen 
who are least capable of bearing highly crushing burden on Income 
Tax, Super Tax and Surcharge. I hope and trust that Government 
will give instantaneous relief to the businessmen by reducing the 
burden of taxation. 



72 

With these, words, Gentlemen, I commend the resolution fM 
y<?~ unanimous support. 

Mr. H. P. Bagaria (East India Jute Association Ltd., Calcutta) :

The administration of the Income Tax Department has 
become really a scandal. You know that there are always 
rumours in the speculative market and the earnings of a man 

".~i'e very much exaggerated. On such rumours the Income-tax 
department tried to realise Rs. 20 lakh.~ from a member of my 
association and the man had to close down his business because he 
did not know what his liabilities may be. For three years he had 
to fight very hard. He did not ,do any business and he succeeded 
in his assessment being reduced to only Rs. 60,000. In another 
case a man has been assessed at one lakh and 80 thousand and 
because he did not fight properly he had to pay one lakh and eighty 
thousand rupees. In another case a man has been assessed at 
4~ lakhs of rupees and he was given notice that i( he failed to 
pay by a certain date proceedings will be taken against him and 
because he could not pay by that date his property was attached. 
I submit that we should not rest content by passing this Resolution. 
We should take some tangible action. I think the Federation sho~ld 
tngage the services of some first class lawyer and agitate this matter 
properly. If some such step is taken my association is prepared to 
,contribute its share to that end. I hope in the interests of the busi
ness community we will do something more in this direction. 

Mr. Mohanlal A. Parikh (Bombay Shroff Association): 

Mr. President and Brother Delegates, I have great pleasure in 
supporting the Resolution so ably moved by my learned predecessor. 
The resolution refers to the entire Income-tax policy of the Govern
ment ail also to several specific grievances of the Commercial Com
munity which require immediate redress. The entire Income-tax 
policY of Government is highly objectionable both from the stand
point of the principle which guides the framing of the Income-tax 
Law and also from the mode of its administration. 

Dealing first with the administrative aspect, the law with regard 
to the method of assessment despite repeated protesta from the Com
mercial Community has been gradually tightened irrespective of con
siderations of equity or its oppressiveness. What is most provoking 
to the assessee is that apart from bearing the heavy burden of taxa-
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tion, he has to undergo a very annoying, vexatious;· arbitnlry and. 
harassing method of assessment. The present method of assessml:11t 
vests wide and autocratic powers in the hands of the Income-tax 
officer with the result that the assessee does not get proper jUstice. 
The attitude of the Income-tax officer is generally very over-bearing 
and unsympathetic towards the assessee. The examinatiOtl of 
accounts is of a too detailed and fishing character and is carried out 
not with a view to arriving at correct assessment but with the Bof~·. 
object of increasing the saDie and discovering new assessees. 
Assesseees are SQueezed as Income Tax OIIicers have to make up the 
quota fixed in advance. If they do not make up, then their prospects 
suffer. Further, the appeal against such an assessment lies before a 
superior officer of the same department who cares more to uphold 
the decisions of his lower officers than to look to lust objections of 
the assessee. The assessee is thus denied proper justice even in 
appeal. The only certain chance of the assessee feeling that jUstiCt 
is done is when he has the means to pursue the matter to the High 
Court and his case involve question of law, (the cases of facts being 

• debarred from appeal) and in majority of cases the amount at stake 
is disproportionate to the expenses of a reference to the ffigh 
Court. The whole system of assessment from bottom to top Is 
therefore arbitrary and prejudicial to the best interests of tht assesses. 
Misuse and abuse of powers are bound to arise when unfettered '.; 
powers and wide discretion are vested in the executive officers. . T'I 
check this evil, it is absolutely necessary that the present method of 
assessment should be revised and that the principle of popular control 
in assessment should be introduced and that the appeal should lie 
before an authority unconnected with the Income-tax department. 
A Bill on these lines introduced by Sir Hari Singh Gour is already 
before the Select Committee of the Indian Legislative Assembly and 
it is hoped that Government will accept the main principles of the 
Bill though they may differ with regard to its details. The revision 
of assessment on principles indicated in the Bill can only remove 
the harassment now caused to the assessees. 

J will now come to the second part of the Resolution which 
.refers to the specific: demands of the Commercial Community and 
i will give the first place to the last demand as it is most useful 
and relates to the fundamental principle of tantion. In this demand 
we ask Government to amend the Income-tax Act !III as to provide 
for a set off for the losses sustained. in anT one rear against profItli 

lQ 
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of three subsequent years. Sir, as' a matter of jl1stice, the losses 
should be aHowed to be carried forward till they ar~ wiped out by 
profits of subsequent years. Such a system of assessment is preva
lent in many countries. But as Government here advance the plea 
of administrative difficulty in carrying out this reform we have not 
ptit forward an ideal demand and have even agreed to water down 
our original demand to extend the basis of assessment for a period 
6f six years to three years. Even in the United Kingdom, the period 
for a set off is for six years. Our demand therefore is neither 
inequitable nor pitched too high. Sir George Schuster had admitted 
the justice of our claim and promised' in his speech on the Budget 
for the year 1930"3I to make a beginning by giving the right of 
carrying forward losses till another year. But even this partial 
relief is withheld on the plea of financial difficulties of Government. 
At present, in ahsence of this right of carrying forward of losses, 
income-tax is a charge not on income, but on capital. Every year, 
the capital outlay of the merchant and of the industrial concern is 
heing reduced under such a blighting levy. As a result many 
business concerns and firms have been ruined year after year. It is 
therefore urgently necessary to give relief to the f:ommercial Com
munity in these times of unparalleled trade depression by conceding 
this right' of a set off for three years. 

Dealing with the necessity of substantial reduction in the present 
high rates of Income-tax and Super-tax and abolition of surcharges 
levied on the same, I have to point out that Income-tax was first 
introduced in 1886 and since then on one pretext or another, income
tax rates have gone on increasing irrespective of the consideration 
of the taxable capacity of the assesses. During the last two years 
income-tax rates including surcharges are nearly doubled, while trade 
depression during the same period is the most acute ever known. 
Trade, Commerce and industries are languishing on the one hand 
under the pressure of unparalleled depression and on the other, under 
the burden of ever increasing taxation. When trade is depressed, 
it is the duty of Government to give relief to the Commercial 
Community by reducing taxation. But instead of giving any relief, 
the rates of income-tax and super-tax are nearly doubled and further 
the minimum taxable limit is reduced from Rs. 2,000/- to Rs. I,ooo/-. 
The Commercial Community has been made to suffer and practically 
reaching a stage of ruin for the sake of the financial difficulties of 
Government. It is most deplorable that the Commercial Community 



which has suffered so m'uch'should have been so badly treated this 
year by Govern~ent 'by refusing relief in resptct of the abolition of 
income-tax and super-tax surcharges from a surplus Budget. 
Government have restored the 5 % salary cut of their Civil servants 
prior to giving any relief to the Commercial Community. Not only 
this but for the next year, Government have laid do\Vn the principle 
that the restoration of the remaining 5 % cut would form a first 
charge on the surplus revenue .prior to any reduction in taxation. 
Sir, this clearly shows that Government are quite indifierent towards 
the interests of the Commercial Community. We must strongly 
protest against such an attitude of Government and bring pressure 
upon Government to give relief to the Commercial Community by 
abolishing surcharges and reducing substantially income-tax and 
super-tax rates. 

I will now come to our demand with regard to raising the mini
mum taxable income from Rs. 1,000/- to Rs. 2,000/-. Sir, the levy 
of income-tax on an annual income of Rs. 1",000/- is a very heavy 
burden on the lower middle class people and entrenches upon the 
bare necessaries of life. Further, it has given a wide scope to the 
Income-tax Department to send notices for submission of returns 
on all and sundry such a Panwalla, Bidiwalla, Milkman, Ghariwalla, 
etc. These people generally keep no accounts and do not understand 
what is required .from them in the notice. These people are as a 
result summarily assessed and hl!ve to pay what is demanded from 
them irrespective of the justice of the claim. In order to set right 
this mischief, it is urgently necessary to raise the minimum taxable 
limit to Rs. 2,000/-. However, till this is done, I would suggest 
that all notices etc., to assessees under Rs. 2,000/- sh~\lld be sent 
in Vernaculars which they understand. This will at least help them 
to escape from the summary assessment, to which they have to submit 
to owing to ignorance of procedure. 

The resolution re: Income-tax was put to vote and was carried 
unanimously. 

STA1VI'ORY RAILWAY BOARD. 

''The Federation emphatically oppoaea the proposal h.r 
Parliamentary legialation Oil Iacliaa Railwaya .. it ia aot ollly 
taatamouat to a repudiatiOIl of the autoaomoaa powera of the 
Ihcliaa LePlatare but militate. against the elaaticity of the 
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machinery which must need. accommodate itself to the Clemanda 
'. of ladian transportation problema. 

, ,The Federation, therefore, is strongly of opinion, that in the 
interests of Indian trade and industry no proposal for a Statutory 
Railway Board.wiIl be acceptable unle .. constituted by an' Act 
of the Indian Legislature. 

Th. Fed.ration deprecates the formulation of the propoaal 
for the Statutory Board, AI suggested in the White Paper, in the 
abaence of any adequate consideration or diacuaaion at the 
ReSio ... of the Round Table Conference and without consulting! 
IDdian eommercial opiniOR on the matter." 

Mr. G. L. Mehta (Indian Chamber of Commerce, Calcutta): 
The resolution which is placed before you has been altered from the 
one drafted. which you find in the agenda. I suppose you must 
have got the supplementary agenda by now and have read the 
amended Reso1ution. There is only one slight change in the wording 
in clause 3. that is for the words 'consnlting Indian opinion,' it is 
proposed to substitute 'Indian commercial opinion'. I do not think it 
is necessary for me to read the Resolution because it will save me 
a few seconds. Since this Resolution was first drafted by the 
Committee of the Indian Chamber, the White Paper has been issued 
and that is one of the reasons for altering this draft. Gentlemen, 
there has been nothing short of a conspiracy on the part of Whitehall, 
the Government of India and the British, commercial community in 
regard to the Question of setting up a Statutory Railway Board. 
There has been, if I may say so, a plot hatched behind the hacks 
of the three Round Table conferences and their ancilliary Committees 
and of the Legislative Assembly in this respect. I will not go further 
than the Government of India Despatch on constitutional reforms 
of 1930 on this Question. The Government of India Despatch laid 
down that there were four purposes,in which Parliament was specially 
interested and these purposes required to be safeguarded and they 
therefore suggested the setting up of a Statutory Railway eutMrity 
for the management of railways. The meaning of this, gentlemen, 
is plain. The proposal for the setting up of a Statutory Railway 
Board meant that it would be ind<\pendent of the control of the Indisu! 
Legislature for all practical purposes. 

Now what were these four purposes in which Parliament was 
specia11y interested and which needed to be safeguarded? The fust 
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was defence, the second was finance, the third was the securitY of 
.the services and the fourth was the Anglo-Indian oommunity': 
Gentiemen, we are all aware that the Government of thi§' country 

, does not feel anxious about temporary evils or temporary malad;.e§ 
like 'poverty or unemployment or trade depression or illiteracy. 
They only care for permanent ~ViIS and issues like war and invasion, 
law and order, the security of the services, and the prospects of 
unemployment for the Anglo-Indian community and the interests of 
the British Investors. The first subject which they mentioned as 
needing to be specially safeguarded was defence. You are all aware 
that the strategic railways entail a loss to the Railway Budget. The 
intentiou is that in futUre no questions should be raised about items 
of expenditure incurred in respect of strategic railways so that the 
Railway Department would in this matter be an adjunct of the 
military department and be untouchable. As regards finance, I will 
come to that later on. But, gentlemen, you are aware that, if any
thing, the financial solvency of the Indian railways and their sound 
economical and efficient management is as much the concern of the 
Indian Legislature as much the concern of the Indian ministers and 
as much the concern of the Indian public as that' of any foreign 
investor. The Government of India Despatch over-emphasized the 
need of safeguards and did not consider the several drawbacks in the 
parliamentary control of the railways. At the first Round Table 
Conference this question was not discussed at all,-either in any' of 
the committees such as the Federal Structure Committee or in the 
plenary session. Yet when the stage of reporting ~e, Lord 
Sankey, the Lord Chancellor and the Chairman of the Round Table 
Conference, read out a paragraph which ran as follows:-

"In this connection the sub-committee takes note of the- proposal, 
that a Statutory Railway Authority should be established and are 
of opinion that this should be done if after expert examination this 
course seems desirable." . 

Immediately one after another, four Indian delegates, 
Mr. Sastri, Mr. Jiunah, Mr. Jayakar and Sardar Ujjal Singh 
got up and protested that this matter had never been discussed 
and was smuggled into the report. Lord Sankey thereupon said that 
H. H. the Maharaja of Bikaner had referred to this question and 
that it was at his suggestion that it was put in. Up then rose H. H. 
the Maharaja of Bikaner and he said: "I never used the word 
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'statutory authority'. I referred to the Railway Board exer~~g 
functions such as it has 'now." Nevertheless Mr. Jinnah afterwards 
protested and Lord Sankey, in his Usual phrase, "noted the obje.:
lion". It is a great gain that all the objections of ollr Dele<:ates 
have been noted by Lord Sankey. Sir, the Liberals of the future 
generation will find them very useful (Laughter). But despite this 
noting, a recommendation which was never discussed at the Round 
Table Conference was put into the report of the First Round Table 
Conference and passed through all the three Round Table 
C~erencess and now finds a place in the White Paper itself. 
Gentlemen, then there comes on the scene a mysterious figure called 
Brigadier-General Hammond. He was asked by the Secretary of 
State to prepare and submit a report on the question of a statutory 
authority for Indian railways. We do not know what the credentials 
of this Brigadier-General were. So far as I am aware, neither the 
Round Table Conference nor the Assembly was ever informed or 
consulted about his appointment. The one qualification of Brigadier
General Hammond for investigating this question was that he was 
entirely ignorant of Indian railways. Gentlemen, in the peculiar 
conditions of India, ignorance is a sign of impartiality. That was 
one of the reasons for the appointment of the members of the Simon 
Commission and of some of the members who toured India last year 
in, connection with the Round Table Conference Committees. Sir, 
when a Britisher is ignorant, he is supposed to be impartial, and 
when he is biased, he is called an expert (laug4ter). It was this 
Brigadier-General Hammond who submitted the report, which, I 
believe, VIas ready in August 1931, and although the Second Round 
Table Conference met after three months, so far as I am aware it 
was never placed before that Conference and it never saw the )ight 
of the day until it was filing in the face of the astonished members 
of the Consultative Committee, whom by the way some people call 
the Insultative Committee (Laughter). When the report was placed 
before them, even this committee by an overwhelming majority 
refused to agree to the setting up of a statutory authority through 
parliamentary legislation and suggested that it should be the Federal 
Legislature which should set up the Statutory Railway Board and 
ouly two members dissented from this proposal. Bllt, as two 
members dissented, the Government said that there was no unanimity 
and therefore the decision was left over to the British Government. 
This was a sound method of constitutional procedure. You have 
a packed committee of Government Sllpporters and since there are 
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always' one' or ,two such dissentieil~: the ~al decision is tOjken by 
His Majesty's Government. In the meanwhile in the famotts 
Ben&all circular- which was published rather inconveniently by Ii 
pape~ in Calcutta, it was stat~d that Ports and Railways should be 
t.'lken out of political control ; and the representatives of the British' 
commercial community said in the Legislative Assembly last year, 
:when there was a debate on this question, that the railway~ in the 
future constitution should occupy a place analogous to Port'~U;. 
Sir, we know what position imd, status the Port Trusts occUpy in 
respect of Indian public opinion and it was not difficult to see what' 
was in store' for us. The White Paper has, now come and it has 
embodied this proposal. In the crucible of the Round Table 
Conferences, by some strange alchemy almost every important 
department of national life has become a safegttard: whether it is 
peace or tranquility, whether it is minorities, whether it is the 
Princes who are part of the Federation, all these have become safe
guards. Even Christianity has become a safegttard as witness. the 
Ecclesiastical Department being reserved so that even Jesus Christ 
himself seems to need the protection of the bureaucracy of India! 
And even the Federation itself has become a safegttard. If you want 
a Central Bank, it is made a condition precedent to the establishment 
of the Federation and a safegttard ; if you want financial autonomy, 
it is made a safegttard and the Governor-General is invested with a 
dozen discretionary, emergency, special and other powers and there 
is a Financial Adviser on the top of all that. And if you want some 
element of popular control over defence or external affairs, there 
are Counsellors to be appointed instead of Councillors. Gentlemen, 
it would seem that this change in spelling from Councillors -to 
Counsellors is a great constitutional advance (Langhter). Similarly 
when you go over the whole gamut of it, the Railways also have 
becom~ a safegttard. I will not waste your time by reading out 
paragraph 76 of the White Paper which deals with this question but, 
will try to show what are its implications. In the first place, as the 
Statutory Railway Board would be set up through a parliamentary 
statute, it will be an integral part of the Constitution Act. Now 
our objection to having a Statutory Railway Board set up throngh 
parliamentary legislation is not a mere formal objection regarding 
procedure. It is a very fundamental objection because, unless the 
Statute of Westmiru.-ter is applied to India, of which, I am afraid, 
there is no immediate hope. the Indian Legislature will not have 
the power or the authority to modify. revise or amend a parliamentary , 
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statute. The Indian 'Legislature will have only ¢ose powers which 
are given to it by the' parliamentary statute and all the residuary 
powers will be reserved to Parliament and the manner in which and 
the extent to which the Legislature will control railway finance or, 
railway administration or railway policy will all be laid down in the' ' 
parliamentary statute. Gentlemen, it will be evident to yo\t that 
no parliament, no outside authority can be permitted this right, 
particularly for such a public utility concern as the Railways whos~ . 
Budget is equivalent to the civil Budget of the Government of India 
and. which is of such vital importance to the trade and industry and' 
agriculture of this country. To allow such authority to 'be removed 
from the purview of the Indian Legislature is really to undermine 
the whole policy which has been accepted and is being carried out 
in respect of the nationalization of the railways by the Government .. 
Moreover, it will vest at least some amount of financial control in 
the statutory authority and it will therefore weaken the financial 
powers of the Finance Member and it will divide the financial 
responsibility of the Government of India. 

Gentlemen, the grounds on which this statutory authority is 
proposed are twofold. One is that it should be run on business 
principles, and the second is that it should not be subject to political 
interference. As' regards busineSs principles, if it means that the 
railways should be managed in a sound, economical and efficient 
manner, surely, as I have said, we are as much interested in it as 
anyone else. After all, the revenues of the railways were raised not 
on the security of the assets of the railways but on the 
security of the general revenues of India .and if the,re is any 

, difficulty in paying the guaranteed interest charges, the first person 
who will be embarrassed and put into a difficult position will be the 
Finance Member of the Government of India before even Parliament 
comes to know of it and it is therefore to his interest that the railways 
are sound concerns. Sec<'ndly, the White Paper does not lay down 
exactly what is the nature of the Control that the Government and 
the statutory authority will exercise. It is stated that the principle 
and details of this question will be settled by His Majest's Govern
ment in consultation with the Government of India. Therefore, the 
whole problem is still in the atmosphere of uncertainty. Brigadier-

. General Hammond, in fact, suggested in his report that the main 
lines of policy regarding, for example, the provision for interest and 
sinking fund charges or for depreciation or maximum and minimum . . 
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amounts to.~ set ap!itl for reserv~ or the diSposal of sw;plus profits, 
th~ contribution to be l!1ade to general.r<!venu.es etc., should all ,be 
laid doW!! in advance by the Statutory Act itself. If a certain portion 

. of railway' expenditure is to be earmarked as within the jurisdiction 
:o{· the statutory board, even the existing powers of the Legislative 
,Ass~bly ,and of the' Finance Member will be taken away. 
" 

. :'Centlemen, 'one of the main grounds in support of these proposals 
· is said to be that the railways should be free from political inter
~etence. Now political interference, gentlemen, has a peculiar 
meaning in India. It means the freedom of the bureacracy to do 
what it likes. !my sort of influence or meticulous control by the 
Legislature over the railways is always 1:esented and has always been 
resented by our pinchbeck Mussolinis of the Railway Administration, 
who naturally do not like exposures of their deeds or misdeeds on 
the lioor of the Legislature and who do not relish the vigilance of 
the ,press, the interpellations and the criticisins in' the Assembly. 
They therefore would like as far as possible to be free from all this 
control. Sir, the railways in India are a very sensitive plant which 
cannot bear the light of the day. They are a delicate mechanism 
which cannot stand at all the' glare of publicity. !md the record 

· of the Railway Board in this respect is very well known to us. It 
has been one of consistent defiance and disregard of Indian public 
opinion and Indian public inte'iests whether 'in the' matter of rates 

, and freights, whether in the treatment of third class passengers and 
whether in the 'treatment that they have extended to Indian indus
tries and cOmmerce. Indians were shut out from the Railway Board 
until only the other day and today, gentlemen, if there has lltell 
some sort of check or limitation on the Railways, it is due to the 
vigilance of the Assembly and to public opinion having become a 

'little more organised and insistent. But the whole point is tllat in 
the peculiar circumstances of India we do not know What politics is 
and what politics is not. It is not politics to set up a statutury 
authority through the machinery of Parliament and under the 
thumb of the Secretary of State for India, but it is politics to set it 
uP. through the Indian legislature and under the supreme control 

· of the Indian legislature. It is moreover interesting to see that 
con~tant pressure and inftuence are brought to bear through, the 
House of Commons and the Secretary of State in respect of several 
matters regarding the Indian railways. For example, there have 
been demands for speeding. up Indian railway development so as to 

11 



help Railway orders in England. I am not making a vague allega
tion but something which is perfectly well-known. Sir Alfred Mond 
who was afterwards known as Lord Melchett said in the House of 
Commons a few years ago:-

"When I was Chairman of the Cabinet Unemployment 
Committee, a scheme was put forward and was under 
consideration by which by the use of the Indian Govern
ment credit, supplemented by our own, we could obtain 
orders for the Indian railway programme." 

Similarly Sir Charles Innes once admitted in the Legislative 
Assembly that in the Imperial Economic Conference of 1923 great 
pressure was exercised on him in order to speed up railway develop
ment for securing orders. That is one of the purposes in which 
Parliament is specially interested though it is never mentioned in the 
Government of India despatches. But to try to secure such orders 
through the Secretary of State and to use the influence and pressure 
of the India Office and even the Imperial Conference is not political 
interference. But if Indian economic interests are to be protected 
or benefited through the Indian legislature, that becomes political 
influence. I need add only one word more and it is this. After 
all, n small body of experts ~r functionaries has a greater temptation 
sometimes than the Assembly to degenerate into a political clique 
or coterie which would serve only one particular set of interests, 
which are not necessarily national interests. In this connection I will 
quote a very pertinent passage of Sir William Acworth himself. 
He has shown in one of his works ~hat it is much better for an 

_ administration to be run subject to Parliamentary control than that 
it should be free from that control if it degenerates into a clique. 
Jobbery of the politician or of the political minister will not be SO . 

bad as the jobbery of a Commission clique which comes under back
stairs influence. Discussing the conditions in Australia Sir William 
observed, "A Commission which though composed of individuals 
personally clean-handed is not strong enough to crush attempts at 
jobbery in its neighbourhood may be even worse for the public 
interest than a Minister who uses patronage for political ends. For 
a Minister can at least be watched and exposed in Parliament by 
political opponents, while a Commission can take shelter under the 
cloak of its statutory irresponsibility". This, gentlemen, is the final 
reply to those who prattle about "political interference". 
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What we object to is not the setting up of a quasi-independent 
body to whom the powers of technical management of railways may 
,be delegated under the supreme control and authority of the legisla
ture. What we object to is the setting up of a statutory body 
through Parliamentary legislation over which the Indian Legis1ature 
will not have the final control. After all rate structure and ,rate 
policy and tenninal charges etc. have a great bearing on the trade 
and industry of the country. In ot)ler countries railway policy has 
been used to promote and assist national agriculture, national indus
try and national commerce ; if anything, the legislature should have 
more powers and not less in order to make the railways an instrument 
of national economic policy. But what is proposed to be set up by 
the White Paper is an imperium ill imperio a state within the state 
which will be immune from public criticism and over which the 
legislature will not be able to have any elfective powers. Therefore, 
gentlemen, if the Joint Select Committee or the' Joint Parliamentary 
Committee or whatever name it is called by, has got any powers 
at all, the first thing it should do is to scrap the proposal for such 
a body. (Applause). 

Lt. Sardar Sodhbans (Indian Cbamber of Commerce, Labore): 
Mr. President, I rise to second the Resolution so ably moved .by my 
friend Mr. Mehta. Mr. Mehta has referred to the history of the 
establishment of the Statutory Railway Board in extenso, and tbere
fore I will only confine inyself to a few remarks with regard to the 
working of the present Railway.Board so that we may get an idea 
of what the new Statutory Railway Board migbt be. At present tbe 
Railway Board, althougb to a certain extent responsible to the Indian 
legislature, is managed or mismanaged by the officers wbo get DC> 

training at all from commercial point of view and they are appointed 
to manage buge' commercial concerns wbich bave been built from 
the Indian revenues. I remember once Mr. B. Das tackled this 
question of railway finances in the Railway Finance Committee; and 
Sir George Schuster told Sir Alan Parsons, then Financial Com
missioner that the accounts which 'were presented by him were 
not intelligible to tbe ordinary layman. In sncb clrct'm
stances you can very well understand wbat the Railway 
officers have been doing. The policy of the present Railway Board is 
Such that Indian industries seldom get help in matter of freigbt. In 
these c:in:umstances we do not know what the Statutory Railway Board 
would be. This question was considered by the Committee of the 



Indian Chamber of Commerce. Lahore and they criticised it and they 
say that this statutory body is not wanted in the interests of India 
and they want toat there should be absolutely Indian control over 
this Railway Board. Unless that is done there will be a great 
agitation in the country because Indians do not want that, 
such a statutory body should be constituted over which they should 
not have any voice or control. With these words I second the 
Resolution of my friend Mr. Mehta. 

The Resolution was put to vote and carried unanimously. 

The Annual Session then adjourned for the day to meet again 
on the 16th April. 1933. at 12 noon. 

'. 



SECOND DAY'S PROCEEDINGS 

SUNDAY, 16TH APRIl" 1933. 

The Annual Session commenced its sitting in the Delhi Univer
sity Convocation Hall at 12 noon, the President, Mr. Walchand 
Hirachand occupied the Chair. 

President: The next Resolution relates to Sugar Industry. I 
will now call upon Mr. Padampat Singhania to m~ve the Resolution. 

Lala Padarnpat Singhania (Indian Sugar Mills Association, 
Calcutta) in moving the resolution said: Mr. Chairman, delegates 
and friends, The resolution reads as under: 

SUGAR INDUSTRY. 

"Thil Federation invitel the attention of the Government of 
India to the great handicap .felt by the Sugar industry owing to 
the increaling difficulty experienced by IUgar factories and 
refineries in the diapoaal of mola •• es produced by them. 

Tbia Federation luggeltl that tbe Government of India sbould 
give full encouragement and auiatance to the Sugar indultry for 
production of power alcobol, eapecially admixture of alcohol 
with petrol .. a fuel for intemal combustion engin.... In parti. 
cular, the Federation luggests that every mealure should be 
adopted by Government in order to over-ride difficulties of a 
merely technical character (e.g., the existing denaturing rules) 
or relating to revenues (e.g., revenues derived by the Central 
Government from petrol or provincial Governments from COlDltry 
liquor) • 

. , Th. Federation recommends to Government that the import 
duty on rectified Ipirits, on mola_ and on "rab" be increased 
to IUch an extent .. would eDiure adequate protection to IUb
sidiary industries dependent on the Sugar indUltry in India from 
foreign competition." . 

I have pleasure in moving this resolution in regard to the 
necessity of conversion of molasses into power-alcohol for the conti
nued development of the 5J1gar industry in India. As you are aware, 
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owing to the impetus given to the Sugar Industry by the protection 
granted to India by the Government last year, about thirty sugar 
factories have come into existence and many more will commence 
working during the season 1933-34. The industry has been assured 
of protection for a number of years and it is hoped that the industry 
has been assured of protection for a number of .years and it is hoped 

c· that the industry will be able to stand on its own legs by that time. 
It is also a matter of pleasure to me to have to say that Indian Indus
trialists have made use of this opportunity and put up factories in such 
large numbers in order to make the country self-sufficient in regard 
to production of sugar. One obstacle to the growth of the industry 
that· is being witnessed since past few months has been in regard 
to molasses. The production of molasses has naturally increased 
considerably since last year and it has not been possible to find any 
use for the same, particularly because the quantity has increased 
suddenly. The price of molasses has undergone a tremendous fall. 
The molasses which used to sell at about Re. 1/8 to Rs. 3/- a maund, 
can now be sold only at about -/2/- per maund. Nay, not even that, 
as some of my friends will bear me out, several factories would be 
willing to dispose of their molasses without charging any price for 
the same, if they found some agency to remove it. So grave, there
fOl:e, is the problem that is confronting the industry. It has been 
suggested that the import duty on molasses and on rectified spirits 
should be increased. This alone, however, cannot solve even the 
fringe of the problem. The import of molasses has been reduced 
considerably during the last three years .. During the last year, the 
import was nearly 30,000 tons. The solution, therefore, can only 
lie in finding other uses for alcohol. Unless some method is found 
for the economic disposal of molasses, I am afraid the import traffic 
must be raised still further in order to enable the Sugar Industry to 
withstand foreign competition. This, you will remark, is hardly 
desirable, as it ought to be the desire of all to bring down the price 
of sugar -as early as possible. The molasses produced by factories in 
the past was consumed in the Tobacco industry and in the manu
factUIe of plain country spirits. The consumption of molasses in 
both these ways has fallen by about a quarter at the present time. 
Other outlets for molasses have therefore, to be thought of. These 
are:-

I. Methylated spirit. 

2. Use of alcohol for power in ~l substitution of petrol. 
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3. Use of molasses as cattle food. 

4. For the production of yeast as a source of food. 

At the present time about a million gallons methylated spirit 
is imported annually from Java. A small increase in the duty would, 
r believe, make it possible to shut out this import, and to substitute 
the same from within the country. 

The scope for the use of molasses as cattle food is not very 

great due to the difficulty in marketing, combined with the traditional 
conservatism of the owners of most of the cattle in India, as they 
are used to free grazing with little or no expenditure on other food 
stuffs. 

The use of molasses as a source of yeast is new to Indian ideas. 

We now come to the use. of power-alcohol. Power alcohol can 
be produced in India and mixed with petrol in the proportion of one 
part alcohol to three parts petrol. Several countries have in fact 
passed legislation making it imperative for petrol companies to use 
not less than 10 per cent. alcohol with petrol. France introduced 
legislation making the purchase of alcohol compulsory by the oil 
companies. Natal started with Natalite and admixture of alcohol in 
ether. In Germany, the RieschStag passed a law in 1930 enacting 
that petrol importers must buy a certain percentage of alcohol. 
Czechoslovakia started with a mixture similar to N atalite and has 
now come to accept absolute alcohol. In Hungary, there is com
pulsory use of absolute alcohol ·with petrol. In Austria, a <'ampnl
sory addition of 5 per cent. of alcohol to petrol is suggested. Italy 
has legislated for not less than 30 per cent. alcohol in all motor 
fuels. If power alcohol is thus produced in the country, it can sub.. 
stitute petrol to a certain extent and solve the grave problem be
setting the industry. It is likely that power alcohol may be able to 
sell cheaper than petrol and that the Government would be • k>ser 
in so far as their revenue from this source is concerned owing to the 
decrease in the consumption of petrol on which an excise duty is 
levied. It is apprehended, therefore, that the Government may not 
be wilUnt'lor this reason to encourage the production of a substit\lte 
of petrol, which will no longer bring to them the same revenue. 
This brings to the forefront an nnfortunate clash of interests between 
the Government, who are In sean:h of re\lellRe. and the power pro.. 
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ducers'k searCh of II cheap and efficient fuel. The difficulties, how
ever, are by no means insutinountable. The Government can realize 
revenue from many sources, but the p~wer producers have no other 
alternative and in consideratiop. of the fact that the success of the 
power producers means success to the country, their interest should 
not be ignored. Besides, if power alcohol can, owing to its· cheap
ness, keep down the price of p~trol, it would result in enormous 
economic saving to the country. We should also bear in mind that 
the Government will not lose in revenue because, if the industry will 
be successful, it will contribute to the Government revenue in a 
variety of ways, namely, as income tax and custom. Besides, it 
will give more employment which is badly needed today. Owing to 
the increased output of sugar in India, which also means the in
creased output of molasses, its developmeJ!.t will suffer greatly unless 
some outlet for molasses is found. There is happily for us a great 
drop in the consumption of country spirits and therefore larger 
quantities of molasses will be available for production of power 
alcohol. Experiments should be carried on by Research Institutes, 
Government Experts, as well as the Industry to make use of power 
alcohol suited to the requirements of internal combustion engines. 

I would strongly suggest that a pioneer distillery should be 
established and it should be subsidized by the Government as it is 
an important key industry. In that case it would also be possible 
to provide for training and instruction of a large number of Indians 
who can ultimately qualify for a suitable job in other distilleries 
which would be established at various places. 

Another obstacle in regard to the use of power ~cohol is the 
attitude of the Government towards improvements required for 
denaturing. The use of "caoutchoucine prohibits the use of spirit 
mixed with petrol for internal combustion engines, but we believe 
that if other denaturants were allowed, a field for the use of alcohol 
could be found. In regard to the revenue aspect of the question 
from the point of view of the Government, we might only mention 
that the loss of revenue to the Government cannot be very material, 
since even if the whole factory-production of molasses in India, as 
in I93I, was converted to power, it would only represent 5 per cent. 
of the consumption of petrol. Much of the molaSses produced is 
disposed of in this way in the Hawaiian Islands and the Phillipines. 
As observed by me before, the use of some proportion of alcohol 
mixed with petrol is obligatory in several European countries. More-
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over. as pointed out above. the sugar industry wi11~ contri;llute to 
Government revenue. and therefore there may be' no. question of loss. 

. " ., ". 

The figures of consumption of pefrol in'"Indili during' the last 
six yearS have heen:-

Consumption of petrol in India. 

Yeal'. )?etrol (million gallons). 

1926-27 36.3 
1927-28 48.6 .. 
1928-29 61.2 

1929-30 79.0 

1930-31 79·4 
1931-32 73·0 

The production of molasses by cane factories and QY refineries 
dW'ing the last three years is as follows:-

Cane RefinerieS. Total. 
factories. 

Year. Tons. Tons. Tons. 

1929-30 35.393 12.899 48.292 

193~31 48.11!7 20.458 68.645 
1931-32 69.208 22.042 91.250 

In addition to tbis, the KhandSaris also produce a fairly large. 
quantity of molasses, but a market for tbis molasses is found in the 
vicinity of the places where it is produced. A certain quantity of 
the factory molasses is also absorbed in other ways, as for example, 
tobacco curing. The supply of power alcohol manufactured from 
factory production of molasses available for the same would not 
he of a magnitude which could affect. to a very great extent •. the 
petroleum industry of India. 

I urge with all the emphasis at my command that in the interest 
of the Sugar Industry which vitally affects the cultivators, the 
Government of India should give full encouragement and assistance 
for .the (Itoduction of power alcohol and its admixture with petrol 
as fuel for internal combustion engines. Uoless tbis is done, the 
Sugar Industry will lind itself in a mess IIIld it will have very 

adverse effect on the condition of the ryotS, which is nOlle too good. 
lZ . 
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Gentlemen. I have done. I have one more suggestion to make 

to the Railway Board in this connection and that is to consider the 
possibility of a reduction in the rates of freight on molasses. in view 
of the very heavy fall in its price. If a large reduction is made. it 
will be to the interest of the Railways themselves. liS it will then 
be possible to carry molasses over larger distances. 

As a -large portion of the sugar and molasses is carried by the 
waterways in addition to the railways. it would be a very great 
facility if the railways could be persuaded to issue through bills of 
lading for the transport of sugar and molasses from the· factory 
stations to their destinations. This would be of great convenience 
to the sugar factories as also the merchants engaged in the transport • 
of sugar. 

I trust that the Railway Board will give immediate consideratiott 
to these matters. 

Lala Shri Ram (Delhi Factory Owners Federation. Delhi): 

Mr. President and Gentlemen. the previous speaker Mr. 
Padampat Singhania has very ably and comprehensively dealt with 
this Resolution. I do not think much remains for me to say. 
Fortunately this is a Resolution on which both Europeans and 
Indians are unanimous. Almost iu a similar strain a Resolution was 
moved in the Associated Chambers of Commerce in December last. 
Barring two member-bodies of the Associated Chambers. that is 
Burma and Bengal (Burma as you can understand is predominated 
by the Burma Shell) there was unani~ity about this Resolution. 
On that occasion one of the representatives of the Upper India 
Chamber said that although molasses at the time of the Tariff Board 
report were taken to be worth at Rs. 2 a maund yet they 'lYere 
-about to become a drag on the market. That position has already 
arrived in April. that is only three months after. They are not 
only a drag on the market but they are a real nuisance to those 
who have got sugar factories or sugar refineries. . The problem 
today is not how to sell them or what price to realise but how to 
dispose thelD olf and ~ know that many of us will be prepared to spend 
some money to get rid of this nuisance. Our friend. Mr. Singhania. 
has just told you that there are four or five different methods of the 
disposal of these molasses. . The most important course is making 
power alcohol and mixing _ it with petrol, which he has very 
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thoroughly dealt with. I will not therefore waste your time iii re
peating the same argUments. I may however tell' you that this 
resolution came up before the last meeting of the Indian Sugar 
Committee which met at Delhi under the presidency of Sir T. 
Vijayraghavachariar. There alSo a resolution. was . unanimously 
pas.,ed in which both, European and Indian members agreed, that 
the question was a very importsnt and urgent one and that the 
President should .take immediate steps to get into touch ,with the 
different Heads of the Departments of the Goveniment of India and 
to do away with the red-tapism and that as soon as possible a m;mel. 
factory for making power alcohol should be established and a law 
should be got passed compelling oil companies to, mix a certain, per
centage of power alcohol in petrol. They also asked the President 
to take steps to put a certain amount of money at the disposal of 
the Sugar Technologist at Cawnpore and to give him every assistance 
to try the other methods which are being successfully. tried 8J!.d 
worked in other countri_Hawaii, Fiji and other places, that is, 

. using molasses as petrol, cattle food, manure and fuel. My friend, 
Mr. Singhania, has not mentioned that molasses could also be 'used 
as fuel. In Hawaii they are uSing molasses as fuel and getting 
65 per cent. as much heat out of them as out of firewood. Gentlemen, 
individual factories are also trying to consume molasses to get rid 
of them by using them as fuel. I cannot tell you how far they have 
succeeded in their efforts but I know' for a fact that one of the biggest 
sugar' factory owners, 'that is, Messrs. Begg Sutherland and Co. and 
a small factory owner like myself are disposing them by burning 
them in boilers, we do not yet know at what risk to' the boilers 
themselves. Coming to the question of power alcohol, I am glad 
to tell you that in the Sugar Committee, Mr. Morgan gave us to 
understand that the petrol companies in India had no' serious objec
tion to, the mixing of power alcohol in petrol. If Mr. Morgan rightly 
expressed the views of the petrol companies, I do not see wl;J.y the 
Government of India should find 8J!.Y very great di1!iculty ~ bringing 
the necessary legislation into operation and do something immediately 
about it. As regards its use either as fuel, cattle-food or, manure, 
certainly it cannot be used entirely by the factories themselves for 
either o(..the above three purposes or even round about the factories 
to 8J!.Y very great extent. For that purpose it will be very necessary, 
as pointed out by Mr. Singhania, that the railways should" give us 
very very low rates of freights indeed, perhaps lower than that for 
coal itself, and alSo should buni. these on their ownlocOmoliv.:s to 
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enable its better distribution for the good of the farmer, the factory 
owner and themselves. With these few words, I beg to second this 
Resolution. (Applause). 

Mr. Santoshchand Baroria: Sir, the Association is taking steps 
to fix the price of sugarcane at four annas a maund. Now I want 
to ask, will that also improve the condition of the ryots? We know . 
that the sugar-industry is one of the most paying industries in these 
days and, if run on good lines and with an administration not top 
heavy, the cultivators of sugarcane can easily get ten annas a maund. 

President: The resolution refers to some very specific points., 
If in developing them a-statement as regards some other industries 
waS made; that is a quite different story. It refers -to the disposal 
of molasses, then power alcohol, fuel and measures to override certain 
difficulties of a technical character. Later on it goes on to the 
inct;ease of the duty on "rab". 

The resolution was carried unanimously. 

President: I move resolution No. 10 which runs as follows: 

STATISTICS OF INVESTMENT OF FOREIGN CAPITAL. 

"In view of the ...noua iDlIaences exerted upon the economic 
development and policy of the country by foreign capital, this 
Federation baa to draw the attention of the Government to the 
ablOlute inadequacy of statUtica of foreign captial invested in 
India, at present being publiabed by the.... and would .trongly 
recommend the annual compilation of a comprch ..... ive .tate ........ t 
of the actual foreign capital inveeted in india indudiq private 
inveetmente." 

, 
Mr. A. D. Shroff: On a point of information, I should like to 

understand the object of this resolution, because I think it can be 
a two-edged weapon. If you will just tell me what exactly is the 
object of the resolution, I should be glad. 

President: This came from the Bengal National Chamber and.o; 
their representative laid particular streSs on it and I would now' 
request Mr. Sarker to explain. 

Mr. Nalini ~anjan Sarker: Our point is that the statistics 
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available in the matter of foreigtl investments here are very - in· 
adequate as published in the Statistical Abstract. . Recently you must 
have noticed there was a controversy about our external debt obliga· 
tions. In an econonrlc journal Sir Findlay Shirras has started some 
discussion -about our total foreign investments and our annual 
Clbligations, but we cannot find the exact figures by which we can 
'ascertain what are our actual foreign obligations year by year, and 
it is to get those figures that wI! have tabled this resolution. 

. Mr. A. D. Shroff: Allow me, Sir, to say one or two words, 
b~ause this subject~ cannot be very easily disposed of. When you 
we laying particular emphasis on one branch of' statistics relating to 
the economic problems of the country, I think there should be some 
specific purpose and object in demanding that such statistics should be 
compUed in a particular fashion. If the idea of the Bengal National 
Chamber of Commerce has been to disprove the claiJns of non·Indians 
that their stake in the country is so and so whereas we say that their 
stake in the country is so and so, I definitely sl1ggest that by asking 
for a limited, narrow and specific inquiry of this character, you will 
be doing more harm to our cause than you can do good. On the 
contrary I think this resolution can well be made the basis for some· 
thing wider in view particularly of the fact that the Government 
themselves have recently announced that they desire to make some 
effort to give us a better compilation of statistics all round. I hope 
you will get at the point I am hinting at. 

President: Would it not meet the wishes of the House that 
we pass this Resolution today in view of the recent -statement of the 
Government of India. In view now of the various other member~ 
bodies taking interest in it, we could elaborate it next year taking 
into account all the considerations and deVelop it further. It- is only 
one Chamber, the Bengal National Chamber, that suggested it. The 
sub-committee and the Eucutive Committee deleted it, but in view 
of the fact that the Bengal National. Chamber was very keen on it ; 
it WaS put on the Agenda and this was how it came. We have ample 
tima, -so next year a full and comprehensive resolution, with due 
notice to aU the member.bcidies to get their particular view points 
embodied iq, it. can be put down. Under these circumstances, I put 
the resolution to the vote. 

The resolution was carried, with one dissentient. 

Mr. A. L. Ojha (Indian Chamber of Co~, Cakutta): 
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Mr. Chairman and Brother Delegates, i beg to move the following 
Resolution: 

SURCHARGE ON COAL. 

"lit view of the fact that the levy of 15 per cent. surcharge 
on the Railway freight on coal despatched after 15th January 
1932, hal created a great detrimental effect on the coal induatry 
and heen relpOlllible for the lou of markets in many important 
and industrial centres, this Federation urges upon the Railway 
Board the necessity for the .immediate· abolition of the .urcharge 
·with a view to help the industries of the country." 

Sir, in moving this Resolution I would like to say a few words. 
I am sure that, if not all, most of the Delegates here might not have 
heard about the position of the coal industry and about the difficulties 
and the disabilities under which those who are engaged in the indus
try have been working. It is not because there are no difficulties ; 
it is not because there are no grievances; it is not because they are 
in a way happy that nothing has been said, but it is because the 
industry is not properly organized, it is because there are no stalwllrts 
as we find in the· case of other industries like textiles and shipping 
and it is because those who are Ilngaged in the industry are so weak 
that their' feeble voice is not heard by the Government of the country 
or by their own countrymen. I think, Sir, it is essential that the 
industrialists of the country should take some interest in and know 
something about this key industry, as, if the industry is disorgani7.ed, 
or those who are engaged in the industry cannot carry on, it will 
be difficult for them to get coal so cheap as they have been getting 
it. today. I also feel, Sir, that the other industries particularly 
protected ones should try their best to help those who are engaged 
in this industry and are struggling for existence. I wish I had tbe 
opportunity to present to you a picture of the present position of 
the coal industry and thereby make all the delegates acquainted with 
the full facts but it requires'sufficient time to do this and I am afraid 
it is not at my disposal. Apart from other ordinary taxes, you are 
perhaps not aware, the coal industry has' got to pay some special 
taxes like road cess, mines board and chaukidari taxes. etc., and 
it was very difficult .for them to carry on. At such a. moment this 
surcharge was levied and as other industries are not in a position to 
pay a higher freight on coal, .this freight fell mostly on the collieries 
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in this way that they had to reduce their price to sell their coal. 
It is rather strange that in these days of depression when all indus
tries are in need of help and protection the Government of India 
decided to levy this charge. It is not detrimental to the interests of 
the coal industry only but it is detrimental to the interests of 
other industries too. Those who get protection have also got to bear 
this surcharge if not fully, partly, and so to a certain extent the 
protection given is nullified. Coal being a key industry I think 
every endeavour should be made to make it as cheap as possible. 
When it is not cheap, what happens is this. Those who cannot aff~rd 
to pay the price plus coal-freight try to find out some· other substi
tutes.. We all know that Bombay imported a lot of foreign coal; 
we all know that even today Bombay mills are using foreign oil, 
and in the case of other markets we find that wherever it is possible, 
factories and brick-field owners lind others are trying to substitute oil 
and other fuel. What surprises me more is t11is. Why only the coal 
industry was singled out and penalised in this· way .. I think I must tell 
you that Government had been pleased to invite the representatives 
of the coal industry to meet them when they proposed this surcharge. 
Of course, they had practically decided beforehand to levy this 
surcharge, and so when these representatives met them, re~oned with 
them· and strongly protested against t.his imposition, they were to1<1 
that somehow or other money had to be raised and so Government 
had to. impose tqis surcharge. They were also told that it was not 
only coal which they had singled out as they were going to tax other 
commodities too. I am glad, of course, that Government have not 
taxed other comm~ties_ Government have not thought fit to with
draw the surcharge even after a year which we all expected, and we 
all expected it because as far as our information goes Government 
have not been able to get more money due to this surcharge. There 

. is another point, Sir. We find that the surcharge is not levied at • 
fiat rate. The surcharge is IS per cent on freight rate. It mearu 
that those who are at a great distance have to pay more. FOI 
example, take the Ahmedabad market which is a very important 
market to us. Their freight being about Rs. 13 or 14 they haVE 
got to pay surchar~ on that rate of freight, while those nearer thE 
coal-fields have got to pay less. I think this is not at all fair to: 
the industries of the country. When during the war Governmenl 
were in need of money they imposed a surcharge but at that time 
they imposed a fiat rate of 4 annas a tou wh~ in this case; they 
did uot do liO-
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One word more.and it is this. Though the Railways say they 
'are in need of money and that is why they have imposed this sur
charge we :find now·a-days, and I am sur~ all delegates 'must have 
seen it in the press, that the East Indian Railway and the Bengal 
Nagpur Railway who are 'directly interested in this affair have been 
advertising in the press to' give facilities to carry gunny from Calcutta 
to stations in western India and to bring cotton. from western India 
stations to Calcutta ancj. eastern India, by' reducing freight rates. 
I do not grudge others getting facilities. What I should like to 

point out is this that i£ the Railways are in, a position to give facilities 
to others, if they are in a position to reduce their charges in the case 
of others, they, .ought to consider also the case of tlie coal industry. 

The Indian Colliery Owners' Association, recently brought iDto 
existence, is also giving this matter its close consideration and hopes 
to address well reasoned memorandum to the Government of India 
urging the immediate abolition of this surcharge. 

With these words, I propose this Resolution for your acceptance. 
Seth Nandlal Haridas (Ahmedabad Millowners' Association) l 

Mr. President and brother delegates, I have the pleasure to second, 
the Resolution just proposed by my friend Mr. Ojha. The surcharge 
on the freight of coal is uncalled for at the present juncture when 
the textile industry and the whole country is passing through a crisis. 
How the textile centres are affected by this surcharge I shall show 
you in brief. Only the Ahmedabad centre is paying every year 
Rs. 4,50,000 by way of surcharge. And you can imagine what the 
other centres are paying. Ancj. this Rs. 4,50,000 is really speaking 
a considerable part and parcel of the profits earned by the Ahmedabad 
mills. So, gentlemen, you can see that there is no justification in 
laying down this surcharge at this juncture. Government's policy, -, 
is simply unjustifiable in discriminating between different textile 
centres and hence I hope you will agree to give me your full support 
in asking Government to do away with the surcharge. 

Mr. R. K. Sidhwa: Sir, I rise on a point of information. Year 
before last the Bengal' coal owners had sent a representation to this 
Federation that the Ahmedabad mill-owners were not purchasing 'the 
Bengal coal on the ground that the quality was inferior to the coal 
they imported from other foreign countries. Will you kindlY' inform ' 
the House how the matter stands at present? 
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, Seth' K8st~bhai ,£a;t,lia/: im, I' sl~bmit that it is- very 'wrong 

to speak '.in 'thls 'HouSe '\rithout the fullest knowledge of the fa't:ts 
The' Ahmeilabad ~ textij.~ ,u;,di..~; as sucli has ~evei' .in its whole' • 
history p~chBsed a sil!gle ton 'of' ior~gU coal. And I hope that 
Mr. Sidhwa and the 'body' ~hat lie is rep~ting here will withdraw 
the uncalled for charges in uruiecessSruy ,a:nd,~wrongly blaming the 
textile industry which is doing its, ,v~iy ~t' to 'Support national 
industries of India as such. My' friends li~e w1lO represent the 
indurance companies ~ll bea» me out whep 'I say that.:if one centr; 
is doiiig'its very utm~t it ~s' Ahmedabad whi~,'is 'passing on its,~ 
pet' cent ilisu't'encE!to the Indian insurance companies: ,And similarly 
ther~ ar~,many other smail indu~tries which are fully.b~g supported.. 
Ijy' ,the Ahmedabad textile industry. Sir, I beg to request you. to 
ask 'Mr. Sidhwa to withdraw 'his entirely unfounded charges. 

Mr. R. K. Sidhwa: Sir, I have been quite misunderstood by' 
my friend there. Correspondence has passed between the Bengal 
b~ers and the Federation and copies of the 'correspondence ,vere 
sent to the various mercantile bodies and the Indian Merchants 
:Chamber whom I represent here also got copies. Several lettm, 
'Were sent to the Federation and the Federatibn had also sent letters 
to the mill-owners at Ahmedabad explaining the position and asking 
why they refused to purchase coal from the Indian colliers and then: 
explanation was also sent to us. I cannot understand my friend's 
getting np and saying that this is aU false. It is only the correct and 
authentic information that I am placing before the House. I think 
my friend there did not understand me correctly or he likes to hood
wink the House by making the sort of statement that he has done. 
'I have absolutely no intention of challenging the patriotic feeling; 
'Pf the Ahmedabad mill-owners. I do not for a moment suggest that. 
t:ertainly they have been patronising Indian industries. I only 
wanted to be enlightened on that issue as to how that matter stands 
and I made no insinuation whatever. I have seen' the correSpondence 
that passed between the Bengal coal-owners and this Federation and . 
the mill-owners of Ahmedabad and I know they replied to the effect, 
fuat their quality was inferior; I want to know whether they wish 
to state that they did not make that statement. I wanted to have, 
information only and I am sorry my friend there has taken a wrong 
view of my point • 

• 
.Mr. A. 1.. Ojha: Sir, may I with your permission put in ,. 

wOrd to expiain the position? The position was this. The Indian 
" 11" ,'.', 
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cQIJ.i.ery owners, Qr in Qthe~ words, the CQllienes owned and managed 
by· Indillp.s made a representatiQn tQ the FederatiQn requesting' the 
FederatiQn tQ ask all Qther bQdies,-of course they alSQ· directly 
apprQached those bQdies,-to use their cQal instead 'If coal that they 
purchased from cQllieries Qwned and managed by EurQpeans in tlilil 
countl"Y. 

Mr. ~:. K. Sidhwa: That requires to be explained. 

President: The fact remains that the latest PQsitiQn is, as we • 
have gQt it frQm such an authQritative SQurce as Mr. Kasturbhal' 
Lalbhai that the Ahmedabad mill-Qwners are using 100 c per cent. 
Indian CQal. 

A delegate : NQt frQm Indian owned CQllieries. 

President: HQwever, we have gQt the reply. I will therefQre 
put the ResQlutiQn NQ. II tQ VQte. 

Carried unanimQusly. 

Mr. V. K. Chetty (Southern India Chamber 'If Commerce, 
Madras): Sir, the resQlutiQn . that I have tQ mQve is this, 

lNDUSTRlES. 

"The FederatiDn urges upDn the GDvernment Df India the 
ct"airability Df adopting ~ediate meaaures indicated belC)w tD 
affDrd adequite protection tD the VanDUS induatriea referred tD 
thereb):- . 

<a> That the export duty Dn raw .kina and hides be raised 
, tD 25% and 20% 'reapectively. 

(b) n.t a duty Df, Rio 501- per tDII Dr 50 per cent ad, 
valorem whichever ia higher ahDuld b. levied Dn the 
imPDrts Df the Cast IrDn Pip .. and further that the 
Tariff Value Df RI. 140/- a tDn may at least be .uh
.tiluted fDr the ad valDrem valuation IIDW being 
adDpted in the Indian Customs TariJf .. a. to "_e 
immediate relief tD the Indian ea.. Irqn Pipe 
induatry." 

In moving this resolutiQn I have tQ say a few words. 
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Prom th4: point of view of the vaiue of exports and 'the, n~ 
of persons ~ployed the tanning industry is the premier industry of 
South india. On a fair estimate there are noHess than 300 taim~es 
scattered all over the Presidency each ~ploying on the ":ver~ge 
abOut 100 pe~ns. There' are besides' a number of sUbsidiary 
ellterPrises in which a lot of capital as well as thoQSands ,bf persons 
are employed, such as collection and salting of skins attd hides, 
transport from villages to towns and tanneries, collection of transpo'l't 
Df avaram bark, myrabolams and other tanning materials and so 
on. In the result, I may fairly estimate that about a iakh of persons 
are throughout the year ~ployed in this widespread industry not 
in any particular place but scattered over numerous villages and 
towns so that this industry while increasing the industrial production 
of the country and giving ~ployment to such a large number of 
persons is not beset with any of the evils of industria1i~m such as 
concentration in towns, industrial unrest, high cost of living, 
necessity for welfare work, housing, etc. 

The peculiarity of this industry is that its chief danger does 
not lie in the imports of, foreign leather but in the competition of 
foreigners in II Home market for the raw materials of the industry. 
Consequently this industry cannot be protected by any additional 
Import duty on leather. Moreover the import of leather is' on1y a 
a fraction of India's export of leather. The tanning induStry can 
therefore only be protected by means of a bounty on exports of 
tanned goods or by a duty on the export of raw goods. As the 
bounty from the Revenues of the Government cannot be thought 
of under present conditions the only effective method of protecting 
this industry is by increasing the present export duty of 5% on raw 
hides and skins. 

\ The bulk of Indian exports of tanned goods have SOme special 
qualities which make them an indispensable factor in the world 
markets. I may therefore assert without fear of contradiction that 
when the countries of the world find that they cannot get Indian 
raw hides and skins as cheaply as before .to feed their tanneries in 
consequence of any additional export duty they should be expected, 
to commence buying our tanned goods. Alternatively they may 
continue to patronise our raw goods market but in that case their 
cost of production is bound to be increased by the extent of. the 
extra export duty and our tanned goods wiD then have a better 
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reception in the foreign markets where the products of the European 
tanneries also compete. Though the United States of America put 
up her tariff wall against our tanned goods and has ceased to buy 
them either in the Indiau markets or in London, still it continues the 
most important single buyer of our raw goat skins, and Germany 
of our cow hides. My suggestion is that an increase in the export 
duty is bound to help the Indian tanning industry in. eith~r of the 
two ways I suggested before, that is, by the foreigners buying our 
tanned goods in place of the raw goods, or by raising t4e cost of 
production of our competitors in the foreign markets. 

From I9I9 up to I923 the ·general export duty was I5% and 
during this period the tanning industry enjoyed a spell of prosperity 
but since then many tanneries have closed and thousands of persons 
have been thrown out of employment. One apprehension which the 
Government seem to have in increasing the export duty is that the 
price of raw goods will be unduly depressed. One reason why 
I consider that this will not happen is that the peculiar qualities of 

. Indian hides and skins can still cOll1Jl?and a good market in the world 
at an increased price, so that the present foreign buyers ·of Indian 
raw goods will still continue to compete in the Indian market along 
With Indian tanners. so that the demand will continue as effective 
. as now. Another reason is that as the production of skins and hides 
-is only complementary there can be no increase or decrease by virtue 
of an increase or decrease of demand. As the supply is therefore 
limited the prospect of the fall in price is remote. The third reason 
is that when a complementary product falls in price the primary 
product will go correspondingly higher in price so that in the result 
the owners of cattle and goat and sheep are not likely to suffer by 
any fall in price that may happen to raw· skins and hides. 

Lastly, I want to urge that the Government of India by hel"ing 
the Indian tanning industry will by the same stroke help the London 
market also because the chief buyers of Indian raw goods who are 
likely to suffer by an increased export duty are America, Germany 
and Italy, while the bulk of Indian tanned goods are marketed in 
London bringing employment and income to thousands of brokers, 
warehousemen, etc. 

As regards pig iron, there are many incongruities in the Indian 
Tariff Schedule in· virtue of which the import duty is lower on the 
manufactured product and higher on the raw material. One such 
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is the case of the cast iron pipe which comes into the coun~ after 
paying a duty at present prices of about Rs. 10 per ton,. while pig 

'hon has to pay over Rs. II per ton. On top of it is the inroad of 
Japanese imports which threaten to swamp the Indian market. The 
Anti-Du,nping Bill has been passed; among the earliest operations' 
of it ~~ould be an extra duty on the imports of cast iron pipes. 
I ther~ore Co)11ll1end this resolution to the house for their unanimous 
acceptance. 

Mr. K. Shama Iyer (Mysore Chamber of Commerce, Bangalore) ; 
Sir, I heartily second the resolution. A great deal of capital 
has been sunk in the skins and hides trade and industry 
and during the war the Govet:nment of India made much 
use of it for supplying saddlery, boots and shoes to the army, in 
gratitude for which they increased the export duty to IS per cent. 
But when the sense of gratitude waned in three or four years tim, 
they straightaway reduced the export duty to 5 per cent in couse- ' 
quence of which much distress is felt all over South India. ' 

As regards Indian Cast iron pipes the position is this: there are , 
two big manufacturing concerns in India which between them can 
cover the entire demand for the pipes and have been doing it. They,. 
are the Bengal Iron Co., Kulti, which has a capacity of 60,000 tons'" 
and the Mysore Iron Works, Bhadravati, which has a capacity of 
15,000 tons. During the last two years the general depression 'has 
very seriously curtailed the demand. On top of it foreign pipes, 
particularly of Japan, have begun to be dumped. The rapid reduc:, 
tion in price in the Indian market of Japanese cast iron pipes within 
twelve months from about Rs. IIO to Rs. 70 per ton points to the 
fact that the industry is getting substantial assistance from the 
Government of Japan, besides favourable freight and exchange con
cessions. I am informed that the Japanese Government subsidise. 
exports. Whatever it be, there is the fact that Indian production is 
very seriously jeopardised. Now that the Legislative Assembly has 
passed the Anti-dumping Bill. it would be most convenient for the 
Government to take immediate steps under the Act and remove the 
Damoc1es Sword that is hanging over the two Works on which a 
hllge amount of capital has been sunk without adequate return so 
far. Another anomaly in this problem is that pig iron which is the 
raw material for cast iron pipes is subjected to a heavier duty than 
the manufactured product as prices stand at present. Pig iron being 
IIssessed on a tarift value of Rs. 78 per ton, the duty on cast iron 
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pipes on an ad valorem basis happens to be asseSsed on a valne of 
about Rs.67. It is a sample of the anomalies which are characteristic 
of the Indian tariffs but I submit that the country has to pay a heavy 
penalty for it and it cannot be toler-ated any longer. I commend 
this resolution to the unanimous acceptance of the House. 

'The resolution was adopted unadimously. 

*Mr. M. L. Dahanukar (Maharashtra Chamber of Commerce, 
Bombay) : 

Mr. President and brother delegates, the resolution which. has 
been entrusted to me reads thus: 

RAIL-ROAD CONFERENCE. 

''The Federation notes with regret that no representative. 
from the Indian commercial community have yet been invited 
to the Rail-Road Conference to be held in Simla tbis month. It 
understands that non-official representatives connected with 
velted interests in the development of bus traffic are invited and 
is emphatically of the opinion that in order to safeguard the 
interests of the commercial community, representatives of Indian 
commercial opinion should be asked to attend the said 
Conference." 

Here it m",y be recalled that the Government of India appointed 
certain officials to carry out an inquiry regarding the competition of 
railways and bus traffic in this country. These officials went round 
from place to place and ascertained both official and non-official 
opinion on this question. Now, as I understand, the Conference 
which is to be held in Simla on the 24th instant is going to consider 
this very vital question of finding out a way for meeting competition 
by which the railway lias incurred losses and suffered. As we are 
,now asking for representation to be given to us, I am not going to 
make any remarks as to the merits of this question. But I should 
confine myself to the point why representatio!1 to the commercial 
community is necessary at this eonference. While the commercial 
opinion was invited to be ascertained by the officers who were con
ducting an inquiry, they were assured that the representatives of 

• Speech not corrected. 
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the commercial c~n:~unity will also be invited to the conference which 
was then proposed. Fr4mds, we find that the' Gov~ent have 
invited Ilon-official represent!\tives: ·as I Wlderstand it i~ not ollty 
re-tricted to the officials. or those who are collllected with the rail
ways ud roads, but it is certainly also representative of the non
officials, and certain Europeans in the name of non-oflicials, have 
been invited to attend the conference ud they are connected with 
th~ petrol, tyre and tube industry ud cement roads etc. I certainly 
think that this is a question of very ,vital importance to the com
mercial community where the Indian public have invested as much 
IS 800 aores of rupees in the railways of India. Further about 8 
,okhs of our people are employed in the railways of this country. 
Besides, there are muy CGfllplicated 'l,uestions which are collllected 
with .this aspect of the resolution. I think that if we want to find out 
~ .. via media, it is necessary that the Government should invite 
the: ci>mmercial opinion to be placed lit such a conference. We are 
interested also in the reduction of rates for goods traffic and several 
)ther kinds of traffic which affect the movement of goods: the prices 
)f agricultural produce have gone down so low that reduction of 
freights is absolutely necessary to help this kind of traffic. Th4s will 
not be done unless some via media is found out between the road 
and rail competition problem. I therefore think that this question 
has all these bearings; and while seeing that we do not put any 
undue burden or, that our interests in the railways are not adversely 
affected. at the same time we WBllt to see that the bus enterprise is 
not also eliminated out of the field altogether: we have invested a 
lot of money in that enterprise and it also gives cheap transportation 
facilities to the public as a whole. Further we as business men are 
certainly interested in seeing that all our investments in the railways 
will also pay. For all these purposes and for placing all our view
points beJore this conference it is necessary' that we should get 
ndequate representation and we should be able to say all that we 
want to say at such a conference. I shall not go further into the 
merits of the question. but shall confine myself to these remarks. 
I commend this proposition to the acceptance of the House. 

Mr. P. S. Sodhbans (Indian Chamber of Commerce, Lahore): 
Sir, this rail road conference is the outcome of the Bill 
wl)ich has been moved in the Assembly for permitting Rail
way companies to run buses. This Bill was opposed by the 
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Committee of the Indian Chamber of Commerce, Lahore, which I 
have the honour to represent. After the war the roads were 
developed with a view to bring the interior nearer to the cities 
and in order to develop the trade. As far as the Punjab is con
cerned, the roads are considered to be the best in India, because 
most of the roads there are coaltarred, and with the development of 
the bus traflic, we find that travelling by bus has increased enor
mously; it has become so common that ordinary traffic between 
Lahore and Amritsar and different places is now carried by motor 
buses. Now the railways are going to enter the field. Inspite of 
tbe increase in the traflic by bus or lorries we find that the railways 
are not endeavouring to reduce their fares but on the other hand 
they are increasing the same. This policy is bringing them to grief~ 1 

But the poor people cannot afford to pay high fares on account of 
the depression, and they prefer to travei by motor buses. Now, on 
account of this, the Government has come to the rescue of the rail
way companies by allowing them to run buses. At present, as 
every one knows here, the rail ways are running at a loss on account 
of their mismanagement and also on account of their heavy overhead 
charges, The railways are working at a loss more on account of 
the l),igh scale of salaries they are paying to the officers than on 
account of the depression. If there is depression felt aU round, have 
the railway companies made any endeavour to reduce their expendi
ture which any business concern would do? No, they have never 
!lared to reduce their expenditure and to balance the budget. Now,. 
they want to run buses and the cost of manufacturing new buses 
will be met from the Indian exchequer. We want a representative 
to present our case and find out from where they are going to meet 
such a heavy cost for the manufacture or purchase of the buses. 
Moreover, in these days when the railway themselves are unable to 
cope with their own traflic on account of the heavy cost, I do not 
know how much additional cost they will have to incur for the 
maintenance of these buses. Of course, these buses will require 
conductors, officers and other paraphernalia for running them. AU 
these questions will be taken up in the conference, and therefore 
it is absolutely necessary that the Indian view point should be placed 
before the conference, and it is very essential that there should be. 
a representative of Federation at the Simla conference to represent 
the Indian Commercial view point and to discuss aU vital points. I' 
therefore heartily second the resolution which has been so ably 
moved by Mr. Dahanukar. . 
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The resolution was carried unanimously. 

President: Gentlemen, I now revert to Resolution No. 2 

'regarding the release of Mahatma Gandhi. The only amendment if 
I may say so that has been made in the wording of the Resolution 
is that instead of the words 'for the dual policy' the words "repressive 
policy" have been substituted. The Resolution will no';'" read thus:-

RELEASE OF GANDHIJI. 

"The Federation' of Indian Chambers of Commerce ..,d 
",dUltry places on record that in its opinion the r~pre .. ive policy 
of the Government has faned ..,d that in the interest of peace, 
ioodwill and prosperity, it ia enential that Mahabna Gandhi and 
other politi~l prisoners should be released forthwith." 

The Resolution was carried unanimously. 

President: La1a Sri Ram has been kind enough, as usual, to 
ask you all gentlemen to have lunch with him just outside this hali. 

\ He sent round a circular letter yesterday and had received your 
written undertaking accepting his invitation to have lunch with him 
now. We will therefore now adjourn for lunch and meet agaip, at 
2-30 P.III. 

The Conference, then adjourned for lunch to re-assemble at 
2-30 P.III. 



AFl'ERNOON PROCEEDINGS. 

SUNDAY. 16TH APRIL, 1933. 

The Annual Session reassembled at 2"30 P.M. after lunch, the 
President, Mr. Walchand Hirachand presiding. 

President: I now call upon Mr. Nalini Ranjan Sarker to, move 
the Resolution on the White Paper. 

WHITE PAPER. 

"(1) The Federation having carefully ICJ'Utinised the pro
'poala for Indian constitutional refonna as embodied in the 
Wbit. Paper is of opinion that the oame are not only in direct 
breach of the solemn promises of conferring a co;"titution on 
India on the lines of the Dominions mad. on behalf of His 
Majesty'. Government by the British Ministers from time to time 
but are definitely reactionary and retrograde and fall far short 
of even the modest aspirations of the country and make the con
ferment of Dominion Status recede into a remote future. 

(2) The Federation is convinced that the Constitution as 
outlined in the White Paper Buffers from serious structural defects 
calculated to bring about frequent breakdowns or deadlock. and 
that unless several of the propo..... are materially altered, the 

. smooth working of the Refonna will be impracticable. The 
Federation is apprehensive that the sebeme, unless modified, will 
result in creating such forces in the country as would not only 
undermine the economic and political life of India but abo recoa 
to the detriment of Great Britain. 

(3 ) For .these reasons the proposed constitution is unaccept
able to the country. The Federation, therefore, appeals to His 
Majesty's Government to desist from any attempt to impose it 
on India in its present form and to explore, without any further 
delay, the pOllibilities of altering the oame so as to command 
the consent and co-operation of the people of this country." 

Mr. Nalini R,anjan Saxker (Bengal National Chamber of Com
merce, Calcutta): 
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:Mr. Chairman and Brother Delegates: I formally move the 
n.esol'ttion oli'the White Paper, which has already been circulated 
to you. The White Paper proposals have by now been before the 
country for about a. month and you all know how these have been 
subjected to a most strenuous criticism by all sections of the Indian 
public and almost universally condemned. ' I would not take much 
Qf your time by, undertaking an examination of their implications 
in ... detaiJ: arid lihall refer only to some broad and important issues. 

, Theproposais, as you will see; bear an unmistakable proof of what 
has . been regarded to be "an unbridgable chasm between two conflict
ing loyalties, the loyalty of India to her idea of self-Government 
and the loyalty of the British administration to its conception of 
'Crust." .' The !=Ountry has been agitating and persistently putting 
f~~an'f" its claims to political advance with a view to acquire a 
~ater degree of control for the nationals over her own Govern
'ment. The significance of the claim as well as the manner in which 
it could be satisfied were quite well known to the British Com
mittees and Commissioners professedly been appointed in the past 
to devise means by which the desired transfer of control was to be 
effected. The same object alone could have justified the Round Table 
Conference. Yet, what do we find to be the position to-day'? 

A section of India has been wanting independence, even the 
most moderate of moderates asked for nothing leSs than Dominion 
Status, subject to minimum safeguards enforceable in a transition 
tleriod of limited duration. 

The emphasis was on Dominion Status and safeguards came in 
the picture only as a transitory, trivial, temporary item. 

At the end of First R. T. C. the Prime Minister made the 
, following declaration:-

"The view of His Majesty's Government is that responsibility for the 
Government of India should be placed upon Legislatu .... , Central and Pr0-
vincial. with such provisions as may be necessary to guarantee during a 
period of transition, the ohservance of certain obligations and to meet other 
specl,al circumstances, and also with suoh guarantee. as are required by the 
MiDoritie. to protect their political liberti.. and rights. 

In .uoh statutory safeguards as may be made fM meeting the need. of 
the transitional period, it will be a primary concern of Hi. Majesty's Govern
ment tu· see that the reserved powers are so framed and exercised as not to 
prejudice the advance of India through the new constitution to fnO respan
sihi\ity 1M her Government." 
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It is to be noted that the policy stated above was reaffir-med 
by the Prime Minister, even after the Conservatives came in power, 
at the close of the Second Round Table Conference and that it 
was endorsed by the Parliament in December 1931 after a historic 
debate in both houses. Even after his appointment as Minister of. 
Education Lord Irwin once again affirmed his adherence to the pur
suit of "a policy designed to confer on the Federation of India 
responsibility for the management of its own affairs, subject during 
the period of transition to such safeguards as were found essential to 
the interests of India herself". The White Paper also starts with 
a reiteration of this policy but with a most significant alteration that 
the safe-guards were framed not in the interest of India alone as was 
previously conceived and stressed by Lord Irwin, but "in the common 
interests of India and the United Kingdom". And what ~ more, 
the proposals comprised therein do not convey any assurance regard
ing the transitory character of the safeguards, and thereby preclude 
the possibility of India's attaining to the status of a self-governing 
Dominion through automatic disappearance of reservations and safe
guards within a reasonable period of time. Far from conferring in
dependence on India even the phrase "Dominion Status" does not 
occur anywhere in the White ·Paper. On studying the safeguards 
provided I am convinced and cannot resist the conclusion that they 
are not transitional and may indeed be of such a fundamental and 
permanent character as to justify the avoidance of the mention of the 
goal of Dominion Status. Here, there, everywhere, in page after 
page, para after para, it is all safeguards, reservations, restrictions, 

'qualifications, limitations etc. etc. I wonder how such a scheme 
saddled with so many restrictions would work at all. What are you 
to think of a Railway engine constructed for the negotiating of 
western Ghats, if it is to have but 100 horse power, while 100 

different styles of effective brakes are provided? Will the train ever 
reach the destination? No, it won't even start. The White Paper 
constitution-made of all brakes and no power-will not take us to 
the destination of Dominion Status. 

It is not difficult to foresee that the scheme of Government 
envisaged by the White Paper will not remove the instability of 
political conditions in India,-far less would it satisfy tJle people 
of the .country .. Indeed, ther contain the germs of deadlocks and 
breakdown as not only being based on intolerable safeguards but 
also on some. other principles which are calculated to beget distrust 
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•• ed conflict. The renewed lease given to communal representation, 
the excess of weightage given to the representation of Indian States 
in the Legislative Organs at the Centre threaten real dangers of dis
cord which will undoubtedly militate against the efficiency of the 
scheme of ministerial government. In any case the extreme limita" 
tion of powers and resources allotted to the Ministers will always 
remain a most potent factor to drive the scheme to a complete failure. 
This point is of vital concern to the country and I would refer to 
some of its implications. 

As I have said, the financial proposals in the White Paper 
impose serious restrictions upon the future responsible Finance 
Minister and the Legislature and constitute severe and effective 
curtailment of their powers. The Governor-General has been 
inv";;ted with full and complete powers for the administration of 
what are called "the Reserved Departments" on his sole respons
ibility. Evidently the5ll powers imply that the Governor-General 
will exercise them in responsibility to His Majesty's Government and 
the Parliament and will decide what sums of money the military 
department should have, and the Finance Minister's duty would 
merely consist in finding them and the Legislature will not even be 
required to vote on them. Besides, there. are subjects which are 
considered to be 'matters of the Governor General's "Specisl 
Responsibility" and the financial proposals made in regard to their 
discharge are not subject to the vote of the Legislature. There 
are again proposals for the appropriation of revenues relating to 
certain other heads of expenditure which will not be submitted to 
the vote of either chamber of the Legislature, but will merely be 
open to discussion. Not even these exhaust the list of powers that 
are proposed to be taken out of the control of the Indian Legislature, 
for it is also provided that if the appropriations made by the Ministers 
appear insu1licient to the Governor-General to discharge his special 
responsibilities, he can append "additional proposals for appropria
tion" to the Budget, and whether they relate to voteable .or non
voteable h~ds of expenditure, the Legislature will not be required 
to vote upon them. And, as if these extraordinary .powers are 
insu1licient to maintain the practical supremacy 'of the Governor
General in matters financial, it has been further proposed that at 
the time when the appropriations are finally submitted to him for 
authentication after the legislature . has voted, he can, if he thinks 
it necessary, for the discharge oJ the special respoll$ibilities, restore 
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lIny cut ~t may have made even, in the votable grants. I wonder 
if any more serious inroads of the Governor-General could be devised 
to render the powers of the representatives of the people completely 
ineffective. Indeed the proposals are so drastic and thorough going 
that as far as the nation's Budget of Expenditure and the tax pro
posals are concerned, the Minister, who is described as "responsible" " 
is reduced to a mere financial shadow. His will be in a most 
unenviable position in a scheme of Government in which the Finance 
Minister will hold his portfolio in responsibility to the Legislature 
but will have no opportunity to command the support of his 
~olleagues whose political pledges to their respective constituents he 
would not be able to satisfy, on account of the extreme limitations 
of his financial resources. 

I would now invite your attention to some proposals relating to 
certain specific subiects. 

It is proposed as a condition precedent to the transfer of finan
cial control to a Federal Minister, that a Reserve Bank, free from 
political influence of legislature must be set up by Indian legislation 
and shal1 be in successful working order. The nature of the 
propO\ied bank its constitution and functions are not mentioned in 

, the White Paper and are still matters of speculation. The question 
of the eStablishment of the Bank has been invested with a new 
significance which is markedly different from the original conception 
of the Bank at the first R. T. C. New implications have been 
discovered since the question was discussed and settled by the first 
Federal Structure Committee which endorsed the proposals subiect 
only to the condition that it should be started initial1y with sufficient 
,gold and sterling reserves. But the form in which the proposals have 
nnany emerged out of the third Round Table Conference and has 

• be~it ;embodied in the White Paper reveals that it has been hedged 
ip. by so many conditions as may easily rouse serious misgivings. The 
statement in the White Paper that the Bank shal1 be immune from 
al~ 'political influence' sounds ominous as the policy designed to 
carry it into actual practice may have the effect of virtually keeping 
the Bank out of 'national influence' as wel1. HOVl(ever, in view ,Qf 
the uncertainty which hIlS been introduced by the conditions imposed 
on its establishment, the proposal in the present form as making 
the Bank a pre-requisite of the inauguration of the Federation must 
be deemed completely unacceptable and we must also make it clear 
that no scheme will be acceptable to India unless it contemplates' 
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the constituti~ii of the Bank ht: such a manner as to suit the cutiency 
requirementS of the country. 

Regarding the establishment of the Statutory Railway Board, 
·,i. would not say much as you have already adopted a resolution on 

tne .subject and its various aspects' and implications have been so 
~bly put forward by Mr. Mehta yesterday'. I would ouly refer to 
the fact that the idea of settling up the Board under a Parliamentary 
Act can be no other than taking the acjministration of Railways out 
of the control of the Indian Authority: The proposal of His 

, Majesty's Government in this regard is too much in tune with the' 
demands made by Western Governments for extra-territorial rights 
over national railways in Eastern countries to support the pre
sumption. 

As regards services there is one significant implication of the 
proposals which must not escape our notice. It wouid have been 
at least well understood if the proposals for protecting the interests 
. of the services by reserving the control to the Secretary of State was 
designed for the benefit of existing incumbents alone. But it assumes 
an altogether different meaning if for this reason the Secretary' of 
State reserved to himself the right to dictate the number of men 
he will send out to India and to specify the posts he would reserve fo~ 
them. This is, what has been called, a protection with vengeance. 
Why this fetish of a protection when it is not uncommon to find 
foreigners excepting holders of services in India without any statu-
tory protection. ' 

Although the vexed question of commercial discrimination has 
been discussed by either side with considerable animation, you 1rill' 

" allow me to make a brief reference to it. '.,'" 

I believe that every nation has the right to discriminate in' the 
furtherance 01 its own interests, subject, of course, to treaty rights 
openly negotiated and freely and willingly acknowledged. This right 
is inherent in nationhood. Its very necessity for the sake of the 
nillion's safety and continued free existence is its greatest justifica
tion. Our meaning has been illustrated on so many occasions, that 
it is not necessary to repeat it here. Although India must have this 
right, we also realise that in view of the long-standing econotnic 
relation between India and England and extensive BritWt interests 
'm this country, its interpretation and applicatioll would require great 

• 
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care and consideration.. We have made our intentions' so .clear .on 
so many occasions, that there cannot be any possibility of misunder
standjng them. We have never expressed any desire to expropriate 
or confiscate the rights or properties of foreigners; but we feel 'that· 
like all countries whose advancement has not been commensur$te 
with either their economic resources or their. industrial possibilities, 
the right to take every possible step necessary for economic develop· 
ment is our only effective guarantee of progress. Subject to this 
unquestionable right, we may assure Britain that she will haye no 
cause to apprehend interference with her just interests. 

At the same time I realise only too strongly that 'under the 
unfortunate circumstances under which we find ourselves today and 
in view of the strong and, not infrequently, unreasonable and 
uncompromising feelings that are being roused. in England, the dis
position to understand and appreciate the Indian point of view is 
today sadly' absent. This is nowhere more clearly evident than in 
Proposals 122 to 124 of the White Paper. The principle enunciated. 
in these appears to be so fundamentally different from the position 
taken by the First Conference that it has made the practical approach 
to asolutiou of the problem more distant than ever. The claim of 
British interests in India, for instance, that bounties and subsidies 
voted out of the Indian tax-payers' money should be available to 
all 'foreign firms and individuals engaged in a particular trade or 
industry at the time of the enactment authorising the bounties or 
subsidies has never struck me as either reasonable or fair. If such 
a claim were allowed what chances can there be for the development. 
of India's resources with Indian capital and enterprise? 

In this connection it is also noteworthy that the general attitude 
,of the British people towards commercial discrimination appears to 
have stiffened since the First Conference.·Whereas "the principle 
of equality of treatment" was emphasised then, the Third 
Conference decided that "the guiding principle 'should be, one of 
reciprocity". The term "reciprocity" has an appearance of fairness, 
but the real test of "reciprocity" is not the mere mutual granting of 
it between two countries I;mt the amount and extent of the advantages' 
that each one of them is in a position to derive from it. It is clear 
that England will get a lot and India practically nothing unde1' 
existing conditions. Reciprocity without equality of advantages 
derived from it is highly deceptive. Neither is the definition of , 

• 



.;~ptoci~, !'thatno British subject dOmiciledin~~lUnited'Kingdom 
1i.nd no company 'regis~red in the'l]nited Kingdom should~e'sub;eGt 
t~ any disabilitieS to which British subjects domicil.ed.in India lOr 

'Companies registered in India are not subject in the United King
dom"" quite acceptable to 'Inman commerci8.1 opinion. In these 
matters ,th~ wdrking of the principle under existing circumstances 
and the' relative strength of the contracting parties 'are very' often 'elf 
greater 'consequence 'than the enunciation of ' the principle Itself. '1f, 
"iecip~ocity" as the basis of 'safeguard is 'to, be accepted in 'the 
~ntereSt of India it must be defined as fo!1ows ; that "BritiSh subjects 

I([onuciled in India or companies registered in India may be subject 
" jh:.the United ,Kingdom" to any disabilities that British subjeCts domi-

ciled in the United Kingdom or companies registered' in the United 
"Kingdom'may be subject to in India. !w.y other formula as 'the 
basis of reciprocity would be but high-sounding terms signifying 

n?~. 

gven if the theoretical justification of safeguards were adMissible 
when they, are wrenched from a weaker nation in violation' of its 
supreme rights they run the danger of becomingvalue1ess "and 

'9.ef,eating their very purpose, To, be permanent and effeetive .they 
must be freely acknowledged by both sides. Paper '!safeguards" 
lead only to trouble, and those that are forced upon an unwilling 
'nation will never endure. ,If Britain 'will only look round 'the world 

• ~1;Ie~wi11 realise of what 'little use paper "safeguards" . are agalnst'the 
~"united .voice ot even weak but determined nations, when such 

'?'safegl1ards" have 'been 'poisoned lilt .the source anti ~haYe worked to 
',the detriment of a country's'wcll-being1II1t1,pl'O'gress. 

·'· .. "·01 hope I have said enough to Show how 'the IWhite'Paper "p-ro
, posals are calculated to impose dangerous shackles ol:J. 'the feet -of 
'India. But I wonder how thesecou1d have 'been framed 'by His 
, Majesty's Government even if they 'were guided by therr own 

interest. I confess that 1 cannot understand how it 'can 'be 'to 'the 
interest of Britain and especially of British. trade that His MajeSty's 
Government should do all that is possible to make 'India politically 

, di,;rolltented a~d economically impotent. WoUld not rather B libenil. 
and friendly response to the political aspirations' of her people create , 
• peaceful and economically prosperous India, such as ""oUld have 

':been 'of great advantage to Britain herself. as 'her imp<lrblnce 'anil 
. :atatus In international 'trade and 'finance are largely dependent on 

15 
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her relatlon with India? The truth of this very significant fact 
appears to me to be of such axiomatic character as not to call for any 
detailed exposition. 

To me it has been a matter of surprise that the Britishers, 
generally so shrewd and calculating, where their own pocket is 
affect~d, have not yet learnt to recognise that this attitude of 
enlightened self-interest demands the satisfaction without delay or 
hesitation of the nationwide aspiration in India, for that constitution 
which will make Indiit great, growing in politics and economics. 

The Mont-ford Reforms contemplated progress at the end of ten 
years. At the end of fifteen years, the hand of the clock is actually 
being put back. At the time of the Mont-ford Reforms, the intention 
was that the next instalment would be the final and conclusive 
instalment of full anll complete self-government. And as we rise 
from a perusal of the White Paper, we cannot avoid the thought that 
this is a complete instalment of full and effective safeguards. 

On the pretext of enquiry and consultation, in the name of 
manifold Committees and Commissions and Conferences, all that has 
been done is that the little that India had, has been taken away, and 
to the much which Britain enjoyed in India, more has been added. 

With these words, I place this Resolution before you for yo~r 
acceptance. (Loud applause). 

Mr. Ebrahim G. Currimbhoy (Indian Merchants' Chamber, 
Bombay): I beg to second the proposition moved by Mr. Sarker. 
Mr.' President has really sprung on me a suprise in asking me to 
second this resolution, for which I was myself quite unprepared. 
Sir, the constitution as embodied in the White Paper is hedged round 
by so many safegnards that it really shows a lack of confidence in 
us, and it is very doubtful whether the new constitution will be an 
advance on the present one. A great deal will depend upon how the 
powers vested in the Governor-General and the Governors would be 
exercised. Then the picture is also now far from complete. We do 
not know yet on what terms the Prina,s would come into the 
Federation and how the difficulties in connection with the establish
ment of the Reserve Bank will be got over. There are other unaccept
able features in the White Paper which have been dilated upon by 
Mr. Sarker and r need not go over them again. One thing I should 
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like to mention and that is that at the present stage we will be doing 
very useful work in sending out a small delegation of the Federation 
to appear. before the Joint Select Committee as witnesses. My 
friend, Mr. Setalvad, this morning promised to second any resolution 
that I would move on those lines. I do not know whether you 
would allow me to move any such amendment and whether it would 
be in order? 

President: Mr. V. K. Chtitty, Southeni. India Chamber. 

A Delegate: Mr. President, before the speaker begins his 
speech, may I sugg~t that written speeches be taken as read? 

Mr. K. Santanam: Mr. President, it would, I suggest, be a 
saving of the time of the House if aften the resolution has been moved 
and seconded any proposed amendments are allowed to be moved so 
that all the subsequent speakers might be able to speak on them, and 
that is the usual procedure. 

President: So far no amendments .have been sent in. If you 
are suggesting one, will you kindly let me have it? In the mean
time, will Mr. Chetty proceed ? 

Mr. A. D. Shroff: On a point of procedure, I just want to ask, 
whether it is not the accepted practice of all bodies of this character 
that an amendment to a proposition can be moved at any stage of. 
the discussion. I fail to understand why you refuse to give a ruling 
on this question though it· has been raised today for the fourth 
time during the past two days. It is an accepted principle of all 

.deliberative bodies that an amendment can be moved at any stage 
of the discussion. I want a definite ruling whether you are going 
to bar the adoption of this practice. 

President: Amendments will of course be accepted but I 
desire Mr. Santanam first to hand. me his amendment. Will those 
gentlemen who propose to move amendments please send them in 1: 
In the meantime as soon as Mr. Chetty has finished, I will return 
the amendments to the gentlemen that propose moving them. 

Mr. V. K. Chetty (Southern India Chamber of Commerce, 
Madras) : 

Mr. President and Brother Delegates, 



I: wish. to say only a few owrds in support of this Resolution. 
When the Mont-ford Reforms were introduced in 1921 it was expected 
that in· another 10 years after a formal inquiry full responsible 
Government on dominion. lines. would be established. Since then 
commissions- and' committees have sat, a series of conferences were 
heIdi Each .Report· was· drawn· up so as to .water· down the proposals 
of the previous .Report, and considering the conditions precedent that 
have been prescribed in the White Paper, there appears to be no 
chance of the new constitution coming into its stride at any early 
date. After each stage in. these protracted proceedings: the 
manoevreS of one and aU of the rep'resentatives -of the British parties 
have been designed as to how best to clog the wheels of the future 
~nstitution' Powers. are· now, to· pass from a packed Assembly to 
",. single. individual in the person: of the Governor or the Governor 
General; and' in. order,. that he· may. have. ample opportunities .?f 
"""eccising' his extraordinary· powers, a number· of periodical break
downs have been devised so as to bring the juggler into play. The 
services are set up against the responsible Ministers. The Financial 
Adviser is set up against the responsible Finance Minister. The Rail
way Board is set up against the Minister of Communications. Whole 
departments like Foreign affairs, Army and the Church are taken out' 
of. the effective purview of the legislature. Some sections of the' 
population are heavily weighted against the others for repres~ntation' 
in the legislature. While decrying discrimination. at the top of their 
voice, the. British statesmen are going to perpetuate the inequalities 
ot representation of Indian Commerce and Industry as against 
Eu.ropean commerce. and industry. In my province of Madras, the 
Southern India Chamber of Commerce. has 435 members scattered 
over· the. whole Ilresidency. with a., number of affiliated associations 
and chambers, and yet it is given only. one seat in the future Madras 
Legislative Assembly, while the European Chamber consisting only 
of 50 men-bers is givell' two seats. and what is called the Madras 
T.ades. Associa.tion consisting of II shop-keepers. in Mount Road 
is .givM' another seat. It does not lie in the mouth of the British 
Governwellt to say in the face of such inequalities and preposterous 
discrimination that Indians are out· to browbeat Europeans. Let 
there be equality between the two sections of commerce and let them 
not remain perpetually suspicious of and hostile to each other. In 
the future constitution many more problems will require to be tackled 
by joint and concerted action and let not the Indian Government Act 



( 'f17 ) 

of I934 put them down' eternally into oppo.$ite ~ps. Sir, I, 
therefore heartily support the Resolution. 

President: Mr. Santanam,. will you please now move' your 
amendment? 

Mr. Santanam (Indian Life Assural1ce Offices Association, 
Bombay): Sir, there would seem to have been an undue excitement 
over my proposed amendment and when I. read it, ~ think the Butter. 
in the dovecotes will be found to have been unjustified. The amend
'ment proposed practically adopts the first paragraph of the Resolu
tion, with a slight modification. The resolution will now as I propose 
run like this: 

''The Federation, baving c:arefuIly acrutinUed the propoaala 
for Indlan conatitutional reforma as embodied in tbe White 

. Paper. ia of opinion that the aame are not only definitely reac
tionary and retrograde and fall far abort of even tbe legitimate. 
aspirationa of the country but they are in direct breach of the 
aolemn- promiaea of- conferring a. coaatitutioD OR Ind .. oai the 
linea of the Dominions.made OR bebaIf of Hia Maje.ty' •. ~. 
ment by the Britiab, Miniat_ from tim. to, time.." 

You wfll see that I have changed the words 'modest aspirations' 
into 'legitimate aspirations' and I have cut out the words 'and make 
the conferment of dominion status recede into a remote future.' Then 
I propose to omit the second and the third paragraphs of the original 
Resolution and instead of that I wish to substitute the paragraph 
which reads as follows: 

''Tbia meeting ia abo atrongly of opinion- that· tile· proper
conaideration of the White Paper cannot be obtained under the 
preaent c:ircumatancea wben the freedom of apeecb and. of the 
Pre. ia generally denied, and the Congreaa, wbich ia the Iar&eat 
political organiZation in the country, contin_ to be auppreaaed. 
Tbia _ling therefon believea that no aaefuI P .......... will .... 
aerved by participation in the conaideration of the· _tmm-l 
cbangea _au and unill full political h'berty ia redored to every. 

aection of the population and _urea are taken to enaare c0-

operation .and that any attempt to tbrnat on th. country a conati
tution wbich may be _cceptable to ita people will. inatead of 
allayinc th. preaent diacontent, in~ it atill farther and will 
-- th. -titution. whale_ it m&J' be, altogether anwarlrabl .... 
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Mr. B. Das: Sir, may I rise to a point of order? The portion 
in which he alludes to our participating does not arise. The original 
Resolution covers our views on the White Paper and _ the amendment 
suggests that nobody should participate. Whom are we asking to 
participate? 

Mr. Santanam: After I have explained my position- probably 
Mr. Das will be in a position to raise his point of order better later on_ 
In the thing that- I read I have in the second clause after the words 
"freedom of speech" added the words "freedom of press." 

President: Let us see if there are any more amendments. In 
the meantime I will have some copies of this typed so that the 
delegates will be able to follow your speech better. In the meantime 
if there are any other amendments they can be put in and read. 

Mr. Ebrahim G. Currimbhoy has tabled the following rider to 
b& added to the original resolution: 

"And 10 the Federation propo_ to send ita delegates to 
participate in the deliberatiolUl of the Joint Selec:t Committee 
with a view to getting it altered anitably to the Indiana' 
aspiration.... -

Sardar Bahadur Sardar Sobha Singh has submitted the following 
. to be added to the original resolution: 

"The Federation decide to send a amall delegation to appear 
as wibtes_ before the Joint Select Committee and to do 
necessary propaganda in Great Britain in the interest of the 
commercial commnmty." 

Lala Padampat Singhania has submitted that the following be 
added at the end: 

"And this Federation is of opinion that individuals should 
have freedom to take stepa to get the proposed conatitution 
suitably. amended." 

. {The House adjourned the discussion for some time to allow 
copies of all the amendments to be made for the nse of the delegates.} 

Mr. A. R. Siddiqi: May I know,· Sir, if this House is in 
session? . Is that the Executive Committee sitting there? I feel 
that we are b~ng unfairly treated and I appeal to you to protect' 
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out rights: we cannot be treated as if we were mere straw here: 
we have come at the expenditure of time as well as of money and 
I do resent this sort of treatment of the member.; of the House. 

President: I am sony that instead of five minutes that I 
thought we would take in discussing and trying to arrive at a solution 
if possible it has taken somewhat more: and I am afraid it might 
take a little more. but it is worth it. 

It is a very important point affecting the future constitution 
of India. It does require fuller consideration in order to meet 
all view points. A number of amendments have come in so far. 
and therefore the time speut on trying to meet as many view 
points as possible and at the same time without showing any 
differences or weakness will be well spent. If. however. you think 
that in the meantime when these group talks are going on we might 
proceed with the other resolutions which are much less controversial. 
we might do it ; I have no objectiou. Pending further group dis
cussious. let us take Resolution No. IS telating to the World 
Economic Conference. . 

Mr. B. Das: May I suggest that the Chair should kindly ask 
.if there are any amendments to this Resolution also? 

President: Are there any amendments to the Resolution relating 
to the World Economic Conference? We are deferring consideration 

.. of Resolution No. 4 on the White Paper to allow more time for 
further group discussions. In the meantime we will take up Resolu
tion No. IS relating to the World Economic Conference. 

WORLD ECONOMIC CONFERENCE. 

"(.) nu. Fecleratioa • 01 opinioa that India ahoaId be 
...-ted at the WOI'Id Ecoaomic eom-c.. oaIy by lDdiaDa 
eDjoyiDg the ~ 01 the IDdiaa COIIIIIIIOn:iaI COIIIIIlaDity. 

(b) Tbia Fed_tioa argea that OR behalf 01 India the point 
that ahoaId be aIreued .t the aid c.,;."aenc:e • that ia order 
to rebabD.itate the ~ po_ aDd ec:oaomic *"'"'lIth 01 the 
_it .-.,. 

(0 to take immediate .tepa far inc:naaiq the prices 01 
~ iIl.--l aDd ~ 01 qricaIt.aI 
procIacIa wiIbha the _by; 



(ii) that the Currency and 'Exchange policy of India 
should be regulated with the above end in view; 

(iii) that India should have the fulle;t liberty to become 
self.subsistent as regards'all articles needed for the 
consumption of the masa... and to develop all 
industries that can' be developed in the conditions, 
of India and thereby solve the problem of un~ 

,employment and under-employment in the country. 

(c) The Federation is emphatically of opinion that in deter. 
mining any scheme regarding organisation and production, the 

,said Conference should not treat countries backward in economic 
,development on a par with the more advanced ones and should 
not, recommend indiscriminately the same kind of restrictions on 
all -countries generally but leave· special scope for the develop.. . 
ment of the leas advanced .countries, particularly of those like 
,India whose industrial organisations are 'not dependent ':on 
external markets." 

Mr. D. P. Khaitan (Indian Chamber of Commerce, Calcutta) 
.in moving Resolution 'No" IS said:-

Sir, I beg to move the 15th Resolution on the Agenda. As it 
,has been circulated, it is not necessary for me to read it over again,,, 
As you all know, gentlemen, for some time past a proposal has been. _ 

.'mooted and accepted by several countries in the world that a world 
economic conference should be called for the purpose of solving the 
difficulties that have overcome the world and have resulted in the, 
trade depression which exists in the universe. For'that purpose, as 
I have no doubt you are further aware, a set of experts were asked 
to sit down and prepare an annotated agenda for the World Economic' 
Conference, 'That annotated agenda is now available to everybody, 
and I hope that several Members of this House have carefully gone 
through the same, This is not the first time that a World Economic 
Conference is going to be-called for the pnrpose of solving the many 
'difficulties that exist. Previous conferences, as you all know, have 
met and passed resolutions, but with little effect for the b~tter on 
the condition of the world, and it is quite possible that, although 
much advertisement has been made in regard to the next, World 
Economic conference and much hopes have been built up in the 
minds of the PeQple in various countries that as a result of the next 
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cilitference more pros\Jerous condtioDS will ~e into exiStence; it is 
'qUite' possible tIlat the result of the next 'world "economic conference' 
may follow the fate of \he previous sister conferences. In order to. 
cqb.'\ider the proposals 'that" have been put forward by the body of 
experts that prepared the annotated agenda, it is desirable 'that we 
shonld: Visualise to ourselves lor a short time the cfrcumstanceil tha\ 
eXiSt in the world and also the interest ot india In regard to the 
vital questions that will come up for consideration. buring the w.d
liIany Of the highly industrialised coUntries eonld no~ go On p_ 
dueing the goods that they were accustomed to produce tor expOrt 
to ~OU!l countries and on which their economic prospenly dependea. 

. As Ii result thereof, and on account of !:he famine ot goods 
tht. prevailed many countries were enCoUraged to ~l up new' 
,Jnditsbies for the purpose not only of supplying their own tequire
iiteittll'but also of other countries that did not set up siiniiar melns.. 
\ties. After the war matiy countries who had money to sPare, lent 
mOney to those other co~ntries and further encouraged them lo 
'I!Stabtish hew industries. When, however, the war came in an I!M 
ahd the belligerant countries tried to i-e-adjust themse1vt$ to \hell- . 
former eonditiollS, they also began to produce goods as Ii resnli: of 

• which price depression became the order tif the day iii the woriel. 
As a i'esult agam of the fall in prices, I:Urrencles began lo he defiated 
in allnost all countries and debtor countrieS being' nilable td pay 
,;,fl. their debts be~11 to export gold to a few select countries. 'fbI! 
~t nmt" ill that those highly indnstrialised countrieS, thoSe coUnttleii 
which were highly industrialised before the war, find it extremely 
difficuU to export their goods to their previous markets, and the 
newly IndllStrialised countries on acconnt of the depression t1uii pre
Vails are not able to make both ends meet and find It very c1ifIictiti 
tti carry on their newly started indllStries. While an this Is gomi 
«m, nnemployment goes on increasing, and as unemployment gOeS 
on increasing, consumption goes on further decreasing till we have 
reached a state of tondition that while goOdj; go on rotting in· one 
Part of the country, other ~ple go on ~rvini and remaining 
naked in other parts of the countries or other countries of the -WOrld. 
II. solution has therefore to be found whereby this difficulty may ceaSe 

to exist. But where we look at the annotated ~da, we find. that 
the eXpertS have made as their thesis a doctrine which is to be 
~d lit page 6 of thlit a~tated a..~da. It sayS :-"Freeintet
national to-operation has given place to compleX uc1 harassing 

16 
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regulations designed to safeguard national interests. If a full and 
'durable recovery is to be effected, these prevailing conflicts 'of 
nationalism must be dissolved." It is this passage in the draft 
annotated agenda which has been made the thesis of the suggestions 
t~at the experts have put forward before the world for consideration 
at the next world economic c~ference. Gentlemen, you are all 
aware as to what happened at the previous world economic con
ference. What happened? Representatives went from different 
countries to that conference with a mandate from each country that 
they should see to it that other countries bought her goods. It is 
in this spirit that the delegates went to the conference, ate perhaps 
lunches and dinners and embraced each other and thought that a 
chemical combination of the various delegates had resulted, and there 
they all expressed the opinion that trade barriers should be removed, 
exchange restrictions ought to be removed and every possible step 
should be taken so that every other country should stop manufactur
ing goods and should take the goods of the country whose delegates 
were advocating such a policy. It was not, however, a chemical 
combination but only a mechanical mixture. And when the magnet 
at home re-attracted those delegates back to their respective countries 
·what they found was that, so far as the individual country was 
concerned, It was very necessary that the trade barriers should not' 
ouly be continued but they should be further increased in order that 
her industries should not go to rack and ruin, but should further 
extend so that each country may so far as possible be not only self
subsistent but be able to export goods to other countries, and I feel 
that the same fate is going to attend the next session of the world 
economic conferl'nce if a similar attitude is going to be taken up by 
the delegates that go there. In such circumstances it is very neces
s~ry to see that Indian interests are not sacrificed to the interest of 
any other· country. I say this especially in view of the fact that 
India. has not yet got freedom to work out her own salvation but is 
still in the political grips of another country. If you want to have 
any idea as to how the interests of India are going to be looked after 
it will be sufficient for me to draw your attention to the fact that in 
the body of experts Sir Cecil Kisch, Financial Adviser to the India 
Office, London, represented India. You can easily imagine therefore 
that unless we see to it that the inter~ts of India shall be looked 
after at. the next sessions of the World Economic Conference by 
Indians who will try to protect the i'terests of India and not even 
indirectly be affected by consideration' of the good or the interests 
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of other countries, we shali probably fuid that In!iia will be made 
a cat's paw as happened in the case of the Ottawa agreement. You 
have seen, gentlemen, how in the case of the Ottawa agreement 
the whole opinion, political and commercial, was absolutely united 
on this that the Ottawa Agreement was not only not beneficial to 
the interests of the country bu~, ras highly deleterious to our 
interests and still the Government managed to get the Ottawa Bill 
passed thrQugh the Assembly. .We cannot therefore rest on the fact 
that after the Resolutions of the World Economic Conference are 
passed, we shall see that unless those· Resolutions are beneficial for 
us they are not accepted by our legislature and are not adopted with 
reference to India. It is necessary that we should be watchful from 
the very beginning and it is therefore that in the first part of the 
Resolution we want to convey that the interests of India should be 
looked after only by Indians enjoying the confidence of the Indian 
commercial community. Then it becomes neCessary to state what it 
is necessary to urge on behalf of India because the World Economic 
Conference cannot but take into account the circumstances prevail
ing in each individual country. The Conference is nothing unless it 
does take into account the stern facts that affect each individual 
country. If it simply goes into theory and forgetS the stern facts 
that prevail, the decisions of the World Economic Conference cannot 
be beneficial to the world as a whole which is essentially composed 
of various units. When we .look at the condition of India, we find 
that our chief defect is that prices of agricultural. commodities have 
so far fallen that agriculturists are not only not able to pay the rent 
to the zamindars or the interest to the mahajans but have got to 
sell gold and silver in order to buy the few necessities with which 
Indians are in the habit of maintaining their life. In such circum' 
stances it is absolutely necessary to see that the prices of agricul~ 
commodities should be raised without any further delay and in fact 
the price of commodities in general should rise in order that India 
may be placed on the road to prosperity, The best way in which 
it can be done is to shape our currency and exchange policy in such a 
manner that the internal prices may rise. In fact the attention of the 
Government should be directed more towards the internal conditions 
of the country rather than towards the stabilisation of the exchange. 
Exchange should be made to serve the interests of the conntry •. The 
country shOUld not be made to serve the exchange. What has 
happened in fact is that India being under the political domination 
of England we have been forced to protect the exchange rather th8J1 
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to Pliotect ~:he inte,ma1.<;onditions oti Dur CDuntry and therefD~e this 
R<lsDlution I;ElCDmmends that the currency and exchange PDlicy 'Ii 
In~ shDuld be regJ$lted. with a view that internal. prices. shoulA 
~. FU!;thennore ill. Drder that the prDblel!l '1£ unemplpyment and 
up.dE!li-emp~oyment 1/lIIY be sDlved. it is necessary that India should 
b~ al~o:we4; 1;0 industl;iali:;e itself. NDthing shDuld be done at the 
'World, Economi<; CDnferenl'e. by which the right of India to fu~theJ; 
iJ;u4lSw"lise ~rself 5'1 as to becDI)le self-subsistent as regards all 
articles needird fDr thl; consumptiDn 'If the masses, and SD that India 
lJ1ay q,ave' th.e funes~ opportQ.nity a)l.d liberty tD develop all industries 
thai; cap, bl' develpped i", the cDnditions of India may: be jeopar,dised.. 
I dP :O.qt tlWJ.J\: that there can be the slightest cDntroversy DVer this 
q»estipn and 1; hDpe y<)u will all agree with me that these conditiDns 
should be made a mandate fDr anybody who represents DU~ country 
"I' thl; World, EcQnpmil; CDnference. Lastly this ResolntWn, recom
melj.P"~ tD. you that t,he EconDmic CDllference shDuld nDt again make 
th!:· 'lli~tllke of. trea#!lg all cDuntries on the ~me level. ner"! life 
Cojlp.t,ri!;S iJI,.4ifI'erent degrees of develDpmfllt. CDuntries, which r,o:quir.e 
dilf~e1lt, ki.n4Jo. of trelltment. Lt is necess~ th!lot t,he highly: iJl,dus, 
tr.i~ed. C;Duntr.ilos shpuld remember that Qther COUlltries whicb.. Mve 
IWW m!ld~ np their. 'l!illd 1;0 industrialiS!l themselves will nDt continue 
to bllY lJIannfac;t:,ured, goods from them. It is necessary that the)' 
SAAu!(j., SD, a4i)l&~ their. production so that they cater mDre fDr the 
ne,e4s of t)tei~.own CDlIlltry rat,h<:r than, rely on Dther cDuntries buying 
their ~p'ufll~t\l~ed.gDo<ls 'Ind therefDr.e it is fundamentally important 
thaj:. t):"l W,Drld EconDmic Conference, shDuld. bear. in mind the 

. c1iffetences that. prevail, in the different, cDuntries especially between. 
highly iml.ustrialised cDuntries and the newly industrialised cDuntries 
ancj, especially in the case 'If CDuntries like Illdia whose industrial. 
DrganisatiDns are npt dependent on external markets. I hDpe gentle-

. men that YDU. will accDrd this ResolutiDn YDur unqualified support. 

Mr. H. P. Bagaria (East India. Jute AssociatiDn, Calcutta): Our 
CDlllltry uIlfDrtunately is. in such a positiDn, that we get in a, full. 
1I\~S!1f'l, spmetimes ev,"Il, in all exaggerated measure all the evi[. 
ip1l.ue!1~eSO~,wDrl4 econDmics Qut w.e do nDt get even.to the slightest 
ex;te.n~1 anY· f"VDUfllbll\ influence. During the War there was, a 
1I\;\gnific;<wt DPPQrtunity befDre this country 'If develDping its indus
tries Q11d. placing its ecot;lDmic positiDn 'In a sound fODting. T~ 
tjnite\l States and Japa!\ took the fullest advantage of the situatiDIl. 
t4\1~1 wp.s. c;reated hy the, War and instead 'If being debtDr CDuntries 
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~y. baYe, traosflOlmecl themselYe9 inw creditol' ClOulltri\!S by taking 
s14i.tab>le 'action. Helre ia. :Endis. we ac:cumulatecl1lremellld~us b>alanees 
iID Llllid_Bi\I: the action G>i the Geyemmen~ oj 1'11dia these balBllces 
willie tirittJ6,r;,o away and! Indi .. did not ge' any ad'Vlintage ilPom' thai! 
pQSitiou. Even, recen~ wl).en Englrmd wen.t .. f!1 the- gold standaFd',. 
tIItis GO)I!Itry has. 1peea made, to- ~ke a ctGlU'se which· wa& exactly 
opposi!be to wha' England: took to. PDOteet its inte~~. When. Eng18nd 
b.edJ " limill 110. 1Ihe maximum. poincJ to which' sterling could: go-, 
lindill fixed; .. limit to the 1o~eJ1 point> M schange bull pu'e no limit 
1IIl. 1Ihe upper Pllinll of exchlll!lge. EnglBnm tried 110. preserve its gold' . 
ltaIa_ . America recently med. to do ill but we are· being told' by
Gur ~'inanc., Member' thall it is oot in· 1Ihe interest of l'Ildior to tamper 
with- $e e"'Ports. of gold~ I am·· ver.y' tWubtful' whether any good' 
wi11: _lilt from. this· Woda Eaonomib- CQllferen<>e. Now, as regardS 
tha qUlIStWn. ofi raising prices, I f.eel that it is uae1es& to e;s:pect any
thing fr,W1, the present Govet1llment. The- _rst of, having· a foreign.' 
govetlDmenll is· that tll.ey are like- soulless· machines. Theil' bodies' are 
hen aud, their. souls are five· tJhol18atl.d; miles fEWSJ.y, andl they .... e· alway!r' 
thinking. of the. days when tJhey will' retire from this country and! 
spel1d. them days. in. peace. in> tt1!lir. Ileveo lllnd\ A!bout> tfuee year9 

back, we calledo a conferenc .. at tJhe- Bengal' National' Chamber of' 
Commerce to. C!Onsidel' the qUestiOD or' relieving the· distress among 
the jute cultivators. of Bengal\ Th .. Finance M'eDlber of at.,. Bengal' 
GoIIemment who. waa. smoking .. costly cigar <losting pemaps twO' 
l\Upees talked glibly 84'ld'said lila. so fat' as he wae-_Ilre'there was·nO' 
economic distress bu·t there _ only scarcity of money. It- is- useless· 
to· expect. anything frein· the preSent Gl:wernment God has endowed' 
Bengal with. 8- magnificen~ monopoly, Jute is a 100 per' cent" moml'
poly of> Bengal. It> is possible by taking suitable actibn to raise the . 
price of· jute to such· a levell as will' bring a fair return to tht; 
cultivator. In spite of: our agitation' the Government has failed' to 
realise the importance· of· this eommodity and'they have done nothing. 
Therefore I think that while we may pass this Resolution we cannot 
expect that any good' will' come out- of it, With these wordlt r second' 
the Resolution. 

Mr; 11.:. D; Shroff (Indian Merchants" Chamber, Bombay), said': 
to· While r entirely endorse everything that has been said by the Mover 
. of this Resolution I may be excused:' if r strike a discordilDt note as 

to the general. trend, of' the, Resolution' OR· a questiOll' like this. 
Raadiug tlUa.Resolution. wllat struck me _ that t:bis.ResolUtiOll hIS. 
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confined itseU to what I may call some sectional interests. I expected 
that a commercial body with the importance of this Federation would 
bring to bear on this question some very weighty and thoughtful 
contribution towards the solution of the questions which have been 
perplexing the different countries of the world. When I heard that· 
the Federation was going to consider the subiect of the World 
Economic Conference I thought there must be some well thought out 
scheme, some well reasoned plan accepted by the Executive Committee 
of the Federation which we would be asked as a Federation to place 
before the world as our contribution towards the solution of this 
knotty problem. I am rather disappointed. I do not blame the 
mover of the resolution for that. Many men much greater than all 
of us here have failed in different parts of the world to find a proper 
solution of the problem. But what I do feel is this, that in a resolu
tion of this character we could have brought in questions like the 
revision of the debt question for instance which very closely affect 
us, a revision of the whole military policy, which has been so vitally 
affecting the well being of the world, and SO on. Questions of this 
character, if they are well reasoned out and put into proper shape 
I think would have gone as some contribution on our part towards 
the solution of this question. I do entirely agree that so far as the 
interests of India are concerned these interests will be well served 
on the lines laid down in the resolution, but when you are out to 
discuss questions of international importance like the World 
Economic Conference, a question which raises for instance the main 
issue of the future position and status of silver in the world, 
I expected that this Federation would say something which would 
carry some weight in the deliberations that would take place in the 
World Economic Conference as a well-reasoned contribution from the 
commercial community of India. I hope my remarks will be taken 
in the right spirit by the mover of the resolution as well as by the 
Executive Committee. Sir, I cannot help feeling that all this comes 
out of the faulty organization of this Federation so that the Execu
tive Committee meets at the eleventh hour and rushes through 
resolutions of this character without finding the necessary time to 
put these resolutioll!l into proper shape and form. If the Executive 
Committee could afford to meet a little earlier than the eleventh hour, 
I am sure such bali<ooked and ill-conceived resolutions would not 
be placed before us for our consideration. 

Mr. Chunilal B. Mehta (Bombay Bullion Exchange, Bombay): 
Sir, if any country in the world has done the greatest services 
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towards relieving the present world trade depression, it is India by 
exporting gold to the eItent of no crores, and it bas been admitted· 
and accepted by the world economists as well as by our Finance 
Minister, Sir George Schuster. Gentlemen, the World Economic 
Conference was to meet perhaps last year or before that time, but 
from time to time it was postponed for one consideration or another 
because the diIIerent delegates of the diIIerent countries did not 
come to certain unanimous opinions. We all know that Great 
Britain totally refused to co~e on to the gold standard nn1ess and 
until the war debt question was settled. On the other hand we also 
know that America always insisted that before the World Economic 
Conference, there should be an arrangement that Great Britain should 
come on to the gold standard and after that the other conntries of 
the world also should come on to the gold standard. There were 
other questions also such as disarmament, Tari1fs & etc. The posi
tion of India is entirely awkward and unbearable. We have been 
tied down by the Ottawa Agreement and we have no free scope to 
negotiate with the other countries of the world. Onr tari1f walls 
are fixed by the British Government according to the Ottawa Agree
ment on the one hand while Great Britain herself is negotiating with 
diIIerent countries of Europe as well as with other countries of . the 
world such as Denmark, Sweden, Norway, the Argentine for trade 
agreements: and if I forget not, what might be called the Commerce 
Member in the British Parliament, Sir Cunliffe Lister, said that they 
are negotiating with 20 countries to come to a trade agreement for 
the relief of the trade depression. Sir, on the one hand our own 
hands are tied down by the Ottawa Agreement, on the other hand, 
Britain, which has come to an agreement with us over the tari1f 
preferences, is now negotiating trade treaties with other 20 countries 

. to whom it is quite possible that she would give some preferential. 
treatment in exchange for British goods while we would remain 
without any preference from those countries I At present we all 
know that the Prime Minister has gone to Washington especially 
for this purpose. Before his going there we also knew that the 
British Ambassador had a number of interviews with the Home 
Secretary ia America as well as with President Roosevelt and it 
seems that they have prepared a certain ground so as to come to an 
arrangement between themselves. and after having prepared that 
ground they are now to give the final seal perhaps and that is probably 
why the Prime Minister is going. We all know that iust about two 
months ago the Prime Minister was to go to America but at that time 



( U5') 

it was suddenly dropped. We did not know why it was dropped'. Now 
he is actually going and it is ~ that Britain and America 'among , 
themselves must have come to certain specific arrangements on which 
they will start negotiations at the Wodd Economic Conference. We 
'all know that it is meeting on the 1St of June. Generally; the funda
mentals are always agreed behind the c:urtain. The main principles 
are always fixed up and settled beforehand and then people go to 
the big meetings just to make some big speeches and so on and then 
they Sl!y that the Conference was very successful. We all know that' 
there 'is: now a long line of negotiations between different countries 
going on. But, alas, in all these negotiations India has no part 
whatsoever, and, therefore, it is quite possible that the claims of 
India will be entirely overlooked at the World Economic Conference 
as they themselves are so much entangled and would like to free 
themselVes from the present position: In these circ:umstances it Is 
very necessary to bring forward some constructive proposals also. 
We have said that the purchasing power of the masses should be 
raised and that the raw commodity prices should be raised. Every 
country of the world-America, England, Germany-joins in the 
chorus that the raw commodity prices should be raised. Now 
gentlemen, at least in India it used to be supposed to be Ii good time 
when the prices were cheap so that poor man could buy evetything. 
But now when the prices are very very cheap, we think that the 
times are very bad. How is that? The reasons are these, that the 
raw commodity prices have declilled tremendously but the prices of 
manufactured articles have not declined and the labou~ wages are not 
declining, and therefore there is all this trouble. . If the wages 
decline along with the decline in commodity prices, then we would 
not feel so much depression and distress as we feel at present. 
However, it is certain that in these days wages cannot come down 
and therefore the prices should be raised. One way to help India 
is to raise the price of silver. Now I am really sorry that since the 
last two years the silver resolution has been put in the background 
by this Federation as by moving ~e same from the Chair witholJt 
any speech as if it was of no importance because the Government 
of India say that silver is the produce. of • foreign country and to 
stimUlate the price of silver would be tantamount to sending capital 
out of India. As 70 per cent of the gold is produced in the British 
Empire, they aTe always keen on gold, but becanse 70 per cent of 
the silver i& prodn~ outside the British Empire, they would not 
like .silver prices to go up. And since the last two years the Federa-
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,tion its~lf. has,p'ut this question in the background. Now if we take 
" little stock, J. would tell you that silver weighing about three billion 
'O!1~CIOIl is iIi India and an improvement of about 10 per cent or even 
5 per cent in the price of silver would enonnously' increase the 
pur<;hasing power of the masses. Sir, the Government of India seem 
~o. have a. definite policy to keep down the silver prices whatever 

- happens to other commodities. They are regularly selling silver and 
,there is no one to tell them that you should not do so. The Hilton 
Young Copunission recommended that silver should be sold anel. gpld 
should be acquired in its place. There was also the recommend~tion" 
about the 18 pence ratio; there was the recommendation about the
Reserve Bank; it was also mentioned by the Hilton Young Commis
sion that ,"l the recommendations were to be taken in toto and not 
one or two out of them. Now there is no Reserve Bank. The 
18 pence gold ratio was fixed, but it does not exist. Silver is being 
sold, but gold is not being acquired. Yet the Government of India 
pursues its policy of selling silver. Perhaps it is possible that the 
Government of India would like to bargain on this question with 
America at the World Economic Conference because America is much 
interested in raising the price of silver. The silver mines in Mexico 
are being financed and worked by Americans. Secondly, America 
has a big trade with China, which has a silver currency; aqd if 
silver prices are raised America will improve her trade with China. 
Under these circumstances, America desires to see the silver prices 
to go up, but the British Government desires that silver prices may 
not got up. There are two opinions in Britain itself. Sir Robert 
Home, once the Chancellor of the Exchequer, Mr. Darling, Director 
of the Midland Bank and the Economists of many countries ate also 
saying that silver should be raised, but nothing is done. I think 
we should do something to incorporate the point that something 
should be done at the World Economic Conference by which silver 
prices could be improved. With these few words I supPort the 
resolution. (Loud Applause). 

Mr. Debiprasad Khaitan: Sir, I am grateful to you for having 
called upon me to speak again in view of the remarks that have 
been made by my friends, Mr. Shroff and Mr. Mehta. I can assure 
Mr. Shroff that I take his remarks exactly in the good spirit in which 
he has put forward the same. He should never have entertained the 
slightest doubt that I would take his remarks in any other spirit. 
As regards his suggestion that the Executive Committee should have 

17 
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more thoroughly considered the subiect-matter before it and should 
have put forward a more comprehensive resolution in order that the 
resolution of this Federation may be taken as a real contribution 
towards the solution of the problems that come up before the World 
Economic Conference, all that I can tell Mr. Shroff is this that as 
he might have noticed himseU no Indian was allowed to take part in 

, the discussions between experts and at which India was represented 
by no other person that Sir Cecil Kisch. This Federation would 
certainly always be prepared to make the best contribution it elm' 
towards the solution of the world problems. It is not that there 
are not people in India who would be able to bring to bear upon 
the problem a very intelligent view of things. But as matters stand 
at present the Federation of Indian Chambers was never taken into 
confidence either by our Government or by the authority that set up 
this body of experts. In these circumstances it was not possible for 
us to bring intelligent light to bear upon the problem in so far as the 
draft annotated agenda is concerned. Now if we tread upon 
the grounds upon which the accredited representatives of the· 
.European countries and also of the United States of America met 
in conclave and prepared this annotated agenda, they might well say 
to us, "You look after your own affairs and we look after ours and 
you need not poke your nose into our affairs". They might well 
say to us, "We understand our affairs best and if you have alterna
tive propositions to bring forward to us you better save us the 
trouble." We do not want to meet any opposition of that kind. It 
is best that we look after our own interests. India in fact contains 
within its bord~ one-nfth of the popUlation of the world and if 
we can look after our own country, if we can assert ourselves, if we 
ean say that the world economic conference should take into con
sideration the facts as they exist in India, I have no doubt that the 
discussions of the World Economic Conference will be carried on in 
a proper way. All that the World Economic. Conference have been 
thinkfug about India is how to make India a better market for the 
exporting countries of the world, and it is against this menace that 
we have got to fight to our last breath in order that we may be able 
to live. I hope therefore that Mr. Shroff will not blame the 
Committee for being either short-sighted or for not having fully 
considered the implications of the agenda as it has emanated from 
the expert body. We know our conditions best and if we can draw 
the attention of the World Economic Conference to our needs, the 
minimum that we want, the way in which we want to progress and 
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tbat we want no further encroachment within our teriitory and that 
India is able to become self-subsistent. I think we shall have rend~ 
very great service not only to our country but even to the world at 
large. Let us tell the world at large that if they want to improve 
themselves they will have to take tbeir eyeS off India in so far, as 
we can produce the goods for our own requirements . 

.As regards silver I hope that both Mr. Mebts $lid Mr. Shroff 
have read the draft annotated agenda and they will find that 'the 
question of silver has been dealt with there. But I may say at once 
that although wbat I am going to say may not be the opimon of 
everybody. I may express my personal opinion. not on behalf of the 
Executive Committee but on behalf of my own self. that silver is 
a question which is rather intricate and complicated and not so easy 
of solution as Mr. Mehta may imagine. I am not one of those who 
believe that simply by raising the price of silver we can improve 
the condition of the masses. That condition may' have existed about 
30 years ago. but during the last 30 years circumstances have certainly 
changed. and although I am prepared to admit that to a certain 
extent the condition of the masses may be improved by raising the 
price of silver. I do not consider' that the question of silver is even 
one per cent as important as the question of the currency and 
exch$llge policy j)y which alone we can, raise the price of the agri
cultural products and raise the price of commodities in general, III1d 
by which means alone we can achieve the prosperity of our country. 
In these circumstances I do not want to play into the hands either of 
America or into the hands of England for the purpose of soothing 
America by ourselves putting forward the proposition that it is an 
essential desiratum for our country to raise the price of silver. We 
have in regard to our own Government always put forward the view 
and we have also put forward the view at this session that it is desir. 
able that the price of silver should be increased. But coming to the 
World Economic Conference. I would much rather use silver as a 
handle rather than give up the weapon before we cross the thresbold 
of the Conference. 

Resolution No. IS regarding the World Economic Conference 
was put to the vote and carried unanimously. 

President: Before we proceed to the other Resolution. the 
Honourable Mr. Perisundaram. Minister for Commerce in CeylOD 
would like to say a few WOI'da in 'reply to the wekome that I gave 
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him on behalf of you, gentlemen, for attending our deliberations 
here. 

Hon'ble Mr. Perisundaram: Mr. President and Gentlemen, 
I must thank you very sincerely for the very cordial welcome you 
had extended to me to be present at this session of the Conference, 
and I need not assure you that I accepted the invitation with the 
greatest keenness not only to give me the pleasure of being personally 
acquainted with each and every one of you, but also to emphasise 
to you the necessity for continued trade relationship between the 
two countries India and Ceylon. The ties that bind Ceylon and 
India go back to the very dawn of times and I can say that the first 
king of Ceylon, Vijaya, the founder of the Singalese race was a 
prince from Bengal, and during the two thousand year old dynasty 
Siilgalese kings frequently went to India for their brides. As a 
matter of fact, so far as recorded history goes, in 247 B.C. King 
Devanampiya Tissa at his coronation received very many treasures, 
'of which some are supposed to have miraculously appeared because 
of his very good nature and that those treasures were sent by 
Devanampiya Tissa to Asoka the great Emperor for the great love 
and esteem he had for him and the genuine ties of fIjendship that 
bound them. The Emperor Asoka in return sent a mission to 
Ceylon, sending his son Mahinda Who converted the Ceylonese king 
to the Buddhist faith. Subsequently the sister of the Emperor Asoka, 
Sangamitta, carried a branch of the sacred Bo tree under which the 
Lord Buddha attained enlightenment, and that was planted as a 
memorial to the establishment of Buddhism in Ceylon. Since then 
there had been continuous relationship and it was no question of 
tribute from Ceylon to India because of any dependent position she 
held or of any liegedom or vassalship which Ceylon had toward,; 
India, no king from India having conquered at any time the whole 
of Ceylon. The two countries had their own independent history. 
But on the other hand their affinities were very great, historically, 
ethnologically, culturally, religiously, socially and commercially. 
And if I might keep you a minute more I might say that as an 
indication of the good will that existed between the two countries, 
strengthened perhaps by the fact that the Singalese kings and Indian 
Kings sent mission to each other, from time to time, the mission 
on which I have come is not out of place; though I do not like to 
compare this mission in point of importance with the missions in 
those times. Though the ties between the two countries had been 

• 
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most times cordial. and at· some times more confiicting because there 
had been wars between the two countries also, I have come here 
not in the spirit of waging a warfare with the commercial magnates 
of this country or the commercial interests of this country. I have 
come in lhe spirit in which King Asoka sent the hand of fellowship 
.and his religion to I.anka and in a simpler way to say that the 
relationship which existed for the last two thousand years and more 
petween the two countries must be continued further, and that what
ever understanding or misund~rstanding there had been ought to be 
cleared up, so that in our futur~ relationship we may be able to have 
more cordial' exchanges of friendship and strengthen more the ti~ 
that existed in the past for their continuance in future. But I may 
say that I have not come here to propose any Resolution. There are 
several Resolutions which you have put before this House and which 
r have listened to with deep interest, and if there is no Resolution 
on the agenda of this meeting that there should be increased and. 
more strengthened trade relationship between India and Ceylon, 
perhaps the absence of that fact is due to my being here personally. 
Probably I am a silent Resolution myself standing before you for 
expression. You would give me a little indulgence if I might just 
touch upon the commer,s;ial importance between the two countries. 
Trade connections between Ceylon and India, though they have been 
long-standing, have always assumed great importance probably on 
account of the dependence of Ceylon on India for the supply of the 
food-stuffs required by her population. One of the Resolutions 
which you bad before and which I do not find in the agenda was 
that you complained most bitterly against the adverse balance of 
trade of this country. But I might assure you that so far as India 
and Ceylon are concerned you have a very favourable balance of 
trade. Your annual export t9 Ceylon in 1932 was 80 millions of 
rup~ but the import of India from Ceylon was in 193I only about 
8 millions. And last year we increased this export to you '~ IS 
millions. But my fear is that owing to certain representations from 
certain quarters that trade is going to be lost to us. I want you to 
visualise the situation. when you have an export trade with Ceylon 
amounting to 80 million rupees and when our export trade with you 
does not run up to over Rs. IS millions. whether YOl1 should not 
think that the very large and favourable balance of trade you' have 
in Ceylon is a preference by itself that Ceylon has accorded to you. 
It does not stand at that i it is something more. India holds the 
first place in our imports and any other country comes only behind. I . 
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say, gentlemen, that is a natural advantage which you have and which 
Ceylon has granted to you. I may say that being your neighbour 
and at your very threshold, standing at the end and the southern
most part of India, though Ceylon is a small place we have given you 
preference and received you as our foremost customer in our trade 
connections. If that is so, when our trade figures with you so far 
as our exports are concerned, do not exceed more than IS millions, 
is it right that by high tariff barriers and by high import duties you 
should exclude our trade, or rather retard our trade. That is the 
position which I want you to clearly understand. Our principal 
produce is really coconut produce. We have one .million acres of 
cocoanut cultivation in the island. India imports I think about 
18 mi11ion rupees worth of cocoanut produce from outside' iIi· which 
Ceylon's share is only 10 millions. All that we say is that we want 
a fair and a favourable market in India for our principal products for 

• the simple reason that Ceylon is importing from India your rice 
worth 44 million rupees as against our export of cocoanut produce 
of 10 millions rupees to India. We are importing from India rice 
44 mi11ion rupees worth a year, Dried fish about Rs. 6 millions: 
and besides onions, potatoes and other vegetables which· are included 
under vegetables· on which there are hardly any or no import duties 
-about Rs. 2,000,000. Textiles is another important commodity 
which India imports into Ceylon. As a matter of fact in spite of 
the depression the Indian trade with Ceylon in textiles has not 
decreased very much: the fall has been very slight-from U,214,OOO 
yards to II,I68,ooo yards. But I must say that the Japanese have 
increased their trade in spite of the depression; they have increased 
from 24 million yards to 40 million yards last year or an increase 
of 24 mi11ion yards. So if you have proper understanding with 
Ceylon, you can not only Jnaintain your trade but increase it and 
capture the market which Japan is now catering for. Therefore 
I hold out that possibility to you that without losing your trade you 
will be able to improve and strengthen the trade on p,roper nnder
standing if you show sufficient good-will towards establishing our 
trade with you. All that we are interested in is cocoanut produce. 
That is the only produce and that represents 10 mi11ion rupees worth 
in your Ceylon imports of IS million rupees as against the Rs. 80 
mi11ions worth which we import from India. An argument has been 
used the force of which I cannot see, that Ceylon has been importing 
into India a lot of cocoanut produce and is killing the interests of 
the producer here. I must remove that misapprehension taking 
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advantage of the opportunity you have given me. It has been said 
tha~ India at one time used to export a large amount of cocoanut 
produce other than that required for her own internal consumption 
and that export has now fallen and therefore the inference has beel;l 
wrongly drawn that Ceylon has not only captured your overseas 
markets but also has been dumping into India. The reason is not 
that. The reason is that India's consumption of vegetable oils has 
increased considerably: India .is a potential consumer of vegetable 
oils. As a matter of fact we have one million acres of cocoanut while 
in India the area is r ,300,000 acres. If the Indisn people have not 
taken kindly to animal fats or other oils, if India prefers cocoanut 
oil it is .~use of its purity and quality; and if the taste for COCOaDut 
oil has increased, then India can consume not only the produce of 
2 million acres, the combined production of Indis and Ceylon but 
of another 8 million acres of cocoanut produce. Therefore it is not 
competition at all. Our attitude in our expansion of trade is not 
competitive but supplementary. Take tea for instance. Both India 
and Ceylon are producing tea. In Indis there is a cess . levied for 
propaganda purposes in the world market and in Ceylon we have 
imposed the same. Therefore though tea is produced on a large 
scale the tendencY is to increase the consumption of that particular 
article by creating a generation which will use it more and more. 
In spite of the depression, in spite of low prices we are trying to 
extend the market in tea. That should be the idea towards cocoanut 
also. Instead of merely making the producer idle by telling him he 
can have a good price for his produce by a high tariff valuation on 
imported cocoanuts and high duties, I say they must extend their 
markets to the north. Travancore and Cochin and the Mysore OOIISt 
do produce a lot but their aim should be to extend the market more 
and more. Therefore we have come not in a spirit of competition 
but in a spirit of supplementing and encouraging the people to COIl

surne more and more cocoanut produce. We cannot look with blinkers 
only at one aspect of the question. The imposition of as per cent 
duty on cocoanut oil and ao per cent on other produce is not the 
4";11 pro qlOO for the very large opportunity which we are giving to 
you and the large amount of trade you have with us. The reduction 
of this duty will be to our liking rather than your saying that. we 
will put • high duty and then give preference. That policY of 
preference can be' considered on its merits. But the present duties 
are prohibitive and they retard the opportunity for extending our 
principal industry. Again. the cocoanut prodU<:el' is not the ODly 



man whom you muSt consider. I am speaking not as a minister of 
Ceylon but as an Indian. Are you going to give co~ideration ' 
only to the intereSt of a few cocoanut producers? We are impo~ng: 
44 million rupees worth of rice from India. If our commo\'lity 
prices are low and produce is also on a very low level, the circulation' 
of money is very much limited: and we cannot then consume all 
this rice. All these vegetables and coriander and curry stuffs and 
all that which we' are importing now on a large scale, we cannot 
afford to import. So it is not the producer of cocoanut alone that 

. should count. I want to emphasise another ~pect of the question. 
It is always said in Ceylon that the Indian is having a powerful posi- . 
tion in Ceylon. The import trade of India is in the hands of Indian 
merchants in Ceylon : the amount of money which he makes comes 
back into this country for circulation: and therefore if you kill our 
maior indu~try that trade is bound to suffer. Take again the case 
of the Scindia Steam Navigation Co. which is trading with us. If 
you are not going to export our copra and cocoanut produce and 
bring us rice and other things, I do not know what blessing your 
Chairman can give in respect of our attitude. In every aspect I say 
that India has much to gain. 

There is another aspect which i shall emphasise in the interest 
of my constituents the bulk of whom are Indians and on whose 
franchise I have come. Ceylon employs the largest Indian popula
tion outside India and they form 8 lakhs or ~th of the total. 
popUlation of the island. In the boat on which I was coming to 
India from Talaimannar, there were 342 Indians who were being 
repatriated free at the expense of the State because we have no 
employment for them. I ask you if the policy you are going to 
create should not be in the interests of these people. Increase of 
trade with us means more prosperity: and more prosperity means 
that the Ceylonese will be engaged in cocoanut plantations and keep 
on Indian labour in the other plantations: but if the major industry 
is affected then he will have to replace this labour, this large surplus 
labour which India is not able to maintain herself. The presence 
of those labourers in Ceylon brings a lot of liquid cash into India 
and also money in the shape' of income-tax from traders to your 
coffers. Therefore any reduction in the cocoanut duties should not 
be considered merely from the point of view of a protective dUty, 
because as I said we are not competitive but supplementary. From 
the point of revenue also you should consider this. After all we 
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~re exporting 'only IO million nipees :worth of . cocoanut produce and· 
,if:you put 2S per cent. duty on it, what will be the amount which 
,;&U )'!Iill lose if you reduce it It will be a mere bagatelle compared 
to.the whole scheme. As Sir Purshotamdas Thakurdas said yesteti
day Pf restoring the salary cut, there was a loss of S5 lakhs. There
fure if you reduce ~e duty on this Rs. 18 million worth of cocoanut 
produce you import, it will be a mere bagatelle. 

I would like th~fore to' stress the view that when you have 
a very favourable balance of trade with us, your attitude in this 
particular case ought not to be of raising a high tariff-wall in order 
to protect one kind of industry or say that you will give us preference. 
Iq Ceylon the duties are' very low: we have no protective 
duty at' all because we are not an industrial country. Our duties' 
do not exceed more than IS per cent. and as I said, on vegetables 
and such like that come from India there is no duty and if at all 
only a very small. duty. Therefore, by low duti~ we are giving 
you a natural preference: by being next door to you and .with large 
amount of trade we are. giving you also a natural preference; and 
therefore on this one produce alone-and perhaps in the case of 
arecanuts also-I say you must take a favourable attitude and not 
be inftuenced by propaganda in this country ~hich says that Ceylon 
is competing unfairly with India. 

I thank you, gentlemen, once again for giving me this oppor
tunity of being present here: I value it very mltch and I hope I 
will be able to continue to value it by accepting more' 'of your 
invitations in' the future. But it will be very much better if you 
gentlemen once decide to hold your conference in Ceylon and be 
our valued guests. I am sure we will extend to you the heartiest 
welcome when you come there. Our desire is for mutual c0-

operation for the good of both peoples and I am sure that the mis
understanding which may have arisen will be cleared up by this 
conta~t and we Shall enter into a new era of prosperity and 
co~peration. I am particnlarly glad that this session was held at· 
Delhi and that I was able to come and be present here because 
when I passed yesterday and saw the ruins and the New Delhi, the 
following lines came to my mind: . 

01- My cities are laid in ruins 
My sceptre is long departed 
And • new lord instead 

18 
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Give me a bard, ~aid Delhi; 
A bard of my things to be, 
I am living: . I am not dead. 

I am sure that Indian commerce and industry and your brains and 
intelligence and exertions will bring hack to India the conditioll~ 

of old and that living India will regain the trade whch she has lost. 
I wish your Federation all success not only in deliberations but 
also in your essential relationship with Ceylon, a close connection 
which we very much look forward to and I hope you will give a 
right willing hand to establish that trade relationship on a more 
friendly and fix;;"er footing. I thank you, gentlemen, for the 
opportunity which you have given me. 

President: Immediately after the close of the resolution on 
the World Economic Conference, we have done some constructive 
work in connection with Ceylon. I do not know whether it was 

, quite an accident that the Hon. Mr. Sundaram mentioned that 
Vijaya came from Bengal. I was going to commend to our incoming 
President to bear this in mind, but this .close co-operation between 
Ceylon and India is very essential. 

We now come to Resolution No. I4 on the White Paper. With 
regard to the amendment proposed by Mr. Santanam, I find there 
is nothing particularly new in it. Our decision about participation 
or non-particpation in the deliberations about constitutional reforms 
was taken long ago, and it stands as long as the question has not 
been raised by any of the member-bodies. I therefore request 
Mr. Sa!ltanam to withdraw his amendment. 

Mr. Santanam: Sir, I very highly value your appeal to me to 
withdraw this, and with a view to save unnecessary discussion and 
in view of the fact that the policy of the Federation was laid down 
at a time when I had not the honour to be a member of the Fede
ration or come here as a representative, still stands; and though 

. the resolution that is framed by the Executive Committee on the 
White Paper and which is put forward for acceptance to-day, is 
defective in many respects and probably not very happlly worded 
either, still in order that there may be no lack of harmony, I agree 
to withdraw my amendment especially as I am given to understand 
that the other amendments are also going to be withdrawn. I only 
hope that if any speeches are going to be made on the original 
Resolution, you will give me a chance to speak also, 



f 139 r .. ;. 
President: Gentlemen, I am' given to ·urlderstaDd· that Sardar 

Bahadur Sardar Sobha Singh and others are. going to withdraw their 
amendments. In view of this, gentlemep, 1 will place before you 
Resolution No. 14 as proposed by Mr. Sarker before we adjourn 
b~ . 

The Resolution was carried unanimously. 

President: We will no:w take item No. 3 on the agenda
Revision of the constitution; the alterations and additions as finally 
decided upon by the Executive Committee are given in Appendix B. 
If you read the note you will find that these amendments have been 
submitted and re-submitted for the last two years. The amendments 
as finally drafted have been 'before all the Member-bodies. No 
suggestions have been received, and therefore the only thing that 
remains for us to do is either to take them all en masse or to take them 
item by item. No amendment on this can be moved, and therefore 
unless there is any explanation wanted, I do not think there is 
much use in carrying on a discussion. If you desire, I will put 
them all in one block, or if it is the sense of the House, I will take 
each item separately. There is one small printing mistake on 
page II which I shall correct. 

Mr. J. J. Kapadia (Native Share and Stock Brokers' AssociatiolJ, 
Bombay): Sir, I desire to make a few remarks before you decide 
to put these amendments to the vote of the House. I have COIl

sidered very carefully the position with regard to our bye-laws, and 
. I find there is considerable danger in placing the. amended bye
laws to the vote of the House and getting them sanctioned unani
mously. The Executive Committee are empowered to' frame from 
time to time bye-laws. These bye-laws, I find from a provision of 
the rules, are not submitted every time to the vote of the House. 
The origin&l bye-laws were framed and it has been provided by the 
Articles that the new bye-laws whenever they are to be framed are 
to he brought before the House for confirmation. Our constitution 
is subject to'alteration under Article 26, bllt the· byelaws are not 
subject to the same power of alteration at the hands of the House. 
My submission therebe is that once YOIl prepare the byelaws and 
get them sanctioned, they b all time remain the byelaws, and 
the House will have no power of alteration so far as the byelaws 
are concerned. I find in the amended byelaws very important pro
visions regarding the conduct of our meetings. Take for instance 
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the byelaws which 'deal with the power of mo1(ing amendment~. 
The byelaws make very Comprehensive provision· with regard to 
the movIng of amendments, and it has been actually laid down 
that an amendement Will not be allowed except with the permission 
of the Chair. . I consider it is a serious invasion on the rights of 
tliose present at this meeting. It is the inherent right of the dele
gates to move an amendment to a Resolution. I find from the 
byelaws that while a member would be at liberty to move a Resolu
tion, of which notice has been given and it has been included in the 
classified list of Resolutions, any delegate who wants to move an 
amendment to that resolution will not have the right to do so except 
with the permission of the chair. I consider that is a highly objec
tionable provision. Take a resolution whiCh has been included in 
·the list of classified Resolutions. Somebody who has suggested that 
Resolution moves it. Am I to take it that if I want to moye an 
amendment to that Resolution, I cannot !io so except with the 
permission of the Chair? To do that, Sir, would be a serious 
invasion on the rights of :\llembers. It is the mherent right of every 
representative who is present here to move as many amendments as 
he likes provided those amendments arise fairly out of the resolu
tion. That is the ordinary accepted rule, but if we were to pass 
byelaws. as they stand, there will be difficulties. If permission is 
given for the consideration of any resoluton or resolutions in this 
manner, it will be competent for any representative to move such 
amendments as he desires to make subject to the permission of 
the Chair. Now, Sir, this should not be subject to the permission 
of the Chairman. If a' representative is allowed liberty to move a 
partiCUlar resolution, although it is not included in the regular 
agenda, but if it is included in the classified list of resolutions, and 
if according to that, he moves a particular resolution, then I submit 
most confidently that it should not be within the power of the 
Chair to refuse a competent amendment. If an amendment arises 
out of a resolution which 't1J.e member moves, it is certainly the 
inherent right of every representative present here to make a com
petent ,amendment. 

Then, Sir, let us go' to the next byelaw at page 14. The 
Executive Committee may bring up a fresh resolution, of whicb 
previous notice haS not been given. Again, here too the moving 
of an amendment to such a resolution wiIl not be competent unless 
the Chair agrees to it. That certainly in my opinion is most 
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~onstrous. If the Executive Committee places in the hands of the . 
representatives '8 resolution, of which the member-bodieS had no' 
previous notice, is it any reaspn why any. representative present 
here who wants to move an amendment should not be allowed to 
do, so, if the amendment is competent. '1 submit that very wi,.de 
powers are being conferred upon the Chair, and jealous as I am, of 
the rights and privileges of the House, I should certainly object 
to such powers being conferred upon the Chair alone. But the point 
I point I have raised is most ·fundamental. Byelaws generally cover 
matters of internal management I can very well understand byelaws 
being framed by the Executive Committee for the. transaction of the 
business of the committee, but when byelaws go beyond that, then 
I consider that the bylaws should form part of our rules and legu
lations so that it will be competent for the representative!; or for 
the member-bodies to have the 'byelaws altered as they please .. As 
it is, what is the position? The position is, that the byelaws do 
not form part of our rules and regulations, and the representatives' 
present here or the member-bodies will not be entitled to alter those 
byelaws if they wish to do so. In other words, the byelaws not 
being subject to the same power of amendment as our rules and 
regulations, they will stand for all time to come, unless the Execu
tive Committee for some reason or other' chooses to bring them 
before the general body for alteration or confirmation. That, Sir. 
is the fundamental issue which I propose to raise. Under the rules, 

, the byelaws are not subject to alteration at the hands of the member
bodies. They are not, I will show YOIl the rules. Rule 24: It is 
only when the Executive Committee wants to make certain altera-. 
tions in the byelaws that they are to be submitted to the general 
body for confirmation. Whereas in the case of our rules it is the 
inherent right of any member·body to move for an amendment of 
these rules provided the member-body proceeds in the manner laid 
down in the rules and in as much as the byelaws do not form part 
of the rules it may not be comPetent for any member-body to suggest 
any alteration in the byelaws, that is' to say, the byelaws are taken 
out of the ordinary power of the House to amend them and I ~bmit 
that it is 8 fundamental issue which the Execntive Committee ought 
to consider. 

Mr. Ratilal Mulji Gandhi (Seeds Traders Association & Grain 
Merchants Association, Bombay): It was my desire to propose 
certain amendments to the resolutions that have been placed on the 
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agenda and yesterday I was going to pass on to y'ou the suggestions 
'I had a .mmd to make. I was, however, given to understand by the 
Secretary that under the present rules and regulations, I would 
not be allowed by the Chair to move any amendments, If as you 
ha"e stated you would be placing all these rules and regulations 
en bloc how would it be possible for the representatives to criticise 
or offer remarks on the various rules and regulations? There may 
be differences of opinion or there may be errors, and mistakes may 
be detected, For example, if you have determined not even to allow 
to suggest any change and if you will place all these amendments 
en bloc, the mistakes that I have detected will go uncorrected, I 

, would not raise a point of order and ask for a ruling but wonld 
place this proposition before you, If the House agrees to the sug
gestions I have made, then these suggestions may be incorporated, 
I think they would be of advantage to the whole House and prove 
helpful in considering the rules and regulations that we are framing. 
Therefore putting aside the constitutional aspect of this question, 
I would simply request you to allow me to put a few suggestions 
which I want to put before the House, I think a copy of 
my suggestions is before you. 

Mr. Begraj Gupta (Marwari Chamber of Commerce, Bombay) 
spoke in Hindi, 

Mr. A. D. Shroff (Indian Merchants' Chamber, Bombay): I 
want to make a pretty long speech but before I do that I should 
like to know under what rule you have ruled that amendments to 
the proposed rules cannot be accepted by you. If you are relying 
on rule 26, that is not a safe rule to rely upon. I think I must 
address you a few preliminary remarks and tell you that rules of any 
body and particularly a body like this must be a matter of very close 
scrutiny and vigilance to every one of us. It is a question of the 
rights of every member-body and the representatives sent by the 
member-bodies. The difliculties we have been having during the 
last 48 hours are really the creation of the nebulous, very 
vague and unspecific rules under which the Federation has been 
hithe$ working. I very strongly object to the procedure under 
which no amendment can be accepted. The question of protecting 
the rights of minorities is a question which is practically given statu
tory recognition in this country and though our Chairman has been 
year in and year out urging the acceptance of this very common
place fact, I really cannot reconcile his public attitude on this matter 
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with his private attitute in regard to this Federation. The Chairman 
ought to be the guardian and protector of the rights of minorities, 
particularly when the minorities are small and insignificant. I hope' 
rules will be. so, framed that we will not be compelled to repeat 
our performances of yesterday. As a matter of fact, the Chairman 
is' driving the minority desperate because he ~efuses to give' the 
minority a hearing. 

Proceeding to deal with the more serious aspect of this, if you 
adopt the attitude which you threatened to adopt, I just want the 
House to consider to what length of absurdity an irresponsible Execu
tiv~ Committee can go. I use these words advisedly. I am going to 
prove every word of what I say. You can see 'this in the proposed 
amendment which stands last to the following effect: "for the elec
tion of office bearers only such representatives of the ordinary 
members shall be entitled to stand for election to the committee 
as are actively engaged in trade, commerce or industry." Now,' 
I have referred to every possible dictionary. 1" do not know wbat 
the Executive Committee mean by active engagement in trade, com
'merce or industry. I would ask the House to give an authori
'tative interpretation as to the proposed rule. I find that our great 
legislator Mr. B. Das is a member of the Rxecutive Committee and 
I find that Mr. B. DBs will also be a member of the future committee. 

Mr. 'B. Das: I did not ask you for your vote. 

Mr. Shroff: I did not suggest that you were canvassmg. Now, 
I shall explain how this can go to the length of absurdity. Mr. H. 
P. Mody is a brilliant lawyer and President of the Bombay Mill 
Owners Association. Upder this rule he shall be permanently 
disqualified from being nominated a member of the Executive Com
mittee of this federation which seeks to represent trade, commerce 
and industry, thereby perhaps implying that the cotton textile 
industry of Bombay is not an industry. That is not all. You will 
have to start making distinctions as'to what is trade, what is com
merce and what is itidustry. If I am disqualified to-day as an 
exchange broker, not actively engaged in trade or commerce or 
industry, I will only have to open a pan shop to convince the Execu
tive Committee that I am qualified for membership. Just carry it 
a little further. Take building contractors whom I can describe as 
merely glorified bricklayers. They would be given prominence and 
precedence over people like Mr. Mody. That is not right. We 
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have a novel tribe of people in Bombay. Now, take a man who is 
a professionai director of joint stock companies in Bombay. I do 
not know what pronouncement the Executive Cmmittee will make. 
Suppose a man is a director of SO joint stock companies. Will that 
be considered as sufficient qualification entitling him IInder the pro
.posed amendment to be a member of the Executive Committee 
because he is actively engaged in trade, commerce and industry? I 
should like to have a very authentic interpretation from the Chair
man as to what is meant by this active engagement in trade, com
merce and industry. There is something very sinister, I am forced 
to say, in this proposed amendment and according to my usual want, 
I want to blurt out what I feel about it. Why I ask was the Exe
cutive Committee at this stage of its existence driven to think of an 
amendment of this character? Why, I ask. Does the Executive 
Committee realize that the various member-bodies affiliated to this 
Federation do not, in their rules for membership, insist on such an 
absurd provision? :00 they realize, for instance, that in my consti
tuency, the Indian Merchants' Chamber, not only any body who is not 
actively engaged in trade, commerce and industry but anybody who 
takes any interest in trade and commerce is entitled to and eligible 
for membership? If that is the case, the more logical course for the' 
Federation to take is to ask the member-bodieS to change their rules 
for membership, because particular member-bodies cannot be asked 
to make a distinction as to whether such and such a person according 
to the interpretation put by the Executive Committee is actively 
engaged in trade, commerce and industry. I guarantee that if five 
or six bodies make up their mind, they will reduce this Federation 
to an absurd fiasco next year by appointing panwallas and biriwallas 
as representatives of these bodies who will be nominated to work on 
the Executive Committees of the Central body representing Indian 
commercial interests. Well, this amendment shows, Mr. President, 
the absolute necessity of your accepting amendments to the proposed 
amendments so that the House may be given a full opportunity of 
voicing its views regarding the enactment of. the future rules which 
will so vitally affect the rights of everybody connected with this 
Federation. 

I would now draw attention to another rule. "The immediate 
outgoing President shall be an ex-oflicio member of the Committee 
and shall not offer for election for ·that year." My observation 
should not be taken to have any personal reference at al!. I am 



(, 145, ) . . 
sure Mr. Walchand is infiuential enough at any tim~ of the history 
of the Federation to get elected to the Committee. " l mean no 
rdlection but what I say is this that in these democratic times. 
when' you want everybody to justify his position, in life. when 'you 
want every member of the Executive Committee t~ ha~e won the, 
confidence of ·the body, whose representative he poses himself to . 
be. I caDDot understand this proposed amendment. particularly 
when the general body may have found that the ~utgoing President 
was the one who did not enjoy the confidence of the general body. 
Is the outgoing President who has ceased to enjoy such confidence 
to be rewarded by being given a fn!sh lease of life. and is.it in 

·accord with the spirit of the democratic times in which We are 
living? I submit that rules like this ought to be very closely 
scrutinised before they come on the statute-book of this Federation. 
There is another rule to which I would like to draw the attention 
of the House. After rule 5 something is proposed to be added. 
We are living in days when we are unfortunately getting llsed to 
the idea of safeguards and if in any place. at any time the need 
for safeguards could be justified. I think the safeguard to be adopted' 
in this rule does not need any justification at all. When you seek 
W expel any member from this Federation under the conditions' 

, described above. at least let us be true to our principles and to our 
understanding of the word "safeguards" and say definitely that the 
representatives of a certain minimum number of bodies shaU have 
voted on that resolution. It is a very big and taU order to expel, 
a member-body from the Federation. I do not think action of this 
character would ever ,arise because it is more likely to lead to the 
disruption of this whole Federation. but at a time when we are' 
thinking or ~ntemplating such a possibility at all. let us put an 
additional safeguard into it so that trouble may not be experienced 
in future. There is another small thing to which I wish to draw 
the attentiOn of the House. That is 7 (a). I do not know whether 
the Executive Committee really considered the implications of what 
they proposed. 

Mr. B. Das: May I ~ Mr. Shroff a question? Will he kindly 
let us know whether your own Chamber s1lggested an amendment 
to these bye-laws} 

Mr. Shroff: If Mr. President will allow me. I will read the 
whole thing if you and the House will have the patience. 

19 
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President: I thought Mr. Das's question was, "what has the 
Indian Merchants' Chamber replied to the Federation in connection' 
with these bye-laws which were circulated to them 1" 

Mr. Shroff: My point is this, that member-bodies should not 
be expected to send in criticisms of all this. We are not sent here 
as puppets ; we are sent here to v\>ice the opinions and feelings of 
our member-bodies. Though we do not carry specific mandates on 
every particular question discussed here. in the Federation, it is left 
to our common sense to raise such issues and to criticise in such 
manner as we consider best whatever subjects come up before us. 
It would be impossible to work, Sir, if the Federation expects that 
we should function merely 3lI a post office or as puppets and you . 
should receive the criticisms and views and everything from the 
member-bodies direct. If so, then why not conduct the whole • 
thing by correspondence 1 

Mr. A. L. Ojha: In connection with what Mr. Shroff said, 
namely that the representatives do not come here as puppets 'and . 
so on, I do not think anybody can question that but in connection 
with a question like this I think this was circulated and the member
bodies were asked to give their opinion. . . . . 

Mr. Shroff: Mr. Das raised the question of the opinion of the 
member-bodies. He was referring to the last draft. What you are 
referring to is the circulation of the proposed amendments some 
months ago on which the Indian Merchants' Chamber did not fail 
in its duty to convey its views to the Executive Committee. • . . . 

A Delegate: Mr. President, though our proposals have not 
been sent in by the member-bodies and they have given us no clear 
mandate, when you can propose and reject any of the bye-laws, it .. 
is our power here also that if you put in any amendment or bye
laW which is no~ acceptable to this House, we can reject it and 
that power is there and we can reject the whole of the bye-laws. 

At this stage some delegates rose tQ speak. 

President: Let Mr. Shroff now proceed. 

Mr. Shroff: I am referring to the following clause as an 
additional clause 7 (cl. It is something very small but I do. ask 
whether it did not strike the Executive Committee as to the implica
tions of this. "Each such representative shall have ~ pay Rs. ~o 
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as delegate's' fees' along with his nominatioti:." What is the real 
fmplication of this, "along with his nomination"? What I lID!. 

!Oo!ring' at is the question of actual practice and convenience. There 
18 .~ lot to be said on the other rules and bye-laws. What I submit 
is this that if you are agreeable, appoint a small sub-committee. 
There is no immediate hurry about the change of these rules and 
I tIiliu:, come to the general body, with something which is more 

'logical alid which makes a better appeal to us. 

eMr. Jagmohandas J. Kapadia (Native Share & Stock Brokers' , 
Association. Bombay): Sir, the point has been made in the diJr. 
cussions here that these bye-laws were submitted to member-bodies 
and their suggestions were invited. I find from the pream1;>t. to 

, Appendix X that when the bye-laws were in the stage of • ilrllft, 
. t;JJ.ey were circulated to member-bodies and their suggestions were 
'iJl.Vited. We do not know what suggestions the 23 member-Qodies 

have made and we' do not know whether among those suggestions, 
;,'w~e the suggestions and objections which my friend, Mr. Shroli, 

hai dealt with. If out ,of the 23 member-bodies who have ma<l. 
their suggestions, an "X" member-body baa suggested that tho 
power to expel a member which ia being brought into operatiou 
is one which ought not to be brought into operation, ia it POt fair 
that an amendment should be allowed on that point? We have 
not before us the suggestions of the member-bodies. The procedure 
adopted by the 8ub.committee is thia. A draft ia prepared. It ia 
circulated among member-bodies. Twenty-three member-bodies !IeIId 
in their suggestions. The sub-committee considers the suggestions 
and the Executive Committee, in view of the suggestions made, 
prepares certain bye-laws and then they submit the bye-laws and 
alterations to the House for consideration. That being so, I submit 

• that it is the inherent right of the representatives present here to 
move such amendments as they like to the alterations and the by,," 
laws and therefoce it is not right to say that, we having circulated 
the bye-laws and alterations and yOli, not having sent in suggestions 
thereon. shall not be entitled to move any ~endment. 

At this stage some delegates rose to speak. 

President: We have had five or six gentlemen who have 
~pok.en in regard to the point that has been raiaed. 

• Noe comocIed.. . 
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A.-delegate: In regard to the point that has been raised by 
you in the ,b~ginning and as it has been stated by Mr. Das that 
these rules· and regulations and bye-laws have been circulated to 

. '. member-bodies, that may be so, but here is the question of the 
,constitUtion and it is a technical question. Now the representatives 
maY-not have been appointed when these bye-laws were circulated 
to member-bodies. The representatives were appointed and 
nominated by the various bodies only 8 or 10 or IS days ago and 
when the representatives might have received this agenda, they 
might have tried to study all these things and after a few days they 
might have detected certain errors and thereafter they can only 
put forward suggestions before the meeting. So this is a question 
of the constitution and this is the explanation with regard to a 
technical point about the circulation of these suggestions and not 
seIl:ding replies to the respective member-bodies. 

Mr .. H. P. Bagaria: Mr. President, I find I am in the 
unfortunate position that when these rules were submitted to my 
Association I did not take the trouble of going through them, but 
now that I have read them I find there are many objectionable 
things and I cannot vote for them. Therefore I would suggest that 
as there is such a difference of opinion on this question and it is 
a vital question, there is no harm in postponing the consideration 
of this. In the meantime the member-bodies might submit anl( 
~uggestions they may have to make. Then they may be considered 
again. 

Mr. R. K. Sidhwa (Karachi Indian Merchants Association): 
On this issue, Sir, our own Association and also the Indian 
Merchants' Association have been addressing you for B number of 
years on the question of amendments being allowed by a member 
at the annual general meeting. Mr. Shroff has just now raised the 
issue and Mr. Das has referred to that and another member-body 
has also raised the issue. I would like to point out that our 
Association addressed a letter to you on the 23rd December, 1931" 
on this subject. I would for the information and the benefit of the .1 

House read, Mr. Chairman-if you will just remember that this 
is a. very important matter and if you will kindly pay more attenti~ 
to it-a portion of that letter. What I was stating is this that our 
Association has already addressed a letter on this matter and I 
wonld like to know what is the decision that the Executive ~ommittee 
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has taken on it. For the benefit of the House ;r '~'u :rea~!\:hat 
letter. It is dated the 23rd December. 

"With regard to rule I[ and bye-law 6 my Committ.,.; suggest 'the-, 
the following conditions. If a member-body has idter receipt of tl!.e· 
agenda written to the Pederation insisting upon the CODSi,d~atian 
of a Re.olution already sent by the member-body and rejected· by 
those re.ponsible for drawing up the official programme of, the 
business, the same shall be allowed to be considered at the meeting 
of the Federation after thl> conclu.ion of the official bu.in.... pr0-

vided one-third of the members present at the Annual Meeting vote 
in favour of its consideration. II 

This was the suggestion put by our Association' and it was 
amplified by the following rem.arks which have been submitted to 
you, and they are these : 

UIn CODIleCtion with the last suggestion my Committee wish to point ~t 
that several member-bodies are Dot represented on the Bxecutive 
Committee of the Federation who is responsible for the drawing up 
of the agenda. It is therefore \iIo:ely that the object and purpose 
underlying the rejected Resolutions, however important from the 
point of view of the mov ... , may be lost Bight of by the Executive 
Committee. My Committee would therefore' urge that the right of 
of a member of ventilating a public grievance or of expressing views 
on a mattu concerning the general welfare for the trade should be 
respected, and with that view it be provided that il a member-body 
insists on a particular Resolution sant by it which has hem rejected 
for being put on the uganda, such Rasolution be takan up in the 
Annual Meeting il a fair numbu. of the members pre.ant are in 
favour of ita CODSideration." 

I should like to know what your committee has done in this 
matter before I say anything further on this issue. 

President: I should like first Sir Purshotamdas to address a 
few words.' We will then revert to the subject if necessary. 

'Sir Purshotamdas Thakurdas (Indian Merchants' Chamber, 
Bombay): Sir in the speeches which have been made on this subject 
(it would apPear that there is a feeling in the minds of at least some 

: who addressed the House that the Executive Committee consists of 
• Re!:'sons._t any rate the Executive Committee which has put for
',Ward these,-of persons who have conspired to take away the 
• liberties of the delegates present at this function. The frankest and 

perhaps the most straightforward statement was made by Mr. Bagaria 
when he coofessed that his body did not give any attention to this 
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until perhaps his own attention was drawn to it here. Sir, this 
matter has been before the Executive Committee of the Federation 
for two years and a little over. I may tell you that the Executive 

. Committee two years back immediately after an annual session 
appointed a sub-committee from amongst itself to go into the various 
amendments which struck them, which may have been indicated, 

·'and which they could gather from other members. Those two 
members of the Executive Committee were Mr. D. P. Khaitan and 
Mr. Master. I think, Sir, I can say that the sub-committee had very 
little communication with any of the Presidents of the two years. 
Mr. Khaitan has vast knowledge of such associations and such 
institutions and Mr. Master is a person who had taken part in 
previous years regarding the safeguardiug and the vindication of the 
rights of members-bodies. They prepared their report; that was sent 
out to the member-bodies and the member-bodies were asked to 
express their opinions. Those opinions after they were received 
from the member-bodies were again gone into by the Executive 
Committee, perhaps at more meetings than one and certainly for 
more than two or three hours at each meeting. 

Mr. Sidhwa: What was the result? 

Sir Purshotamdas : The result is what is in your hands. After 
that the Executive Committee prepared the draft. The draft was 
sent out to the member-bodies with the agenda and the member
bodies were informed that if they had any suggestions to make, any 
amendments to propose, anything further to say, they might inform 
the office before a certain day. Now, Sir, as you yourself said, or 
some one said here in the course of the discussion yesterday, this 
Federation is a Federation not of individuals but of bodies. The 
bodies range from the southern-most point to the northernmost point 
and the east to the west. The requirements, the outlook and the 
desires of all these 1;>odies coming from various parts of India are not 
identical; and whilst it may be that the delegates when they come 
here, some of them may think alike, if this Federation has to work,
and I am speaking now with the utmost eamestness,-it can only 
work on the opinions expressed by the member-bodies, and with all 
due deference I may say that it cannot work on the opinions 
expressed here by the delegates when their member-bodies are asked· 
to intimate their views in writing beforehand. 

Mr. Shroff: Are you referring to the Indian Merchants' 
Chamber? 
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Sir Purshotamdas Thakur!1as: Not a bit. I am referring to 
everybody. I therefore feel that in putting forward these amend
ment as they have been put forward, members present here should 
give credit for the fullest bona-fides of the two committees for" the 
past two years that they did not infiuence these two members, Mr. 
Khaitan and Mr. Master, in any way whatsoever, that they com
municated the results of their labours to the member-bodies as soon. 
as those reports were available, and after having considered what was' 
communicated to the Executive Committee as desired' by each 
member-body, they again exercised their discretion and said, "We 
will embody this; we may not embody this." The final draft was 
sent out to the u'"ember-bodies again in good time. I have not heard 
a single remark that ~e time allowed for it was short. If, how~ver, 
Sir, there is a feeling that the member-bodies have not given that 
attention to this matter as some persons present here feel they should 
have, no one quarrels with them. 

I 

Mr. Shroff: May I know when these final rules were sent out 
to the member-bodies? ". 

President: Will the Secretary please say? 

Secretary: The agenda was sent to all the 'member-odies as 
well as to the representatives' of the member-bodies on the 25th 
March 1933 under certificate of posting. 

Sir Purshotamdas T/"akurdas: Sir, these were Sent out in 
accordance with. the requirements of our existing bye-laws, It is 
quite conceivable that you want longer notice. It is quite conceiv
able that you do not think that that notice has been adequate for the 
purpose of giving that consideration to these bye-laws which you 
require. Then the whole question is. do not consider these today. 
Let these be considered again by the member-bodies and let them 
write in again their views as per various amendments which have 
been submitted to you. Sir. and let us consider after that. But what 
I feel is that after the labours of our friends Mr. Khaitan and 
Mr. Master. labours which have been undertaken in th" best 
interests of the Federation as they conceived them.-iIlld I do not 

.know of more respected members of this Federation.-to think that 
SImlething is atro<Sous and something is bad. that is something which 
could not have been meant by the members who made those insinua
tions. There is no hurry about it. Vou are dealing with 4S bodies 
spread over the length and breadth of India. These things must 
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take time. It has taken two years. You want one year niore, by all 
means have it. It is your property and there is flo questioll of rush
ing anybody about it, and I have not heard th~ P~esident say yet that 
he wants these rules to be considered and passed today. All the 
President has done is to put the matter on the agenda for your con
sideration. I th';efore very earnestly appeal to members here not 
to be carried away by any sort of ideas that $iJ.ybody here either, in 
the Executive Committee or the President or the Vice-President is 
anxious to take away a single right which anybody may think is the 
cherished right of a particular body. 

One word more and I have done. The President and the Vice-." 
President of today are not to be the President and Vice-President for' 
ever. The members of the Executive Committee of today have no 
lien on it and can only be there so long asniembers choose to elect' 
them. Therefore the vindication of the rights of the member-bodies 
is the anxiety as much of my friends who have spoken as of those 
who have had the good fortune or. the bad fortune to be on the 
Executive Committee for the past two years. I do therefore feel that 
if Mr. Bagaria will move that, Sir, you might very usefully take 
the sense of the House and adjourn further consideration of it on 
the clear understanding that all that the Executive Committee can' 
do is to write to the various member-bodies and say that this was 
adjourned in order that their views will be ascertained again, and, 
although, Mr. President, you will 'not be in the Chair next year, I 
am sure Mr. Na1ini Ranjan Sarker the incoming President will give 
the fullest weight to all that has been said here. . 

President: We have dealt with it for a long time. It seems 
that what the House wants the House will get. 

Mr. H. P. Bagaria: I move: 

"That the conaideration of the queation of revUing the co .... 
• titution of the Federation be poatponed to the next Annual 
Meeting." 

Mr. Santanam: I have to make a suggestion. You might 
postpone it with the request that when the member-bodies send 
suggestions of amendments they may be distributed to all the 
member-bodies also so that they might consider them. So when these 
amendments are received they may be circulated and the member· 
bodies will be in a better position to consider them. 
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1Yh-~ p". S.'Sodhbans: I want to say one thing not as a member 
Qf the 'Executive Committee but as a representative of the fudian 
Chamber of Commerce, Lahore. These rules were considered by my 
Committee and they ,authorised me to move certain amendments only 
with the idea that amendments are generally moved in the House. 
Although I said that 'these rules have been considered by the 
Executive Committee; they told me distinctly as a representative of 
the Indian Chamber of Commerce to move the amendment, and so 
I had to move certain amendments. 

The resolution of Mr. Bagaria was carPed unanimously. 

President: Before going to the next item, NO.4, 1 ought to 
,metUion one small point: the Karachi In~an Mercllants' Association 
',hac!. written about a resolution on the Karachi-Bombay 'broad gauge 
'railway. In the subsequent revision it was dropped. The desire of 
their representative seems to be that this resolution should be brought 
to the notice of this House, in view of the latest development that: 
has taken place: there seems to be every chance of that construction 
being taken in hand by the government: That is the reason why 
this resolution was not placed on the agenda paper. 

Mr,' R. K. Sidhva: I would request you to urge the Commerce 
.Member that the further survey of this Diatter should not be delayed 
l\Ilnecessarily: it has aIr,eady been fully surveyed and it should be 
expedited. 

President: You would like the Federation.ollice to write? 

Mr. R. K. Sidhva: Yes. 

President: I now put the item NO.4. adopuoa of the .ammal 
report, to the vote of the House. 

Mr. J. J. Kapadia: On a point of information, ,Sir, I III!lder
stand this is. the report of the proceedings of the Executive Co11j.
mittee: I find an item with regard to 'foreign capital'. May I know 
whether it was a statement made at the request of the Committee by 
you or whether it was made by you on your own behalf? If it was 
made before consulting the Committee I submit it'should not go into 
the report .• 

President: Statements on important questions like these, it has 
been the practice to make and subsequently to report them to the 
Executive Committee where they are c:oufirmed. 

20 
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Mr. J. J. Kapadia; If it is confirmed I have no objeclion. 

Mr. G. L. Mehta: As regards the report submitted by the 
representatives of the Federation at the Round Table Conference 
is it proposed to issue a statement after the Act is enacted. by the 
Parliament? 

President: The question was discussed and the minutes 
circulated to member-bodies. This did not happen during the year 
1932, for which year this is the report. 

Mr. A. C. Khosla: Has the Federation appointed any repre
sentative for countries other than Germany? 

President: No. 

Mr. A. C. Khosla: Can we not dispense with this representa
tive also when we have not got money? 

President: When the time comes for renewal it will be again 
brought before the Committee. Jt was agreed last year that this 
should be renewed for two years more at the discretion of the Com
mittee. 

ANNUAL REPORT & STATEMENT OF ACCOUNTS. 

"That the Report of the Proceedinga of the Executive Com
mittee for the year 1932 and the Statement of Acconnb duly 
audited be adopted." 

Carried unanimously. 

ELECTION OF OFFICE-BEARERS FOR THE YEAR 1933-34. 

President: item NO.5: the result of the election is as follows: 
The names of the first twelve successful candidates are: 

Mr. Walchand Hirachand 
Mr. G. D. Birla' 
Lala Shri Ram 
Sir Purshotamdas Thakurdas 
Sheth Kasturbhai Lalbhai 
Mr. Chunilal B. Mehta 
Mr. Amrit La! Ojha 
Mr. B. Das 
Mr. EbrahirQ O. CUfrimbhoy 



155 

'Mr. P. S. Sodhbans 
Lala Padampat Singhania 

. Mr. S. S. Gangla. 

The President has been elected uncontested-Mr. Nalini Ranjan 
Sarker (applause) and the same is the case with the Honorary 
Treasurers-Messrs. D. P. Khaitan and R~ L. Nopany. 

Mr. R. K. Sidhwa: I would like to make a statement on a 
subject making the position of some of us who did not participate 
in the election yesterday, and I have been authorised ...•. 

President: I am sorry I cannot allow a statement to be read 
on events or whatever that has happened yesterday or any other 
day in the House. I am sorry I cannot allow it. 

Mr. A. D. Shroff: The House is entitled to know the scruti
neers' report. 

Secretary: The Report of the Scrutmeers reads thus: 

"On opening the Ballot Box we found 55 voting papers, all in order. 
The re~ult of the scrutiny ia given below in order of the number of votes 
.ecured by the candidate •• 

The name. of the first twelve successful candidate. are: 

I. Mr. Walchand Hirechand ... 54 votea. 

-. Mr. G. D. Bid. 53 .. 
3· Lela Shri Ram ... 5- .. 
4· Sir Purahotamdaa Thakurdaa 5' .. 
5· Sheth Kasturbhai Lelbhai ... 48 .. 
6. Mr. Chumlal B. Mehta .. , 4B 
7· Mr. Amrit LeI Ojha 45 .. 
8. Mr. B. Daa 43 .. 
9· Mr. Jlbrahim G. Currimbhoy 4" .. 

10. Mr. P. S. Sodhbana 37 .. 
II. Lela Padampat Singbania 31 .. 
It. Mr. S. S. Gangla 30 .. 

ELECTION OF HONY. AUDITORS. 

President: It is proposed: 

"That M __ Ro,. &: Ro,., 'Calcutta. be appointed the HOIl7. 
Aaditon of the Federatioa for the,.... 1933." 

Carried unanimously. 
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VOTE OF THANKS TO THE PRESIDENT. 

''That this meeting of the Federation record. ill warm 
appreciation of the services rendered to the Federation by ill 
retiring President, Mr. Walcband Hirachand. and for his able 
administration of the affairs during his period of office." 

Mr. N. R. Sarker (Bengal National Chamber of Commerce, 
Calcutta): On behalf of the Federation it is my pleasant duty to 
move a vote of thanks to our outgoing President, Mr. Walchand 
Hirachand for the able manner in which he has piloted the ship 
of the Federation during the most troublesome year of economic 
stress and political unsettlement which India has ever seen. I hope 
the members will bear me out when I say that your stewardship of 
the Federation, Mr. President, has been marked with great success 
and your cOlltribution to it is not a small one. You have been one 
of the founders and promoters of the Federation and you have not 
spared any pains to serve it and make it successful in every way. 

I take this opportunity of expressing my gratefulness to you all 
for having done me the honour of electing me your President for 
'the coming session. Believe me, these are not conventional or formal 
words. I am sincerely grateful to you. The Presidentship of the 
Federation is the highest honour to which an Indian businessman can 
a5Pire. And I take it that' the honour is not done to me personally 
but to the province also to which I belong. Gentlemen, while I 
am thankful to you all for the honour done to me, I am also aware 
of the heavy responsibility which it will devolve on me as your 
President. Gentlemen, I am conscious of my limitations, but if 
sincerity of purpose and single minded devotion to a cause help me 
to serve well, I can assure you that I shall endeavour my best to 
serve you well. It is with your help and co-operation that I shall 
try and discharge the duties that will devolve on me as your 
PreSident. (Applause). 

Lala Padampat Singhania (Indian Sugar Mills Association and 
Merchants' Chamber of U. P.): I beg to secand the Resolution SO 

ably moved by Mr. Sarker. 

Mr. A. D. Shroff (Indian Merchants' Chamber, Bombay); I 
very gladly associate myself with this Resolution, but I mus':$lly 
one word. I think for the -better working and for the more 
harmonioUs co-operation of all the elements that constitute this great 
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boay, I am bound to suggest that future P·residents Will take a 
lesson out of the proceedings of this Federation and. Will appreciate 
that the greatest good of the greatest number is a principle wl).ich 
is as true of this session 'of this Federation as it is outside this hall .. 
They will also take a iesson that the greatest strength of the Chair 
in any body lies in the carrying the greatest number of the House, ' 
With him. If that be the guiding star of the future presidents of 
the Federation, I am sure this Federation Will evolve itself into a 
great, examplary body, a body which will establish traditions for 
itself, and which may well be emulated by bodies outside. 

Mr. Begraj Gupta supported the Resolution and spoke in Hindi. 

Mr. Sarker: The Resolution has been moved, seconded and 
support~ and I request you to pass it Will acclamation. 

The resolution was passed unanimously With acclamation. 

Mr. Walchanc1 Hifachand: I have to, thank you, gentlemen, 
for the kind words in . which you. have passed this Resolution. It 
would not have been possible for me but for your wholehearted 
co-operation to conduct the afiairs of the Federation, which is aD. all
India body, in the way in which I have been able to do., 

Now, before we conclude, we have to thank the scrutineers 
(Mr. J. N, Sen Gupta, Secretary, Bengal National Chamber of Com
merce, Calcutta and Mr. A. H. Maru, Actg. Secretary, Indian 
Merchants' Chamber, Bombay) for the work they have done for us. 
We have also to thank the Delhi University authorities for allowing 
us tel use these premises for conducting our deliberations. 

Before I bring the proceedings to a close, I should like to make 
1\ short announcement that the meeting of the new Executive Com
mittee will be held in the next room Within five minutes. 

The proceedings of the Sixth Annual Session of the Fed.eration 
. then came to a close. 
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UST OF MEMBER-BODIES OF THE FEDERATION OF 
INDIAN CHAMBERS OF COMMERCE AND INDUSTRY 

WITH THEIR REPRESENTATIVES. 

Names of Member •. 

I. The Ahmedabad Millowners' 
Association, Ahmedabad. 

2. The Baroda Millowners' 
Association, Baroda. 

3. Bihar & Orissa Chamber of 
Commerce, Patna. 

4. Bengal National Chamber 
of Commerce, Calcutta. 

5. Bengal Jute Dealers' Asso
ciation, Calcutta. 

6. Bombay Bullion Exchange, 
Ltd., Bombay. 

Names of Representatives. 

I •. Sheth Kasturbhai Lalbhai. 
2. Sheth Maneklal Mansukh

bhai. 
3. Sheth Nanddas .Haridas. . 
4. Sheth Thakorelal C. Mun

shaw. 

I. Raj 'Ratna Sheth Chiman· 
lal' Girdharlal Zaverchand 
Laxmichand, 

2. Sheth Trikamlal Girdharlal. 
3. Sheth Shantilal G. Parikh. 
4. Sheth Anandial Hirala!. 

1. Babu Kedar Nath Goenka. 
2. Mr. B. Das, M.L.A·. 
3. Babu Balkrishna Das. 
4. Rao Bahadur D. D. Thacker. 

Y. Mr. Nalini Ranjan Sarker. 
2. Sir Hari Shankar Paul, K.T. 
3. Mr. S. C. Majumdar. 
4. Mr. P. C. Coomar. 

I. 
2. 

3· 
4· 

Y. Mr. ChuniW Bhaichand 
Mehta. 

2. Mr. Laxmandas Harakh· 
chand Daga. 

3· 
4· 



Name. of Membera. 

7. Bombay Shroff Association, 
Bombay. 

8. Burma Indian Chamber of 
Commerce, Rangoon. 

g. Buyers & Shippers Cham
ber, Karachi. '. 

IO. Deccan Merchants' Asso
ciation, Bombay. 

u. Delhi Hindustani Mercan
tile Association, Delhi. 

12. Delhi Factory Owners' Fe
deration, Delhi. 

. 13. East India Jute Association 
I,td., Calcutta. 

14. Grain Merchants' Associa
tion, Bombay. 

Namea of Representatives. .' 
I. Mr. Kalyandas Bhaidas 

Shroff. 
2.' Mr. Mohanlal Ambalal 

Parikh, B.A. 
3. Mr. Kantilal Maganlal 

• Zaveri. 
4. Mr. Manguial TrikIllDlQJ.. 

I. Mr. RanchhordasH. Gandhi. 
a. 
3· 
4· 

t., Mr. Jamshed Nusserwanji. 
2. Mr. B. I.. Thakore. 
3. Mr. Manoobhai Doongarsay. 
4. Rao Bahadur Shivrattan . 

Mohotta. 

I. Mr. S. V. Lalit. 
2. Mr. P. M. Bhagwat, B.A., 

I.I..B. 
3. Mr. S. R. Sardesai. 
4. Mr. S. S. Gangla. 

I. Lala Ram Pershad. 
2. Seth Lachmi Narain 

Gadodia. 
3. Mr. A. C. Kho;;la. 

I 4. Seth Ghansham Dass. 

I. tala Shri Ram. 
a. Sardar Bahadur Sardar 

Sobha Singh. 
3. Mr. Raj' Bans Bahadur. 
4. Mr. M. G. Bhagat . 

I. Mr. Hanumanprasad 
Bagaria. 

a. Mr. P. R. Shrinivas. 
3 Mr. C. S. Rangaswami. 
4· 

I. Mr. Ratila1 Mulji Gandhi. 
2. Mr. Nandlal Kilachand. 
3. Mr. Haridas Velji. 
4. Mr.Lakham.sey GheUabhai. 



.Nama of Member .. 

IS. Gwalior ·Chamber of Com
merce, Lashkar, Gwalior. 

16. Indian Chamber of Com-
merce, Calcutta. 

17· Indian Chamber of Com-
merce, Coimbatore. 

18. Indian Chamber of Com
merce, Lahore. 

'9. Indian Chamber of Com
merce in Great Britain, 
London.. 

20. Indian Insurance Compa
nies Association, Bombay. 

21. Indian [nsurance Institute, 
Calcutta. 

22. IlDdian Life Assurance 
Offices' Asson., Bombay. 

N_ of Reprelelltativel. 

1. Mr. J. P. ]hala. 
l. Lala Ramjidas Vaishya. 
3· 
4· 

1. Mr. A. L. Ojha. 
2. Mr. G. D. Birla. 
3. Mr. D. P. Khaitan. 
,to Mr. G. L. Mehta. 

1. The Hon'ble Mr. R. K. 
Shanmukham Chetty, 
1Il.I,.A. 

2. Mr. P. S. G. Ganga Naidu. 
3. Mr. V. Palaniswami Naidu. 
4. Mr. B. A. Padmanabha Iyer. 

1. Lala Harkishen Lal, B.A., 
BAR-AT-I,AW. 

2. Mr. Sukhdev Lal Tuli. 
3. Sardar Gurdial Singh 

Salariya, BAR-AT.-I.AW. 
4. Lt. Sardar Prem Singh 

Sodhbans. 

1. Mr. Fakirjee Cowasjee. 
2. Mr. A. R. Siddiqi. 
3. Mr. M. A. Master. 
4. Mr. N. M. Muzumdar. 

1. Mr. J. C. Setalvad. 
2. Mr. K. S. Ramchandru 

Iyer. 
3. Mr. VijaysiBh Govindji. 
4. Mr. B. K. Setalvad. 

I. Mr. I. n. Sen. 
2 Mr. G .. Sanyal. 
.1. Mr. S. C. Roy. 
4. Mr. Amalendu Sen. 

I. Pandit K. Santanam. 
2. Mr. K. C. Dessi. 
3. Mr. S. B. Cardmaster. 
4. Mr. Byramji Hormusji. 
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Namea of Memben. Nama of Repreaentativel. 

23., Indian Merchants' Associa- I, 
tion, Chittagong. 2. 

24. Indian Merchants' Cham
ber, Bombay. 

2S. Indian Mercantile Cham
ber of, Ceylon, Colombo. 

26. Indian Mining Federation, 
Calcutta. 

27. Indian National Steamship 
Owners' Association, 
Bombay. 

28. Indian Produce Associa
tion, Calcutta. 

29. Indian Salt Association, 
Bombay. 

30. Indian Sugar Mills Associa
tion, Cakutta, 

31. Indian Tea Planters' Am. 
clation, I alpaiguri. 

" 
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3· 
4· 

I. Sheth Mathurdas Canji" 
Matani. 

2. Sir Purshotamdas Thakur-' 
das, KT. 

3. ,Mr. A. D. Shroff. 
4. Mr. Ebra1ilin G.' Currim

bhoy. 

I. 
2. 

3· 
4· 

I. 
2. 

3· 
4· 

I. Mr. M. A, Master. 
2. Mr. Shariff Hassam. 
3. Mr. Abdul Bari Chaudhury. 
4. Mr. Iamnadas M. Mehta. 

I. Babu Rameshwar Lal 
Nopany. 

2. Babu Shriniwas Poddar. 
3. Pandit Salju Prasad 

Sharma. ' 
4· 

I. Mr. Hooseinbhoy A. Lalljee. 
2. Mr. Kapilram' H. Vakil. 
3. Mr. Iamshed N. R. Mehta. 
4. Mr. I. F. Kotewal. 

I. Lala Padampat Sj,nghania. 
,2. Sardar Kripal Singh. 
3. Lala D. R. Narang; 
4. Lala ]aswantrai Churamani~ 

I. Mr. Nalini Ranjan Ghose. 
a. 
3· 
4· 
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Namea of Members. Namea of Repreaentativea. 

32. Jute Balers' Association, 
Calcutta. 

33. Karachi Indian Merchants' 
Association, Karachi. 

34. Maharashtra Chamber of 
Commerce, Bombay. 

35. Marwari Association, Cal· 
cutta. 

36. Marwari Chamber of Com· 
merce, Bombay. 

37. Marwari Traders' Associa· 
tion, Calcutta. 

38. Mysore Chamber of Com· 
merce, Bangalore. 

"' 39. Native Share & Stock Bro
kers' Association, Bom· 
bay. 

40. Nattukkottai Chettyars' 
Association, Rangoon. 

4I. Seeds Traders' Association, 
Bombay. 

I. Sjt. Harakhraj Lodha. 
2. Sjt. Danchaud Chopra. 
3. Sjt. MOhanlal Kathotia. 
4. Sjt. S. G. Bararia. 

I. Mr. Soonderdas Dharamsey. 
2. Sardar Partapsingh J. Sethi. 
3. R. B. Shivrattan Mohotta. 
4. Mr. R. K. Sidhwa. 

I. Mr. Walchand Hirachand. 
2. Mr. M. L. Dahanukar. 
3. Mr. G. S. Marathey. 
4. Mr. G. S. Mhaskar. 

I. 
2. 

3· 
4· 

I. Raja Bahadur Govindlal 
Pittee. 

2. Syt. Begraj Gupta. 
3. Syt. Keshavdev Nevatia. 
4. Syt. Sagarmal Loyalka. 

I. 
2. 
3· 
4· 

I. Mr. S. G. Sastry. 
2. Mr. Devarao Shivaram. 
3. Mr. M. V. Subbiah. 
4. Mr. S. L. Mannaji Rao. 

I. Mr. Jagmohan J. Kapadia. 
2. 

3· 
4· 

I. 
2. 

3· 
4· 

I. Mr. Ratilal Mulji Gandhi. 
2. Mr. Chhotalal Kilachand. 
3. Mr. Gordhandas Jamnadas. 
4. Mr. Nandlal M. Bhuta. 



Nama of Member .. 

4a. Sholapur Merchants' Cham
ber, Sholapur. eN ot functioning) 

43. Southern India Chamber of 
Commerce, Madras. 

44. Southern India Skin and 
Hide Merchants' Associa
tion, Madras. 

45. Southe,n India Textile 
Association, Coimbatore. 

46. Telikanta Brokers' Associa
tion, Calcutta. 

47. United Provinces Chamber 
of Commerce, Cawnpore. 

48. Merchants' Chamber of 
United Provinces, Cawn
pore. 

49. Godavari Chamber of Com
merce, Coconada. 

163 1 
Names of Repreaentativ ... 

I. 
a. 

·3· 
4· 

I. Kumararajah M. A. Muthiah 
Chettiar. 

a. Mr. V. K. Chetty. 
3. Mr. V. Ramdas Pantulu. 
4. Mr. S. M. Choudhri. 

I. Mr. M. Jamal Mahomed 
Sahib, M.L.A. 

a. Mr. M. Mohamed I/;mail. 
3. Mr. Mohamed Musthan 

Sheriff Saib. 
4. Rao Saheb T. S. Kachs

pikesa Mudaliar. 

I. Mr. B. A. Padmanabha 
Iyer. 

a. Mr. P. S. Sathappa Chettiar. 
3. Mr. C. V. Venkataramana 

Iyengar. 
4. Mr. K. N. C. Pattuck. 

I. 
a. 
3· 
4· 

I. L. Rameshwar Prasad 
Bagla, M.L.A. 

a. Mr. I. D. Varshanie. 
3. Mr. H. G. Misra. 
4. Mr. Girdhar~al. 

I. Lala Padampat Singhania. 
2. Mr. Gur Prasad Kapoor. 
3. Mr. Ram Ratan Gupta. 
4. Mr. Jang Bahadur Mohrotra. 

I. Mr. B'Givinda Rao: 
a. Mr. Chittoory Rangiah. 
3. Mr. M. R. Pantulu. 

u-Oflicio Re..-tatives. 

I. Sir Chunilal V. Mehta, K.C.S.I., Bombay. 
a. Mr, J. C. Ghose, Jalpaiguri. 
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OFFICE-BEARERS FOR THE YEAR 1933-34. 

President 

Mr. NaUni Ranjan Sarker. 

Vice-President 

Sheth Kasturbhai Lalbhai. 

Members of the Executive Committee 

I. Sheth Walchand Hirachand (Maharashtra Chamber of Commerce, 
Bombay.) 

2. Mr. G. D. Birla, (Indian Chamber of Commerce, Calcutta.) 

3. Lala Shri. Ram, (Delhi Factory Owners Federation, Delhi.) 

4. Sir Purshotamdas Thakurdas, Kt., C.I.E., M.B.E., (Indian 
Merchants' Chamber, Bombay.) 

5. Mr. Chunilal B. Mehta,(Bombay Bullion Exchange, Bombay.) 

6. Mr. Amrit Lal Ojha, (Indian Chamber of Commerce, Calcutta.) 

7. Mr. B. Das, M.L.A. (Behar & Orissa Chamber of Commerce, 
Patna.) 

8. Mr. Ebrahim G. Currimbhoy (Indian Merchants' Chamber, 
Bombay.j . . 

9. Mr. P. S. Sodhbans, (Indian Chamber of Commerce, Lahore.) 

10. Lala Padampat Singhania, (Indian Sugar Mills Association 
Calcutta, and. the Merchants Cha,mber of United Provinces, 
Cawnpo~e.) 

II. Mr. S. S. Gangla •. (Deccan Merchants' Association, Bombay.) 

Hony. -Treasurers 

I. Mr. D. P. Khaita~, (Indian ChaIl!ber of Commerce, Calcutta.) 

2. Mr. R. L. Nopany, (Indian Produce Association, CaIFutta.) 
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Co-opted Member. 

I. Raj Ratna Sheth Chirnanlal Girdharlal, Baroda. 

2. Kumar-Raja M. A. Muthiah Chertiar, Madras. 

3. Rao Bahadur Shivrattan Mohotta, Karachi. 

4. Sheth Mathuradas Vissonjee, Bomhay. 

5. Mr. A. D. Shroff, Bomhay. 

Secretary 

Mr. D. G •. Mulherkar. 

Office Address: 20, Strand Road, C.U.CUT'fA. 

Telegraphic Address: "Unicomind", Calcutta. 
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We beg, as representatives of the Federation of Indian Chambers of 
Commerce and Industry at the second session of the Round Table Conference, 
to submit our Report. 

2. In the terms of the Resolution of the Committee of 1~th May, 
1930, the Federation decided to withhold its -co-operation from the Con
ference unless it was attended by Mahatma Gandhi or had his approval, and 
accordingly this Fed<:ration did not participate in the work of the first 
session. It was only after the conclusion of the Gandhi-Irwin pact that it 
was decided by the Committee at its Meeting of 5th April, 1931, that the 
Federation should be represented at the Conference and that in the event 
of their representatiln being limited to three seats at the Conference. the 
undersigned should form their nominees for the purpose. 

3. At the same meeting the Committee discussed the question of 
giving their representatives a mandate and decided against that course. 
While the discretion of Ule representatives was not fettered in that manner 
they were desired generally to follow the lead of Mahatma Gandhi at the 
Conference. 

4. The Federation, through its President, pressed for greater repre
sentation, but Lord Irwin the then Viceroy thought Umt no useful purpose 
could he served by our submitting any further names; and the correspondence 
closed wiUl the submission of our names and the tacit consent to oor 
nomination conveyed on behalf of H is Excellency by his Private Secretary 
on 14th April, 1931. 

S. What transpired between this date and 4th August, 1931 when 
Ule personnel of the second session of the Conference was announced 
remains a mystery. The Government went back opon the understanding 
arrived at with Lorc\ Irwin and chose to invite-Sir Purshotamdas Thakurdas 
alone as Ule representative of the Federation, The Committee refused to 
accept Ulis position. On 6th August, 1931, - they sent a telegram. to the 
Private Secretary to His Excellency Ule Viceroy inviting attention to the 
previous correspondence on the subject, and in the absence of any reply to 
this they decided at a meeting held a week later that 

" In view of the failure of the Government to nominate all Ule three 
persons agreed upon, the Committee have no option but to come 
to the decision that they must instruct their nominee not to pro
ceed to the Round Table Conference wuess the agreed representa
tion is given. If any agreement is arrived at at Ule R. T. C. in the 
absence of the representatives of the Federation, such agreement 
will not be binding on the Indian mercantile community." 
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to know more. Mr Birla supplied him with all such information as he 
ask~d for. Gandhiji took the earliest opportunity to protest against the 
manner in whioh action had been taken over the head of the Legislature. 
This resulted in the Secretary of State arranging a meeting of a few Indian 
delegates at the India Office at which Sir Henry Strakosch tried to explain 
the nature of the crisis and justify the action that had been taken. Gandhiji 
said he was not convinced that what had been done was the right thing but 
he would suspend judgment for the present. 

14. To this meeting Mr. Birla was not invited, although invitations 
were not confined to members of the Federal Structure Committee. 
It may however be mentioned here in passing that Mr. Birla was invited to 
attend the meetings of the Federal Structure Committee until Sir Purshc tam
das Thakurdas got to London with a watching brief only and this, he did not 
see his way to accept. The discussion was resumed on the 6th October 
when another meeting took place at the India Office, attended both by Sir 
Purshotamdas and Mr. Birla. Sir Henry Strakosch was the official spokes
man while Mr. Birla put forward the Indian point of view. 

15. Sir Henry Strakosch said that India had the choice of three 
courses, to link the rupee to gold, or, to link it to sterling, or to let the rupee 
find its own level. The first was ruled out by the same conside "lItions as 
compelled Great Britain to go off gold-the unstability which gold had been 
exhibiting as a measure of value or the heavy fall in prices which had occurred . 
with all its consequential evils. Now what would ha;Jpen if the rupee were 
left to take its own course? In the absence of any policy to keep it stable at 
any point tf,ere would be a wholesale flight from the rupee with the result 
that exchange would decline to its silver value. This would mean a constant 
disturbance of budgetary arrangements, the setting up of the "vicious s;Jiral 
of inRation .. and the inevitable ascent of prices. The best course therefore 
\yas to link the rupee to sterling. The analogy of England did not apply as 
she was a creditor cOlmtry with enormous assets while India was a debtor 
country with very large obligations in sterling, both on Government and pri
vate account. Then again there was the possibility of Great Britain stabili
sing her currency, after the worst of the crisis was over, in terms of commo
dities; and other countries including India, finding it to their advantage to 
hitch their currencies to sterling rather than to gold. \Vhile developing his 
last point, Sir Henry refer red to Mr. Birla's pamphlet on "The Present Dep
ression and Monetary Reform" with the first part of which he wholly agreed; 
and argued that allowing the ~upee to find its own level would give us neither 
a stable exchange nor a stable price-level for which Mr. Birla had pleaded. 

16. Mr. Birla began by explaining that the views expressed in the 
~'Phlet Were his personal views and that not all who opposed the Govern-
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ment's action in linking the rupee to sterling agreed with his suggestion that 
stability of prices is a better thing than stability of exchange. They were 
not t1).ere to plead for stabilising the price-level but for leaving exchange 
alone; and for purposes of the present discussion, the two questions should 
not be confused, though even from the point of view of the stability of the 
price-level, which Sir Henry favoured and which of course meant a much 
higher level than the present, it would be necessary to devaluate the mpee 
or bring exchange down. 

17. Coming to the points which Sir Henry had urged in favour of 
linking the rupee to sterling, Mr. Birla said he entirely agreed we could not 
keep on to gold as we had practically no gold left in the Reserve. But then 
it was equally true that we had no sterling left, and their obligation under 
the law, unless some miracle happened, would silbject the authorities to the 
necessity of doing either of the two things-selling silver in a hopelessly 
bearish market or of borrowing sterling and thus adding to India's foreign 
liabilities. Sir Henry was right in saying that India was a debtor country, 
but that made it all the more desirable for her to increase her productivity 
and her expoit-sllr»llls, for which a devaluation of her currency, that is, the 
raising of the internal price-level was essential. Mr. Birla did not at all 
share Sir Henry's apprehension that the rupee, if left to itseU, would fall as 
low as its bullion value. There had been so much contraction of currency 
in recent years that the amount in circulation hardly sufficed for the require
ments of trade, so that even half of it came to be tendered for conversion 
into sterling, the resultant stringency will counteract the tendency of the 
rupee to fall and exchange could not possibly go below 1/- or lid. -gold. 
Then again there was the fact that India was able except in abnormal times 
to maintain a favourable trade balance. Admitting for argument's sake that 
the real v:<lue of the rupee was as low as 6d. or 7d. there could be no 
justification for maintaining it at the present high level. But the rupee could 
be saved from inconvertibility only by abandoning the policy which caused a 
dissipation of such resources as we had and by adopting the one which 
had the s;'l'port of an overwhelming mass of Indian public opinion. 

18. The discussion was resumed on 16th October at the same place. 
Sir Purshotamdas had given notice of certain questions which he wanted to 
raise. one of them being how the India Office decision to link the rupee to 
sterling could be reconciled "ith the clear recommendation of the last 
Currency Committee to the contrary. Sir Henry Strakosch replying said 
that what the Commission had in mind was the possibility of Britain alone 
going off gold and that the premises upon which they had advocated the 
adoption of a &Old standard by India had been completely falsilied by events. 
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19. Referring to Mr. Birla's letter published in the • Manchester 
Guardian ,. he said that there was nothing singular in the fact mentioned by 
Mr. Birla that whereas the articles which India e.-ports had registered a fall 
of about 36 per cent, the articles which she imports had registered a fall of 
only 16 per cent. India's exports consisted mainly of agricultural products 
and it was as true of the rest of the world as of India that raw products had 
fallen more heavily than manufactured goods. From this Mr. Birla differed 
and showed with the help of index numbers from 1924 to 1931 that India 

had suffered more than any other country. 

20. Being questioned by Mr. Birla as to what bad actually been done, 
Sir Henry admitted that the rupee was pegged to sterling only at the lower 
point so that there was nothing under the law to prevent the rate going 
above Is. 6d.; but he said that the question was vnly of academic interest 
and that for all practical purposes the provision made by the Ordinance 
sufficed. 

21. Sir Purshotamdas thereupon raised the question of the Govern
ment's undertaking to purchase gold which remained what it had been and 
came to this that they would pay only Rs. 21/- odd per tola even though the 
market price might be more than Rs. 25/-. The result of this policy was 
that large quantities of .. distress" gold were being exported from the country 
instead of finding their way to the Currency Reserve .. Sir Henry said that 
this was no disadvantage and all that was happening was that since India 
could not induce the world to accept other things in discharge of her debts 
she was sending out gold. 

22. Mr. Birla said that the only way to enable India to discharge her 
liabilities was to give an impetus to her export-trade for which a totally diffe
rent financial policy must be pursued. 

23 Reverting to the question raised by Sir Purshotamdas he remind
ed Sir Henry of the urgency of the Reserve Bank for co-ordinating currency 
and credit in India and asked if it was not desirable that Government should 
acquire all the gold that might be available and thrs enable India to have 

such a Bank without any undue delay. 

24. Sir Henry Strakosch said that he bimself had strongly supported 
tbe establishment of a Reserve Bank for India, but in the existing circum
stances he could not see how this conld be done. 

25. Sir Purshotamdas referring to the effect of the phenomenal fall in 
prices upon the prime grower showed how in some ins~nces h~_~~~t ev~_ 

• APII@dis A. 



able.to get his cartage and generally speaking we had come to a point where 
the distress had become almost unbearable. " From that aspect," he said 
.. what objection can there be to letting the rupee be divor~ed from sterling in 
order to see if the grower can get a better return in rupees?...... Sir Henry 
Strakosch said the world might not want India's raw materials, but the world 
does want any country's raw materials at the current prices, and they are 
fixed or quoted in gold. If then, you allow the rupee to find its own level, 
what harm can happen to India?" 

26. Sir Henry said the world was stocked full of raw materials and 
the consumption of goods was likely to diminish, though this did nc t dispose 
of Sir Purshotamdas' argument that for whatever the Indian grower was 
able to sell, he would realise a better price with a depreciated than with an 
appreciated rupee. 

27. But according to Sir Henry, the raising of the price.level would 
damage all rupee creditors and recipients of salaries and wages, while the 
people to benefit would be the debtor class and the employers of labour. 
It was suggested by Sir Purshotamdas that the list of those benefited by a 
fall in the exchange-value of the rupee must include the entire agricultural 
population. Gandhiji at this point had something to say about the condition 
of the agriculturist and he put two specific questions to Sir Henry 
Strakosch (i) Will not the cultivator's position be considerably improved 
if for one maund of wheat he got Rs. 3/. illstead of Rs. 2/., and Oi) 
Why the Government refused to pay him the hazar price of gold? 

28. Sir Henry said that such advantage as the cllitivator had from 
a rise in prices was purely temporary, that it lasted only so long as the 
various adjustments had not been made. As regards the second question 
he said, .. Why should the Government single out gold and protect the seller 
of that commodity alone against· the rapacity of the middlemen?" 

29. The explanation did not satisfy Gandhiji. Sir Henry had spoken 
of adjustments which ultimately offset the advantage of any rise in prices. 
Gandhiji said that the Indian peasant was not an employer of labour, that 
he was his own labourer and "therefore the figure wage that may be de
manded by the labourers of your imagination does not affect him at all 
...... Today yon are thinking of a gradnal adjustment. All that would be 
quite good for a man who has some savings and who is a kind of humble 
capitalist, but the peasantry of India have no capital to fall back: on; they 
have 0DIy their crops, and therefore it is the immediate present that 
matters." 
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30. A discussion followed and it was eventually suggested by Gandhiji 
that Sir Henry Strokosch should prepare a table in accordance with his ideas, 
to show the correctness of the policy which Government was pursuing and 
he would prepare a table of his own as to how India will fare witb a rise 
in prices whicb a drop in the rupee would imply. 

j 1. The last of these discussions took place on the 29th October. 
This time it was confined to Gandhiji and your representatives among tbe 
deiegates. Messrs. Shah and Joshi also were present. The discussion was 
joined by Sir Basil Blackett also who opined that a rise in prices at this 
stage would be in the best interest of India and that he would like very much 
to see a rise of about 40 per cent. But he w"uld not sugg~st how this 
could be done. Sir Purshotamdas Thakurdas and Mr. Birla explained the 
Indian case. It was suggested that the rupee should be left alone until we 
had enough gold to stabilise it at, say, one shilling. This remedy, however, 
did not commend itself to the India Office experts. Nor had it been expect
ed that it would. 

32. The net gain from the discussion was that Gandhiji and many of 
our politicians who had attended' the meetings were convinced that in ask
ing for the rupee to be left alone the Indian commercial community were ask
ing for something which was in tbe best interests of the masses and Gandhiji 
told the Secretary of State after the third meeting that his verdict must go 
against him in the matter. So far as the Secretary of State was concerned he 
appeared to have definitely made up his mind not to change or modify the 
policy he had forced on the Government of India and the discussions were 
apparently held more witb a view to show courtesy to Gandhiji than to benefit 
from the Indian point of view expressed there. 

COMMERCIAL DISCRIMINATION. 

33. The questions of financial safeguards and racial discrimination 
naturally engaged our special attention. Tbe representatives of European 
community in India initiated negotiations witb Gandhiji to come to an under
standing with bim on the question of the rights of their community under 
Swaraj and we had t') come into the picture rather prominently as represent
ing the Indian point of view on the subject. 

34. The attitude taken up by Gandhiji right at the commencement of 
the informal talks was that he would be no party to racial discrimination as 
such. The lead given by him was accepted by us and such negotiations as 
proceeded between Gandhiji and your representatives on the one side, and, 
Mr. Benthall and Sir Hubert Carr on tbe other, bad for their object the de-



'rising of a formula which while having such a provision as its cardinal fea
ture would make it amply clear that it meant no restriction or abrogation of 
her right to favour 'or handicap nationals and non-nationals on economic 
erounds. 

35. This of course meant that we entirely repudiated and dissociated 
· ourselves from the position reached at the first session when 

.. At the instance of the British commercial community the principle 
.was generally agreed that there should be no discrimination between the 
rights of the British mercantile community and firms trading in India and the 
rights of the. Indian-born subjects." 

36. SlrTej Bahadur Sapru and Mr. Jayakar themselves admitted that 
the resolution was vague and susceptible of improvement. To our own minds 
it was something worse than vague and crude, as, it amounted to an assertion 
· of equality between the British community and Indian-born subjects, even in 
the economic sphere where the conditions were so unequal and it took 
away the right of the future Govemmeot to pass any legislation even when 
its object was to protect the weak against exploitation by the strong. 

37. After Gandhiji had had his first talk with Mr. Benthall, Mr. Birla 
· was invited to join the discussions. Sir Purshotamdas had not yet arrived. 
Mr. Benthall and Sir Hubert Carr placed before them a formula. Gandhiji 
accepted the principle that there should be no racial discrimination, but 

· Mr. Birla while agreeing with him thought that it did not make adequate 
provision for the protection of such concerns as might cequire protection in 

· the national interest Brolinst stronger concerns, in all probability British. 
Mr. Benthall agreed that llO long as certain concerns were subsidized not 
on racial but on economic grounds 1 here could be no valid objection, but that 
cases requiring such subsidies would be few and far between. Gandhiji 
thought' otherwise and cited instances from South African history to prove 
his point. Sir Hubert Carr said that the question of subsidies would arise 
only in regard to trade and not in regard to concerns, but both Gandhiji 
and Mr. Birla disagreed. Eventually it was decided that the formula should 

· have adequate provision of the kind insisted on by Mr. Birla. 

. 38. The question of inquiries into old contracts and leases was next 
, discussed. Both Mr. Benthall and Sir Hubert Carr ';ehemently opposed 
the demand at first. In reply to their· contention that where a transaction 
was proved to have been put through because of fraud or corruption the 

· common law would prevail, Gandhiji said that the new CODYmtion was 
suspending the common law. They said that there was DO desire on their 
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part to secure a suspension of the common law and it was agriled that-for ail 
practical purposes the common law should prevail and where the GoverA
ment had reason to believe that certaiI\ transactions had taken place ilL a. 
corrupt or fraudulent manner it would have the right to investigate such 
cases and take necessary action. 

39. The case of the Indian mercantile marine was specifically cited 
during the discussion and Mr. Birla got the impression that the British dele
gates were not averse to the development of such a marine, that they saw 
the justice of .our case and had little sympathy with the tactics employed by 
the Inchcape Group. 

40. We discussed the position at other meetings. Sir Purshotamdas 
had now arrived and joined the cliscussions. Though there was general 
agreement on the principle of non-discrimination on racial grounds, that by 
itself did not satisfy the British group. Towards the last sittings, a wider 
formula was produced by Mr. Benthall and Sir Hubert earr which was not 
acceptable to us without amendments which they in their turn would not 
accept. The question had not advanced beyond this stage by the time the 
Conference came to an end. 

41. These negotiations with the European Group continued for weeks. 
We realised that we had t) work under serious handicaps. In any case we 
had not the same advantages as the other side. They had not only a well
equipped Secretariat of their own but all the other possible channels of 
information and advice were open to them. Mr. Benthall in a speech which 
he is reported to have made at a meeting of Calcutta Royalists said that they 
had the benefit of invaluable advice not only from eminent Professors and 
men like Sir John Simon and Lord Reading but from .. all the principal law 
officers of the Crown, the India Office and the Foreign Office." Our re
sources were obviously nothing as compared with these. We cannot 
say that the talks which the European Group had with us preserved an even 
"tenor. The course of events elsewhere had its reaction even on these nego
tiations and both their pace and intensity varied with the varying fortunes of 
the Conference. 

42. Our own attitude was as reasonable as firm. We did not press for 
racial discrimination but at the same time we made it amply clear that we 
would not agree to anything which curtailed or restricted India's right to 
pursue the economic policy which she considered to be in the best interests of 
the country'irrespective of the fact whether those adversely affected by it 
were nationals or non-nationals. We cannot do better than quote the follow
ing from the speech delivered by Sir Purshotamdas Thakurdas on Com
mercial Discrimination at the meeting of the Federal Structure Committee_ 
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"We'are all unanimous that we want to exercise no discrimination 
qua racial discrimination, no discrimination against ,a person or a 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 discrimi. 
nating both against a non· national and against a national on other grounds 
more reasonable and more justifiable." 

We are committed to no~ing more or less than this. 

43. The negotiations could not 'be completed in London and each 
side" is yet to say its last word on the subject. Meanwhile let us be clear in 
our own minds as to what we really want or should have in the matter of the 
right to discriminate. 

Do we limply want that we should have a right to protect our industry. 
,where it is being strangled by powerful no I-national concerns or to foster 
it where in the absence of direct aid and enco~ragement it is impossible for 
Uto grow? Or do we want that we should have a right to discriminate 
for ,tbe pur,'ose of ousting all non·national interests from India simply 
because they are non-nationals? If our object is the former then we are 
convinced that it would never be necessary for India to have recourse to 
discrimination on racial !.rrounds; but if what we want is the latter then we 
confess that we did not strive for it in London. We did not SO strive 
because we ourselves do not believe in the latter ideal or object. We sincerely 
believe that we can say the same of the Indian mercantile community. 

44. 1£ we contend that the legislature should have full powers to 
make discrimination even on the ground of race. colour or creed we do not 
ask for anything to which there is no parallel in other constitutions in the 
British Empire. nor do we put ourselves out of court in other parts of 
the Empire where Indians still continue to sulIer from the effects of the 
colour bar. But by taking up such an attitude we do go against both 
Gandhiji and the CoD!.'reSS who want no racial discrimination. This is what 
Gandhiji said at the Conference:-

"I want to associate myself completely ~itb the British merchants and 
~pean hoUoes in their legitimate demand that there should be no racial 
d\8crimination. I. who had to fight the Great South African Go"ernment 
for over 20 years in order to resist their colour·bar and their discriminating 
lecislation directed against Indians as such could be no l'arly to discrimiua
tiOIl of that character against the British friends wbo are at I'reSt,nt in India. 
ilr who may in future ~ entry. I sl1eak on behalf of the CoU!.'TesS also. 
The Congt'e6S too holds the 6alUe 'liew". 
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45. Do those who insist on racial discrimination as such seriously be
lieve that they have any chance of success in a fight in which the weight of 
the Congress is against them? Both as a matter of creed and policy they' 
should drop that part of their demand if they have not already dropped it. 

"India for Indians" is a phrase emb~dying a noble sentiment, but only 
if it excludes all thought of exploitation of the masses by either nationals or 
non-nationals. Any narrow interpretation of it would mean in the language 
of Gandhiji the exclusion of even an Andrews or of a Mira Behen from the 
service of India as it would mean their expropriation for no othe: fault 
than their British nationality? We do not think the country would be pre
pared to endorse such an interpretation and such a demand. 

46. We could, if we wanted to, certainly make out a strong case even 
for such discrimination. Sir Purshotamdas in his speech at the Federal 
Structure Committee said that the worst sinner in this respect had been and 
was the Government of India itself, which had been exercising discrimina
tion against Indians in a variety of ways ever since it was estahlished. 
But two wrongs do not make a right and there is a good deal in Gandhiji'. 
exhortation that we should never disfigure our statute-hook by placing upon 
it any thing amounting to discriminatory legislation based on colour or race. 

47. By setting our face against racial discrimination we do not depri
ve ourselves of our right to protect our interests, if and when necessary, 
through the machinery of the law. Gandhiji instanced the British India 
Steam Navigation Company as a monopoly which had already assumed 
dangerous proportions and said:-

"Everyone of us knows what money can buy, what prestige can buy 
and when such prestige is built up which kills all the saplings ......... it then 
becomes necessary to lop off the tall poppies. Tall poppies ought not to be 
aIlOl.-ed to crush these saplings. That is really the case on behalf of the 
coastal trade." 

48. We do not think it will ever be beyond the power of the legislature 
to give protection on economic grounds to industries of the kind referred to 
above which may really be deserving of it. 

There are well-known weapons in the legal armoury of advanced nations. 
to be used against associations aiming at monopolies. We need only instance 
the American Trust Laws. In the words of Lord Sankey, key indusries can 
be protected aud unfair competition penalised without the use of discrimiua. 
tory measures_ Indigenous industries may also be encouraged by a system 
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of bounties or subsidies with such conditions as the legislature may think fit 
to attach to the grant. The conditions prescribed in the recommendations 
of the External Capital Committee have been generally accepted by our 
opponents. 

49. What Mr. Benthall, however, demanded in his speeches was 
much more than our willingness to forego the right of racial discrimination. 
To quote the words of Sir ~shotamdas Thakurdas from the same speech:-

"The result of what Mr. Benthall required struck me, at any rate, as 
indicating 'you shall not touch any thing which any Britisher is interested in, 
and we want provision for it from now.' I wish to submit that that is a tall 
order." 

50. Mr. Benthall has since claimed that the substance of their de
mands was granted at the Conference. He knows that there are portions of 
the Re;>ort of the Federal Structure Committee on Commercial Discrimina
tion from which several of the members expressly dissented. Gandhiji him
self had some criticism to offer of the way in which these reports were 
drawn np. Speaking at the plenary session he said:-

"I would first of all say a few words in connection with the Reports 
that bave been submitted to this Conference. Yon will find in these Reports 
that 'So and so is the opinion of a large majority: some. however, have ex, 
pressed an opinion to the contrary' and so on. Parties who have dissent
ed have not been stated. I had he.'\rd when I was in India, and I was told 
when I came here, Ulat no decision or decisions will be taken by the ordi
nary rule of majority." 

51. The report as drawn up by Lord Sankey begins with a confirma
tion of the Resolution of the first session and then says:-

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

We need hardly o.'\y that we go no further than this so far as the point 
of discrimin:.tion is concerned. 

Mr. BenUla1l and Sir Hubert Carr were told by their advisers that 

" No set of words however carefully drafted could alone save us entirely 
from adlllinistrati\"e discrimination by a purely Indian Government provided 
it was deternlined to discriminate." 
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52. This explains why the Report recommends a clause prohibiting 
both "Legislative and administrative" discrimination. As to that, we may 
observe that we never agreed to the inclusion of administrative discrimina
tion within the scope of the prohibitory clause. Nor did we accept the view 
expressed in the Report that-

" Where the Governor -General or a Provincial Governor is satisfied 
that proposed legislation, though possibly not on the face of it discriminatory, 
never-the-less will be discriminatory in fact, he will be called upon ill 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 Purshotamdas speaking at the plenary session called such provi
sions and expressions "efforts to overdo the discrimination part and to 
over-safeguard it." Explaining our attitude he said-

"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 drafted 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 constitution or to 
any report where things are not put on a basis which will permit the consti
tution working smoothly, without unnecessary interference and without 
unnecessary litigation." 

53. When the report was under discnssion in the Committee [0 one 
except Sir Purshotamdas Thakurdas and Mr. Joshi dissented from the view 
that adminstrative discrimination should be on a par with legislative discrimi
nation. 

Mr. Jayakar, however, made his attitude clearer at the plenary session 
when he said:-

"Unfortunately the Report was very hastily accepted, if I may say so, 
my Lord Chancellor, but that was nobvdy's fault. We were running against 
time. Consequently a few things have crept in which may require revision. 
Sir Cowasji Jehangir referred to one, namely, adminstrati>e discrimination. 
These will have to be revised." 

54. We take this opportunity to say that both Sir Cowasji Jehangir 
and Sir Pheroze Sethna made usdul contrihutions to the debates on this 
matter, and the former, in particular, uttered an emphatic protest at the 



plenary session against the portion of the report dealing with administrative 
discrimination. 

55. The resolution of the Committee of the Federation passed on the 
16th .October expressed the view that "the future Legislature of the country 
sbould have unfettered powers, if necessary in the interests of the country, 
to discriminate against non-nationals." 

The phrase "in the inte. est of the country" has a very wide scope. It 
may justify discrimination not only against non-nationals but also against 
nationals, and this is exactly the position which we have taken up. Should 
those discriminated against happen to be non-nationals it cannot be called an 
act of discrimination because such action is taken not on racial but on econo
mic grounds. This is the essence of our commitment. 

FINANCIAL SAFEGUARDS. 

56. On the question "f Finance. your representatives stood for its 
complete transfer, subject only to such saleguards as are ordinarily involved in 
a constitution and as lnay be proved to be in the best interests of India. In 
the Federal Structure Coml1!ittee Sir Purshotamdas Thakurdas made it clear 
that "Nothing but a completely responsible minister, a minister completely 
responsible to the legislature, will satisfy us and tlmt no safeguards devised 
by this Conference in the shape of control from outside India will be accept-. 
able to us." The Report of the Committee correctly interprets this attitude 
when in referring to the objections taken to the recommendations of the first 
Round Table Conference it says:-

"Some members again who had not participated in the committee's 
earlier discussions, went furtller in tbeir objection to tile financial safeguards 

. and e.,,<pressed themselves as un\villing to contemplate any limitations upon 
the powers of an Indian Finance Minister to administer his cbarge in full res
ponsibility to the Legislatures on the ground that a constitution which did 
not concede complete control of finance to the Legislature could not be des
cribed as responsible Government, and that derogation from complete con
trol would hamper the Finance Member in the discharge of his duties." 

57. As part of the machinery to which the day-to-day administration 
of finance was to be entrosted we favoured the establishment of a Reserve 
Bank with the e."<press stipulation that it was to be created by an act of the 
Indian Legislature and was to be in no way under either Whitehall or the 
Bank of England. 
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58. Mention must be made here of the new proposal that there should 
be a "Statutory Advisory Council, so constituted as to reflect the best finan· 
cial opinion of both India and London, which would be charged with the 
duty of examining and advising upon monetary policy." The sponsors of the 
idea were n~t quite agreed whether it should or should not remain in 
extistence after the Reserve Bank has been established. The details of the 
proposal were given by Sir Tej Bahadur Sapn!, who said:-

.. As regards the appointing authority, I should vest the power in the 
Governor·General,who should exercise that power upon the advice of or in 
consultation with his Ministers .............................. So far as the tenure of 
office is concerned, you can have three years 01' five years. Further than that 
I should give this statutory Finance Council the power to call for any 
information or any facts or figures relating to currency and exchange, with 
which it shall deal, from the Finance Department. With regard to things 
that may happen - if the Finance Council gives advice to the Finance 
Minister and the Finance Minister accepts that advice there is an end of the 
trouble. If the Finance Minister, however, refuse to accept their advice, 
I should make it obligatory on him to lay before the Legislature the opinion 
of this expert Financial Council, and I should give further power to this 
expert Financial Council to have its views properly represented, through one 
of his agents, in the Legislature, and that would not by any means be 
inconsistent with the character of responsible Government. You can find 
instances in various constitutions where experts are allowed to present their 
view of the matter without having the power to vote. When the Legislature 
has dealt with the question, or has refused to accept the opinion of the 
Finance Council, then the Governor·General comes in, and he comes in in the 
ordinary constitutional manner in which he comes in in any other case in any 
other Dominion. I should give the Governor·General the power of veto. 
should give the Governor·Geueral the power to reserve a Bill for the pleasure 
of the Crown. I should even have the power of dis·allowance vested in the 
Crown in England. " 

59. Our own view of the matter was that the Council was not such a 
necessity and this had the support of Lord Reading, among others. His 
Lordship observed:-

.. The view I took at the earlier stage was that currency and exchange 
be dellt with by the Reserve Bank which should be established on non· 
politicallines, and which, when established, would have the management of 
currency and exchange. That does not mean for one moment that it fixes 
t.he ratio. The ratio would be fixed by the Legislature, as it is now by t.he 
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Act of 1927, that fixed it. But the management of the currency and ex
change are quite different things. and the object of entrusting them to a 
Reserve Bank is that you may be enabled, by means of a non-political body 
consisting of experts, charged with the duties and also having the necessary 
powers. to preserve the stability of exchange and currency, and thus to main
tain and even enhance the credit of India; and so far as I can see there is no 
way of dealjng with that except by means of this Reserve Bank. Whether 
some temporary provision may be made by introducing a Council, assuming 
that you have once established your constitution, and that Council may be 
consulted and may express its views. I shall not go into at this moment, be
cause it does not seem to me that that is an essential part of the management 
of the Currency. although it may be very useful. as it certainly often is, to 
bring others in who may have their views' in order that they may expound 
them and put them before those who are responsible." 

60. What determined our attitude in connecti0n with ~proposal was 
the necessity we felt of carrying delegates like Sir Tej Bahadur with us as far 
as possible in our endeavour to reach a settienlent securing the substance of 
Indian demands. Provided that the proposed Council renmined a purely 
advisory body. the appointments rested solely with the Cabinet and that it 
was not made to serve tile purpose of a clog in the financial wheel, we were 
ready to give the proposal our best consideration. Nothing was finally settled 
by the time we departed. and in tile Federal Structure Committee Sir Pur
hotamdas made it quite clear that we did not stand committed to any detail 
of the scheme. 

61. The discllssion on Financial safeguards did not proceed beyond 
the preliminary stage because of Sir Santul Hoare's suggestion for postpone
ment coupled with a warning that if the Conference chose to discuss the 
safeguards then and there, they would have to he of a much more rigid cha
racter than otherwise. 

62. London at the time was more or less panicky. No one, not even 
the leaders of the Labour party with whom we discussed the matter, thought 
that we could achieve anything by pressing our points at that moment. We 
tried as suggested to get into touch with City Financiers but we failed to 
secure anything more than one meeting ooly where we bad a preliminary talk 
only. 

. 63. Some prominent financiers and others in touch with City opinion told 
us that it would he impossible in the absence of adequate safeguards to secure 
a renewal of the loans amounting to about I.67.OCXJ,OCXJ that ,,'ill be maturing 
in the next seven years. The City would not lend except 011 Us 0W1l terms 
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and we must face the fact of determining the extent to which it is necessary 
for India to satisfy the City fmanciers about India's financial stahility. 

64. In the course of our discussions we pointed out to those connected 
with City financial houses that the Governor-General should not occupy a 
better position than that of a debenture holder in respect of reserved items 
like loan services and military finance and that he should step in only in case 
of default. So long as we made the stipulated payments no one should have 
any right to interfere. We proposed this arrangement to last only for the tran
sition period, but it was pointed out by the other side that intervention in 
case of default might be some\\'hat too late. Gandhiji therefore suggested a 
formula but the position to our mind requires something more than merely 
making provision for the satisfaction of our creditors. 

65. As Mr_ Birla remarked in his speech at the plenary session, more 
than 80% of our revenue is to be earmarked under the proposed arrangement 
for military finance, debt service, etc., and where more than 80% of the 
revenue is so mortgaged little latitude is left to the Finance Minister in the 
arrangement of taxation. While therefore we would be quite ready to 
provide legitimate safeguards, in our opinion no safeguard that does not 
unduly encroach upon the liberty of the Finance Minister is possible unless 
the" mortgage" is substantially reduced. 

66. Mr. Birla in his speech made a pointed reference to directions in 
which equity and fairplay demanded a lightening of India's financial burden. 
He showed how military expenditure had kept piling up since 1913-in about 
a decade and a half it had registered an increase of something like 100% - ~ 
and suggested its being brought down to the pre-war figure of 33 crores, if 
not lower. But mere reduction was not enough; the fact that the Indian 
army was admittedly maintained to a large extent for Imperial purposes justi
fied a substantial contribution from England towards the cost. Then there 
was the question of an equitable adjustment between the two countries in 

. respect of India's liabilities, present and past. A strong prima facie case for 
enquiry had been made out and justice demanded that the whole matter be 
referred to an impartial tribunal for adjudication and award. "If we attacked 
only these two items "said Mr. Birla, " we could make a substantial 
reduction. Then if we could so reduce our mortgage, probably the safeguards 
would be tolerable. " 

67. Gandhiji in endorsing the view expressed by your representatives 
at the Conference said;-
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"Three experts from the Federation of Commerce and Industry have 
in their own manner each in his different manner, told you out of their expert 
experiences how utterly impossible it is for any body of responsible ministers 
to tackle the problem of administration when SO per cent of India's resources 
are mortgaged irretrievably. Better than I could have shown to you they have 
shown out of the amplitude of their knowledge what these financial safeguards 
mean for India. They mean the complete cramping of India." 

6S. In any future discussion of the question we should see to it that 
attention and effort are concentrated on the reduction of the "mortgages", 
as that alone can provide safeguards satisfactory to all concerned. 

Mr. Benthall and others saw the point raised by Mr. Birla. It was 
hoped that it would be possible to arrange for a full and ftank discussion of 
the question between the financiers of the two countries and thus to reach a 
settlement equitable to both sides. But as mentioned above, London at the 
time was hardly in a mood to settle this question and we had to rest satisfied 
with putting forward our points of view as best as we could. 

69. Before leaving England towards ti,e end of January this year, Mr. 
Birla saw the Secretary of State and ur!(ed upon hint the necessity of tackling 
the whole question of financial safeb'Uards at the proper point. It made 
all the difference, he said, whether the s,ueb'Uards came to 5% or 95% of 
the whole. Mr. Birla suggested a special committee or sub·committee of 
financiers to investi!,'llte the matter and sUW!est directions in which it would 
be possible to reduce the burden which India has to take upon herself. The 
Secretary of State promised to write to Mr. Birla on this subject though he 
suggested that Mr. Birla should meanwhile see the Viceroy and the Finance 
Member and discuss the matters with them. 

70. In the last stage of tI\e discussion on Financial safeguards in the 
Federal Structure Committee, Sir Purshotamdas raised the question of the 
Statutory Railway Bo.'\rd which formed the subject of a recommendation in the 
earlier report and he pressed for the acceptance of the view that such a 
Board would be set up only by an act of the ICb'isiature. The chairman said 
that ti,e matter had not yet beeu di",,-ussed and iliey would ha\1: to leave it 
for future discussion wiiliout saying anything about it in ilie present report. 
Sir Tej Bahadur Sapru in reply to Sir Purshotamdas said iliat a. the report 
of the first plenary session showed U\ey bad all objected to ilie Statutory 
auiliority being created at all and that tbe committee in making ilie present 
report was not committing itself to any opinion on the subject. J 
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CONTROL OF THE ARMY IN INDIA. 

71. At 11, King Street, in the vicinity of St. James's Palace, where we 
met from day to day for an exchange of views and informal dis..ussions, we 
considered a scheme framed by the Liheral Leaders, with a view to dis. 
cover a basis of compromise /:)0 the question of Army control. Gandhiji also 
was present and took part in the discussion, though he did not commit him· 
self to any definite scheme it could be seen from the trend of the discussion 
that he was not averse to a reasonable compromise on the question. So far 
as your representatives were concerned, tbey promised to co·operate in this 
endeavour to reach a compromise provided the scheme was modified in the 
light of the criticisms which had been expressed at the meeting. The matter, 
however, made no progress. 

The scheme is as under:-

1. The member in charge of defence shall be chosen from among the 
Indian elected members of the Federal Legislature and shall be generally 
responsible to the Governor.General. 

II. 1. Having regard to the new political structure of India and to 
the necessity of enabling India to undertake the defence of the country by 
her own national army within the shortest time consistently with the 
safety of the country and bearing in mind the necessity of effecting sub· 
stantial economy in military expenditure, a mixed committee of military 
experts and Indian public men shall be immediately appointed for the 
following purposes :-

(a) to submit a report embodying a programme of Indianisation and 
the steps to be taken to give effect to it, 

(b) to make recommedation regarding the economies in military 
ex .. enditure that can be immediately effected and within a given 
period of years, 

(e) to submit a scheme for the gradual substitution of Indian troops 
for the British troops now serving in India, 

(d) to recommend the steps that will have to be taken to throw open 
the ranks of the army to all classes in India, 

(e) to recommend further the immediate steps that have to be taken 
for the establishment of an Indian Sandhurst, 
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(t) and lastly to adjudicate on the claims of. the Indian Government 
regarding the non-liability to pay: 

(i) capital charges, 

(ii) N ation.iJ Health Insurance charges, 

(iii) Unemployment contributions. 

2. The process of Indianisation referred to above shall be further 
expedited when the present size of the army is reduced. 

3. The report of the committee on all the subjects referred to 
above will be submitted to His Majesty's Government and will be consi
dered by a joint conference of representatives of His Majesty's Govern
ment and nominees of the Round Table Conference and the decisions 
arrived at by. the joint body wiil be treated as an integral part of the new 
constitutional structure for the time being. 

4. There will be quinquennial examination of the policy followed 
during the preceding period, with reference to the policy of Indianisation, the 
substitution of Indian for British troops and the financial requirements of the 
army by a committee consisting of representatives of the British and Federal 
Governments. 

III. The Federal Government shall have control of the policy of 
Indianisation of the army and of the establishment and maintenance of the 
necessary military institutions and shall be subject to the Federal Legislature 
in this hehalf. 

IV. The expenditure of the army shall be provided for on a contrac
tual basis periodically according to the method suggested above. 

V. No portion of the Indian army shall be employed outside India 
except with the sanction of the Federal Government. 

THE CONFERENCE. 

72. \Ve are aware of the general opinion in India that the Conference 
was a failure. We also know that some have put forward a different 
estimate, and a different valuation. If the main purpose of the Conference 
was to complete the constitutional picture outlined at the first session or at 
least to facilitate pro!,.'fess by getting rid of questions which had proved a 
sttmlblillg block, all we can say is that its record proved a bitter disappoint
ment. Important questions were left eitller untouched or und x:ided and 
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attention was deliberately diverted to peripheral details to the neglect of the 
centre. IncidentallY,.of course, the Conference gave delegates from India 
opportunities to establish valuable personal contacts and to secure a consider
able' amolmt of publicity for the correct Indian case. But to say this is not 
to admit the success of the Conference itself. 

73. Thin~s which really mattered were either not discussed at all or 
relegated to the fag end of the session when a ceremony of discussion was 
hastily gone through and the so-called conclusions embodied in the Committee's 
Reports. This was the procedure adopted in the case of Defence, External 
Relations, Commercial Discrimination and Financial Safeguards. Sir Purshot
amdas Thakurdas, your representative on the Federal Structure Committee, 
had some thing to say about this aspect of the matter in his speech at the 
plenary session;-

" The financial safeguards and the commercial discrimination questions 
were both discussed in less than two and a half days and the Reports had to 
be disposed 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 felt 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, I did not find myself 
ready to be committed to the Report minus the protests which I had got 
recorded. " 

74. There was a good deal of truth in Mr. Wedgwood Benn's spirit
ed remark that the Government seemed anxious to bring the whole thing to 
an end "with a Bradshaw in one hand and a stop watch in the other." 
But apart from the questiou of time which was allotted to a discussion of 
vital questions like these, what was seriously lacking was willingness on the 
part of the Government to reach a settlement with those who represented 
real Indian opinion at the Conference. What was manifest all throughout 
was a desire to put things off and even to break the Conference up hy poli
tical manoeuvring. 

75. No concrete proposals were ever placed before the Conference 
nor was there any satisfactory response to appeals that the Government 
should tell the conference how far they were prepared to go. 

76. For about two months the Federal Structure Committee was oc
cupied with consideration of details of second rate importance. Indeed at 
one time it looked as if the Conference was to be wound up without even a 
mention of questions like trading right and financial safeguilrds, 



77. We might refer in this connection to the attdmpt, or at ieast, to the 
serious intention, in high circles, to go back to the Simon ~ommis.ion Repert 
and to cover the break·up of the Conference with a grant. of Provincial Auto\ 
nomy without any responsibility at the centre. Mr. Benth;.u is reported fd ' 
have said:-

"As the result of the election the policy undoubtedly changed, The 
tight wing of the new Government made up its mind to break up 
the Conference and to fight Congress. The Moslems who do not 
want Central responsibility were delighted. Government undoubt
edly changed their policy and tried to get away \vith Provincial 
autonomy with a promise of Central reform." 

78. But for the united front presented against the move by an impor· 
tant section of the Conference with which your representatives whole-hearted
Iy co-operated, the reactionaries would have succeeded. The letter of pro
test originally addressed to the Premier was signed by all three of us and on 
a subsequent occasion when a debate was initiated by Pro£. Lees.Smith on 
the subject in the Federal Structw'e Committee, Sic Purshotamdas while re
gretting that we had no oppcrtunity of signing the statement made by 
some of the delegates the previous day expressed our complete agreement 
with it and told the Committee, on behalf of Indian commerce, that India 
would never be satisfied \\~th mere provincial autonomy and that it was sure 
to prove a dis.'\strous course of action to take. 

The opposition led to a change in tactics, the final result remaining the 
same. The Conference ended as it begal1 with words which could mean 
everything or nothing at all. . 

THE COMMUNAL ISSUE. 

79. And here we may say something about the communal deadlock 
which contributed no less to the failure of the Conference. Its composition 
never inspired any hope that it would be able to visualise the good of the 
country as a whole and close the communal rank; still Gandhiji persevered to 
the end in his attempt to find a solution and bring all on a common platform. 
Your representatives gave him their unstinted co-operation and help in that 
direction. Both of your Hindu representatives take this opportunity to pay 
their tribute to the earnest work done by Mr. Jamal Mahomed who despite ill 
health spared no pains to bring about an honourable compromise. The libe
rals also strove hard for a satisfactory settlement and their attitude in this 
matter was all thn;ugbout admirable. 



80. The London atmosphere, however, was anything but favourable 
to a settlement of the question. From the very beginning the Communal 
issue was thrust to the forefront so as to take precedence over the determina
tion of the Constitution itself. People did not know what exactly they were 
going to have and naturally could not measure the sacrifice at the time when 
they were l,trged to make in the common cause. 

8t. But even as things were, much more could have been achieved if 
communalism were conlined to the Moslem camp_ Unfortunately there were 

Hindu and Sikh communalists too_ . Some of them were more logical than 
patriotic while others could see nothing beyond their community or province. 
they rendered Gandhiji's task impossible. We would like to state OUf bitter 
experience that communalism did the greatest disservice to India's cause, and 
a;'peal to all concerned to join in a sincere effort even at this hour to get 
these differences out of India's way. We wish to quote here the remarks of 
Mr. Herbert Edwards in his book" A year on the Punjab Frontier" which 
he published in 18:-0. He was mainly responsible for the subjugation of the 
13annu Valley which had defied Sikh arms for twentyfive years, but had been 
re:lcefttlly annexed by the Government of India to the Punjab without a shot 
being fired. He sal'S in the preface;-

"This book is simply what it professes to be - the result of a busy 
year, on an important frontier, in a country and at a crises which 
have excited the national attention of Englishmen. In writing it, 
the object I have in view is to rut on record a victory which I my
self remember with more satisfaction than any I hel;"led to gain 
before Multan-the bloodless conquest of the wild valley of Bannu . 

. It was accomplished, not by shot or shell, but simply by balancing 
two races and two creeds. For fear of a Sikh army, two warlike 
and independent M uhammedall tribes levelled to the ground, at my 
bidding, the fOllr hundred forts which constituted the strength of 
their country; and for fear of those same Mohammedan tribes, the 
same Sikh army, at my bidding, constructed a fortress for the 
Crown, which completed the subjugation of the valley." 

Surely, the leaders of the various communities, Hindus including the 
depressed classes, Moslems and Sikhs, do not wish such a tragedy to happen 
again regarding the question of an all-India constitution and we trust that 
Indians as a whole will benefit by the disclosures made by Mr. Benthall in his 
statement to the European group in India (Appendix "0"). 

82. Attempts have beeD made to fasten the blame for the failure of 
the Conference on Gandhiji. Nothing could be a grosser lie or calumny_ 



We had the privilege of coming in close contact with him in London and of 
enjoying his confidence even though to a snjall extent. We can say from our 
personal knowleclile that he was all along anxious for peace if it could be had 
on reasonable terms not excluding a compromise. 

83. His very first speech at the Conference in which he formulated 
the National Demand was according to the "Manchester Guardian" sensa
tional for its moderation •. And all the time he was there, he was nothing but 
moderate in his demand and willing to go to the farthest extent to meet those 
with whom he was negotiating. 

84. Time and again he made his attitude clear in the plainest of terms. 
We could give several extracts from his speeches to prove our point. but one 
will suffice. '~While' withdraw not one word of the speeches that' had to 
make at the Federal Structure Committee", he said at the plenary session, 
'" am here to compromi.e; , am here to consider every f.,rmula that British 
ingenuity can prepare, every formula that the ingenuity of such constitution
lists as Mr. Saotri, Sir Tej Bahadur Sap\'ll, Mr. Jayakar, Mr. Jinnah, Sir Moh
ammad Shafi and a host of other Constitution lists can weave into being. , will 
not be baflled. , shall be here as long as I am reqnired because I do not want to 
revive civil disobedience. I want to turn the truce that was arrived at at Delhi 
into a permanent settlement. But, for Heaven's sake. give me, a frail man 
of 62 years gone. a little bit of a chance. Find a little cornel' for him and the 
organisation that he represents." The appeal fell on deaf ears for the time 
being and he had to rehn'n in Mr. Benthall's words "empty-handed". 

MR. BENTHALL ON THE CONFERENCE. 

85. Whilst this Report was being drafted we happened to see in the 
newspapers of Calcutta, Delhi and Bombay full copy of a resume of 
Mr. Benthall's general remarks that he is said to have made to the Committee 
of an Association in Calcutta. As Mr. Benthall has not thought it necessary 
to contradict this as a genuine document from him, we are justified in taking 
it to contain his latest views On the R. T. C. work in London. We enclose 
herewith a • copy of the said report. and we think that for purposes of record 
it may usefully be printed with our Report so that the Member-bodies of the 
Federation may read. side by side. with this Report, the proceedings of the 
Conference as viewed by Mr. E. C. Benthall. the latest nominee of British 
Commerce On the Round Table Conference. VIe need hardly say that this 
Report coming from Mr. Benthall has pained US especially in view of his 
attitude in London in conferring with Mahatma Gandhi in private meetings 

• A"endiz "0" 



on approximately a dozen occasions and in expressing a great desire to see 
the Indian question settled in the correct manner. We are sure that every 
Indian reader of this statement would make due allowance for the audience 
which Mr. Benthall was addressing, hut the aspersions that he makes against 
Mahatma Gandhi can hardly do credit to Mr. Benthall, or give a correct 
guide to his community from a representative of the community to the 
R. T. C. Mr. Benthall has.thought fit to put in Mahatma Gandhi's mouth 
several expressions which we have no hesitation in challenging as purely 
imaginary fabrications. Two of your Delegates, Sir Purshotamdas Thakurdas 
and Mr. G. D. Birla were present at most of these interviews, between 
Mahatma Gandhi and Mr. Benthall or Sir Hubert Carr at least after the 5th 
Octoher last and these two are in a position definitely to say that they never 
heard Mahatma Gandhi to say anything like what Mr. Benthall puts in his 
mouth" that he would humble Hubert Carr to the dust." We could, if we 
wanted to, deal with each paragraph of Mr. Benthall's statement and comment 
on it, but that would make this Report unnecessarily long, particularly as we 
have no doubt that the Indian public will assess at its correct value the 
mentality which is behind this distorted version. There is, however, one 
subject referred to by Mr. Benthall, which we consider it necessary to touch 
upon here. In paragraph 13 of his statement, in the latter part, Mr. Benthall 
refers to Mr. S. N. Haji's statement at the Burma Round Table Conference 
that Indians in Burma wanted a guarantee that there would be no discrimina· 
tion against them by the future Government of Burma. Mr. Benthall says 
that this demand coming from Mr. S. N. Haji is to his mind 'a beautiful piece 
of irony". We may say that we all three of us had long conversations with 
Mr. S. N. Haji and the two other Indian Delegates to the Burma Round 
Table Conference and we impressed on them the necessity of Indians in Bur
ma not making any demand of the nature indicated by Mr. Benthall. Mr. 
Haij and his two colleagues saw the justice of our suggestion, but said that 
they were bound by the mandate given to them by their electorate in Burma. 
Even Mahatma Gandhi, we uuderstand, strongly urged the Indian Delegates 
from Burma not to put forward any demand which would make to Burmans 
their freedom to administer Burma a restricted privilege. We are sure 
that Mr. S. N. Haji will, at the right time, explain his attitude on the Burma 
Round Table Conference, but we mention this here to remove any impression 
that any responsible party or association in India from the Indian National 
Congress downwards ever agree with or approve of the attitude taken 
up by Indians on the Burma Round Table Conference. 

86. Mr. Benthall has not added to his public reputation by what 
he bad told his audience. So far as we are concerned, we may say 
his speech has even shocked us, as all throughout the negotiations the 
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one distinct impression he made on us was that· he was carrying them on 
without any such reservations as are evidenced by his utterance, and that 
he did sincerely desire a settlement with us on all the outstanding questions 
and was prepared to co-operate with us all along the way in a ioint 
endeavour to reach a lasting solution of the Indian problem. A hopeful 
beginning has been made and it was understood when we parted that the 
threads would be resumed here in India and the work continue. 

Mr. Benthall's speech puts a different complexion on the above impres
sion. It appears that things were not really what they seemed. We would 
not rebut the criticism, if it is forthcoming. that we were taken in by the 
mask or make-up and were more than fair to the other side'in some respects; 
but in any case we have this satisfaction that we deceived nOlle by either 
concealing a card up our sleeve or playing with cards which were not what 
they pretended to be. In spite of our experience we have had in this 
instance, we see no reason to believe that all Englishmen. here or in 
England. endorse Mr. Benthall's opinion or attitude and that India need 
give up hope of coming to an understanding with British commerce. 

OUR GENERAL IMPRESSIONS. 

87. We have stated as briefly as possible what we were able to do in 
London. In fairness to the British Parliament and people it must be record
~d that the collapse of the British currency abollt the middle of September 
last and the unavoidable necessity of having a fresh parliamentary election. 
diverted the attention of the British public from the Rounnd Table Con
ference to their domcstic policies and problem. The various cabinet Minis
ters had their attention completely diverted to the political upheaval. and 
during the whole of October, it can safely be said that U,e Federal Structure 
Committee worked only to mark time. Only members of the House of Lords 
on the Federal Structure Comnlittee were free enough to either attend or take 
part in U,e discussions. 

88. We would like to add a few words to record the general impres
sion which we received from the attitude towards India of the man in the 
street in England. We think that we could say that we did not find him 
hostile to Indian aspirations. The average Britisher does not dispute that 
India has every right to self-determination. While the people have every 
sympaUty \lith Indian aspirations, Ute fact remains Utat Utey have been 
educated on lines which at times make U,em entertain apprehensions about 
our capacity for self-government There are genuine apprehensions in respect 
of Ute communal problem and Ute capacity of Indians to defend Uteir own 
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country. In financial circles they further apprehend that there may be a 
financial breakdown uuder a new Government. They admit the capacity of 
Indians to govern themselves but they argue upon the probability that every 
nation which is new to its responsibilities is likely tn make experiments which 
may lead to disaster. They are therefore very keen about financial safeguards 
being somewhat rigid during the transition period. 

89. While therefore it can be said that the general public if they were 
properly educated would not be against India's cause, on the other hand 
there is a very strong party at present predominating in Parliament, which 
either on account of its ignorance of Indian affairs or from prejudice wants to 
keep India under subjection. This party really counts at present and to a 
very large extent the London Press is controlled by it. The general public 
therefore while sympathetic does lIot get the right kind of education and is 
not even assertive enollllh to influence in our favour those who count. To this 
party several suggestions are being made to check the political advance of 
India. They are counting upon the communal trouble and disagreement bet
ween British India & Indian India. They also point out that in order to 
establish a Federation a lot of spade work has to be do"e, so that it may be 
years before a constitution can be introduced. All these are more or less 
dilatory tactics, but, unfortunately, the leading lights of this party are not in 
touch with Indian realities and we have not the least doubt that disillusiou
ment is in store for them and they will soon realise that the political advance 
of India cannot safely be checked. But even with this realisation on their 
part our path may not be quite clear. 

90. As we have stated above. genuine apprehensions on various matters 
are entertained even by those who are India's friends and it would be the 
duty of those who expect to get political advance by means of negotiation to 
educate every section of the British public and bring them round to our views. 
Our efforts therefore to maintain friendship with every section and educate 
it on right lines must continue. The present Government may be 
replaced by a radical one in a few years' time. but India must neither 
minimise nor ignore the importance of the Conservative party. 

Bombllv, 1 
20th APril, 1932. t 

J 

Sd. PuRSHOTAMDAS THAKURDAS. 

Sd. G. D. B'RLA. 

Sd. !II. JAMAL MAHOMED. 
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APPENDIX : "A". 
(Copy oj a letter date,], London, 2.9th September, 1931, 

addressed by Mr. G. D. Birla to the Editor 0/ 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 Is. 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 
nlll;ch 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 unsaIe
able as exports. Defioit Budgets became the rule rather 
than the exoeption. Gold resources were frittered away. 
Debts have continued to pile up. 'rhe total interest-bearing 
obligations of the Government of India., whether in rupee or 
in sterling, have stood as follows :-

March 81, 1924 
March 81, 1927 
March 81. 1981 

919,00 crores. 
1,006.19 crores. 
1,171.96 crores. 



A-2 

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 has been paid for three months' accommoda
tion has been anything from 1 per cent. to ~ 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. 01" 

i} per cent. the Bank rates in Calcutta and Bombay have 
been as high as 7 per cent. or even 8 per cent. The net cont· 
raction of currency from April 1, 1926, to date has 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 is not in a position to-day to I ty 
either the Land Revenue or the interest on the money he I !l.S 

borrowed. No doubt the world depression is partly to blame 
but it is the appreciated rupee which has precipitated a 
(lrisis 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 <If 

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 tho~e 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? Rctrenched and 
suspended the gold standard; tariffs, of course, being still 
to come. When Great Btita.in chose, and chose rightly, to 
suspend the gold standard WI) might have expected, even at 
this late hour, similar action in India and those who heard 
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the Finanoe Member's statement that ·"the Government of 
Indi~ had decided to' issue a.n ordianoe giving effect to the 
decision to suspend the statutory obligation to scll 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 Struoture Committee. "To follow 
gold," Sir Samuel Hoare said, "and so to increase the ster
ling value of the rupee at this junoture 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. I am 
satisfied that this is the right course for India, and is the 
most conduoive to Indian interest. The Governmentaf India, 
will acoordingly 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 
oommodities, but of a sinking sterling. 

The effect of this policy ma.y be disastrous in ma.ny 
ways. For one thing, the rupee, event if depreciated to the 
extent of 50 per cent in terms of gold, must remain at Is. 
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 suspeot that this move is designed to help the British 
investor to bring his money back from India at Is. 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 there is a 
tendenoy 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 Is. 6d.? The Government will have to 
buy sterling at Is. 6d. freely when it no longer represents 
gold. All the rupees issued in India in this manner will ha.ve 
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 Dote 
of it?--Yours, &c., 



APPENDIX uB." 
Extracts from the Proceedings of the 

Federal Structure Committee. 

19th October 1931, 11-0 A,M. 

Head 'No.4. 

(Distribution of Fina.ncial Resources ~etween the 

Federation a.nd its units.) 

Discussion on the Report of the Federa.l Fina.nce 
Sub-Committ,ee. 

Sir Purshotamdas Thakurdas: *The Report of the Sub
Committee is unanimous, and to that extent I am sure that it is 
particularly welcome to ~his Committee. 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 & difficult subject which 
requires careful elucidation of important underlying principles. 
Happily in regard to this question there are no special vested inte
rests, liable to challenge, which have to be nursed. There is no 
confliot with Great Britain, and there are no sectional prejudices 
either. It, however, requires constructive ability and outlook of a 
high order to foresee the difficultie.q which must develop, and which 
will have to be faced before long. if the Federation of British 
India and India.n India-both sons of the soil . and both 
interested equally in the Motherland and her progress and 
oredit at home and abroad - is to march onwards to the goal 
of a powerful uuit in the British Commonwealth of Nations. The 
sub-Committee, therefore, may rightly be congratulated on their 
broad vision and general spirit of avoiding enoroachment on the 
views of either side in framing their Report. 

~----------------------Vide pages 168·164. 
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On the various important recommendations made by the sub

Commit.tee the one which is most outstanding is their suggestion 
that the field of enquiry should be divided into two part,'!, and that 
two Expert Committees should be appointed to deal with those two 
parts. The que!;tions to be referred to tbem ere of a most compli
cated and even, in some cases, delicate nature. It is to be hoped 
that this Commi,tee will accept 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. 

I 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 comtitutional purposes could be contem
plated of such a kind as to aHect the position of the 
lender", 

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

"It would therefore he correct, if any such distinction were 
made, to regard the main portion of the Sterling D"bt 
as a Railway liability to he a9Sumed direct hy the Fede
ral Government. In any cnse it will make for simpli' 
city if Central's'liability to Federal is 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
'pIications, 
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Whilst on this subject of pre-Federation debt, I must observe 
in passing that the acceptance of the ReJ?ort of the sub-Committee 
does not prejudice the broader questiou of an investigation of the 
liability of India for the whole of ,what is called the Public Debt of 
India. That is a separate issue and has to be considered on its 
own merits. There are tho~e who hold strong views about this 
matter, and they must 'not be considered to be aff~cted by the 
acceptance of this Report. In fact I would snggest t.he addition of 
the words .. taking this term in its wider sen~e" to the last line but 
five on page 5 of the Report. That, I think, will at least bring 
out the difference, which I think is very pertinent to the two consid
erations, namely, the question of debt in this Report and the 
broader question to which I have just referred. 

In p9ragraph 13 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 Customd. 
This should be welcome to all. Transit duties in the Provinces 
and federating States would involve tbe negation of federation. As 
regHds iuternal Customs, it can only be hoped that the States 
before 10nIZ will come into line with the British Indian Provinces. 

Regarding Grants to Constituent Units, dealt with in paragraph 
14 of the Report, I !luggest. Sir, that of the various cf)nsideratiolls 
indicated ill the fir$t sub-paragraph there should also lJe included, 
filr purpf)S6.i, ot consideration by the experts, the question of contri
buti')IIS to be made to taxation b) the Bl"iti.,h Indian Province.<. I 
darosay that that is perhaps included in the words .. or to some 
other oriterion" which is in the sul ... paragraph of paragraph 14. 

Then, with regllofd to Income-tax, paragraph 15, I would like 
to refer to the last ll6ntence on pa~ 8, which reads : 

.. The distribution of the proceeds of Income-tax among the 
Pronvinccs ( even though there may inhiall) be oouute
I'vailiug Contributions to the Federal Goven/ment, as-
proposed in the next paragraph) may. also form a very 
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convenient means of alleviating the burden of two or 
three of the Provinces which, under the pre~ent system, 
are universally admitted to be poorer than the others_ " 

I wonder, Sir_ whether thl!! would be de.~irable. If it is 
suggested at any stage that some Provinces should be specifically 
he Iped by th~ Federation, I sugl!est that it would be better to make 
a dirr.ct contribution for that purpose rather than to mix that up 
with the question of' contributions to the Pl'ovillce~ out of the 11lcume 
tax which we may recover from the Provinces. I always have felt 
that it is easier and simpler, in the long run, tf) make contributions 
on merits rather than to pl'ej udice the claims of any Province or 
any Unit to its just share in the general pool. 

Lord Peel: It would he 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. 

Sir Akbar Hydari : De you mean by the "general pool· 
the Federal pool ? 

Sir Purshotamrlas Thakurdas : No 1 am particularly referring 
to the pool with regard to the Income·Tax-[ncome-tax 
which is collected by the ,. Ccntral" Authority and is 
then distributed after the expenses are deducted to tbe 
Provinces. That is what I think is indicated in the 
sentence which I have just read. 

Sir Mancckjee Dadabhoy: You are referring to the Briti~h 
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 neces'ary. I will read the third sentence 
of the paragraph : 



"One principle which we would lay down is that, in all cases, 
the import tariff at the States' Ports should be not less than that 
at Ports in the rest of India." I would ~uggest 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 
clash with what is laid down and agreed upon in the InternatiomU 
Convention on the Regime of Maritime Ports, which requires that the 
import duty at each port flf a country should be the same. I daresay 
that this is more of toohnical than of practical value; but I felt that 
at this junctul'e I might just draw attention to this important 
commitment, and a very useful one too. ' 

Regardi'ng Borrowing Powers, which Bre dealt with nnder 
paragraph 2'!, the sub-Committee is unanimOl1S 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
ernment should be able to borrow cheaper than separate units; but 

. it i~ perhapd neces.~ary to let Units have the right to borrow inde-
pendently if they wish to. or indeed it' they can. Personally, I· 
think, for the fir.-t few years perhaps, 8IIY, ten, Bt least - a mote 
strict oontrol would be advisahle. The Federal Loads aoards, even 
th,.,ugh technically advisory, and having no direct power over the 
various federating Units, should be powerful, by its influence and 
the oonfidence it will oommand in the publio eye, to exeroisE! a 8.81u
tary check. 

I feel that, as to paragraph 25, where BOme reference is made 
to the Commercial Departments, nothing that is said here should 
prejudice u~ tram taking up the attitude which ~ome of us desire to 
take up in connection wit.h these Departments, which will, I take it, 
come np more properly .. t a later stage. I have no morc remarks 
~make. 



18th November 193!. 

Commercial Discriminaf ion. 

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 8Ksure him that I am in common company with him when 
I speak on the subiect. 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 hc 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 is a 
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 aspirati,)Ds of India. If I 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 India 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 interl'sted in 
India, irrespective of the merits of the subject, about which there 

. may be some sort of restriction, and ilre~pective 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 any rate as 
indicating: .. You shall not touch anything in which any Britisher 
is interested, and we want provision for it from now." I 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 t;o be justified. 

Mr. Benthall appealed t.() us to put ourselves in the 
position of the Britisher who has an interest in India. I 
I fully appreciate it and 1 can assure him that the just apprehen
sions of the Britisher are apprehensions which I do Dot under
estimate and which I am qUIte prepared to value at their 
COrl'OOt worth. But at the same time 1 would like him, when he 

• Vide Psg .. 410-411. 



is thinking over this subject further this afternoon, and before 
tomorrow morning to put himself in the position of the Indian who 
is today seeking reform and advance constitutionally, and find ont 
for himself whether the restrictions which he has indicated do not 
practically amonnt 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, I will assure him, not only 
on my behalf but on behalf of everyone 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 
futnre 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 parallel 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 
whioh the United States were completely free. Let me give only 
one instanoe which ~nnot be challenged and which will be 
appreciated by everybody. I name 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 handicaps did that bring us 1 In any 
ordinary country, beyond the system of railways which developed 
from 18'6 till 1900 and up till to-da" there wonld have been 
deYeloped all those various subsidiary industries necessary in order 
that all component partl of ilie railways could be built in Indi •• 
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.was anything like that done in India 7 As long as the cohtroi 
was here with the companies they insisted upon eending out the 
materials from hcre, even at the risk of starving the oue steel 
company which is looked upon in India as a national institution, 
8~d the greatest of pressure was required to be brought to bear by 
His Excellency the Viceroy and the Commeroe 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 ie hardly necessary to 
do so. The facts which I am puttiug 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 Reveral times not only in a return by way of 
. int.ere~t, but in what strikeR 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 India would welcome capital 
on such terms only as would mean no political shackles; in other 
words, India does not want any capital which will need the safeguards 
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. I 
.m 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 predecesscrs, the racial 
discrimination which haB been exercised by the Government of 
India ever since India was taken over from the ElIBt IndiaCompany 
»ractically up to to·day. Instance the services, Sir. A nd as 
several of the members here who have had occaRion 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 clas~ passengers' grievances,' including 
reservation for Europeans only ~ua Europeans, and the great 
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grievance of the Indian public tba~ the Indian had no look-in on 
the higher services of the railways of India for years and years. I 
submit that if we, 01' . any of the exiremist,s among us, any of the 
less thinking among us, have mentioned, whether consciously or 
unconsciously whether meaning it or merely as a phrase. wbether 
out of annoyance or seriously as a threat, racial discrimination' in 
the future, they have learnt it from what the Government of India 
has 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 t.hat we want to exercise no discrimination qua 
racial diScrimination; no discrimination against a person or a 
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 non-national and 
against a national on other grounds more reasonable and more 
justifiable. 
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19th November 1981-

Commercial 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 18' et seq. of that Despatch 
is admirable. What are the Government of India concerned with 
regard the apprehensions of the British commercial community? 
In paragraph 18' they say:-

\. 

" The question iR both important and difficult, for while we 
cannot but symphathise with the earnll!lt 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 

witb Indian enterprise. In paragraph 188 the Despatch has this 
BCntence:-

"Important sections of Indian opinion desire to secure the rapid 
development of Indian enterprises, at the expense of what Britiah 
firms have laboriously built np 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 
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Indian industries find themselves faced by, the long-established 
British concerns. whose experience and accumulated resources render 
them formidable competitors. " 

Thereaf~er ill paragraph 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. &he Committee before me, and by myself 
yesterday, we are agreed tbat the strictest pl',vision neces--ary to 

this end should he made . eitber in tbe Statute or in any otber 
manner which the Government bere think necessary to ensure that 
no injuBtice will be done to a British interest, qua British interest. 
No injustice should be done simply on the ground that it id a 
non-national wbo will suffer by it. But I wish to ask whether a 
policy desirable in tbe national intere~t sh'lUld be held back because 
a Britisher may he one of those affected by it. Such a policy 
should not and indeed would not be beld back if an rndian or 
Indians Wolre affected by it. Thu~ tbi~ demand of the Britisber seems 
amount to sometbing unwarranted-not to use a stronger word.' Are 
tbe Britisb in India not yet prepared to identify tbemselves witb 
the interests of India first, second and la.~t even though they are 
assured that no injustioe could he done to them as a Briti!!ber or a 
nOD-national , 

In paragraph 189, the. Government of India put forward 
in very eloquent manner tbe necessity of doing justice to both 
British and Indian point.! of view. They were cautioudly, if I may 
!lay 110, offer no solution of the difficulties themselves. They 
emphasise the desirability and indeed the necessity of leaving tbe 
snlution to he blou~h' about by negotiatioa at this Conferenoe. 
Whilst the Government of India thus find the problem to he one 
which does not offer a solution by means of de.Qp8tohes I feel th at 
it is un~rtunate that we cannot spare the time now to bave tbis 
matter thrashed out in a sub-Committee or by private negotiations. 
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I do not think I am giving away any secret if I say that. 
during the last five weeks or so conversations have been going on 
between a few lD 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 result 
of the conversations the ~o opposing views appeared to draw 
nearer and certainly not to draw further·apart. 

In paragraph 188 the Government of India give ou~ a note' 
of caution 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. " 

J feel, Sir, that this sentence in the Government of India 
Despatch, as far as this particular problem is clJncerned has very 
great significance. If no settlement can be arrived at at this Confe
rence, I wish to ask i~ all seriousness; Is it likely that a better 
settlement w,mld he arrived at in the future·either the near 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 bas been said regarding the way in 
wbich the relations between England and India have been embittered 
aud strained by the movement which has been known as the "boyoott 
movement." Is it likely that tbis movement will completely die out 
because we arrive at certain decisons which do· not substantially 
accord with the objtcts wbich we wish to secure? I wish very 
frankly to state that statesmanship requires that by any methlld 
that you like, and at the sacrifice of any amount"of time which you 
think is nece>sluy, we should not be allowed to lea\'6 London-I 



deliberately use the words-we should not be allowed to leave London 
until we have settled this qustion in a manner in which men alone 
can seHle now or will be able to settle in the future_ No demi god 
or angel from above will come down from the beavens in order to 
ensure settlement of this_ I therefore feel, Sir, that as far as the 
con~tituency which I have the honour to represent here is concerned, 
1 cannot do hetter than reali out to you a resolution which they 
passed at their general meeting in Delhi in April 1931;-

.. The Federation of Indian Chambers of Commerce and 
Indust.ry disapproves of clause 14 of the Repnrt of the sub-Com~ 
mittee No_ I II ot the Round Table Conference which deals witli 
the rights of the British mercantile community_ The Federatinn 
cannot agree to any restriction on the discretion of t,he future 
Government of' India, to wilich there is no parallel in the constitu· 
tion of auy other fr,e country, as in the opiuion of the }!'ederatiorl 
any restriction of the kind suggested would so fetter the future 
Government as to render it powerless to pflltect. or promote indigen
ous enterprise and that the Federation P'lts its view on record that 
no reservations or safeguard~ of any nature whatsoever will he 
aooeptable unless they are proved to be in the interests of India."· 

Chairman: I did not catch what clause you said. Did you 
say it was referring 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. 

Sir Purshotamdas Thakurdas: No, the objection of that 
. Conference is to the vagueness about the clause which is being 
; discussed here. The question of this vagueness has been ilie 

uuderlying reason of Mr. Benthall's speech. 

Sir Tej Bahadur Sapru: Which clause do you mean-the 
olauS$ as it originaliy stwd there, 01' the cilluse as finally accepted. 
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Sir Purshotamdas Thakurdas: The clause as finally &eeepted. 

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 
Mr. 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 India under a self-governing 
Government building up enormous tariff walls immediately against 
imports from abroad, including perhaps imports from Great 
Britain. I have been in the Central Legislature for the last seven 
years, and lin less I have grossly misin\erpreted the inclinations of 
members from the rural and urban areas in the Central Legisla
ture I am convinced that the reformed Legislature of the 80rt that 
we contemplate in a self-governing India WIll be very chary about 
passing any legislation regarding import tariffs, and that they wiIl 
bring up with greater emphasis than has been done tiIl now the 
question of the interest of the consumer. I 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 increase 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 decil<ions on the 
merits of a case a.~ it affects India alone. I say, therefore, that any 
apprehension regarding tariff walls being put np as soon a8 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 Manche.~ter, 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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tn regard to this, however, there is a tragedy to which t 
should like to refer. It was not more than alnut 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 wbat was almost a dictation-I understand it was-from White
hall tbat this shonld be coupled with preference to piece goods from 
Lancashire. Several of those who are present here, reasoned with, 
implored and beseeched the GovernmenG 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 fl vered 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. Trnst 
us in India to do the l'ight 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 know 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 
elected members of the Legislature, without any weightage from 
either nominated or official members therein. If no pl'eference for 
Great Britain has been considered in India till now, it is because we 
have not had the Legislature which has been envisaged in the 
minority Repors of that Commission. 

Reference has been made to activity 'in India regarding 
Indian ~urance companies. HeJ;e also I have a short history to 
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reiatEi. It is about five years since we in the Indian Legislature 
pressed the Government of India to modify the Indian In~urance 

Act in a manner which would make it difficult for companies of 
indifferent standing from foreign countries to come to India and 
Cauvas for business by offeriug enormons discounts. The Com
merce Member of the Governmeut of India agreed that it 
was necessary ~o do this; in fact, there were several promises by 
him that a draft Bill would be put before the LegiRlature in a few 
months time. Months passed aud years pa'lSed. We. got a little 
impatient, and we were theu finally informed that the whnle thing 
Was being held up until you in England passed legislati<ln with 
reference to your Insurance Act. This legislati()n here having been 
held np, the very neces~ary 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 iu India, and here also regarding the mannel' 
in which Indians push forward Indian insurance companies and 
want their policies to be accepted all round. I have been one of 
thoRe who have had something to do with pressing the claims of 
Indian insurance companies in t!li~ connection. We have been 
told that Indian insurance companies are not as substantial and 
as sound, and have not such large inve.qted capital and reserves, as 
British companies and some of the others. That is only na~ural. 
We started in this direction ouly 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 but for several reasons 
which I need not go into today those insurance compauies 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 it.q policy holders. 

All that was desired is that Indian insnrance companies 
should be put on the apPlOved lists of the hig corpolrations 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' not -without considerable agitatiQn on the part of those who 
are interested in this being put forWard. I icompare witlil this 
what I have seen during the last few weeks in London. 'rhere is 
at present a campaign being conducted for the purpose of making 
people buy British goods. "Buy British Goods" is a 1Iiogan 
which I myself endorse for England and it has the approval of no 
less a 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 in 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 t 

Sir Purshotamdas Thakurdas : Not as far as the Gl)vernment 
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 hy 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 sllre the Govern
ment of Bombay will be able to send him a copy of it. 

Sir Samule Hoare : I am i~formed that here in London we 
have no mch copy and I have no information on the subject at all. 

Sir Purshotamdas Thakurdas: There has been oorrespondence 
on i\.· 
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Sir Samuel Hoare; There has been no correspondence 'with 
the India office. 

Lord ReadIng: May I ask one question? 

Sir Purshotamdas Thakurdas: May I reply to Sir Samuel 
Hoare 1 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 Lbndon. 

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 clear up is whether 
you a.re 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 110 great deal, but am I not right 
in saying that the circular-I am not defendin/t 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 movemeut carried on to boycott British insurance 1 

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

. fled in issuing a circular under the official ,authority of the 
Goverment running down any Indian insurance Company or the 
Indian insurance movement as 110 whole. 

Sir Samuel Hoare: We had l>t!tter wait for a copy of i ~, 



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 S'l, that it was issued with their knowledge 
and consent? In their reply the Government of India could not 
deny the existence of tbi~ circular, which was distributed broadcast 
with the help of police sepoys in the city of Bomhay. The circular 
was aimed more at Indian banks than at in~llrance conipRnies, and I 
referred to it, My Lord, in my speech of last year, a copy of which 
I have just sent. f~r from the Secretariat. 

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 arisen from the 
Bill which is now known as the Coastal Traffic Bill. I personally 
feel that it call not be the intention of anybody, including Mr. 
Benthall, to withdraw from the new Government any power that 
the existing Gtwernment have. In fact, what is intra vires to day 
I d.) not think should be made ultra vire.~ hereafter. But in conne
otion wit,h that I have come across a somewhat striking circular 
letter here since I arrived which I propose to read to this Committee. 
It is a oircular letter which was sent to all candidates for Parliament 
at the last election. It is a letter iesued by the Mercantile Marine Service 
Association of Tower Bui1cling, Water Street, Liverpo~l-an associa
tion which claims to be the senior represent-ative hody of British 
Shipmaetors and officers. It is a comparatively short letter,. but it 
is so important that I am dure my c'lUegues would like to hear it. 

Chairman : What is the date of it t 

Sir Purshotamdae Thakurdae: The 20th Ootober 1931. It 

reads thus. The heading is:-

.. 45,000 British Seamen nnemploYed. 



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 car,gIJCd which 
sh()uld be carried in our British vessels. 

In our coastal trade it is estimated that foreign-owned vessels 
will this year carryover 750,1)00 tIJns of cargo from port to port 

in the U_ K. 

l<'oreign maritime coun~ries confine their coasting trade 
exclusively to their own natiIJnal~, not only with succes~, but with 
profit. Why should we not take a leaf out of their hnflk and insist 
on British cargoes being conveyed under the Red Eutiign. 

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

In our national interests this unfair competition should be 
stopped, otherwise this c()untry will lOde entire control of the 
carrying trade. 

My Council, the senior repre~ntative body of British Ship
ma~ters and Officers, wish me to respectfully enquire what YIJU arll 
going to do to combat the unfair cIJmpetition which drive~ British
owned ships into dock and our sailors into idleness. 

I am, Yours faithfully, 

THOS. SCOTT, 

Secretary" 



JU\, 

If, Sir, this is the e.spjD&tt~n of an \tnIlOrtant -ass'JOiationin 
Great Britain-~he country which r~les the waves, and which has 
tbe m')st premier pl)si~ion on the high seas-ill. it surprising that' we 
in India should aspire to a little activity ,in that direction? The 
d~t~il8 of it are not a subject to be considered in' this place; the 
Le~i8laturei n India would be the right place, and therll ~re the usual 
powers re,erved under the conatitution, 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 
IICtivities ? And how do you in London justify this circular whicn 
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 
Britishere here, I cannot help feeling that unfortunately too much 
importance bas been given to that one Bill, and I feel that under 
the new constitution aud the protection about r~ial discrimination 
which we are offering there is power reserved in the ordinary course 
which will meet with anythin~ 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 80 far &II trade with Great Britain is concerned the effects of 
reciprooity will be of little or no value to India. What has India 
to gain froUl England reciprocating in the way whioh Mr. Benthall 
has indioated ? It has to be noted th.t in spite of the rel.tions 
between Great Britl10in .nd India during the last hundred years at 
least shere is no Indian House or firnl established here which does 
commercial bllbiness with India on • scale which can be computed 
in any responsible proportion to what is being done by Briti~h 
hOIlS6S. I 110m DO~ critising it: I am only mentioning • fac\. 
For whom is the system of finance which is known here in the 
London money market as "house paper"! This means that .11 
firlllll which h.v~ ~beir head offices here, or importl1ont offices here, 

• 



and have branches in India, are allowed to send out exports to India 
for import th~re, and instead of drawing on their branches or agents 
in I~dia they discount that paper here with the endorsement of one 
of the eXQhange banks here. That has in practice been restricted to 
British firms only and no Indian firm or house has come iD for that 
facility. ,Again I say I am only mentioning a fact; I am not criti
sing it. It may be said that it is due to the lack of enterprise of 
Indians. Possibly, but if, after 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 discounted by it must have the signature of at least ODe British 
party or bank. In addition the Baltic Exchange and the jute 
~Rlerooms here were not open to Indians until very recently. Jnte 
js a m«;lOopoly crop of India, and it was not until 1929 that, thanks 
to the efforts !Jf 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 salerooml! here, where it is. 
the sole monopoly of India that is dealt in, the doors were closed 
against any Indian firm or persollnel being ~embers of it. 

I, therefore, feel that whilst we note the reciprocity which 
wouIIl be available to us, and which is open to us to-day, there is 

,nothmg lb.it ~hich affords &ny 80rt of advantage which can .attract 
'the Indian: . . 

Mr. 'Benthall says we are equal pa.rtners in a Commonwealth 
lof Nations, and' asks ns to avoid the risks of discrimination aDd 
=hitterne..os; In fBet, he asks DB to eome ioID an equal pa.rtnership 
; where, if 1 may' uSe a colloquial phrase '. what is mine ia my own, 
I and what is thine is ours jointly." lwould be a partnorship in a 
'commonwcalth'which has no precedent or parallel. Jt wo,I1d pos 
, a clog on the economic advancement of India and impose an 
, h-redeemable mortgage on the economic improvemens" of the 
: couutry, and render aU 'improvement of political status sucb· &8 is 

envisaged by thi8 C~llference completely nugatory. 



My earnest ,"ppeal is that ,the Bri1;ish commerciaU .. terests 
shoulli trWlt the Legislature and rely on the powers yest,e4 ,in. the 
Governor-General in the ordinary course. The, should ~r08t ~ 

the theory that money knows no artificiaJ. houn~ and ~t· 
pater co-operation between' Indians and Britishers, is hound to 

coDl~ .. hont with the satiaf'ac~ry solution Qf ~he politicaJ. proble~ 
There is no distrust Q£ externaJ. capit.,J. per Ml ; whali is being 
distrW!ted is any capital which may 'lead to ~dicap3 to the 
development of.the OOQDtr'y asit should develop~' Jl,.i1.dlcapa which 
would no~ ,be allowed in any CoQDtry. . 

Why should India prefer for tradiilg and puI1I08IIPo of horrow· 
ing any other national to the Britisher l' India 'will need aJ.l the 
capital which anyone can give her, but she will" take it lind appre
ciate it only on the U!lual commercial terms" withodt involving 
politicsl shackles. Of all 1he various o&tioos. ,Lhe British know 
Indians and India best, hoth our strong or good points-and our 
weak or bad points. There is no need to imagine or apprehend 
any discrimination being exercised by India under the new consti
tution on the Britishers there. Will not a self-governing India, 
with aU the responsihility is mUSS carry, be conscions of the risk 
of any unjustified action' 

The atmOl'phere of snspicion under which hoth sides lahour 
requires to be di.,peUed by self-oonfidence on the side of the Bri$i
"&hers and a pledge on the Indian side that they will not discri
minate to the injury of the other side. These things should dispel 
that atmosphere. In fact. as I have said, we are quite prepared 
~ have it in the Statute that there shall be no discrimination fH1r 
" against any non-national. 

I look furward ~ greater co-operation between Indians and 
llritishers after we know that we ere free to manage our own 
~ There is, however, one condition, namely that thi'J question 
.b.qv.!d be.settled now, without further emhitterment alid distrust. 
If ED~land wish" the eolubon of this question" and I do not doubt 



it. y<iti will be able to solve it best now. What furthe~ factors 
hereafter can simplify the solution 1 Further investigation and 
delay must mean impoverishment 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 'I 
ADd that may occur as a 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. r submit that this is the occasion when, if this qustion is 
settled without delay, Indians will feel grateful. and the two 
countries wi11 be drawn nearer and nearer together and no further 
.artificial safeguards or shackles will he necessary. I have done • 
. My Lord. 
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f4th 'No'lfetrlbsr 1991. 

·Finimcial. 'Safeguards . 
. 'Sir p;mh~tamda8' Thikurdas': 'Lord Ch'lIncelior;. when you 

addressed us at the' beginning ~f the discussion of the three items 
of Army and External Affairs, Commercial Di~ri~ination, and 
Finance, . yo~ expressed 'a de.qire o~ the same lines as what you have 
ju~t ,s~ia:, t~a~·.i~ .wo~ldbe wise to express our views in general terms 
and not in .detail. I fully perceived then the necessity for not 
d~ling with any s~eci~l.griey~n,c~of India ~garding either ex· 
!)hange or currenoy, or the' financiai control' as ' at 'present exercised 
on us in India ,from Whitehall, but I' cannot ,ll~p 'reeting at the 
~amE! time, M,y :r,.o~d, that, as ~ar as the imernation~l,wo~ld is con
cerned, IQdia )las, if I may SIlY so, very little influence. We have 
Jll~~. here po influence y~~ a~d tho~e ,on your rignt,"and to p~t 
.1:lefore theD;l the aspiratiops of India-if I. may call them so, the 
~nimu~ aspirations of 'India,~as to what 'form ~f Government and 
~qatpa~ticular safeguards in the inte~ts of India alone would be 
o~jlllPtab1e to us. If. anyt)llng, ~ore than'~at is imposed, we would 
not .lool!: on it as an ad'vance. 

Your Lordship has referred to the present condition of world 
.finanoe. i .wondel: if yon did no~ mean the present condition of 
,alfalrs ~nerally in the world. financial, economic and otherwise. 

In spite of this we feel we ought to submit to the Con
;ference here and specially to the British cabinet and through 
'th~m to' the 'BriQsh public onr views as to how we 
'·wonld hke the finanoesoi 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 bnt any safeguard regarding 
finance other than this cannot be conceived by ns SO be justified. 
Your LOrdship 'has referred to world conditions. n strikes me, My 

Vid.pa ... ~. 



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 
ratber months. They have conspired to make your difficult task 
more difficult and certainly less beneficial to us, One of them is 
the Parliamentary Election here and the. conseqvent diversion of 
the, attention of yourself and your collegue.~ on this Committee to 
matters other than those directly concerned with this Cunference: 
It would almo't appear as if our task, which was difficult in an)' 
ea~~ was to he made more difficult by some of those world factors. 
But every evil has its redeeming feature and so I think 1 may sal 
that if you can oome to a clear understanding in such an unfavour~ 
abi~ atmosph~e, there is hardly any danger of our conclusions 
being either extravagan~ or being taken in a mood of over-enthu
siasm, There strikes me, at the moment, a little oppression in 
opeIring the discussion on this question. I am oppressed by a 
feeling of some unreality due to what has been appearing in the 
Press and what one ,bears outside-that is that we are merely to 
put forward our views and, that there is not to be any exchange of 
~iews between you and us regarding this-question. If that is the 
best which can be done by the Cabinet and by yciu here, all I CaD say 
is ~ha~we have no option in the matter. 

Finance, My Lllrd, iaone of those subjects which, in the 
future Government 'of India, should be completely transferred to ana 
put in charge ·of a Minister without any safeguluds at all except of 
course· those which are ordinarily involved in the constitution and 
those which may be proved to he in the interests of India. The 
connol of finance has been admitted tQ 'be fundamental, for finance 
has a bearing on all the activities of Government. It is agreed that 
it is highly technical ~ut it is a vital part of administration. The 
Government of India in their Despatcb emphasise the necessity of 
safeguards not merely on the ground of the credit of Jndia and of 
the Government of India; not only on the ground of maintaining the 
capacity of the Government of Indi&..to borrow, and the solvenc)' of 
the Government, but also they say it shonld incluue the vas& private 
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capital invested iil India pY Britishers. I ... ~nture tosay,:1ihat this 
is n01;a proper ground to be put forward. There is IIi differenee,be
tween capital borrowed by the Government from outside'India. and 
capital in!leSted by the nOil-nationu:1 'trading Community Lo which 
Mr. Benthall referred in the discussion on commercial discrimination: 
Is there auy 'wonder that we in' India' feel very apprehensive of any 
external capital if at this' juneture aud in consideration:of how tj!.e 
future' finance of India should he niana"aed, we ate toldi that in the 
vast magnitude of the ill terests to be sa.feguarded by the Secretary of 
State there 'is also to be considered not ~nly the credit of the Gov
ernment of India per 86 but there 'is' also to be on consiered the 
~ii~tion of the British capitalinvest.ed i~ India.. 

These considel'ations, however, 'one sees with some relief are 
not in the opibion of the Government of Iridial to create a perni8lient 
and insurmountable obstacle, but it is' opiued that there mnst be 
"careful prep~ration", to use the words of the Government of India. 
It is said that Parliament must demand Bome signal guarantee, for 
the future. Exactly wl:tat the "signal guarantee" is not to be 
to b. indicated more preci~ely in the Despatch. . We are told that a 
Budden and fundamental change would createuncertainty.and doubt 
&$ to th.& futore policy. and it may mean financial an.!. economic 
disaster to India. I venture to ask; where is the suddenness about 
this demand by us·, Have we not been asking for liberty to con'rel 
finanoe in India for ten years at least, if not longer! What is the 
uie of the change if il is, nbt to be fundamental but is to be only in 
petty details" Government admit that a change is always UllBE!ttl
ing. May I add that It:isunsettling aU any, stage and at any time. 
Do I understand, therefore, that those who $oppor~ the Government 
of India point of view mean that '\9e' are ile~r to have a chango be
'cause a change is unSettling 1 Will amounts borrowed by the Go\>
,.roment' of India in the UliitedKingdoDl go I dQWn in. t~ inGllrval 
between now and the period when they.feel tha$ thll . prepal'8tion 
which they indicate is complete 1 In short, Will; aU' the.~e grounds, 
if ~pted, Dot always be there and .thll$ dellY India the right of 
managing her own affairs in the domain of finance, 



My Lord, I do not wish to refer to. any of the action& of the 
Government of India either of commis.~ion or omission, regarding 
India's griovances in connection with the management of her 
finances during the last ten, twenty, and thirty years. I have 
here ~ith me a very nseful brochure, which was published by tbe 
Federation of Indian Chambers of Commerce and Industry l~st 
April, under the heading: "Indian Currency and Exchange, 
1914-30; How Government have managed it." I vcnture to 
recommend it to anyone who has the time to read it aud wishes 
to get more information and details; every fact mentioned in this 
brochure is taken from' Goverument records and from autho
rislld publications. But whilst I do not wish to criticise here the 
various actions of the G(lvernment in the past, I cannot help 
saying that all these together create a picture which as far as we 
in lndil\ are concerned tries our patience and convinces us that 
any future reforms will be useless if finance is not com pletely 
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 compa.r
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 Detlartment of the Government of India. I do not 
think it is an exaggeration to say, that if we had a Minister 
responsible to the Legislature, he would have been out of his office 
several times before the eurrent expenditure of the Government of 
India 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 aoout 47 crores this year. 
I ca.1l this, in one word, a scandalous amount of burden on the poor 
taxpayer of India, and all I cau say is, tha.t a Finance Member 



who owed responsibnity to 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. p6(lUliar 
.features in Indian finance. One of these features is that the item 
of defence-which is propo~ed to be kept reserved and not completely 
transferred-of pay and pensions, and of interest on India's indebte
dness, these ~hree items between themselves absorb eighty per cent· . 

.. of the Oentral Government's net revenue. In paragraph 178 of 

.their Despatch, 'the Government USIl these words. I am reading 
,now from page 148, paragraph 178 (b) :-

" (b) in this case the total of the charges, inoluding nnly 
oost 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 nal'row 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 iutimate ooncern in 
the whnle 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 one which needs very substantial reduction. It is. this 
same considel·"tion which makes us say that uothing but a Minister 
completely ro.~ponsible to the Legislature will satisfy us, and that 
no safegullrdJ devised by this Conference in (.he shape of control 
from outMide India will be auceptllble to us. 

There is one more feature of the finances of India which 
I think requil'6S to be mentioned. A good deal has been said 
.regarding IlIdia's eredit. The borrowings of India today-I give the 
figure.~ available as up to the period 31st March, 1931-amount to 
.approximately 1,171 crores. They are roughly half and half-half 
in rupees llDd half ~ sterling. The rlllJee borrowing is 654.95 
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crores, and the sterling borrowing· i. e. the total foreign b()ITowing 
of India works out a~ 517 crores with exchange at Is. 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; but as figures are 
not available to the public we may take i~ that half the 
interest in the credit of India, the borrowing~ particularly, is in 
London, and the other half is in India. With this special feature 
I wish to ask whether it is conceivable. in fairness and in ordinary 
common sense, if I may say so, tbat we in India would be 
so rash as to ask for any system of reform which would endanger 
the safety of those in Indio. 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 G.)Vernment indebtedness? I wonder whether the 
Britisher here who a~ks for special safeguards regarding his 
holding of Indian Government paper is geuuinely apprehensive 
about the solvency of India so far as the existing debt is 
concerned, 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 
most of the debt of India is productive debt. and that the improdu
ctive figure in the total debt of India is comparatively very smalL 
If I 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 m~nagemeu~ of finance in India cann,.,t be left with the 
Legislature in India, and e.~pecially cannot be loft to be looked after 
by those whose interelts are the same as the intere.its of those 
who hold Government of India paper bere 7 
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We a.re told that Government have responsibility rega.rding 
exchange and currency. "The underlying idea. in a.11 countries", it 
is said, "is tha.t the currency authorities should be free to conduct 
a policy in accordance with the dictate~ of sound finance, detached 
from all politica.l inflilence". I fully agree with that, with this caveat 
that the political influence which has to be detached should be not 
only political influence to India bllt should also be political'inflnence 
from here. What other inflilence do the India Office here, a.nd the 
Secreta.ry of Sta.te exercise but political inflllence 1 Why, then, ask 
for finance to be a reserved snbject and say that as far as the 
Reserve Ba.nk is conJerned 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 a.ll for a sound bank being started 
whenever it is feasible to start it, and may a.gree to political in
fl~nce being kept outside it, it is all the more imperative, in 0111' 

opinion, tha~ it shoilid 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 p08sih\y 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 Hank. 

We therefore feel, Sir, that no Reserve Bank wonld be ac
ceptable to India unless it is started by a Statute in the Indian 
Legislative ~ssemhly. That is my firm oonviction. We will be a 
party to nothing else. We would rather go withont a Reserve 
Bank than have one started by any Legislature other than onr own 
in India. You oan there have the necessary restrictions about 
political inBuence 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 LorJ, brings me to 
the question of exchange and CtuTellcy. That is tho! domain where 
Your Lordship's hint and verY wise advice I propose to accept in 
\he very fullest degree. 



There are two problems in connection with exchange and 
currency queRtions in India. One is the immediate problem, which 
I may not touch upon in detail because that is the one question 
which, dealt with here ever so cautiously, may have that influence 
which Your Lordship wishes to see IIvoided. 

But I submit that that doe.~ not shut me out from dealing 
with t,he question of the mauagement 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 1 Your Lordship 
has refetTed 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 st,andard at the point 
where it waf, kept until September last~ is a question on which I 
have strong views. It is a qne~tion to which I do not think I 
need more than merely refer in passing here, bnt 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 reput~ation of 
the Government of India and of the l?inance Department be
cause [ do not think that they had enough gold reserves to canoy 
on the gold standard in the extravagant manner in which 
they were carrying on, dissipating their reserves in a manner 
which~ would not have been done if we had a responsible Minister. 
Still, 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 not go off the gold standard because the 
credit of India was in jeopardy, but as soon as England made up 
her miud to sacrifice her credit India's so called credit did not 
matter. In the Legislative Assembly there was a demand for an 
adjournment of the House,- and the Division on the adjournmenL 
motion was one of the biggest divisions I remember. Practicaly eve1'y 
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 a motion 
of censure was carried in the Legislative Assembly. . 
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Thanks to Sir Samnel 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 presa 
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 credit, to go off the gold standard, how 
could it be expected that India, au agricultural couutry, and admittedly 
poor country with lesscreditaud lessreaources, could continue without 
great distress, to maintain her ratio, to gold at 12! percent. above 
the pre-war ratio. But since :.l5th September we have gone up in 
sterling from Is, 5id, to J s. 6-3/l6d, to the rupee. I can only say 
that there is a great feeling in India that the grossest injustice has 
been done 'to India again. 'I will leave my remarks at that as far 
as the immediate problem is concerned. 

, Regarding the permanent problem of the question of Indian 
clurency it' is sugge~ted that there should be control until a 
Re~l'\'e Bank comes into being. That period is indefinite, and 
is getLing more and more indefinite as world condi~ions get worse 
and worse. \ It is suggested that during th,.t period there should 
he 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 ~t is said that there should be control from here. Various 
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 not a 
record of which they can be proud or with whicb we can be satisfied. 
The two Commissions which inquired into the question of the 
currency 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. thUmlet. Why Dot; let the people of 



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 Blink appears to 
some of us to be a long time in coming (and may cirtlumstances be 
such that a Re~erve Bank can be aMured next year), nntil then, 
in the interregnum we feel that we cannot rely on the wisdom from 
Whitehall being exerciRed on the Indian Problem in a manner 
which would be less risky than what WI) can do in India with our 
little knowledge. If we make mt~takes 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 a very nnfortunate 
sentiment expressed in the Government of India despatch. 

Chairman: What page is that 1 

Sir Purshotamdas Thakurdas: Page 151, Paragraph 176, 
the last suh-paragraph:-

" We should hope that it would be poSSIble to convince 
Indian opinion of the desirability that such & bank 
should work in close co·operation with and on lines 
approved by, the Bank of England." 

Wby should the Reserve Bank in India be tied down k> 
work on lines approved of by the Bank of England 1 
We recognise th!Lt 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 llentenC4 
in that paragraph 7 

Sir Purshotamdas Thakordas: 

.. Whatever the future for India may be, Ilhe mllllt always 
be greatly dependent npon her BWlding in the London 
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money market, and nothing could be of grea.ter service 
in this direction tha.n a close co-operation between 8. 

Oentra.l Ba.nk for India a.nd the Ba.nk of Engla.nd. " 

I am coming to that. 
Ohairman: You agree with tha.t, I suppose. 
Sir Purshotamds. Tha.kurda.s: I will come to tha.t in a 

moment. 

Chairman: I said: you agree with tha.t view. 

Sir Purshotamda.s Thakurdos: I am going til deal with it 
in a minute, if Your Lordship allows me. I was going to sa.y, Sir, 
there is no re&son why the Reserve Bank in India should be 
commit teed to work on lines approved by any ha.nk; and whilst I 
myself have a very great opinion of and great respect for the 
Bank of Eugland, I personally feel that India should he left free 
to take advice, guidanoe and oounsel from such institutions as 
she likes. 

Personally I have not the lea.st 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. That is my reply to what Your Lordship a:!ked. I 
persoually feel that every time you lay down that we shall go to 
Whitehall we feel that we may do better elsewhere. But if YOIl feel 
that Whitehall has Silch knowledge, Silch experience, is silch a re
pository of wisdon regarding Indian affail':'1, why no. leave liS free! 
We mllSt resort to it for advice in ollr own interest. And, similarly 
any Minister of the Government of India who is responsible to the 
Legi~lature will go to tbe one place where he oan get the best ad
vice. I myself have not the least dOllbt that tbe Bank of England 
will be the one place where he will go, and the Bank of England 
would be the one institution from whioh we wollld WBnt gllidance 
but we would not agree t.o it being laid down anywhere that our 
bank should work on liues 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 thirigs in India lire settled 
down and are going on normally, and whilst I 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 controJiing 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 Despatch was written, those difficuhies have, if anything, 
increased. 

Chairman: Quite right. 

Sir Pur3hotamdas Thakurdas : And have not diminished; 
and all that I can say is that the diminution of them and aey relief 
uuder those c')nditions, 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 la~t sentence t 

Sir Purshotamdas Thakurdas: Whieh Sir? 

"It would indeed hardly be possible to imagine a combination 
of circumstances more unfavourable to an immediate 
change of policy, which might result in shaking public 
confidence in the credit of India". 
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I do not agree with tha.t at all. I agree with the desoription of 
~he oonditions in ~he interior of India as indioa.ted in paragraph 
176. 

Chairman: 1 put in fairness to you, because you said ) ou 
agreed with pa.ragraph 176. and then I said I assumed that thll~ 
melln~ you agreed with the last sentenoe as well; but you· make 
an exoeption there. I follow. 

Sir Purshotamdas Thakurda.s: The last sentenoe is not 
a desoription of the circumstanoes existing in India; it is their 
own inferenoe. 

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

Sir Purshota.mdas Thakurdas: I do not agree with the 
la.st sentence. I contend that the delay in the reforms may have 
contributed to a certain extent, hut tha.t is not pertinent to 
my subject. 

The Government of India indiClate 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 what is thil! financial programme 
which His Excellency 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 whioh 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 de.~tiny. with the usual safeguards. 

The Government of India accept the position that eventual 
transler is implicit in the Government's decl&l~ policy of advance, 
and t~ey also accept that the control of finance is vital to any furm 
of self-government. How can they expect India to be sati.sfied 
without that oomplete 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 horrowing. But would 
not the powers of the Governor-General, in the usual course, which 
are indicated in paragraph 21 of that Report, be sufficient 1 Con
tinued deficit budgets not covered and reckless borrowing, would 
hurt the Indian investor first and moet directly. The price of 
the Government paper would go do~n, 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 borrowin~s, to safe
guard the position 1 

Personally, My Lord, I feel with regard to both these ques

tions that it is the Indian investor who will be auxious that the 

Finance Member of the future shall not run away with the biL 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 1 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 Ill! excuse. I trust that that cannot 
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 Iudian Legi~lature. 
What new factor is expected to develop which will make the task 
easier a year hence. or two years hence, or if some people prefer it, 
fi ve years hence 1 



The" credit of India, 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 ha.~ a succession of deficit 
bndgets. The Secretary of State has lately paid rates of interElst 
on behalf of India here which bave certainly been the highest paid 
by any respectable major Government in London at that period. 
How, t.herefore, can it be said that the mere fact tbat 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, tbat no retained control of the Secre
tary of State as a.t present is necessary or desirable. I ask: If tbe 
Secretary of State has some sort of control on the future Finance 
Department of the Governmen~, 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 tbe interests of tbose who hold it .in 
India? And. as I said. the figures show that the borrowings are 
hall 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 whioh 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 not happened till now wbilst the control of the 
Secretary of State from here was on 1 What were the Budgets in 
tbe years 1920, 1921 and 1922 like in India! And was not a sub
stantial inorease in the amound of India's indebteduess due to these 
deficits P Had not that to be finally consolidated into a sort a per
manent debt! How oan yon lay down anything here which would 
be satisfactory under a oertain set of circumstances which we cannot 
envisage today but which may indeed come in the near future or 
the distant future' How can you today lay down anything to 
provide that you cannot have more than one deficit budge' or more 
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than tWo deficit Budgets? Personally i would not like ii single 
deficit Budget to be carried forward; but certain circumstances in 
India e. g. famines or continued depression of trade and 80 on, may 
make it imperative and may make any other course almost a 
danger. I tberefore' 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 can 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 sllited to India. 

I want 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 one of 
the largest assets of the taxpayer in India. That is a source frOl.o 
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 a very useful weapon in 
the development of industries and witb 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 done 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 Iudian Legislature-as I said we were regarding the 
Reserve Bank. If any efforts are intended to put on to ns in 
India any machinery in this connection devised by any other 
Legislature than the Indian Legislatnre, 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. 



In conclusion, My Lord, India must have control of Finance 
in India, and no control of Finance from England, either day-to day 
control 01' otherwise. The only control would he the normal 
powers exercisable by the Governor-General. I feel that I cannot 
do better, in thi~ 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 
to read it all, but there is onA sentence in it with which I can most 

fittinglY conclude my remarks. My Right Honourable friend said:-

.. I am therefore positive that we shonld have finance trans
ferred to the Government of India without any restri
ctions or safeguards, without any suspicions as to Qnr 
C8 pacity to manage our finances honestly or effioiently, 
and it is only if we are placed in nntrammelled control 
that we can find ourselves truly in the new constitution." 

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

Discussion on Hnancial 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 1 

Chairman: Yes. 

Sir Purshotamdas Thakurdas: The question was discussed 
betweeu a few, but nothing definite was arrived at. A.~ Mr. 
Benthall has suggested that this should go into the Report, I 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 
Statutory 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 Financial Experts in an advi
sory capacity and nothing more. 

Mr. Iyengar: And that is the idea of Mr. Benthall even 
now. 

Sir Purshotamdas Thakurdss: The word .. Statntory " 
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 reqnire to be considered . 

• Vide _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 Purshotamdas Thakurdas : Is it Advisory 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 have no fear of the word "Statutory". My idea was this, that 
the Statute itself should provide for the estab1i~hment 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 wOldd not lay it down as a permanent body. 

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

Sir Purshotamdas Thakurdas. Does it mean during the 
period of transition until the Reserve Bank is established 1 

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

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

Fourth Report on Commercial Discrimination. 

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

Chairman: * are there any comments on paragraph 1 ? 

Then we will pass to paragraph 2. 

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

"Some, however, contend that the future Government should 
n'lt 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 parltgraph 3, please. 

Sir Phiroze Sethna: May I suggest the addition here of the 
the word "only"? I suggest we should aay, "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 can do it for other re
asons. Why do you want "only" in ? 

Vide Page. 474-478 
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, .Sil' 'Xej Ba.hadul' SapJ'u : I~ would weaken it. 

Chairman : Yes, it weakens it. 

'Sir Sainl1el Hoare: I thillk you ha.d better 'keep it ~s it is. 
I know what you want, but I think it would weaken it if you put 
that in. 

'. ChairmaIt; Now we will take pa.rllgraph 4, please. 

Sir Akba.r Hyda.ri : With rega.rd to the la.st sentence, we 
should like what His Highness the Nawab of Bhopal said put in 
bere. 

Chairma.n:. I will ask Mr. Carter to make a. pote to that 
e~ec;t, That .ought~o 'have been in. 

H. a, The Na.wab of 'Bhopal: You have a note of what' 
I 4ave said. 

Sir" Akbar Hydari: The wording may be what His High.' 
ness said. 

Chairman i YeS,! have it. 

We will now turn over the page to paragraph 5. I helieve 
you ~a.,e something on this, Pandit Malaviya ? 

Pa.ndit M. M. Malaviya: Yes.l think it is necessary to 
he 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 Nat.iona.l Govern. 
lIi6Ilt may be prepared to give to a national institution or indigenous 
institution, it may not be willing to give to an institution, which 
does nllt come under that description, and we should not encoura.ge 
the idea, 1\8 is done in paragraph 6, that these bouuties or subsidies 
would be available for. "a.1I who were willing to comply". The. 
Company ~ght comply: wit.h certain conditions, but it might still. 
be nnfair to the indigonous. indllSt.ries to gr&ll~ it assistance. 



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 caveat; if 
we agree to it, it can be submitted by the Committee. . 

Sir Samuel Hoare: I am not sure about Pandit Malaviy.'s 
point. Do you wish to exclude all foreign companies, or foreign 
companies as distinct from British compani~s, or what is your 
suggestion 1 

l'andit M. M·. Malaviya: British companies \II'culd come 
under the provisions already laid down. It should be made 
clear th"t even British companies which are willing to comply 
with the rules laid down should not'expect to get the advantage 
of any protective aetionwhich may be taken by tbe Indian 
Government. They are entitled to ask that there shoulribe Jio 
discrimination against them, but tbey are not E'ntitled to ask that, 
because they are British, they should have advantages which we 
may want to gi~e to indigenous concerns~ , 

Chairman: 1 thought' the next sentence sounded very 
well. In came from Mr. Gandhi, and that is why I put it in· 
C< The principle should be a rair field and no favour." 

Mr. Iyengar: Suppose we decided or desired to give a 
subsidy to Indian steel as against Belgian steel wbich is qumped. 
Would it be right for the Belgian Company to put up plant aBi 
machinery in India and apply for the same subsidy 1 

Lord Reading: Does that mean YOD want it to apply to 
Indian steel and not to'British companies 1 

Mr. Iyengar: That is the point, My Lord. You will 
remember that when we had the Steel Protection Act we did 
discuss the matter, and the Leg.t;lative Assembly was particularly 
careful not to make it a condition that British 8\.e4j1, 1'8 ,uch. was 



given preference. W. specified a certain cl8.ss of steei, to which 
w. gllve free access into our country and against which we rl'fused 
to give a suhsidy. I am not referring to the question of giving 
preference to British steamers, that is a different qllestion. What 
I am now referring to is the point. that the pllrpose of the 
subsidy might be defeated if we were to 8&~ the subsidy is available 
,for the foreign companiea again8t whom the subsidy is 80ught to 
,lie gran~ , 

Lord Reading.:- What I am trying to ascertain is this; 
. iB your point foreign companies &8 distinguished from Indian and 
B~tish companiea ! 

, Mr. Iyengar: On the qu~tion of British companiea" Mr. 
'LOr~ th~re are previous paragraphs which deal with the queation of 
:di~crimin~tion an~ reci~~ity.' ' 

Lord Reading: ' But it still leaves that question open.' 'I 
only want to know what' you mean. 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 availabJe to a 
B,ritish Company' 

Pandit M. M. Malaviya: ' 1 do' mean it, My Lord. 

, Lord Rerding: I thought you did. 
Sir' Sa~uel Hoare: I am entirely against that myself, I 

think that is quite unfair. . 

Pandit M. M. Malaviya: But my poin~ i~ that there is a 
distinction to be made b8tw~n giving discrimination to a British 
company and giving advantages to .. British company which we 
want to give to Indian companies. ' Of course, that would not apply 
to Europea,ns who are settled in India or carry on business there., 

Chairman: Iwill make .. note o(your point. Pandit Mala
viy .. ; but as at present advised 1 am afraid 1 oanno alter tha~ I 



should like to discuss the matter again with you. I quite see your 
, point. You say diHcrimination is not the same thing as giving a 
hounty. Well, I quite follow what YOIl mean; but I do not want 
to have repercu8sions of this thing wbich may get us into difficulties 

, either here or abroad at present. ·1 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 tlie 
eleventh hour and the fifty-ninth minute. Let us put your 'caveat in, 
let it 'remain tbere. It is one of those things which will have to be 
discussed again later. J lim not against you; I meah I a~ n~t 
against your putting that in; I will certainly ha\'e it put in; but 
as far as I 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: supposing a' Japanese 
Company goes and settles down in Bombay, starts some busineSs 
and claims the same ad vantages that we give to an J ndian, I do 
not think you would like a Japanese Company ~ 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 1 

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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Paridit M. M. Malaviya: May I ask you, Sir Samuel 
Hoare, and Lord Reading, to help us by Raying whether that would 
be a proper thing to ask for a British Company which is trading 
in India. 

Sir Samuel Hoare: My answer would he "yes". 

Pandit M, M. Malaviya : That is to say you ask tliat 
the protective assistance or hounty or subsidy 01' other advantage 

'should be give~ t;Il a British Company which is trading in India 
merely because it is heing given to a national indigenous industry. 
Such advantageS are lI.iven to an indigenous industry because they 

-arEl ~anted on principles. which are recognised, but to share. that 
'ad"antage with well-established British Companies I do not under
stand, though I am open conviction. I should like their help to 
· understand. 

Lord Reading: I do not want to repeat the argument I 
have put, hut I think what you are saying does bring in the 
danger that I pointed out when we were disoussing 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 genernllanguage, 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 s;rongly. 
'J 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 Britisb Company 
which is carrying on its business there. We had already reached 
that. 

Sir Purshotamdas Thakurdas: May I ask one question, 
Lord Reading! Does the last sentence or the previous paragraph 
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apply to t,bis: that is "the right to attach reasonable conditions 
uo any such grant fl'om publio funds." 

Lord Reading: That is the External Capital point, is not 
it ; funds, registration of a company there, a certain moderate pro

portion of Direotors, and so forth? 

Sir Purshotamdas Thakurdas : Yes, whatever those may be. 

Lord Reading: Yes, I expressly said I did not raise aD)' 
point with regard to that. I agree. 

Sir Purshotsmdas Thakurda8: Then it would J;lot be a bar 
under the enunoiation of the principle of "a fair field aDd no 
favour", if the Legislature, when they sanotion a bounty or a 
~uhsidy, have ihe power to lay down certain provisions which will 
qualify for it. They can be suoh oonditions as would suit a certain 
industry. I only wanted to know whether that last sentence did 
apply to these and was included in this principle or not. 

'Mr. Sastri: May I 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 Mercantile 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 
distinot from non-nationals 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: I 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 a matter of 
wording and not of senae. 

Lord Reading: My recollection is that it never went 
~urther than tbat: it was accepted in that sense, and just in the 
same way that I think Mr. Benthall spoke and 1 spoke with regard 
to it ; . that is to Bay that you may have conditions of a rupee 
company registered in India with a certain proportion of directors. 
There was a little more controversy about shareholders, for reasons 
1 will not go into now, but otherwise that was agreed. 

Mr. Sastri: Was it not based on /I distinction between 
nationaIII and non-natiollals 1 

Lord Reading \ May I point out, Mr. Sastri, that that 
strikes fundamentlllly ali the root of non-discrimination if you do 
that generally. You cannot possibly do that lind maintain the 
principle of no discrimination; because if you were right, you Fee, 
it would be possible then to do the very thing which you ·remem
ber I sl1gguted was the dangerous point; that is to subsidise an 
indigenous industry with the idea that it would compete successfully 
with a British industry, that is a British-owned industry which 
hild been carrying on its business there for a IIumber of years and 
made its reputation there. That wall the very point. 

. Mr. Sastri: But, Lord Reading, I think this opens a very 
wide door. When the Legislature grants a suh~idy to an industry 

it as a matter of fact takes tbe subsidy nut of the general fund~ 
raised by taxation upon the people. It would only be justified 
in doing 80 if there was an expectation that as II cousequence II 

purely indigeuous industry would beuelk If it \\'lI~ an industry 
which might be collsidered non-national there would be n" jUlltifica
tion for taxing the people of the country. 
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Lord Reading: May I point ont that in this country we 
have some organisations of that character where we pay subsidies. 
We do not make any distinction in the case cf business which is 
carried on by persons who are outside this country. What we 
in.ist on is that the company or firm shall carryon 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. I do not 
know of any case where there is a distinction drawn between a 
Cflmp'tny whose shareholders reside in this country and a foreign 
firm who may establish a buginess here. 

Mr. Jayakar: We are seeking to have 8ubsidies paid only 
to industries which may grow up in the country. 

Lord Reading: So are we. 

Mr. Benthall: May I pfJint 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 ~ 
case for a class of industries which I called infant industries; that 
is, industries which are just struggling into existence and t.() which 
the Government might think it necessary to give some protective 
bounties. Why should it be wrong for the future Government of 
Indi" to protect an infant Indian industry 1 I am not speaking of 
industries which are able to stand on their own Jegs but of 
industries which have just come into existence. Why should not 
the future Government of India have tLe power to give some pro
tection to such 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 1 

Mr. Sastri : Mr. Benthall has raised the point that .the, 
European community in India are taxpayers, and, tberefore, 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 
extended to all who reside in India and become nationals of l·hat 
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country. Mr. Benthall is speaking for those :who reside in India 
and pay the 9rdinary taxes. If ~he.t is his object I have no objec
tion, bu~ 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 I.\m thinking only of that. 

Lord Reading: They would have to set up the industry in 
India in order to get the benefit of this, would. not 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 whl.\t happens here and is being discussed a~ this 
moment. For example, you may put protective duties on for a 
partioular purpose, to protect a national industry, and the effect of 
it sometimes is that foreign countries come and set np their 
works here. We never interfere with that if they choose to do it; 
and oome and take pl.\rt in the national organisation and give 
employment and oarry on their business here. 

Mr. Sastri : I am thinking of hounties and special subsidies 
which are paid to struggling industries, and which certainly come 
out of the general taxes of tbe country. I am not thinking of the 
ordinat'y protective duties which England ~eem now to be adopt
ing; 1 am thinking of another extension of thissubsidising of 
industries. 

Lord Reading : We do that alSo. There is the case ot 
suger-beet, and we do not raise any distinction about the com
panies. 

Chairman: A fair field and nO,favour. 

Pandit M. M. Malaviya: You do not produce much sugar 
),ol1l'Selves. 
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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 
to give any help from public funds we do lay 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 number of the shareholders. 
Having regard to ,the 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 cleal' that hounties or subsidies, if offered." 
Does not that imply that it is entirely discretionary with the 
Governmen t to offer or not to offer? 

Lord Reading: It is, obviously. 

Sir Tej Bahadur Sapru: The words are" if offered." 

Pandit M. 1\1. Malaviya: That is to say, if they offer to one 
industry, that is their option; bllt if they ollce offer to one industry/. 
the que~tion is, should it be made available to eVdY member 
of that industry? 

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

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

Chairman: Very well. I think w" understand the point; . 
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Sir Purshotamd!ls Thakurdas : Do you miud changing the 
words in the third line?· It says here "all who were willing to 
comply with the conditions prescribed", and I suggest we should 
say "all who were willing to comply with such condition~ as may 
from time to time be prescribed by the Legislature". This is 
implied by the reply which I got to my last· que.qtion. Otherwise 
this might seem to apply to the last three lines o( paragraph 5, 
where reference is made to the External Capital Committee. 

Mr. Benthall: You might SlLy .. 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 acoordanoe with the recommendations of 
the External Capital Committee. 

Sir Purshotamdlls Thakurdas: No. The reference to them. 
is merely illustrative and not exclusive; that is what I want to 
make clear_ SlIrely 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 you 
cannot tie the whole constitution down for ever to those recommen
dations only. 

Lord Reading: But they are not tied down. 

~ir Purshotamdas Thaknrdas: I was replying to Mr. 
Benthall. 

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

/:)ir Purshotamdas Thakurdas : There may be a misunder
stfonding; it may be thought that the "conditionsu are the con-



ditions.laid 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 wiliing to comply wi.h such condition~ as may be 
prescribed 1" 

Sir Purshooamdas Thakurdas: No, "with such condhions 
as may be from time to time prescribed by the Legislature". 

Lord Reading: I do not think we could have that. The 
Legislature might specify-we most assume it for the purpose of 
di~cussion-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 .he External Capital Committee. 
(Cries of "No.") Then, if it is not, the Legislature should he 
c·,mpletely free to vary them in accordance with the circumstances. 

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

Sir Purshotamdas Thakurdas: With bounties lind subsides. 
I think it must he the Legislature. 

Pandit M M. Malaviya: It must be. 

Sir Purshotamdas Thakurdas: I do not think it cc.old be 
done by Departmental order. The Legislature must vot~ the money. 
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Mr. Iyengar: In the nature of things the Legislature should 
from time to lime impose the conditions, because a subsidy should 
operate on a sliding scale on varying conditions so as to make it 
effective and so that it shall not be a burden on the taxpayer, and 
therefore the Legi.lature cannot be tied down to any definite condi
tioI!s on. which alone subsidies could be allowed. 

Mr. Ben,hall: The External Capital Committee went into 
this 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 Purshot&mdas Tbakurda~: If it is clear, then I agree; 
but unle~s 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 ,. way 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 ThakurdBS: But by whom? Presumably 
it will be by the Legislature, the mnney for the bounties and 
subsidies will be voted by the Lagislature. 

Chairman: I suppose, Sir Purshotamdas, they would gQ 

o the Federal Court if there was any dispute about it ! 

Sir Purshotamdas Thakurdas : That oomes later. 

Chairman: ! know, I was only asking you. 

Sir Purshotamdas Thakurdas : What is it, My Lord! 

Chairman: It does not matter, thank you. 

Sil 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 cOlldil,ions 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. It 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 Lordship's intention is 
that it should be restricted by those conditions which were laid 
down by the External Capital Committee of 1925, which cannot 
be altered ? 

Lord Reading: No. 

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

Lord Reading: If you a~k me, I Ahonld say the conditions 
prescribed by the offer of the bounties or subsidies, Ruhject to this, 
that there should be no discrimination, except in so far as you 
migbt possibly imply it by the conditionA of tbe External Capital 
Committee, which are obviously permitted. 

Sir Purshotamdas Thakurdas: Are those the only conditi:ms 
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, aud which may be other than tho~e merely of tbe External 

" Capital Committee; but those conditions could not be of a discri
minatory cbaracter. 
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Mr. Benthall: Such as that th'e industry had to start at 
such a time in order to earn the bounty. 

Six Pursbotam.-1as Tbakurdas: We have agreed that they 
should Mt be conditions of a purely racial character. Once they 
have re~tricted it to that I do not think we would be prepared to 
accept any ot.her restriction, My Lord. That is the whole point. 

Mr. Iyenger: The whole point of Sir Purshotamdas' diffie 
culty is what ··the conditions" denotes-the conditions referred t~ 
here or the conditions referred to in the previous paragraph in the 
recommendation~ of the External Capital Committee. In the 
nature of things, a.~ Lord Reading ha5 pointed out, whenever a 
subsidy is offered by the Government through the Act of the Legis
lature, c')ndi~iolls will be prescribed tbere, and it is tboseconditions 
which are Ielerred to. 

Lord Reading: Yes. 

Mr. Iyenger: So I strongly snpport Mr. Jayakar's sugges
tion to make clear such conditions as may be pre!<Cribed. 

Lord Reading: I do not raise any objection to that; 'that is 
only a paraphra<>e. 

Chairman: Yes-"such conditions as may be prescribed". 

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

Chait"Illan: Now paragraph 7 please. 

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

Chairman: Certainly, Mahatma:-"save for the reservation in 
paragrapb 2". I am mUllh obliged to you. 1 ought to have done 
th·at. Now paragraph 7. 
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Sir P. Thakurdas: May I just enquire about line 8 iIi para
graph 6? There you use the words "usually under Briti~b manAge
ment and financed with British capital." What are the implications 
of that? 

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

Lord Reading: Surely that is only a recital; it is n()t an 
operative part. 

Mr. Iyenger: It is a mere description. 

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 fea-ible to C'lme to any 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: I remember myself very distinctly 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 
discrimination of all kinde. 

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 IIny precedent for anything like this in any constitution 1 It 
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; I also disagree. 

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

Mr. Joshi; On paragraph 11, I should like to say that I 
think in certain circumstances it would be wiLhin the power of the 
Government of local bodies to take without compensation private 
property as a penalty for certain criminal offences or for public 
purposes. I should like to know what is contemplated. 

Chairman: What is it yon want? Is it 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, cOJDmits 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. Ju.!'hi: Y8!I, for sedition. 

Lord Reading: Is it without compensatioD ! 
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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 Mahenllra 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 nd 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' pnt in "Save under 
process 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 
l'emians. 

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 interest" of 
the property-owners themselves that their property shall be taken 
without compensation. 

Under certain circumstances private roads are compulsorily 
taken over hy municipalities without compensation. in the interests 
of the town iLself. 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
.ation. Under these conditiolJs we must provide for certain occa
sions on which property may be taken by statutory bodies without 
coml'ensation. 



Chairman: What I feel about this, Mr. Joshi, is that t 
should very much like to leave something for you to do when you 
are a member of the Federal Government of India. You (lan 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 judioial 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: r should like to pay a tribute to the great 
courtesy which we have receh·ed throughout our negotiations with 
my Indian colleagues, and to the many constructive suggestions 
whioh 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, B7th Novembe:r 1991 .. 

Consideration of the Draft Fourth Report 
on Financial Safeguards. 

Chairman: With Ghe leave of the Committee, I will rio 88 

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 
m.ake any comments you desire to make on each one of the 
paragraphs. 

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

Chairman: Now if you will kindly go back to the first 
page, paragraph I, 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 wha t 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 1 

Vido Pages 479-484. 
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.. Chairman! It is almost an Irishism. as we call it A man 
is not an.investor, but he m~ b& an inv&stor. It sounds funny to 
put it in that way, but it'·is illtended to cover people who actually 
have invested money, and therefore we want to retain their confi. 
dence, and people who, at some future date, may become inv&stets. 
If there is nothing else Qn this paragraph, will you. turn. over 
the page and We will coine to paragraph 21 

Sir Purshotamdas Thakurdas: . May I ask whether the 
members who were pres\lnt last time agreed with sub-paragraph (4) 
of paragraph 1 1 . . , 

Chail'man: You mean whether the peOple who were parti&s 
to the last Report will also be parti&s to sub-paragraph (4) ? 

Sir Purshotamdas Thakurdas: Whether they think this is 
a conect inference from tbeir Report?, 

Chairman: Let us read it again. 

"And that a change in her 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 a grave dis
advantage." 

I should think most of us-all of us, I should think would 
agree to that word .. sudden." 

Sir Pumhotamdas Thakurdas : But then the question arises 
whether what they sugg&Sted is sudden. . 

Chairman: Y &s, but aU they are committed to here is this 
statement:-- ' 

.. that a change in her constitutional relations with the 
United Kingdom. which involved a sudden severance of 
the finanoial' liDk 'between the United Kingdom and 
India, would disturb confidence." 



Sir Purshotamdas Thakurdas :-My point is that the chauge 
we indicated in the last Report could by no means be said to be a 
sudden severance of tbe financial link. Theref.Jre, that pharse 0.8 I 
read it is ratber a far fetched inference to make from that Report. 
However, it is not for me, as I was not a party to the Report., to 
say what it meant. I am only enquiring whether those who were 
parties to that Repe>rt agree with the inference. 

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

Sir Purshotamdas Thakurdas : If I may say so, it is not 
for us who were not present last time to criLicise. It is for those 
who were present to say. 

Chairman: Sir Tej Bahadur Sapru, Dy yon object 1 

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

" And tbat a change in her constitutional relations with the 
United Kingdom, which involved a sudden severance of the 
financi.al link between the United Kingdom and India would 
disturb confidence and so pla.ce 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 a.ccept 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 ~udden severance of uhe
financial link between the United Kingdom and India, would 
disturb confidence. alld so pll\Ce 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 
nhe Indian Government in matters financial. I do not think in the 
dii!Cussion8 which 'have proceeded it has been agreed that that qOIlU:: 
rol shall continue to be exercised. 

Olher arrangements have been considered in order to create 
confidence dUl'ing the period of transition, but these do not nece. 
ssarily imply the continuanoe of the financial link by the exercise of 
the financial powers of the Secretary of State. The only finanoial 
link which connects England with India uffioially is the Heoretary' 
of State. 

Mr. Iyengar; I would suggest th4t instead of the word 
.. link" in tllis paragraph the word" relations" should be ueed. 

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 
ariding out of the remarks by Pandit Malaviya. He seems to think 
that those who agreed with the substance of the proposition last 
year oomtemplated the continued control of the Secretary of State. 
I do not interpret this as assuming anything of the, kind. But 
apart frOID the control of the Secretary of State, tuere are other 
financial links, alld I believe the word "sudden' in thii paragraph 
is used to denote the period of tr"nsition. We are sati:Jied 
that there would be a Reserve Bank, and we shonld ha\'e to make 
some pruvision fur that purpose. 
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Mr. Benthall: Can we not make the word "links" in the 
plural 1 

Chairman: I accept Sir Tej Bahadur Sapru's interpreta. 
tion. It is certainly what we meant. 

Sir Purshotamdas Thakurdas: If the plural is to be used, 
1 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 applicahle 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 SaplU: 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 not know whether it 
wonld be agreed that that is not intended. 

Pandit M. M. Maillviya: 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: Yon have heard what Sir Tej Bahadur Saprn 
has said. I cannot pnt it hetter than that. We are now stating 
what those gentlemen who were here on the last ooea.sion put 
forward? 

Pandit M. M. Malaviya : Sir Tei Bahadur Saprn has said 
. that it does not mea.n the continuation of the financial powers of 
the Secretary of State. Is that accepted by the Secretary of State1 

Sir Samuel Hoare: To me it is a general term. I 
do not want to define what it is I· think it is mnch better 
to leave it general like this. It is stating the fact which 
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was the very basis of our discussions last year. If it had 
not beon 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 Th~kurdas: 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 carrie:!. 

Sir Samuel Hoare: I would not admit that at all in a 
sentence of this kind. It is merely a historical fact of what took 
place lash year. 

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

Sir Samuel Hoare: You lIIay not agree with it but it was 
the fact as it emerged last year. Hist.ol'ically speaking, I think this 
acourately describes one of the results cof our di~cussion8 last year. 

Sir Purshotamdas Ihakurdas: 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 o:ut only one link. 

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

Pandit M. M. l\blaviya: 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 ellsure that thore shall be no want of confidence by 
disturballl:e of o~her relations. A'S this stands, my objl'ol?tion to it 
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is that. it puts forward a proposition which is not correct and which 
will not fit in with whl\t we have been discussing. We have becn 
discussing s.Lieguards which should be agreed upon. This state
ment, "a sudden sevcrance of the financial link between the United 
Kingdom and India would disturb confidence", cannot mean 
anything except the relationship which the Secretary of State 
has to the Government of India, and to say thltt the sudden 
severance 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: I do not quite follow that. If you would be 
good enough to look at the beginning of it again, it i~ their propo~al 
in this connection. 

Pandit M. M. Malaviya: That is why I a ked whether thi~ 
was the language that was f,mnulated last year. It i~ not so. 
This has been f()rmulated for the first time this year, and as it has 
heen formulated tor the first time this year, I request that the 
language used shOUld be such as can be .. greed UpOll and which 
should seem to us who are here n'IW exactly to exprcs,i what wa~ 
decided upon last year. 

Lord Reading: Is not the trne posltlOn here that we are 
merely stating what were thc f'lndamental pr()position~ UP'lII which 
the Rep'lrt of last year was based? And that is surely a matter "11 

which those who were present are best ahle to speak. 

Pandit M. M. Malaviya: Thoie di:;cu'lSions are recorded 
and this goes beyond them 

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

Pandit M. Jl.l Malaviya: Suppose it is decided that the 
control which the Secretary of State at pr&ent exercises over 
the Government of ludia should be exercised hereafter in J lldia 
by such !\l'l'allgemeut as Your Lordship, for illstahce, ha~ alreudy 
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ther arl'an~ement sucli as is in contemphtif)n of a Finartcial Advisory 
Board, then I submit the link *hich connectS Englaud through 
the Secretary of 8ta te with India at present would be severed. 

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

Chairman: I think we could all get agreed upon this by the 
insertion of II. couple of words. Pandit Malviya is of this opinion; 
he says: "On the last occasion the Commit,tee came to certain reco
mmendations or certain VIews and you wantto state them". But you 
have not stated them properly because I do not think, from what I 
know or from what I have heard, thali the propos!l.ls 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 euough, 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 proposal~ in this 
connection were based by some of the members upon the f01l
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.! II The proposals in this connection were based in the 
~pinion of some membeJ.'S of the committee upon the following 
propositions. .. 



Panuit M. M. Malaviya: Yes. 

Chairman: Yery 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 last year 1 

Chairman: No, I will not put that in. 

Lord Reading: How can those who were not present express 
a view as to tbat 1 

Cbairman : How can you expres.~ tbat view 1 

Pandit M. M. Malaviya: From the records. 

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

Sir Purshotamdas Thakurdas : My Lord, re~arding para
graph 2, I. see the words" Reserve Bank" oncur in this for the first 
time and perhaps tbe only time. May I ask whether it is proposed 
to say anything regarding how the Reserve Bank can be started 
whenever it is possible to start it, and by legislation where 1 Tbat 
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 expre.~s any opinion on that score or not. 

Chairman: Well, what would you like to put in 1 

Sir PUl'shotamdas Thakurdas: My personal opinion is that 
it should be started by a Statute in tbe Legislative Assembly. 

Sir Ttj Bahadur Sapru: Will you have: "by tbe creation 
by tbe Indian Legisiature of a Reserve Bank" 1 

Sir Purshotamdas Thakurdas: I will be quite lI&tisfied with 
that, Sir. 



Mr. Sastri: I see Lord Reading indicating du,sent~ 

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 m~et you Sir Purshotamdas ? 

Sir Purshotamdas Thakurdas: 1.'hat is what I think my
self, Sir. Thank you. 

Sir Akbar Hydari: "Indian Federal Legislature", Sir? 

Sir Purshotamdas Thakurda.~: Of course. It will certainly 
not be by any of the Proviucial 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; .. hy the 
Indian Federal Legislature ... 

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

Lord Reading. How ean it ? 

Sir Purshotamdas Thakurdas: There will be no federal 
Legislature then. 

Mr. Benthall: The Reserve Bank might be started next 
year if eonditions 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 t.he Reserve Bank as soon as 
possible. There is no doubt about that. 
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Mr. iyengar: I think Mr. Benthall has in view the 
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: Y es, plea.~e. 

Pandit M. M. Malaviya: The paragraph speaks of the 
creation "of a Statutory Advisory 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
ncial and monetary policy." I thought the proposal put forward 
by Sir Tej Bahadur Sapru was that there should be an Advirory 
Council on matters of currency and exchange. 

Sir Tej Bahadur Sapru : That is so. 
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Pandit M. M. Malaviya : Therefore, I sugges.t it should be 
so etated. The paragraph should read "charged with the duty of 
examining and advising upon questions of currency and exchauge." 

Sir Samuel Hoare: Financial and monetary policy means 
that. 

Chairman: That is what it means. 

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

Chah'man: Well, Pandit Malaviya, I will accept your word~ 
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 yon. 

Pandit M. M. Malaviya: Are you omitting the word 
.. ~'inancilll"! 

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 hut you can have whichever you like. I accept the 
words you sUltgest, but they are words which militate against your 
own interestH. We will make the paragraph read "Charged with 
the duty of examining and advising on currency and exehangeD. 

Pandit M. M. Malaviya: I asked, is it to advise on financial 
policy generally 1 I thought it was limited to currency and 
exchange. I have no objection to the 'l'l'ords "Monetary policy" 
being retaiued, but I object to the word .. financial ". 

Chairman: I accept it aud I will cross out the word 
.. fiuaucial" and leave it at 'monetary policy D. The day wiD come. 
I am afraid. when you will regret it, but that is not my fault. 
Paragraph S, please. 

Sir Purshotamdas Thakurdas: I took it when ~be queootiou 
of this Statutory Ad\i.."Ory Council was heiug dillCussOO Lhat it was 
ollly t<.l go ou until II Reserve Bank comes iuoo being. 
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Chairman: I see what you mean. 

Sir PUI'shotamdas Thakurdas: b may be kept on afterwar(Js 
if found useful, but it need not. It would be only for the period 
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 1 

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 bett .. r to leave it as 
vague as possible. 

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

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

Cbairman : 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 "l\1nnctary 
Policy". I would further suggest, Sir. that it should be stated 
that the Statutory Railway Board will he ~et up only by Legis

b tion in the Indian Legislature. 



'B-77 

Chairman: That has not yet oeau disoussed. It is a matter 
we shall havo to leave for future decision. I agree that it is an 
important thing, but we have not discussed it. 

Sir Pur~hotamdas Thakurdas : I thought that nl) one had 
critici,ed what I had sllid ou tho point. 

Sir Tej B"hadur Sapru: There was no unanimous deci~ion 
on that point on the last occasion. 

Sir PUl'shotanidas 'l'h!\kul'dlls: I foel that so~e expression 
of opinion ought to go out from this Committee on the question. 

Sir Tej Baha~ur Sapl'u: There is no montion of a Statutory 
b"dy whatever. 

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

Sil' Tej Bahadur SIIPI'U: There is nothing in the Report 
ahout it, 

Sardar Ujjal Singh: As a mal tel' of fact, I ptlinted out 
that if a Statutory A uthority wa~ going to be established it should 
he left to Indian Legislature. 

Sir Purshotamdas Thakurdas : May I read from the second 
Report of the Fadel'lll Structure sub-Committee presented at the 
meeting of the Conference on JanuRry 15th? 1 quote from parag
raph 19, "In this connection the suh-Committee take note of 
the propo~l that a Stlltutory Rllilway Authority ;mould he establi
shed, and are of opinion that this should be done, if after expert 
examination this course seems desirable." 

Sir Tej Bahadllf Sapru: The Report of the Plenary Session 
~how~ that we all objected to the Statutory Authority being created 
at all. 



Sir Pursotamdas Thakurdas: May I take it that this pres
ent Report is not being conformed to the one I have ju~t quot.ed ? 

Sir Tej Bahadur Sapru: Of course not. 

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

Ohairman: Mr. Gandhi has something that be wants to aild 
at the end of paragraph 2. 

Mr •. Gandhi: I wish to add at the end of paragraph 2, aftrr 
the words' "re-ponsible .Government" the words "and tbat th~ 
derogation from complete control would hamp~r the Finance Mini 
ster in tIle disCbarge of his duty." 

Ohairman: Tho~e words are noted. 

Now we come to paragraph 3, pleasa. 

Sir PurRhotamdas Thakurilas: In tbe first sentence of par· 
graph 3 you have this: "lhe majorit,' of the Oommir,tee adhet'e to 
the principles enunciated in their previous Rep'lrt". In view of 
the discussion I raised on sub-paragraph 4 of paragraph 1, I am 
afraid I cannot be olle of the majority who adhere to those 
principles, 

Ohairman: If you will kindly look at the sentence a m',ment 
"The majority of tbe Oommittee aJhcre to the principles enunciated 
tn tlleir previous Report:" It was not yuur Report at all, but I 
will make it clear that it docs not apply to Y01l. It was not meant 
to apply to yon. 

Sir Pnrshotamdas 'l'hakurdas: Then" The majority of the 
Committee" there means the majority of the Committee present at 
the last time? 

Ohairman: Yas, not you. 

Then going all, is there anything more on paragmph 3l 
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NOIll tum over to page 4. 

Subject to th'l&e alterations which you have been good eno"gh 
tG indica.te 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 koow what sort ot proposal yoti 
propose to make on the que~tion as to the power of the Federal 
Lpgislature aDd the Fe,leral Government to legblate on Labour 
questions affeotiilg the whole of India. 

Chairman: I think what I propose t'l say. subject to )our 
agreeing to it. is this. Mr. Joshi's point is of grean imp'lrtanoe. 
A solution of the difficulties to whioh he has drawn our attention 
will have to be found whoB the precise relationship between the le
gislative powers of thei I!'ederal and Provincial Legi~latures is finally 
determined" In this particular matter there haa not been an oppor
tuuity 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. 
Wiu that meet your wi.shes and views? 

Mr. Joshi: Yes. 

Chairman: Thank you very much. Then what I will do is 
this. 'l'hat must appear somewhere, and I think it had better 
be appended in its proper place in the Report on thll Legi~latures. 

That. I think, would meat your views. 

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

Chairman: I am afraid so: r aM very sorry; I shou ltl 
have liked to have gone OU. 
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Mr. Shastri: If so. will you allow me. as one who has been 

faithful in att. ndancc in this Committee anu one who. I hope. has 
also been equally faithful iu allegiance 00 this Committee and its 
work. to say a few words to express our feelings of complete con

fidence in yon a..~ 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 afe all deeply engaged. 
We r~mem">er 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 purposeq of the discussion 

of some among us. 

Chairnian: Quite right. 

Mr_ Shastri: 'You gave us a free hand. and if I may say 
so. in allowing us'to revel in our freedom you have possibly contri
buted 00 the efficiency of this Committee's wOlk. Moreover. Sir. 
there is just one word whillh 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 t.o the mission which has 
brought ns all to this country. It ha~ in India and in England 
aroused the greatest possible attentJon. 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 dOlle we have not succeed in carrying 
the judgment and the wishe~ of either the people in India. or the 
people ill this conntry; but amnngst ourselves, althongh there were 
sometimes differences of a sharp kind between one section and 
another, there has prevailed a most wonderful spirit of cordiality. a 
spirit of give-and-take upon all sides. British and Inuian, Indian 
States and British India, Labour and non-labour. Upon all 
side~ 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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ference, shonld reach a successful and happy issue That dominant 
feature of the proceedings of the Q.lmmittee has been in large 
measure secured~ I b3lieve, by tile ab~olute impartiality and by 
the rulings of our Chairman, by the way in which when we some
times fel! from the high standard which he would ha.ve set, he 
continually ,reminded us that in our speeches and in our delihera
tions we must not fix our 'eyes upon the little part of India and 
Indian policy to which we belong, but Up11l. 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 auy one of us. For that act as well as for others we 
stand deeply indebted to you and we believe that if ever we arl) 
engaged upon a' task of equal difficulty and complexity we could 
never wish ourselves greater good fortune tban to have a Chairman 
of your t) pe and your character. 

Chairml\n: 'fhank you very much. 

Sir Taj Bahadur Sapru: My Lord Chancellor, will you 
permit me to say one or two w)rds f'lllowing the very warm tribute 
which has been pai<l to you as Chairman of this Committee by 
my friend Mr. SastriY I cannot add many ·words. I will only 
venture to say this much, that whaLever the future. is going 
to be and whatever the redult is g,)ing to be our labour~ 'here, 
everyone of us will ~gree that we owe to you a deep debt of 
gratitude for th~ manner ia which yon have conducted our pro
ceedings this ya"ar as well at lag~ 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 L'lrd,hip to as~ociate the members of the staff and your 3dV'" 
isers who have borne the brunt of the day. The ou!.Side world jud
ges the work of this Conference byth~ amonnt of oratory tha5 has 
flowed round this table, but 'he outside world does 'not know what 
amount of thought and labour b&S been put into the various decisi
ous that have been arrived at and the amount of labour involved in 



the Reports that have been prepared and prepared so skilfully and 
with so llJ uch rapidity. I would like, therefore, to express a 
genuine sense of admiration for the manner in which they. have 
w<)rked with you, . 

Mr. Tmnhu: My Lord Chancellor; I should like to endorse 
every word' thlLt has- been said' by RighU HOD01l1'abl~ Mr; Sastri and 
Sir Tej Bahadnr- S~. May I add one word more 1 It is this. 
I think- we. fully expected' yon, Sir, to discharge your duties impa~ 
tial1y, justly snd 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 direction. It is one thing for 
the Cli.airman to be impartial, but it is another to make every 
member of the Committee feel tliat you have acted 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 tg time. I wholeheartedly congr
atulate you that you have won the heart of every member of this 
Committee. What maybe the result of the work of this Committee 
is another' matter but YOll hlml discharged your duty magnificently. 

Chairman ~ Thank you very much, Mr. Jinnab. 

H. H. The 'Nawab of Bhopal: We of the Indian States wish 
to 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 C1i.ancellor, and with the tribute tbat has been paid to 
members of the staff. 

Mrs. Subbarayan: I entirely associate myself with tbe 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 
cru;cied OD. 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 Bighness,My LOTds;. La.dies .and Gentle
men, I am very touchecl:-no one could help being touched-by your 
very kind expressions of opinioll, and the cordial wa:y: "in which all. of 
you havo received the too kind remarks made 'by the various 
speakers. But I should first: of al'l like' to say h~~ much I have 
beAn helped in my labours by the distinguished civil servo;nts who 
have been here in d~i1y attenUance. I do not think it is any 
secret-if it is a secret. it sh!.lI no longer be one-that since you 
left these shores on the last oCC!,sion 'I have beel1 presiding over' a 
oommittee of oivil servants, seven or eigbt in number, who have 
been discussing all the questions thllt we have dischssed here. We 
have often met as many as four times a week, and our meetings are 
to be oounted not by the dozen but by thll score;snd memranda 
haveheen produoed which are of the greatest possible assistance to 
us all. :J desire that thllse civil servants should have the ohief 
8h,,1'6 in any praise that may be mentioned. 

As for myself, although the task may be a difficult one espe
cially when I have had to hurry you up, as bappened this:week/ it 
. has been an exceedingly.pleasant one, and I want te say this, first, 
last and all the time, 1 am in favour of a Federal India. I 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 pos'lible, 1 think a Federal 
India is probable. And tbe sooner we can satisfy your aspirations 
the better for everybody. ;lam not going to say goedbye. I hope 
I shall meot you again somewhere, some a...y. and I hop~ at any 
rate that I shall one of the first to he ablato c'lngratulate Ind:a 
upon having achieved what I kn'lw to be it~ ambitioQ, and what I 
kn lW will bring it peace and prosperity at tbe last. I .thank you. 

-. -,-. :0:-
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FOURTH REPORT OF FEDERAL STRUCTURE COMMITTEE. 

1. The Committee. when discussing the Rubjects covered by 
this Report. viz., Defence. external Relations, Financial Safeguards 
and Commercial Discrimination. did not have the a..Jvantage of 
hearing the vibWR of the Muslim memhers of the British Illd:an 
Delegation who reserved their opinion on such questions nntil such 
timc as a satisfactory dOlu.ion ha'} been found of the problems which 
coufronted 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 principle enunciated in the Defence 
Sub-Committee at Wle last Session that "l'he Defence of India mu~t. 
to an increasing ext.eut. be the concern of the Indian pcoplp.. and not 
of the British Government alone". 

3. The view was strongly put forward by some members 
that no true re.<pon~ibility for itR own government will be conferred 
on IJldia un Iel'S tIle subject of Defenre (involving. of course. the 
control of the Army in Ind,a. including that of the P.ritiHh troops) 
is immedintely plactd in the hands of an Indianl\Iinistry 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 
Legislature during the peri~d of tralli'ition the constitut.ional res
ponsihility for controlling Defence. so long as burdcn of actu&! 
responsibility caIJnot be simultaneously transferred. 

5. The majority of the Committee therefore reaffirm the 
conclusion reached in the Committee at the l3l't Session that 
" the assumption by India of all the powers and re-pon8ibility 
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 t.ran.~tion, the Governor-General 
shall be resp1usible f.)r Defence,"1! being as~isted by a "Minister" 
of his own choioe reiponsihle to him and not to the Legilllature. 

6. At tIle Hame time there is no di.agreement with the view 
that the JnrJi,\U Legi~latul'e must be deeply conccrned with many 
aspects of Defence. It is undeniable that there can be no diminu
tion of sueh Oppr)ltunities as the present Legislature posses<les of 
discus~iu!( and thrnugh diwusiion of inoluding Defence adminis
trat·ion. While the Rize, compositiou and cost of the Army are 
matters e-sentially for those ou whom the responsibility rests and 
their expert advisers, yet they are not questions on which there cau 
be no voicing of public opinion throngh constitutional ch,umels. 
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 c,£ Indianisation. Further, 
there must be correlation of military and civil administration where 
the two spheres, lIS must sometimes inevital.ly be the Cllse, are 
found tn overlap. In thll latter c.mnect:on the suggostion was 
made that a b'lJy should b3 set up in India aual.)gou8 to the Com
mittee of l:llparial Ddcnce in Great Britain. Some members of 
the Committee considered that even though responsibility for the 
a-irninistration of the Army might remain, during a perioJ of 
trall~ition, with tue Governor-General, the final voice on such 
questioll" as the size, compo . .'ution anrl. cost of the Army should rest 
with the Legislature. 

7. To secUl'(' the mea~ure of participati<>n contemplated 
under paragraph 6 by the majority of the Committee, various 
IIl1g~cstionR were made the cardinal feature of which, in 
almost al\ instance., was the preci~e positic,n to be assigned 
to the "!liinistel·· appointed by the Governor-Geneml to take 
charge of the Defence [I'lrtfo\io. It was assumed that his functions 
w')llitl roughly corre~pond to those of the Secretary d State for 
w.\!' in the United Kingdom. Among the more important propo
sal~ made Wf'ro the following :-

• Sec paragraph 11 of tho Second It_pan of the fei.crai Stl1lclure lSul>-(;ollUllitt ... 
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( I) The "Minister," while primarily respon.~ible to tbe 
Governor-General, should, as regards certain aspects 

only of Defence, be responsible to the Legislature. 

< II) The "Ministel'," though responsible tu the Governor
Genelal, sbould be an Indian; an<1 he lllight be cho.,en 
from among the Melllbers of the Legislature, 

(III) The "Minister," of the character c;mtemplaled in (II), 
Rhould be crmsidered to be a Memher of the "rc.,punsible" 
Ministry, participating in all their discussion~, enjoying 
joint responsibility with them, and in the evcnt of a 
def at in Legislat'lire over a question' nnt relating to the 
Army should re.-;ign with them though, of course, ren,a
ining eligiLlc f,.r immedi'lte re-appointment hy the 
G"vcrnur·Gcncrai 

8, While some of these suggc,tioll" cOlltain the germR of 
possillle Illes of development, it i< inlpr)8<iLlc tl, esr:ape from the 
condusion (a) that, so long as the (l,,\'cl'nor·Gcneml i, re<pollsil.le 
fol' Vefence, the eOllstituti.m mast pro\'ide that the Vefel ce 
"Mini<ter" should be appointed at the unfettered diwrctiun of tIle 
Governor-General and sh')u ld be responsible to him allme, and <I,) 
that this ".\lini-ter's" relations with the re~t or the Miui;tl'y ann With 
the Legi~1atu e mUit be left to the eVulution uf p')litilJal u.;age with
in the framework of the constitution, 

9, The view wa.-; put forward that, whi:e slIpply for the 
uefclIce service.; ~hould \lot be ~uJ'.icct to the anllllal vote of 
the Legisl.~ture, agreClllcnt ~llIJuld be sought at the out~~t on 

a basic figure lor sUlJh expelldimre for a pel iod of, "'ly five ) ears, 
subject to joint review by the Legi lature Gild rcpre~elltativeg of 
the Crowu at tho end of slIch pcriou, with special pow"r'l iu the 
Governor-Geneml tu incur e.qmnditure iu CIl,CS of clIlergcuuics, 
The details of any slIch pIau should J'eceive furtber careful 'exami
Dation, 
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External Relations. 

10. Very similar consideration to tho~e gov('rning the con
stitutional tl'eatment of Defence apply in the case of the suhject of 
External Relations, and in general the views expressed by member8 
of the Committee on this subject followed closely their opinion~ 

reg-u'ding the constitutional provi~ions in relation to Defence, In 
particular the mlljority of the Committee reaffirm the view taken 
in the Second Report of the sub-Committee (paragraph 11) that 
the Goveruor general should be responsible for External Relations. 

11. 'l'here is, however, a difficulty in connection with 
External Relations which hardly aris -s in the case Defence, viz., 
that of nelining the content of the subject The re~erved subject 
of External Relations would be confined pI'imarily to the subjoot 
of political relations with countries external to J ndia and relations 
with the frontier tracts. Commercial, economic and other relations 
would fall primarily within the purview of the Legislature and of 
Ministers re.~ponsible thereto; in so far, however, liS questions of 
the latter oharacter might rcact on pc.lit.ical que.~tions, a special 
responsibility will devolve upon the Governor-General to secure 
thnt they nrc so handled as not to conflict with his re.pon~ibility 

for the control of external relations. There will aecordingly be 
need for close co-operation, uy whatcver meau" may prove through 
experience most suitable for securiug it. between the IIf iui~ter 
holding the portfolio of .. Exterm.l Relations» aud his colleagues 

the "re~ponsible" Miuisters. 

12. Some misunderstanding Dlay have been caused hy tho 
description, in paragraph 11 (ii) of the sub-Committee's ~econd 
Report, of External Relations 8..'1 iucluding ,. Relations wit.h the 
Indian State.'1ont.'1ide the Fedural ~phel"c n. As set out in the Prim e 
lit inister's declaration at the c10.,e of the last Session, .. The connec
tion of the States with the Fed~ration will remain subject to the 
basic principle that in regard to all matters lIot ceded hy them to 
the Federation their relations WIll be with the CI1lWn act-ing through 
tho agency of the Viceroy". 
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Financial Safeguards. 

13. In paragraph 11 of their Swond Report the sub
Committee in recording the general agreement. to which reference 
has been made in an earlier paragraph of this Report, that the 
assumption by India of a1l the powers and responsibility which 
have hi~herto rested on Parliament cannot ! e made at one step, 
recorded the consequential opinion that, during a period of transitiou 
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 nece.~
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 those situati{\ns in the financial sphere for which such 
special provisiou would be neceRsary, The proposals in this conuec
tion were, in the view of the some memhers of the Committee, 
hased upon the following fundamental propositions ;-

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

(2) That the financial creJit of any country rests in the last 
resort upon the confideuce 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 iu the money markets of the world has hit
herto heen in practice closely bound np with British 
crediL; and 

(4) That a change in her constitutional relations with the 
United Kingdom which involved a sudJcn severance of 
the financial link between the United KinO'dom and 
India would disturb confidence aud so plae; 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 furthcr 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 t.h~ view that they erred 011 the side of 
caution, and that since there was no gl'Ound for poatulating impru
deuce on the Fart of thp 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 Gov~rno1"'General, than the establishment, pending the 
creation by the Indian Legislature of a Reserve Bank, of a Statutory 
Advisory Council, so constituted as to reflect the best financial opinion 
of both India and Loudon, ",hich would Le charged with the duty of 
examining and advising up·m monetary policy. (Some of those who 
took this view were of opinion that it might not be necessary for the 
Statut<'lry 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 advi~able to provide that in 
the event of the rejection by the Legislature of the Goverument's 
propo~als for the' raising of revenue in any given year, thc provision 
made for the last financial year should continue automatically to 
he operative. 

Some membor3 again, who lad Ilot participated in the Com
mittee's earlier disclls~ion9, went further in their objection to the 
financial llafcguards, and expressed themselves as unwilling to 
contemplate any limitations upon the powers of an Indian Finance 
Minister te adminibter his charge in full responsibility to the Legis
latnr!', (n the ground that a constitution which did not concede 
complete contl'Ol of finance to the Legislature could not be deseribed 
as responsil.le government, and that derogation from complete 
control would hamper the Finance Minister in the discharge of 
his dutieR. 

15. The majority of the Cotumittee adhere to the principle.'! 
enunciated in t·heir previous Report. 'l'hey feel strongly that if 
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the attitude (If caution with which they approachetl this quc.~tinn 

lust January wa~ justified a~ thcy are convi~cerl hy the con
siderations stated in p~ragraph 13 of this Rep'>rt that it 
was the fillanci.LI crisis which has since overwhelmed hoth 
the United Kingdom and India illlJOmmon with so many other 
countrie,~ has still further reinforced it" necessity. 'l'hey feel 
further that in the couditions of complete uncertainty aud in
stahility now so widely prevailing, it would serve 110 u~eful 

prac,ical p'irpose here and now meticulou~ly to examine or to 
attempt to decide upon the preciHe means to adnpt to ensure 
and command confidence in the stability of the new order, and a 
safe transition to it from the old. The maj 1rity of the Com
mittee thereJore record it as their view that the concillsi'>ns reached 
in the Committee's Second Report form an appropriate basis for 
approach to the task of framing the constitutional definitions of tue 
powers I1nd interplay in the sphere of finance of the various elements 
which will compose the Federal Authority which they envisage, 
and thllt it would he premature at this stage to attempt to elaborate 
the appliclltinn of these conclusions. While they are prepaJ'p.d to 
explore more fully the suggestiou of an Advisory i)'inanpe Council, 
they canunt on 1 he ha,is of the discus.1ion that has taken place 
commit themselves tn the view that such a council would adequately 
secure the effective maintenance of confidence in t.he credit of India, 
which mURt be the es~ent,ial teRt of the mellsures neces.~ary in the 
sphere of finance. 

Commercial Discrimination. 

IIi. On t\;liR subject the committee are glad to he able to 
record a substantial meaRure of agreempnt. They rec:lll that in 
p'lragraph 22 of their Repnrt at the last Conference it wa.~ Rtated 
there was general agreement that in matters of trade lind commerce 
the principle <>f equality of treatment ought to be establiRhed, and 
that the Oommittee of the whole Conference at theil· 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 instllnce of the Briti~h commercial community 
the principle WM generally agreed that there should be 
no di~cl'imiuat.i'm between the rights of the Briti.b 
mercllntile cl)mmunity, firms lind companies trading in 
Indill, lind the rights 01 Indilln born subjects lIud thllt 
all IIPPl'opri!lte Conventiou based on reciprocity should 
be entered into for the purpose of regulating these 
rights." 

More than one member in the course of the discus~ion 

IIlso reminded the Committee that the All-P!I'rties Conference 
in 1928 stilted ill their Report that U it is inconoeivllble that 
there clln he any discriminllting legislation against any community 
doing husiness lllwfu\ly in Indill." 

17. The Committee aooept aud re-affirm the principle thllt 
equal right" and equal OPPol'tunities sh'llIld he afforded ttl those law
fully engnge·i ill Cflmmerce and indllstry within the te ritory of the 
!<'edcl'IItioll. and ~n.,]l ditl'erences as have manifested thenwelves Bre 
mainly (though not ent.irely) c'lllcerued with the limits within which 
the prilloiple should opeL'ate nnd tbe hest method of giving effect 
to it 

Some, huwever, contend thllt the future Government should 
not he burden\ld with IIny restriction slIve that 110 discrimination 
should he made merely on the ground of race, colour or creed. 

18. The Committee lire of opinion t,hat no suhjoot of the 
CrowlI who may be ordinarily resident or carrying on tI'ade or 
11lI,inc-'l:l in British Illdia, should he subjected to any disahility or 
discrimiuatlon, legislative, or administrative. hy rca~l)n of his race, 
doseont, religi<lll, or place of birth, in !"pspect of tax,\tinn, the IlIlI
ding (.f property, the cllrrying 011 of any profession. trade or hIlSillC-'l~, 
or in l"a~peot of l'C<lidellce or travel·. The eXllrtl-sioll ""uhject" IUII~t 

• As rej(ard:t. the interpretation o( this sentence, sec tbe remarks o( Sir P. 1 hakur· 
das aQd Lord Sankey in 'be Plenaty Session of ~8tb No\'cmber. 1931, on presentation 01 
Ibe Iteport. 
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here be under s~()od as including firms, companies and corpora
tions, carrying on business within the area of the Federation, M well 
as private iudividud.ls. The Committee are aho of (lpiuion that, 
mutatis mutandis, the priuciple Rhould be made applical,le in 
respec~ of the same matters so far as they fall within the federal 
Hphere, in ~he case of Indiall States which become members of tllC 
Federation and the subjeets of those States. 

The St'ltes representar,ives expressed them;elves willing to 

aecept this prInciple !Jrovided that those who claim equal rights 
under it do not ask for discrimi, atioD in their favour in the matter 
of jurisdiction and will submit th2mselves to the jurisdiction of the 
St<lte.o. 

19 It will be ohserved that the Hngl{cstion contained in the 
preceding paragraph is not l"6.~tricted to llJatters of Commercial 
Discrimination only, nor to the European wmmunity as such. It 
appears to the Committee that the qnestion of Commercial Discrimi
nation is only one aspect, though a m'lst important Olle, of a much 
wider que~ti(}n, which aflOOts the interests of all cOllllllunities alike, 
it due etfeet is to be given to the principle of equal rights and oppo
rt unities for all. 

20. 1\I,.re than one member of the Call mittee expressed 
anxiety le.~t a pro'lvisi'JD in tlie constitution on the abf)ve.lines should 
hamper the freedom of action of the future Indian Legi.~lature iu 
promoting what it might regard as the legitimate economic intere~ts 
of Illdia The Committee do not think that these fears are well
founded Key industrie~ can be protected and unfair competition 
penalised with'lut the u~e of discriminatory measures. The Commi
ttee are, hf)wever, of opinion that it sh'uld be made clear that 
where the Legislature has determined upf)n some sy"tcm of bounties 
or snbsidies for the purp'lse of encouraging local i\l(lustries, the light 
to attach reasonahle conditions to any such grant ffl,m l'ul,lic fUJlfls 
is fully recognised, liS it wa.~ recognised iu 19:!5 hy the Exte1'll1l1 
Capitlll Committee, and is recognised tocIay hy the practice of tho 
G !Vel'll meut of India itselt. 
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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 

el)lllply with such condil,ions as may be prescribed. Tbe principle 
should be a fair field and DO favo<lr. Thus a good deal was said 
in the course of the discussion of the need for enabling Indian 
couceru~ to cl)mpete more effectively with larger and longer
e.~tablished businesse.s, u~ually under Briti~h management and 
finallcied with British capital. Where the larger business makes 
me of unfair methods of competition, tbe general law shonld be 
sullicient 10 d"eal with it; but many members of the Committee 
were impressed with the danger of admitting a claim to legislat~, 

lIot for the purpose of regulating unfair competion generally, but 
of de~troying in a particular case the competitive power of a large 
industry iu order to promote the interests of a smaller one. 

A view was expre,;sed by some members, with reference to 
this aud the preceding paragraph, that so fu.r as the grant of 
bounties and suwidies is concerned it must be within the competence 
of the Legislature to confine them t·} Indians or companies with 
Indian capit,al. . 

The po~ition of others was that set out at the end of 
paragraph 17. 

~2. With regard f", method. it appears to the Com
mittee thut til!) con~titution should contain a clause prohibiting 
1000islative or adlUinistrative~ discrimination in the matters set 
Ollt ahwe and defining th~se pc~ns and bodies to whom the 
clau~e is to apply. A completely satisfactory clause would 
11) nouht be difficult to frame, and the Committee have not 
attempted the task themselves. '1 bey content themselves with 
saying that (despite the cOlltrary Y.iew e~pressed by the Statutory 
Conl1nis~ioo in paragrapb 156 of tbeir report) they see no 
relLiOll to doubt tba& an experiencei Pariiamentar} draftsman 
would be able to devise an adequate and workable formula 

• Two members 'WOulcl nQt, in(:l"de .dqlinisltativo discritninatioD within tbe scope 

01 tb. clauso. 
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which it w,mlcl not be beyond the (lompetence of a Court of Law to 
interpret anu make efTootive, With regaru to the pet'!l<lll~ and bl)' 
dies to whom the clause will apply, it was suggesteti by some thao 
the constitution _}uJUld define those persons whl) are to be rcgarded 
as "citizens" of the Feder,ltion, and that .he cla:lse should app'y to 

the "citizens" as ~o defined; this indeed WM a suggcstiou whi"b had 
h~ell made by the All·Partie; Confet'ence, Thct'e at'e however dis· 
advantages in attempting to define the ambit of economic rights itt 
terms of a political defiuition, and a definitiou which included a 
corporatioIl or limited c Impany in the expression" citizen" would 
he in auy event highly at',ifieial. The Commhee are of opillion, 
therefore, that the clause should itself describe those persons and 
hodies to whom it i~ to be a]Jpliellble on the lines of pam graph 18, 
anu that the que%ioll should not be cOlUplicated Ly definitions (If 
citizenship. 

!?3 If the above propo~als are adopted. di,wriminatm-y 
legislat.ion wlmld he a matter for revil'\\' by the Federal Court To 
Some extent this would alsv he t·rue "£",,dlllillstmti\'e discriminatilln; 
hut the real s"fegual'd against the latter must be luvked for rat her 
in the gc)od faith and C()DlDlOn sense oj the difl(m'nt hranches of the 
executive government, reinfor(~e.i, where Ilecessaty, hy the sppcial 
p,)wers ve.~tcd in the Goveflll)r·Generul and the Pr.)viucial Guver· 
1101'S. h is also pbin that where the Govcl'tlOr·GetJeral or a 
Provincial Governor is s,~r,istiod that ploposed legi.-Iation. tLough 
pl)ssihly not on tho face of it di~Cl'illliliatory. ncvertheless will be 
discl'iminato]·y i" fact, he will be callcd UpOIl, ill vir1 ue of his special 
obligations in relation to minot ities, to cousider whethcr it is not 
his dUTy to refuse his 8X"ellt to the Bill or to rc'crv,' it for the higl,i' 
flcati \1 of Ilis Majesty's p!easure. 

24. 1 he question of persolls and b(Jdie.~ in the Uni1ed 
Kingdol1\ lradiug wit,h India, lltlt neither l'esidcut not· pO>l."ell.,ing 

establishmenTs there, r('quircs rather dillercnt trcutlllellt. Such 
persons alld ho,lies clearly do 1I11[ staud on the sanlll footing a~ t hosc 
with whom this Report has hithcl'tl) Lecn dealing. rievcrthell·ss. 



the Committee were genera.lly of opiuiou that, subject to certain 
reicrvationR, Ihoy ought to be freely accorded. upou a basis of 
reciprocity, the right to enter and trade with Inuia. It will be for 
the future Indian Legislature to decide whether !lnd to what extent 
sloch rights should be accorded to others than indivinuals ordinarily 
resident in the United Kingdom 01' companies registered there, 
subject of course to similar rights being accorded to re~iuents ill 
India and to Indian companies. I t is "car(,ely necessary to say that 
nothing in this paragraph is intended to limit in any wa.y the power 
to impose duties upon imports into Iudia, or otherwise to regulate 
its foreign trade. 

25. I.t had heen suggested at the last Conference. and the 
Bugge~tion waR made again in the cours() of the discnssion in the 
Con mittee. that the above matte~R might be conveniently dealt 
with by means of II Convention to be made between the two count
ries, solting (lut ill greater detail than it was th'lught would be 
p'lssible in a clause in au .~ct the various topics on which agreement 
can be secured. The idea is an a1.tractive one, but appeal's to 
present certain practical difficulties. The Committee understand 
that the intention of those who suggested it is that t~e Convent.ion. 
if made, should be s(:heduled to ann become part of tr.e Constitution 
Act. It was. however. pointed ont that such a detailed Convention 
would be more apP1'?priately made between the United Kingdom 
and the future Indian GoverLment when the latter wnR con
stituten, and that. in any event, it seemed ~carcely appropriate 
in a O:.nstitution Act. On the other haud, the committee nre of 
o{>inion that nn appropriately drafted clauoe might be inclnded in 
the Constitution itself, recognising the l'ights of persons and bonies 
in the United Kigdnm to enter and trade with India on terms no 
less fnvourable than tho.qo on which persons and bodie.~ in India 
enter and trade with the United Kingdom. 

26. In conclusion. I here was g.!nel'l\l agrcell'ent (subject to 

the view of cortair. memhers, ~'et out at the end of paragraph 17 ) 
to the proposal that property righ+.s should be guaranteed 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 lind for 
public purposes, and then only on payment of fair and just com
pensation to be assessed by a Judicial Tribnnal. In the case of 
States, this principiI) may need some modification to avoid contlict 
wit,h their internal rights. A provi~ion of the kind contemplated 
appears to the Committee to be a necessary complement of the 
earlier part of this RepOl"t. 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. 

St. James's Palace, London. 

27th November, 1931. 

Signed, on behalf of the Committee, 

SANKEY. 



SPEECH OF Ma. JAMAL J\IOROMED SAIB AT-

Plenary Session, on 30th November H~J. 

Mr. Jamal Mohomed :-1 ask for indulgence as one of the 
latest nominees to this Conference and M one who had nnt the pri
vilege of serving on any of the Committees. I take it, Sir, that we 
have been invited to cnme bere 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 la~t, when he closed the first Se8sion of this Conference. 
That speech put a new faith into Rome of us ill India, and we took 
it that this time the British Government and the British Parlia
ment m 'ant business. If you dn nnt mind my saying so, Sir, some 
who were rather disinclined to attend the~first Conference took the 
earliest opportunity to come here when invitations were extended 
to them for the second Se.~sion. What was the main idea of the 
Round Table Conference 1 The idee. was the.t both Indian and Bri
tish Delegates should discu!!.~ and thrash out e.mong other things 
the constitution of an all· India Fedel'lltion, the main feature of 
which would be responsibility lit the Centre, with safegllardi! in the 
interests of India, to enable the British Cabinet, of which the Prime 
Minister was and is the trusted anrl re~pected head, to put through 
Parliament the necesse.ry Bill at the earliest opportunity to give 
effect to the solemn pledl1es given by two England's great and 
farseeing statesmen on behalf of its Government and people - ~ 
people deservedly famous for theil' love of liberty and champion
ing of the weak. I refer to the Prime Minister as well as to Lord 
Irwin, the great ex-Viceroy who represented His Gracious Majesty 
our Sovereign King-EmpE'ror. Not only members of the British 
India delegation with alm~t one voice advocated. pleaded, and 
supported this all-India Federation idp.a, hut it had also been affir-
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med and re·affirmed by tbat wise and patriotic 'on t)f India, His 
HigbneRS the Nawab of Bhopal, the Chancellt)r t)f the Princes' 
Cbamher, and by the admirable speech of Sir MrLl1ubhai lIIehta, 
the representative of the other great amI lIohle Prince, His Highness 
the Maharaja of Bikaner. 

May I submit to yon, with all humility bnt with all the em
phasis I can command, that India and its people-the Agricultural, 
Commercial, Indus,rial and Labour C1asseA of India - will not be 
satisfied with an) thing leAS thari the granting of responsibility at 
the Centre sim1lltaneously with Provincial autonomy. Both of these 
should be started together and by the same Bill, 

When you thu~ satisfy the legitimate desire and aspirations 
of a great people - in the inculcating of which Jour 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 people thus earned is worth something indeed_ 

Let it also be remembered that India has a la.rge and rapid
ly growing population, and tbat it is a country rich with natural 
resources scarcely yet tapped and developed, bnt in the utilisation 
and development of which your assistance, mectal and material, 
will be much sought after_ May I venture to sugge.~t 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 safeguardM before I close as some at least 
of those sitting Nund 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 snspi
cions in our hearts by its past associations. However, I cannot help 
slightly touching upon theD, if for n·) other reason at least because 
01 the fact that they had been looming rather too largely in the 
deliberations of the Committee. 
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J<;"eryone of the Indian Delegation has assured you in the 
plainest language possihle that in Ilidia, noted for hs tolerant sp:rit, 
there shall be no dis~rimination ngainst race, creed or colo III'. All 
that i~ meant is that India, like ot.her countries, shLuld have 
certain reserve powers for use ill case of need, and only then, alld 
not oLherwise. Perhaps my countrymen are a bit over-anxious 
about the~e reserve powers But I heg to poim out that they have 
80me justifieation for this anxiety by their unbappy experiences 
when they stepped in~o such venture.~ a~ shipping. insurancE', etc. 
H at lea~t 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 see 
why anyone should fight shy of these re"erve powers, which every 
Slate possesses, implied or declared. We do not want to injure 
even a foeigner in our country, and that bcil1g so why should there 
be auy doubt or distrust of us in the mind of Ihe Britisher who has 
done something for us, to awaken u~ from our long slumber, and 
with whom we hllve, and God Almighty willing we will cnutinue 
to have, Sf) mal,), ties c"mmon to us all a~ meluuers of t·he British 
Commonwealth of ~atious. 

The question of the secudty or right of property has also 
heen raised in the di'iCu~si'ms. We Indians have also properties of 
nur owu. My lord, will you allow me to ~ay it, that we know it 
nnly {QO well that the security IIf property is the very foundation of 
or-iered society. and thai un nation can b'" forward in its onward 
march if Lhe spirit of venture and endeavour is sapped at the very 
basis. 

As l'Cgards fiual!cil\l sl\fcgllal'd~, all particularly agricultural, 
indudtril\land commercial classes. are united and ill~istent on hay
ing no safeguards whatever in this re."pect. We Wl\ut a],solut.c and 
full fiuancial control. In the discussious of the Federal Structure 
Committee it was stated that there should Uo! safeguards with II 

view to helping India in it.~ ool'l'owiul;"- 'rhey l'Cferl'cd to crelilt. 
confidenoe aud that sort of thing ill this ccnnectiolI. Well thry 
w.)ultl like us to believe thut we would be in II bad position with 
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regard to borrowing. Really thet'e sho[~ld bc more confidcllce ill 
the investing public when India hersclf guatantee~ such loans. 
After all the Secretary of StaLe is only an agent. When you have 
the principal hcrself standing for it, why should you not trust her? 

What about your lendiug out money evcn to the small un
stable republics ill Sonth A merica. Will ylHl not then trust us, a 
nation of thrcc hundred alld fifty millions with va~t resources, a 
peoplc of honour, and, morcover partly trained by your:;ch'es ? 

Ag'1in, let me remil'd you, My Lord, that ollr national debts 
were not so hea"y before the Great War; they were cOlllparatively 
sIuallet·; but siuce then it has accumulated. That is more due to 
the wrong currency and exchauge policy of the Goverment. And, 
furr.her, we feel that in the future we lllay not he requiring so much 
help from others. Even if wc do require help, I think India and its 
people are quite good enough as securities. ~'hen sOlllething was 
said about funds not bning made sntIieiently availahle f"r defeuce. 
WeIl, I wouln just like to say a few words on that. We ~hould he 
fools if we kept t ur country undefenued. W c are more ('oucerned 
in the defence of our country becau,e we are Dlore directly interested 
und we would be the first to suffer. "fler all, you are six thousand 
miles aWl1y, well-defended by your mighty Navy. If there is any 
atl ack IIIl us f['.lID outside, wc shall be the first to sulfer, and you 
may take it that we would take pretty gond care to keep ourselve~ 
weH defcnded 

Then it W,\~ also said that fl!Dds may not he availalJle to 
maintaill sufficient troops, for internal trouhles. Well, we may 
have little quarrels now anu then, just as in any other country or in 
any other c Immunity. Thcre is dome difference of opinion or quar
reI; that Jllay be so evcn 8JllOllg brothers. We may be qu"rrelling 
to-day, and tomorrow we may hc all right. Howcver, let me point 
out to you, Sir, that between ourselve~ we have llIore in COlhlUon 
than there could be b~tweeu Iudians aud the outside world, all') if 
Oltr own people suffer, we are likely t'J feel it much more than any-
borIy outside. ,. 



My Lomd .. in tltis connection I wouId liKe to point out, that 
fOE C6l1turies< we were living in amity; It paSses my comprehim
si.on why these trouhles and quarrels should have developed only 
withilL tbe, IMt few years; and evan now these' eommunal q'J&uels 
&I1e rathe. uncommon ill Indian States. I know recently there 
bad beell t,ne 01:' two little quarrels iDi Mysore and Kashmir; but, 
gem.erally. it is not to be IDIIIDd. in. the Indla.n States. Mc)reover, 
tltere are mildlY who, fuel that it is artificial and due to some mis
chief maIlers or notoriety-seekers. 

h may he ur~ed that IndIans have not onough experience 
and, skill as finlmciers. In view of the manner in which Indian 
finances ha\'e beell' managed within' tbe last few years, it is surpris· 
ing bhat anybody should be bold enough to say tbat Indian finan
ciers would do \Vor_e than British financiers or experts sent out to 
India. 

Then there was some talk in the diRC~sions about reserved 
powers as reltarJ~ Currency and Exchange. It is a vel y bitter sub
jeet Imd the.leSK Aa.id abl'lut it the bebter, because if, during the past 
few years' anything clid more to estrange, embitter and: rouse the 
people. in the counny, it is this policy of the GOl'Prnment. Tbat 
being so" the les., saill about it the bett.er. Since the War, the 
polioy of the Government, 110 far a'\. exohange and ourrency are 
concernell, bas been the, wor~t that could be imagined; and, apart 
from the fact they commit serious blunders, the most unfortunate 
pnl·t of it is that they will not correct themselves in time. They 
will not listen to the appeals and pleading of the people; they merC' 
ly say, "We have no open mind in the matter, we are going to 

use all the resou:ces at nur con mand to maintain the deci~ions we 
have already msille.· 

Evon recently, what happened! In spite of the fact that the 
whole enunl ry disapproved of I.he policy, and the Assembly record
ed its vote a~ainsG it unanimously, as far as the n<)u-officials were 
COntleflled. and even tbe Government of India. evidently getting 
tired of their old ratio policy want-ed to get out of it, the Secretary 
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of iState, a gentleman by the way, who had newly come to his office, 
sitting here Fix 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 yonr own agenlif! 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 rev&nue-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 ret.rench adequately 
in either their civil or their military expenditure. 

So far as the military safeguards are concerned, 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 ClOre of rupees. 

Uuder these circumstances, it is no wonder that we are 
rather nervous about these ~afeguards whi'.lh are so much thought 
of here. 



SPEECH OF MR. G. D. BIRLA 

AT THE 

PllmlWY SIlS6ion, on 90th November, 1931. 

My Lord, I represent in this Conference along with my 
two Colleagues, Sir Purshotamdas Thakurdas and Mr. Jamal 
Muhammad, Indian Cl)mmert.e, 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 whioh 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 husi
ness affiliated to our Federation. We have got the entire shipping 
trade so far as it is in the hands ofIndians, affiliated to our Fede
ration. The tea trade, so far as it is in the hands of Indians, is 
affiliated to ue. The Ahmedabad Cotton Mills, The Punjab Cotron 
Mills, The Bengal Cotton Mills, and a good many of the Bombay 
Cotron Miile are affiliated to the Federation. The same is true 
of the Indian Jute trade, the bullion trade, and Indian Banking. 
Perhaps. besides the Congress Delegation, ours is the only Delega-

. tion whioh is properly elected by the representa~ive bodies and who 
have come here with a certaiu mandate. The views, therefore, 
whioh I may express here, may be taken as the views of the Indian 
mercantile community. 

Sir, at the conolusion of the last Round Table Conferenlle, 
when the Premier made his famous declaration, we had the privi
lege tn oonsider it and at ~hat time we felt that the responsibility 
at the Centre, as enunciated at the last Round Table Conference, 
was hedged in by 90 many oonsiderations, 90 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 



Statenierlt which the Premier made at the conclusion of the iast 
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 safeguard's and reservations were to be in the interests of 
India. Having this prospect before us we clime here with rell8Ona
ble hopes of finding II satisfllCtClry solution of the consr.hlltional pro· 
blem. We came here with the determination to do our best; we 
came here if neces~ary to make compromises, and to reconcile our 
conflicting views. We have .been working here for the last nwe 
weeks, and it is .time that we should frankly state what we feeI 
about our deliberations so far. 

If I may say so frankly, we are not at all satisfied with what 
lJas taken place here. lG has been. stated by some of my colleagues 
here th'lt the Round Table Conference has been a success. I should 
not be fair to myself WIld 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 too first six 
weeks we had no discQssion on the essentials. We came here .tG 

discuss the reservations and such safeguards as may be demons
tratedto be in the interest of India; and for six weeks we did Dot 
have a whi~per of discusaion OD the safeguards. Then we lIad 
some half-hearted discussion, and. if I may put it so tbe net re.~lllt 

has been tha.t, far from making any advance on the conclusions 
arrived at the ~~t Round Table Conference, we have receded to the 
region of the Simon Report or tbe Government of India Despatch. 
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 opl.imistic view. 

I will confess that so far 88 too questions of military and e~
ternal relations are ooncerned, I do not propose to touch them be
cause they Ilre beyomd me; but if I may briefly analyse the .reports-. 
particularly the report dealing with financial Baieguards, I may _y 
t·hat there iR not a shadow of control propo.~ed to be given to the 
future Indian Government in the sphere. of Finance. Sir. let me 



brie'fiyput before you a picture of the present Finance Department 
of tbe; Government of India. What is it t,hat the Finance Depal't
ment at present does' It controls the currency and exchange, and 
it a1so controls the revenue and expenditure of the Government. 
The Budget of the Government of India, excluding Railway finance, 
6UlOUUts to nearly 90 Crol'eS. Now let us analyse it and see what 
alD0uDli of .000t1101, if any. we are getting on the finance of India. 
I WOI/.ld start first {)fallwith ,theReslln'e Bank lind the .control of 
clIDrjlllcy' aDd exchange; .but befuJ.e I ,do 8CII I may also poiDt out 
that ,there lis aBO.ther department of the Government of India which 
hi caUsd the C0.IIlmerce Jlepartment and whiClh controls the Indian 
railways, Xhe Budget Gf the lndiaD Railways amounts to nearly 
40 crores. . 

Mr. Joshi: 100 CRoRES. 
, Mr. cBir!a:, I mean the lIet budget. lam not talking of the 

gross budget, It is 40 crores. Now. Sir, !that is a very important 
department; and when, we talk of financial control with ,safeguards, 
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 thc Indian Railways, but a small 
paragraph has been put in on page 19 of the Federal Structure 
Committee's Report of the last Round Table Conference where it is 
stated that II in this connection the sub-committee took notice of the 
proposal that a statubory railway authMity should be established, 
and are of opinion that this should be done if after expert examina
tion t1Iis course seems to be'de.,jrable." Nothing is mentioned as to 

whether this Statutory Board is to be oonstituted by the Federal 
Legislature or by, any other authority. Nothing has been men
tioned as to who is going to oontrol the future poliey &f t.he pro
posed Statutory Board. This is 'a '¥eI'Y important department, ad 
I regret 'to note that, in spite of the fact Utat the matter 'IVai 
brought totbe notice mUte Lord Cbaneellor by my oolleague, Sir 
Purshotamdas Thahrdas, in the Federal Structure Committee, 00 
notice 'Was taken of it, ana a <repartment which has cOntrol of 10 
orcres (net), or of about 100 crores (gross); has still heeD left q-
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touched, with its functions and policy nndefined. Therefore, i 
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 exchange. 
It is proposed that a Reserve Bank should be established to control 
day-to-day transactions so far as they concern currency and exchange; 
but, as regards the power of amending the Indian Currency Act, it 
is still proposed that the matter should be left 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 a bill to amend the Paper Currency and Coinage Act, on the 
!ines 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 fundamental 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 general 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 the 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 crores, and that 
again is 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 afoor 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 arrangements given in 
paragraph 18 and certain powers given in parallraph 14; because, 
when you mortgage 80 percent of your revenue, you 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; I could not help feeling that he was not looking at 
the foots squarely; I felt that Lord Reading was more logical; be· 
cause, if you hand over 80 percent. of your revenues to the Crown, 
how could yon insist that safeguards should be less rigid ? 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 eIJective. If we want to have control 
over our finances let us first of all deal with the hasis C)n which these 
aafeguardu are huilt. Let us reduce the mortgage 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 
not possible to get any eIJective control over finance. We must see 
things &8 they are and not deceive ourselves into thinking that by 
oreating an Advisory Counoil here or by doing some thing el&e 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 
reduoe these heavy charges. I &8 briefly as possible, Sir. propose to 
lay befure you how it is possible. It is possible as I have !!aid only 
if there is good-.m, if there is genuine desire to come to some 
honourable settlement. If there is no desire and no good-will then 
the task becomes impossible. But in an) case I think it my duty to 
lay before you my views in this connection. 



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 hM I!een the increase in other countrie.~. These are 
not my figures. The figures have been compiled by the Simon 
Commission and I am only quoting them. In the Dominions the. 
increase was only 33 per cent. In Great Britain the increase has 
been 48 percent. Would you not admit, Sir, that this increMe is 
simply monstrous 1 What is the reason for this increasa 1 Price.~ 

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 AUggest that the danger to the peace of India h88 bee'n 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 anyone. to maintain that such an in
crease is at all justified. 

r 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 can at least say this much that there is nEJ 
justification for any increase above the figure at which it stood 
in 1913, which was 33 crores. r say, Sir, that witb genuine desire 
and goodwill it is possible to bring down the army expenditure at 
least to the level of Ins. Then, Sir, the Simon COmmission said 
th&t it is not fair that all the military expenditure should be charg
ed to the: Indian revenues.. I agree. I wish, Sir, that, the. Prime 
Ministell had been in the Chair just. now because this was his opiaioD 
also. In fact he went. to the· length of saying that 9~ per cant. of 
the Indian Military expenditure should he charged to the Imperiat 
revenues. I would liIe a little modest. He said 90 per cent. IUJd I 
will be satisfied with less, but ( think no one ClUJ resist tha proposi
tion that a substantial porti'ln of our military charges. are fOr lmpe· 
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rial plH'pases and should not be debited to the Illdian revenue. 
Now, SiJ:; I tl1ink all wiII agree that it is pos,'!ible to bring down the 
military expendi t1l<re to' a much lower level.. That i~ one itom over 
which 1 thiuk we ought to 11II.:ve HUibdtantial agreemen:. It is 
in the interest of England, it is in tho interest of India that we 
mu~t economise in that d1rection. 

Coming to the next item, namely, of debt service, I need 
not assure you, because the Congre.~9 has already Msured all, that 
it is not the intentioll of anyone to e~cape one single farthing of 
our ju~t obligation~, hut there are claim~ which I maintain ought to 
he examinAd. The Congre~ has issued a Report, and I know that 
some of you may simply hugh and say that this is a ridiculous 
claim which could never be entertained, but I maintain that some 
of the claims that have been made by the Congress could be j usti
fied, nt any rate. Any impartial oh'lerver would come ollly to one 
conchlsion, that there are a nUMber of items which shnu!d never 
have boen dehited to the Indian revenue: expenditure on account of 
the Ellytian Wal', expenditure on account of the Sudan War, eKpen
oitllre on a'JQlluutt of the Abyssinhn W.u, May I ask whnt India 
had, tn do with ail these wars 1 Is it lint fair that we shoulcl. examine 
<"Iur Ilbligati()I1.~ and ~ee whether some of the Items which were de
bited to ,the Indian R IVe"lUe should n'lt now be debited to the Bri
tish Rev.fiue? Then, again, if it is contended. as it has been even 
hy the Simon CommiMion that a portion of the military expeudi
~ure should in future be charged to the Imperial revenue, may I 
ask: what about the pa~t? It is all right to say that adjustment 
should be made in future, but [ say, what about the past? It is 
only a ques~ion of principle. If in the past the total expenditure 
ha~ been oharged to the Indian exchequer and if it is proved that 
a portion in future sboultl be debiood to the British revenne there 
is no reason why we shOilid not adjust also our past accounts I am 
sure there is a very strong oa~e for the investigation of our liabiliti
es, and if our liabilities were examined by any impartial tribunal
I do I1,<)t mean lhe League of Nations - I say if our lia',ilities were 
examined by any impartial tribunalllQmpose1 of Englishmen and 
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Indians they could come only to one conclusion: that India hIlS 
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 thll 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 lIS 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 1 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 he denied that i~ is A very co~tly administration. Now 
supposing the future Finance Minister, with. the approval of his 
Oabh:et, decided that economies should be made in certain respects, 
where is he going to make those economies 1 Out of 90 c:rores, 72 
crores is already reserved to the Governor-General which the 
Finance Minister cannot touc:h, which he should not touch. There 
are only 20 crores left. What economies is he going to effect in 20 
crores 1 He may effect paltry economies here and there but he 
cannot make any substantial economy. And. over, and above tbat, 
he must have money for future developments III India. Where is 
he going to find the money 1 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 
he 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 1 It is something like having possession of 
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the Trea~ury vaults without its contents. I do not think any 
eelf-re~pecting }j'inance Member could carryon with all the.~e 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 little paiued when 
I heard my esteemed friend Sir Pada.mji Ginwala get up and say 
that his peace of mind would not he 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 tha.t we have to satisfy only the 
City fiuanciers; but we forget that half of the Indian liabilities have 
been provided by the Iudian investor. 

Sir P. Ginwala: I 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 Buch. I did not say 
he was in possession-

Mr. Birla: I am coming to that. He said that even if he 
found the mortgagee in pos'lesSion·-

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! Is i~ 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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sent their representatives here to ask for the.'IC safeguards? For 
whose benefit are we providing these safeguards? Satisfy the City 
financier by all means; I am prepared to satisfy him; but I would 
iRRue a warning to my friends not- to run too much after the City 
financier, trying to woo him, because you have not only to satisfy 
him, but, more than that you have to s~tisfy your Indian in\'e.~tor~; 
and if you mortgage 80 per cent. ofY(Jur revennes the Indian in
vestor is not going to be satisfied with that sort of finance. He 
dose not want that sort of safeguard. In wbose interest ave Y0U 

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, but do not ign')re the Indian Investor, because if you lose 
his confidence you cannot maintain the cre<lit of fihe Indian Govern
ment even flJr one day. This Government could not do it and 
your Govemment shall not do it. It is impossible for any 
Government to maintain the (lredit of India withont in.~pi:dng eon
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 lose you his confidence. 

Did the Argentine or America, whcn they borrowed mOlley 
from London, provide any safeguards in their constitutions? Why 
should the City financiers ask for constitutional safE'guards from 
us ? After all, we have been with them and we want to be with 
them as their partners. The Argentine is not 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. 
Therefore I issue a warning that you should not ignore the Indian 
investor. And I waHt to make it clear that the Indian investor 
does not want these safeguards, he detests these safeguards, becaW!e 
these safeguards which are proposed are not in his interest; they are 
ill, the interest of the City financiers. _ He know~ very well that if 80 



percent of the l'.evenue is mortgaged to L'lndon to .the Governol'
Genera.! then his position is simply jeopardised. His position is 
not at all secure. And therefore. we strrmgly oppose these safe
guards. 

It may be asked whether it is possible to prepare a workable 
seheme and to that I w(!)uldanswer that it is. I said at the 
beginning that it ~ possible to prepare a workable scheme 
provided there is goodwill, there is sincerity. and there j.q a genuine 
desire to oame to eome IlIi)rtof amicable settlement; but, Sir. I 
very much regret to haye to confess that that. atmosphere is totally 
lacking at present here. 

'l'he last Report by the Federal Stracture Committee on 
safeguards is worse than it was last year. It has been decided 
that you caMlot define finaneial safeguards at present. The 
shadow of contNl which the last Round Table Conference proposed 
to give has been ohliterated and indeed wiped out of existence. 
I maintain. ~hererore. that it does not look at present as if there 
was a genuine desire to come to an amicable agreement. We 
have been talking ~f safeguards and that sort of thing so Car 
simply ·to waslle 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 co 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 Crankly that I do not 
see any genuine desire to come to any workable agreement. 

Yoo may. if you like, Sir. blame us fur not having arrived 
at a OODllBunal settlement. I deplore the fact and I ooufess our 
failure. If you like you may exploit it, but may I puli ihis point 
to you. Have you peIfeci unanimity in your own country! Have 
you settled yoll1' minority problem! Are yon all united on the 
question of tariffiI and many other problems! Certainly not.. 
Why then Bbould you euggerate our disunity! There are 



reasons for this disunity, and I hope we shall be able to come to 
some agreemfmt among (ourselves; but I would warn you not to 
exaggerate it and not to take advantage of it. 

The Conference may be wound up and Mahatma 0 Gandhi 
may be sent back, but, may I a~k, what next 1 Have you 
got any programme? People here swear by law and order, and I 
should like to say, Sir, that we business men too, are equally for 
law aud order. It is under law and order that business men 
thrive. Disturbance, discontent and auarchy do no good to any 
one, certainly not to lusiness men. 

The difference, however, between us and those reactionaries 
who have been cl'ying 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 towardR 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 n~gation, a policy of destruction, a 
sterile policy. What have you proved? We have been discussing, 
reasoning and trying to persuade you for the last nine weeks. What 
is the resuM Weare nowhere. Has it not been proved by your 
actions that the policy of persuasion and of reason has failed 1 

I am sorry to have to say that, but, as a simple-miuded 
mau, 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 doing1 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 
in the interel!t 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 eo 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 constitu~ing an item of 35 crores, suffers. 
Excise goes down. That constitute.~ an item of 20 crores. Business 
Buffers and the result is that the income-tax goes down. Boycott 

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 credit of India. What 
happens to the credit of India and how are you going to balance the 
budget! Not through new taxes because no source of taxation· has 
been left untouched. Not through borrowing because when a 
country is in a disturbed condition no investor, whether he be an 
Englishman or an Indian, cares to invest his money in Government 
~ecurities. The result is that you must be prepared to remit money 
from England to govern the country. I put this question: In whose 
intere.~ts is this all going to happen! Is 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 1 I ask the question 
and I feel puzzled. The other day a friend of mine paid English
men the compli~ent of being a nation of shopkeepers. It was a 
compliment. When I see a nation of shopkeepers,-l am using 
that phrase in II complimentary sense-when I see men of common
sense, husiness men ready to remit money simply to govern a 
country which could be governed in other ways, betler, cheaper and 
really satisfactorily, I do not understand for whose benefit it is all 
happening. l.'here is the other side of the picture. Lord. then 
Mr.-Snowden once rightly remarked that if you increased the pur
cha.~ing power of each person in India by a farthing per day, there 
would be an inorease in yonr trade of 60 million pounds per annum. 
Those are the two piotures. Why should we not ohoose the better 
of the two! Why cannot we come to some sort of honourahle 
settlement by which we can have peace and pro.~perity in the 

country' Law and order I certainly want, but 1 say that law 
and order oannot be mainta.ined unless the country is governed 
with the consent of the people. 

No Government can be strong enollgh to govern a country 
without its consent. Therefore I maintain that if you desire 



(}.20 

law and order the condition is that you mnsn gt)vero 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 tbe 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 
troth 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 p<>s~ihle that a few years hence 
you will not have to deal with men like Mr Gandbi who has prt)v
ed in many respects a greater Conservative than many of you, you 
may not have to deal with Princes, you may not have to dea.l with 
capitali~ts like myself, you may ha\'e 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 Englaud choose 1 I hope, sir, that the 
statemanship of Englanrl will rise to the <Dcca.sion and choose the 
path of goodwill, contentment, peace and prosperity. 
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SPEECH OF SIR, PURSHOTAMDAS THA.KURDAS, KT., 

A.T 

Plenary S~$ •• iOfl, 90th November l!1!lI. 

Sir Purshotamdas' Thakurda~: My Lord, I sh01~ld not 
have thought it necel'sary to overburden the already heavy list of 
speakers which is in YOUf hands if I had not thought it my duty to 
llut before the fnll Conference two points which I think req uire to 
be considered by the Conference as a whole. I dt) not wish to refer 
at all to the necessity nf the Government decision, which we will 
hear toIllOI'W\V, 1I0t being re~tdoted only to the int.roduotion of 
Provincial allto)uomy but also giving us fair and reAsonable soope in 
oonnection with Central responsibility. 

I wish to restrict m)self today, Sir, to a more immediate 
purpose, the purpose heing the problem which faces India in com
mon with the rest of the world as a result of what has heen 
called the "6CIlnornie blizzard" which ha~ been blowing all over the 
world. May I ventnre to ask what it is that this Governinout 
proPOSell to do in flounection with saving India from the worse 
effilcts of this .. economio blizzard n 1 Ever einoe I came here. 
I have heen gl'eatly struck hy the lUanner in which you here. Sir, 
fOl'getling your party d;fferences, called for a National Government, 
and the emphatic and I\UI)quivocal manner in which your electors 
returned a National Government. One cannot help being impressed 
by the extraordinarily short no,ice which your HolISC of Commons 
gave to the oountry at lar~ .. e before putting on heavy import 
duties to the extent of 50 per cent. recently and in some cases 
power t<> oollect that duty with retrospecth:e effect. Thill 
ClWllot but s&rike one as bdllg .. ~-atiollal GQvernment working 
on line.i Wllich are regarded as national. Wha~ is t<> be done in 
India fur tho: next year or two. JllBy I enquire! Is the Govem
Ulellt in India to be carrie'i on in the same QIQ mlWller in which 
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it has beeu carried on during the last five, ten or twenty 
years, 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 }<'inance Bill 
which carried the emergency taxation to the extent of about seven 
crores or so. 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 Iequires immediate 
action from the authorities whilst you are making your enquiries 
and are makinl,( 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 privil~ge of leading a deputa
tion in 19:12 before Lord Reading, and then I was in company 
with represenatives of British commerce. It WM a deputation which 
consisted of repre.~entatives of two wings of commerce in India. We 
both then said that we felt that the taxable capacity of the Indian 
had been reached, and in the case of the Indian commercial comm
unity I said that it had been overhurdened. Taxation since then 
has 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 allothcr six to seven crores was suggested; the 
Assembly threw it out. The Viceroy, after meeting leaders of 
parties at the V.iceregal 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 
canied on India by certification and in spite of protests from 

all over the country 1 
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Your currency policy here, Sir. seems to me to he strikingly 
different from the way in which India is being treated_ You cut 
away from tbe gold standard here over-night or by a method 
which wa~ once described in IndIa as a nocturnal adventure. You 
did that and your people here are taking the comfort that prices 
are going up for the agriculturiet. But the interest of England 
regarding higher prices is insignificantly small compared with the 
intere.~t of India regarding higher prices to her agriculturists. 
You import raw materials, anti therefore your depreciated 
exohange doe.~ not benefit yon to tbe same extent in England as 
it benefits us in India, witb 80 per cent. of ou~ popnlation engaged 
in agrioulture, with the credit of the country, nay. the very 
existence of the country depenjing upon her agricnltural 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 but is certainl) higher than the one which prevailed on the 
21st September last. On tile 21st September last, when England 
was on the gold Standard and India was on the gold standard, tbe 
sterling exchange was Is. 5td. You have gone down here f)"Om 
4,86 to 8.40 to the £ today I hear. India has been kept linked to 
sterling, but the sterling has gone up from Is. 5id. since 21st Sept
ember last. It went up by &.q much &., 7/16tb and is at Is. 6-l/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 currency in which the uealo 

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 
aU deference, no parallel in any country whioh 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 YOll have left the top open. 
According to the Statute, th'3 Government of India need not come 
in to resist any rise in the exchange except at Is. Gd. gold, aud 
b. 6d. gold today, with a 20 per cent. and more depreciation 
against gold, would work out at about Is. 9d. sterling. Is this 
fair 1 Is this tolerable 1 I am surprised that for the last six weeks, 
altbough we have 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. 
COl.ditiolls may be bad all the world over, but people there may 
have the power to bear it. We refuse to bear it, and we a~k for 
justice. Hcre is an earne.t of what you may be giving to ns 
tomorrow and hereafter. In the name of the agri<:ulturists of 
IllIlia, I say that either all this that we are gr'ing through here 
is-to use a word which I do not want to be misunderstood-a 
~ham Or you mnst do justice to the tiller of thc 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 critical 
months. The next few months will be critical all over the world 
In Iudip. they will be critical for the tiller of the soil, and, for the 
masses in the rural areas generally much more than people whG 
have not been to India or who are not acquainted with the condi
tions in India can possibly realise. 

I wish to ask, Sir, whethcr, when the tune is called by 
somehody else, it is fair to ask the Legislative As,embly in India 
to go en paying the piper 1 Is it fair for you to l'xpect the Legisla
tive Assembly, if they realise and understand what is meant by 
voting cr'Jre upon erore of additional taxation, to g<> on giving you 
a blank cheque when you do not attend to these very primary 
objects, for which over here in your country you take swift action 
without even waiting to consult anybody Gutsideyour Government 



offices 1 You took action by· executive action, and then went to 
Parliament 'to get that action of 21st 8eptember last ratified. 

I (ear, Sir, that the conditions which threaten ns in the near 
fntul'e in India will create a lot of difficulties in the administration 
in India even durinl( th·e next year or two years. I nnderstand 
that people here feel somewhat perturbed about the credit of India. 
A great deal has heen said about the necessity of India maintaining 
het: credit. A good deal has been said hcre and in the Federal 
Structure Committee regarding pel'!lons in the commercial com
IIl'Ilnity aud 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-eanled gold and sterling resources in 
the currency reserve, in the name of India's credit abroad. I find, 
Sir, that that credit of India to which so much importautJe is being 
attach.!d-and I am one (If those who do not minimise that impor
tance-was rererred to by Sir Samuel Hoare in the final statement 
which be made at the "'ederal Structure Committee in connection 
with the financial sareguards. 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 safeguard~. 

'I will read a pertinent sentence from Sir Samuel Hoare's 
statement. The quotation runs as follows :-

c· One word as to the necessity oC safeguards. So long as the 
Crown remains responsible for the defence of India, the 
fnnda necessary fur thas pnrpose will have to be provided 
and the principal and interest on sterling dellt issned in the 
Dame of the Secretary of State fur lDdia must be secured, 
as must also the salaries and pensions of officers appointed 
nnder Parliamentary alithority: and, as the provident 
and peosiOllS funds which have been fed by subscriptioos 



from officers have never been fnnded, but remain a 
floating obligation on the revennes of India, respon
sibility fl}r payments to retired officers and their 
dependents mu~t remain with the Secretary of State until 
any new goverDlnent is in a positiou to provide sufficient 
cupital to enable trust funds to be established." 

All through the di!lCussions, 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 masters in 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 1 
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 tbe 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 friends who stated tt.at if a party 
must borrow it is the ordinary practice that he must satisfy the 
lender. Of course if I must borrow who will look at me unless T am 
prepared to say yes to the lender's terms? But 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 h~ve always put great faith in the development of my 
country, but if such arguments are to be hurled at me when I come 
and ask for the fl'6l'dom of my country, if I am to be faced 
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with all these - shall I call themY-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 India 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 the 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. 'rhe 
figures of Ipdia's borrowings abroad are of some interest. In 1924 
the Sterling debt of India was 324 million pounds. In 192!) it was 
341 milli'JD pounds. In 1926 it was 342 millions. In 1927 it was 
349 million pounds and to-day it is 388 million llounds. 
That is to say,between 1924 and 1931 the Sterling debt 
of India has gone up from 324 million pounds to 388 
million pounds, an incrMSe of 64 million pounds. The purpose fur 
which this debt was incurred this is neither the place nor the 
occasion to dilate upon, hut 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 spsaking on behalf of the Indian 
comml'roial community-I alll sure I have their backing-I may say 
in the name of every British Indian Delegar06 here that we do not 
want hereafter to borrow ahroad fur the developmttnt 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 freednm in future. We 
would much rather that our country stayed where it is thllll borrow 
somebody's money and later on be told :-" You cannot have your 
freedom and your liberty and you cannot be masters in lour own 
house because you have borrowed from we. p We Ilave to pay the 
debt which we have incurred up to now. I was ~urprised when 
some of my oolleagues here empha"ised the nece.';sity of India 
repaying her debt. No responsible Indian has said tha~ India will 
not repay her debt. I have Dever 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 lICCurate 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 have 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 1 His 
Majesty's Government, and not the people of India. On our records 
of the Central Legislature you will find repeated prot-eats, 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 year/!. I therefore leel that one of tbe 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 
(}wn Legislature, as long as this present form of Government 
continnes, no further sterling debt should be incurred except to 
meet the existing debt. Let all other borrowings abroad sl;l:op. 
That is wbat we have e<)me 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: Becal\~e you have our·. money 
therefore yOU shall not have your freedom. I do not feel, 
therefore, that this is the minimum which His Majesty's Govern· 
ment owe to India, namely ;hat no more reasonB-Qr 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 in~\l.rred. 

I feel, Sir, that I have to refer to one small oversight, as 1 
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 reference in the last but one line to paragraph 3,' which I 



presume is Qnly an Qversight., it shQuld be paragraph 18 and 
no.~ paragraph II. I want to. point this o.ut so. that the Secretaries 
may see that lan erro.r does nQt go into the final CQPy. 

Sir, the Qther PQint Qn which I wish to. speilk is this: [ wish 
torefer to. paragraph 23 Qf the Federal Structure CQmmittee Report 
under Commercial, DiscriminatiQn. The financial safeguards and 
the cQmmercial discriminatiQn questio.ns were both discussed in 
less than two. and a half days, and the Repo.rts had to be dis
posed Qf, under the time-table which was laid do.WIl fQr us, within 
less than ~Wo. hQurs each. I felt so. much QPpressed by this that 
1 feh it my duty to write to. the Lord ChancellQr and point Qut 
to him that, o.wing to. the fact that Qne RepQrt reached us at 
about 8 a. m. and then had to Le cQnsidered and passed befo.re 
we rose for lunch the same day, ( did nQt find myself ready to. be 
committed to. the RepQrt minus the protests which I had gQG 
recQrded. 

The LQrd ChanoellQr very readily saw my QbjectiQn and 
said that my letter WQuld be nQted. I may say that he did 
mee~ Qne point which I raised last Saturday regarding the sugges
tion which was mentioned here. I wish no.w to. refer to para
graph 28 i I am reading from the last line o.n page 10 :-

.• It is also. plain that where the Governo.r-General o.r a 
Provinoial GQvernor is satisfied that proposed legisla
tiQn, thQugh PQssibly not o.n the face Qf it discriminatory, 
nevertheless will be discriminatQry in fact, he will be 
called UPQn in virtue Qf his special o.bligatio.ns in relatio.n 
to. mino.rities to oonsider whether it is no.t his duty to. 
refuse his assent to. the Bill." 

Sir. the qllestiQn o.f t\ piece o.f legislatiQn being no.t o.n 
the face Qf it discriminatory, but being in fact discrimina· 
tory, is a matter whioh I as a mere layman somewhat fail 
to understand. As to this so.rt of phrases, either as to administr
ative discrimination being referable to the Federal Court, o.r Le.,ois
latio.n, whioh tho.ugh no.t 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 put aud 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 drafted 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 to 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. 



ApPENbI'x "D". 
MR. BENTHALL ON THE CONFERENCE. 

(Reprint/rom the "Hindustan Times" Delhi, dated 19-3-1932.) 

The future plans of the European communities have been 
set out and \heir 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 
uJl Indian industries and augmented the nation's wealth. . 

We give below a resume of Mr. Benthall's general remarks 
on the occasion when your Committee met him recently. No 
attempt has been made to summarise the discussion subsequent 
to Mr. Benthall's remarks but 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 criticisms submitted by 
members. 

Analysis of Mr. Benthall's Remarks. 

1. Situation to be met at Conference. 

2. Conditions of debate difficult. 

S. Value of R. T. C. a.s educating (1) British public opinion, 
and (2) World opinion. 

,. Gandhi discredited with his Indian fellow-d.elegates. 

5. Gandhi returned to India empty-handed. 

6. Gandhi failed to settle tbe communal problem-result 
the Minorities Pact. , 

7. Reaction of Hindus to the Minorities Pact. 

S. Attitude of Muslims. 
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9. All outstanding points of difference between European 
representatives and their extremists opponents 3rgued strictly on 
their merits. 

10. Important point of principle involved in Minorities 
Pact. Are the Europeans a "minority" or a colony of the British 
people resident in india? 

1 t. or Commercial Safeguards-tn the main the n sub
stance'; granted in a very satisfactory manner. These sanctions 
very much more important than the safeguards themselve~. 

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 safeguards-The old safeguards stand nn
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. Defoots of Scheme, e. g. 0) Safeguards in connootion 
with Police totally inadequate. (2) The Prinees as a stahilising 
element a doubtful quantity. 

17. Briti,h Government's Indian policy must be a national 
policy to avoid dangerous reactions when L~bour comes int~ power 
again. 

18. Mter the General Elootion the Government's policy 
undoubtedly changed. Attitude of European repre~ntative to the 
change. Reasons for their attitude. 



19. The result was a promise of c(X)peration by 99 per 
cent. of the Conference including Malaviya. Even Gandhi was 
disposed to join the Standing Committee, but 'his hand has since 
been -forced by hi! 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 thaG regard was 
tampered by an eliual determination that there should be no 
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 AssociaGion on general 
policy. It was obvious to us, and we had it in mind throughoUG 
the Conference, that the united forces of the Congress, the Hindu 
Mahasabha and the Federated Chambers of Commerce would be 
directed toward~ whittling down the safe-guards already proposed. 
It is so frequently stated that in the effort to maintain a good 
atmosphere, the Conference 1000t 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 tt never once ~ 1000t sight 
of this essential fact. 

A nd furthermore, we are prepared to challenge the closest 
enquiry into any assertion that we have given way on any 
important detail affecting either the position of our community 
or 'he 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 a"areement in shaping the 
lines upon whioh the new Constitution should be formed. We 
had first of all to pick our way through a maze of backstairs 
intrigue-lobbying is the poliGa word. The Committees them-
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selves consisted of some forty persons with another seventy to 
one hnndred sitting ronnd the room. There was no opportnnity, 
therefOl"e, for anything like negotiation when yon had to shout 
at a man fifteen or twenty yards away. Speeches were largely 
set speeche~, voicing set opinions and having in the majority of 
cases no iufluence 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 us a delega;ion and as far as 
possible when we did speak to be definitely Cl)nstructive. 

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 BritaiJl's set policy, to demonstrate to India, to 
the people of Great Britain, and to the world that Great Brir.ain 
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 \0 the world the const
ructive vacuity of Gandhi's mind. Not only in London, but in 
Pari.~ and Rome. those who came in touch with him fonnd him quite 

iincomprehensible. while in America as a newspaper attraction the 
economic crisis pushed him off the fl'Ont 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 claimeu the ri~ht as Congress, tp exam
ine every man's title to his own property. whether Indian or 
European, "as Congre8S" 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. 

Empty Hands 

5. Not only that, but Gandhi lost enormous prestige with 
his own followers. If you look at the results of this last session, ) ou 
will see that Gandhi and the Federated Chambers are unable 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 di~tru8t of his intentions. 

'1'he result of the deadlock arising aud 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 signillg 
it we made firm friends with the Muslims and showed to the 
Conference that it was possible to attain agreement if people would 
be 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 rightH was 
doomed. But it ilid not turn out that way. Although Gandhi 
started on the process of humiliating that very nigh"t hy telling us 
that all C')ngress would grant was a gentleman's agreement with 
Congress-unsigned and undated-that Mtitude. did not last long 
and the real outcome was an increased re.~pect for our delegation 
and for the signatorie.~ 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 Beng"l 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 ollr 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 g.>od-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 not have converted them. 
But aftcr 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 sGaod as firm as 
ever. 
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10. Now I will say very little as regards the Oommercial 
Sat'eguards. 

There are a large number of poiuts of detail which will 
require thorough discussion. There is ODe mC!lSt important point 
of principle. 

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

, should stand purely as a section of the British people happening to 
De in India. I for one certainly did not see as far as he did. There 
is muoh in it. and in my opinion the subject calls for a lot more 
earnest thought. 

now. if we are a minority. oan we justify special treatment in 
criminal ~iaIR. special auxiliary force units, etc., above all how can 
we appeal to our Home Government on any basis other than that 
afforded to ~ other mini('riLies. 

Community Decide. 

Shall we, in the long run, ~ain most by associating ourselves 
as olasely as pessihle with India or by taking our s~and olear cut as 
a. section of the British people! 

Our legal advisers tell U8 the latter is the safer plan. Events 
have carried us ill the other direction. Are the two irreconoilahle! 
I will give DO opinion as the community must examine the position 
and decide. 

We have also got to decide what is '0 be our position in the 
Indian States. The St~tes have said that we can have equal rights 
if we submit to SGate jurisdiction. I wonder what our legal 
advisers will say to that. 

There ate, as I said. many points of detail. some arising 
directly ou\ of the report, some raised by Indian delegates. In due 
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course I expect the various Chambers of Commerce und 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 aud Mohamedan, supported 
our just claims in this matter. A.J3 in the main we claim that the 
" substance" of our demands is granted in a very sati8factory 
manner that in itself would appear to be a subject for some gratific
ation. It is also noteworthy that the que~tion 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 ProfesKor 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 had to pick our way very 
carefully; but we are very deeply indebted to all these people, who 
deserve our most hearty thanks. 

A II agree of course, that in the Constitution itself we should 
have the amplest safeguards which the brighte~t legal minds can 
devise. But I think all also come to the concllL~ion that in the long 
run and after the lapse of years no set of words, however carefully 
drafted, could alone save us entirely from administr'l'tive discriruina
tion hy a purely Indian Government provideh. 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 iost 
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 adeq
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. Weare safe for the present. 
Nevertheless with all the safeguards and all the sanctions that we 
can devise we shall 20, 30 or 40 years hence mcre than ever 
depend upon co-operation and upon 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.u 

12. In spite of the large measure of agreement attained in 
London among the delegates, what is the real position ~ay. 
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 
can 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 point.'1 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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Discrimination. 

ia. One last word on Commercial Discrimination. AI· 
though we may, 1 believe, be satisfied with the substance of the 
proteCtion-and 'my belief is endorsed .by the fact that the British 
commereiai bodies in Rangoon have endorsed it wholesale for 
application to Burma-the method of a protective clause is, 
without doubt, inferior to a definite agreement or canvention, "if" 
the latter can be secured. A clause to \lOver everytbingmnst be 
immense Bnd unwieldy and a clause ca_ot cover l'ePiprooity. 
Also the sentiment of indians even of the best type revolts against 
a restrictive clause and favours an agreement. It is my deep con
viction that we shall do well to press on with Ollr demand fortws 
agreement and I do not think it is impossible to attain. Poesibly 
the Standing Committee to sit will afford us an avenue for detailed 
negotiation and settlement. 

And what is more, I am sure that we must 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 no discrimination against Indians in :Burma. Mr. S. 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,s 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 
constitutdon. That to my mind, coming from him of all people is 
a beautiful piece of irony. I do not see that if a tripartite .agree
ment were under negotiation how he or his colleagues could 
poesibly oppose .our claims. This little incident seems to pomt & 

clear course to us. 

F"mancial Safeguards. 

u. I will say nothing much abont Financial Safegoards. 
Briefly, the old ones stand unimpaired. But Iudian opiaiOll is. 



Bot IJ8tisfied because discumon was barely allowed owing to'the 
financial crisis. There was considerable agreement that an :ulti
mate solution lies along the lines of the Statutory Finance CounQil 
we are committed to that 'idea but we are "entirely free' as to the 
details. The ,problem boils down t~ 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 lioked with British credit. 
How is Lhat partnership to be created and cemented 1 It is so 
demonstrably in the interests of India that these safeguards should 
exist that we have as a matter of fact undertaken to try to get 
out &p&per 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 prolougod private discussion we induced even Gandhi 
te draft 'a ealeguard of sorts, which was aceepted by the Fede
ral Chambers mpresentatives. But there is plenty of work for 
our ' community .0 tlu:usthome by hard argument this truism 
that finucial aa.fegll3rdB are in the interests of India. 

15. With regRrd 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. ]t was certain 

• that Congress and the Federated Chambers would attack the 
scheme, and in particular Commercial and ,Financial Safeguards, 

\ and 80 it turned out. 

16. The scheme of course was barely sketched at the 
previous session. It has defects:· many of them still exi~t. 

Il'or instance, and this needs ·the most vigorous examination by 
our community, the Police Safeguards are "totally inadequate" as 
they stand. Also it is by no means eertain that the Princes will 
he quite that stabilising element which they were hoped to he. 
The Princes, who will TUSh into Federation are the Congress
millded Princes &Ild they 'Will come increasingly under Congress 

. infl1l8nce OBoe they come ill. The Conservative Princes may slay 

out and may indeed be the real 9O\ll'Ce of strength. Until they come 
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in, their vacant seats should be filled hy the Crown by virtue of 
its paramountcy. 

National Policy. 

17. But. on the whole there was only one policy for the 
British Nation and the Briti~h Community in India, and that was 
to make up our mindR on a national policy and to stick to it. A 
policy which fluctuates 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 
Labour Government and the reversal of opinion may be just as 
violent as last year. The Lahour Party machine is not broken and 
harbours the bitterest of feelings. 

When we arrived home tbe 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 ex(,ept some of the new delegates. 

18. For six or eight weeks the work wenb on: the Central 
Legislatures. Federal Finance, the Supreme Conrt and the lIfinori
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 Muslims, 
who do not want Central Responsibility, were delighted. Govern
ment unilouhtedly changed their policy and tried to gel away with 
"provincial autonomy ",ith a 'promise' of Central Reform .. 

What line were we to take 1 

We had made up our minds before this that a fight with 
Congress was inevitahle; we felt and said that the sooner it came 
,the better, hut we made up our minds that for a crushing success 
we should 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 tho 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 at least ensure that they would not back Congress, and that 
by tbe 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 EUl'opean community. 

We acted accordingly. 

We pressed upon Government that the' one essential earnest 
of good faith which would satisfy these people was to under.ake to 
bring in tbe Provinoial and Central Constituti,ms in one Act. 
Provinoial autonomy oould not be forced upon India.~the Muslims 
alone oould not work it. Congress Provinces facing a. British 
Ceutre present grave practical difficulties; each province would be 
a Calcutta Corporation on its own. 

Provincial Autonomy. 

But schemes for provincial autonomy oould be ready in a 
few months; Federation, if hurried on to the degree to the nth must 
ta~ e two or tbree years some say five to eigbt. If provincial 
autonomy were ready, all wai.ing in tbe pigeon bole, there was 
little doubt tbat Madras, for instance seeing Federation still far 
otT. would demand immediate provinoial autonomy; tbat would be 
the beginning and tbe result which you could not force would be 
brought about by natural circumstances. But if you hack this 
polioy, you must visuali,e and decide clearly how responsible pro
vinces autonomous in their own sphere are going to work tran
sitionally with an autocratio centre. Remember that Gandhi 
himself 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 eompanions; 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 clt-operati0n by 99 per cent. of the -Conference 
including even such people as Malaviya. while Gandhi himself was 
disposed to join the Standing Committee. BI1~ Ga.uclhi's lieutenauts 
in India proved too fast a.nd jumped hiUl. To da.y the work of the 
Conference seems wasted a.nd the question of the hour is whether 
the saner elements of Indian opinion will stand behind Government 
for Omference methods. The key lies in the hands of India's
leaders, but if they open the door we must stand by to give it a 
push. 

20. In conclusion, I understand on return here that a good 
deal of feeling was caused by a cond~nsed report of Carr's final 
speech, a speech fully approved of course by all of us. 

There is a saying. "Never explain: you'r friends don't 
need it, your enemies 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 only happened to be the 
spokesma.n. 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 repredent us, I would be perfectly content 
that the interests, which I represent, should rest in his hands 
Alone. 

Let us see what he actuany 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 onl\t the centre. We . realise, however, while deploring 
,it, that there is not sufficient confidence existing between India 
and ~~itain to-day, for India to be content with merely provin
,cia! autonomy, and a declared intention of development' at the 
oentre. We are, therefore, united with our tellow delegates in 
demanding that the whole framewor~ of federation and pi:ovin
cial autonomy shan be determined at the same timq. (Hear. 
Hear). We earnestly hope that provincial autonomy will be 
introduce9 province by province, the varying needs of each recog
nised in its constitution." 

The word" determined» means solely that hoth the Federal 
Scheme and the Provincial Scheme shall be dealt with in one 
Act. 'fhe details and the time scales are entirely separate 
matterS for discussion and. decision. In that reading there is 
no difference from the polioy laid down on page 3 of the Memo
randum of-Policy of the European Association. 

There was no ambiguity either as to the meaning or the 
motive at the time. Looking book, to be absolutely explicit, 
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 
as to make it clear here 6,000 miles away, that there was no 
question of concession to clamour. 

White Paper. 

A nd if any further justificatiou for the wisdom of that view
p1int and that action is necessary let me read for close comparison 
the relevl\Dt p&ssage from the Prime Minister's White Paper. 

"The adju~tments and modifi~ations of the powers now exer
cised by the Central Government which would obviously have to he 
made in ordl"x to give real self-government to thc Provinces should 
raise no insuperable difficulties. It has. therefore, been pressed 
IIf:OIl the Government th"t the surest and sp6l"diest route to F'lder
ation would he to get these measures in train forthwith. and not ~o 
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delay the assumption of full respollilibility by the Provinces a day 
longer than is liecessary. But it is clear that a partial advance 
does not cOlDlDend itself to you. You have indicated your desire 
that no change should be illude iu the Cow;tituti"n which is not 
affected by onc,all-embracing Statute covering the whole field, and 
His Majesty's Government have no intention of urging a rceponsbi
lity which, for whatever re;'~ons, is cOllSidered at the moment prem
ature or ill-advised. It may he that opinion and cireum,~tances will 
change. and it j;; not ncce.~sary here and DOW to take any irrevocable 
decision." 

The two statements are paraphra.es of each other (I admit 
that the Prime Minister's wa.~ the better; ) but the latter statement 
subsequently had the endorsement of His Majesty's Government alld 
of both Houses of Parliament. Including that of such men as Sir 
Samuel Hoare, Lord Hail~ham and Sir .John Simon. If theref()re 
we erred, it must be admitted that we erred in gOlld compauy. 

Muslim Alliance 

We draw members' attention to the following points:-

1. The Minorities Pact ha.~ produeed a large measure of 
unity amongst the minorities. 

2. The Muslims have become firm allie.~ of the EuropeallS. 

3. The success of the Federal scheme depends on the supp
ort of a majority of all commnnitie.~. Neither Provincial Autonomy 
nor Federation could work in the face of 100 per cent. Hindu opp
oSition. The extreme Hindus, i.e., Congress, Hindu l\laha.~bha, 

and Federated Chambcrd of c.>mmcree, are irrcconcilahle, but there 
are Ilindus whose support it is worth tr) iug to secure in the h'Jpe 
that the" will eventually fi)rm the nucleus of strong moderate 
parties. 

4. It is essential to decide whether we are to be lreated as 
a minority commuuity or a.~ rcpre;()utative~ of the British in India, 
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The latter course appears to bc more desirable. as it would, ap~rt 
from other collsideratiolls, enable us more. ea~i1y to call upon the 
Imperial Government for support. It must be recognised, however, 
that such an attitude has disadvantages; it might lead ,to dangelous 
isolation. The Minorities Pact has led away from rather than tow. 
ards such a position, . as it commits us Qi a minority. 

5. Although Provincial Autonomy may be introduced rapi
dly where provincial condit inns admit, the granting of any tangible 
measure of responsibility at the Centre will depend chiefly upon the 
RUCCesS of the Provinces in wOl·king Autonomy, It will he remem
bered, however, that Gandhi was prepared to accept Provincial 
Autonomy of a kind without any advance at the Centre, beoau~e 

he propoRe.J. that the autonomous provinces should paralyse the aut
Ocratio Central Government. To guard against the danger, it seems 
M thongh some mndifications at the Centre will he e'lSential, and it 
remains to be seen whether these modifications can be made without 
any real trnu.fer of power. It must be our aim to secure that the 
tran~fer of power only takes place after everything else has heen 
dealt wiLh. 

6. Throughout his statement MI'. Benthall refms to Finan
cial Safeguard~ and Commercial Safeguards. These 'are shortly as 
follows:-

Financial Safeguards 

a. The formation of a small Finance CQuncil to auvise the 
Finance Memher and the Governor·General in regard to finance. 

b. Formation of non-political Reserve Bank. 

0, Strong Upper Chamber. 

d. Consolidated Fund to meet loau, salaries and other char
ges gual'anteed by Secretary of State. 

Commercial Safeguards 

a. The European Delegation demanded a commercial conve
ntion to() co\'er every outstllnding point, but owing ~ difficulties 
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raised in London tJlis matter still remains nnsettled. 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 
including trial by jury, are secnred under the Minorities Pact. 

c. ·Power in hands of Viceroy and Governors to reserve 
bills for the sanction of Parliament (this would cover every cla9s 
of discriminatory bills). 

d. Right of appeal to the Privy Vouncil. 

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

The European delegation has succeeded in impre.9Sing upon 
the British Government, the absolute necessity for our e.9Sential 
safeguards, though it experienced a gllOd many difficulties in 
doing so. Furthermore these safeguards have been accepted by 
the Muslims and the moderate Hindus, and evcn the extremists 
have been less strongly opposed to them than heretofore. On 
the other hand, the extremists are clearly determined on de facto 
discrimination. 

The Muslims are very satisfied with their own position and 
are prepared to work with ns in the future on a basis of mutual 
support, and there is some hope that the moderate Hindus will 
do the same if they reslise 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. 

A1J 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 already accomplished. For this reason 
it is essential that European opinion should be well organised 
8oII,d well informed duting the next few years. It is 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 at 
Home in five years' tim~, i. e., we may again have a La.bour 
Government. The right policy, therefore seems to be that 
followed by the European representatives at the Conference. If 
we merely adopt an intransigent non-possumus a.ttitude we may 
in five years'· time find ourselve~ thrown to the wolves by an 
extreme Socialist Government. If, on the other hand, in the 
course of the next five years parts at least of the scheme are 
worke:! ont 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 l\fr. Benthall saya, it 
may be possible. to secure a commercial convention within five 
years. A policy which swings violently from extreme to extreme 
will be fatal ali~e to our special interests and to the peace of the 
country. 

Central Responsibility. 

We should like to see'the following points secured :-

1. The meaqure 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 Centr! I 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, aud no inauguration 
of Provincial Autonomy can be contemplated till this strengthening 
has heen achieved. 

S. 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. 

•• Any attempt at an increase in the rate of Indianisation 
of the Services, part,icularly. the I. C. S. and the Police, must be 
strongly opposed, 
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5. So far as p03sible the railways and p~rts must be 
removoo from political "control. 

6. Voluntary ~ettlement of the cf)mmunal problem is an 
essential prelude even to Provincial Autonf)my. If an imposed 
settlement ha~ ultimately to be made, it WDultt not embrace any
thing approaching complete Provinc.ial Autonomy. 

In this summary we have a~sumed that the grell.' majority 
of members are in agreement with the principle that reform of soUle 
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 oC the 
Hindus and Fets a premium on con~titutional agitation, and has 
made it extremely difficult for the Central Government- to act 
forcefully and quickly except under special ordinance..q. 

It must not, however, be supposed that when we agree that 
reforms are nece3sary, we advocate democratic reform in every 
province. 

All we mean is slIch change in the sy~tem of Government as 
will improve its efficiency. 
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