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. PRUA'I'9RY NOTE. 
'. 

. 'The task Of preparing ~i.i ~~)oi' .F-ntation to Parliament 
· has been entrusted by ~oyernment >of India to :M,. J. Ooatman, 
. 1and .it is now· presented u.nd~ •the authority and with the general 
· •approval of. tha Secretary. !If. State for'):ndia< but it must not be 

. 'im,dera~d that the apprOV!ll eith~pf tiui _Secretary of .State or of 
· ·· ihe Government of India extenils 'tci i.verY 'particular upression of 
. ~·. 
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· EXPLANATION. 
The rupee ia worth 1 •llimng and Biz p~c~ gold, ita !uotuationa 

being conilned betweexd;he upper and lowel' gold pciinta correspond
ing to that.~tio. Onelakh (100,000} of rupees ii worth £7,600 

.. and oiie CJOri (ten millioDB) ia worth £760.000 at the n:reaant rata of 
·Uch•nge.;·. ·.·. 
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" I put it to the House that you C8llllOt meaame the p...g...18 of 
,. policy .....•..••.. by six-monthly perjods. You must give time foJ," 
-that policy to work itself. This reminds me of the time when I was 
.ColJector of Malabar many years ago. I was extremely fond of the 
·district, and it was always my fear that my flve years as Collector 
;of Malabar would pass without my having done anything of parma- · 
nent value to the district. I remember, Sir, .how .I used to spend 
long hours .in writing skilful letters to Government and trying to 
,get money for a bridge here or a bridge tliere or whatever it. might 
'be, But, Sir, progress seemed very slow. But one day, in going 
·through the records of my office, I came upon an old report by Sir 
Clemente Markham. That was in the flfties and some few years later 
"he came on a pious pilgrimage to what he calleil the cinchona hills 
·in the Malabar Wyanad and Nilgri Wyanad area and he wrote a 
·report. After flfty years I came across that report with a map 
·attached to it, and I looked back on the progress. of that part of the 
.dietrict over a period of flfty years. Flourishing townships exiatiJI& 
in my time did not exist at all in his time, and I could see that we 
·had built new roads and new liridges everywhere and I could see at 
'a glance all that we ha·d·done for the district during tha~ period. 
And that seems to be the way in which we have got to look. I 
.. ubmit that you have got to take long views on a matter of this 
'kind ............ '' 

{Sir Charles Innes' speaking in the Legislative Assembly on the 
23rd February, 1926.) 



APPENDlX I. 

A.." BLJGQ diOBZPTION OJ' !1'1111 PBIIBBNT OOll'll'l'fUftON OJ' l!mU. UD .A BBID' 

· BllliMII a. I'D IzmuN Fm.u<8LU\ BYBrliK. 

Tha &rot and moot striJdDg COJIIIOq118JlC8 of the DOW Govenament of India
Act, arul of the rules made theremulor, haa been to divide tho ophere or 
Gcwernment in the Provinoes between two authoritia~, one &m8Dable to the 
British Parliament and tho other to the Indian electorate. Thia haa neoeesi
tated a prior oleasmcation of tne subjects of Govemmeut into the two opheree
of Central and Provincial. A aambar of very important administratiYe· 

. eubjeota, heaoeforth toclmioall:r bowa aa " Prorincial " eub~, ha ... bea& 
81ltraated to the Nformed Local Govenamonte. These include Local Self-Gov
emmeut; medioel adminietration, publio health, and aaDitotion; education;. 
public works arul wator supplf, with certain reeervations; land reYellue admin
istration; famine relief; agriculture; fisheriea ud forests; co-operation; excise; 
the administration of jnstioa, eubject to legialation b7 the Indi811. Legialature; 
registrati011; industrial deye)opment; police; priaons; ..n..-- of previlleial 
revenue; and mBD7 mioce!laneoua items. Tha W&7 haa thua been oleared for· 
the division, within the l'roYinc., of the fuDetions of Govemment bet
an authorit7 reopoDBiblo to Parliament and an authorit7 reopOJ!Iiblo·to the. 
electorate, It ia hardlf neOOBSaey to repeat that 1111.dor the reformed oonsti· 
tution the Provincial Exeoutiv• now consiat of two portions, The &rot half 
ia the Governor, working with ~tive Oounoillora nominated b7 the Crown; 
the second ia the GoYornor, working with MiDiaten ae1oeted from I!IU!IDbara or 
the Prorincial Legialatura. The &rot half adminiat- certain nbjects imDWJio 
as " Reaorveol " and ia reopOJ!Iihlo for them to the Central GoYerJIIIIeJlt antl 
ultimatelf to Parliament. Tho oocond half deals with " Transferred " aubjects 
and is amenable to tho Indian electorate. Amoq the moot important of the
aubjects eo transferred to popular control are Looal Self-Govemment 1 medioa~ 
administretiell, and publio health; eduoatiell; publio works, under a number 
of important heado; agriou)tun; fonms ...a fiaherieo; --tieD; omeioo~ 
registration; industrial deye)opment; and other minor itome, Thaa • very 
large proportion of thoae adminiatrative aubjeote on the devolopm011t of which. 
India's pro- depends ha.., now boon made over clirectlf to Indi811. control. 

The division of the Provinoial Ezecutiveo into two halves, aooorcling to the 
eo-called d7arobio plan, ia a oonstitutiellal ezperiment of a hitherto un
pamllelod kind. With the reasons for ite adoption we 111'8 not here CIOilOIII'IlOII; 
it is aullloi ... t to state that in the cireamston- amid whioh India found 
herself at the time of the Reforms, those in control found it dillloult to devia& 
any alternative method of combining stebillv. with pro-. 

( sso ) 



Turning now to the intornal aspect of India's finances, we muat note thai 
,a large proportion of the revenuBB of the Govermnent of India ia derived not 
tfrom taxation, but from such sources as land revenue, opium, railways, foreata 
~d irrigation, The country being atill in the main agricultural, Indian reve
nuee are alw"18largely inJiuenced by the charaater of the season. Up to the 

·time of the .Moniage-Chelmaford Reforma, the Bud&l!t of the Gov6l'llmellt of 
fndie was mada to include ty trausactiona of the Leoal G0v6l'llmellta; the 
·revenuee eujoyed by the latter being mainl:y derived from eourou of income 
-shared betwaan themselves and the Goverlllllent of India. The Central Gov
..ernment out ·of these incominp was responsible for defence chargee, for the 
<lpkeep of railwa:va, posts and telegraphs, for the payment of interaat on debt, 

.aud for the home chargea. The provinces from their income met the expenses 

.aonneoted with laud revenue aud general administration, with foreata, police: 

..conrta aud jaila, with education aud with medioa1 aerrioee. Charges for irri
: aation and ordinary public works were oomm.on both to the Central and to the 
Provincial Goveruments. 

This state of affairs has p88Hd away aa a ruult of the chaneBB introduced·· 
·by the llfontegu..Chelmaford Refoi1DII. The ""thoro of the Reforms had nrged 
·the neceeeity of oomplate aeperation -- the fiDancea of the Central Gov
-ernment aDd those of the varione Provincial ·Governments. Their mein 
.recommendatiou were that no head of revenue lhould continue to be divided; 
·that land revenne, irrigation, exoiae and judiCial stomps should be oompletel:y 
,provinoialiaed 1 aDd that inoome.tu and general stomps should beoomo central 
.heads of revenue. Inaamnch aa uudor. this re-arrangement the Government 
.of India would looo heavil:y, tl>e scheme proposed that oentribntiODB should be 
leried on the provinces to make up the dolicit. A Committae waa appointed· 
in January 1920 to investigate the financial relations between the new Central 

. and Provincial Government.. The Committae proposed that reooipto from 
general stomps should be credited to the provinoee and not to the CentrAl 

•GoV6I'IImellt1 and suggested a plan by which the Provincial Governments were 
to oontributa Jla. 9811 lakha (£9·83 milliona) to the Oeutral G0Yerllll10nt in 
1921-22. The at...dard oontribution vf each Province was a1oo fixed aa pro
portion of the total contribution ...........,. to make geod the deficit uf the 
Government of India. Thia proportion was 19 per cent. from Bengal; 18 per 
-<lent. from the United Provinoee; 17 per oent. from .Madras; 18 per oent. from 
Bombay; 10 per cent. from Bihar and Oriaaa i 9 per cent. from the Punjab; 

·6l por cont. from Bnrma; 6 por cent. from the Central Provinces; and 2l !*' 
cent. from Aeeam. The Committae ....,..,...,ofed that oontributiODB ahould 
be edjuatod to this stoudard peroentage by equal incremento, oontn"hutiODB 
~.extending over a period of 1 ;rears. These recommendations were not accepted: 
in full b:y the Joint Select Oemmittae of Both Ho1llee of Parliament. It was 
iinally settled ~at from tho ;rear 1922-23, a total contribution of £9•83 millio1111 
(Rs. 983 lakha), or auch am.aller sum as may be determined by the Governor 

<Genaral in Oeunoil, aha1l be paid by the Leoal Governments, provision being 
.made for reduction when the Governor Genaral in Ccnmoi1 fb<ea as the total 



am0111lt of the contri'hution a mm ......Uer than that payable in the p.....,.u,g 
yeeio. Unfortnnate~Jo, at tho time of the inception of the Refmms and for some 
years afterward& the Provincial Governmenta, in common with the Central 
GovermneDt, underwent aevere financial strait.. Their expenditure waa on 
the up arade, and the non..co..operation agitation had a baneful effect on some 
of their items of revenue, auoh .aa excise and atampo. It is therefore not 
aatoniahiug that in moat, if not all, prorinoeo, there ll"GW up a etroag feeliug 
againn the ayatem of·Prorinoia! contributions which was an integral featnre 
of the financial -ta UDder the reformed 011118titntion. Tlda feeling 
was man YOCal Ui Bengal and Jladna. Though the Central 9overnment 
could not contemplate with &113' aatiBfaction tho Jooa in their revenuOB entailed 

. by tho romiasion or reduotion of any contribati-mce their OWI1 llnancial 
position was itself preoario~et it was felt that the oaae of Bengal was 
peoullar ud eventually tho Indian Government had to remit the Bengal 
contribution for a term of yoaro. 

Sino& tho lint daya of the Refmms, however, a revolution has taken pl..., 
in the atote of Indian IIDanOOB and for the past two yoaro tho Indian Govern
mont have had ourplaaeB where former~ they had heavy de&cita. Tho Finan
cial Relation. Committee laid down a regular proll"amme for tho abolition of 
tho Provincial Contribution. when the .tate of India's :finances should make 
this pouible. Thp first two .tag.. of this PJ'OII"amm• have been oarried out 
and almost half of tho total amount of the Provincial Contributions hao now 
been remitted. The prospeots - bright for further remiaaiono of Prorinoia1 
OentributioDB and it is to be hoped that their total abolition will be witneOBed 
in the not vary diatont futnre. 
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RBBOLVUOX BBGABD:nt'G ·!niB IVBPDSIO!I' 01 'l'BANBI"BBllBD IVBIBO'rB :DJ" 

BBNG.U.. 

NOTIFICATION. 

Pum.m. 

-Dated tho 18th Jtme 1915. 

No. F.-.158-1/r-l.-In ~sorcise of the powora confOrred by rule 6 of th.,. 
Devolution Rules, the Gonrnor-General in OoUDCil, with the preriou II&Jlcticm 
ef the s-eta17 ef State iu Oouncil, is pleued te direct that the t.rauafar ef 
all the tralllferred eubjeca iu the province of lleDgal ebaU be euapended, witla 
effect from tbe 18th _.Tune 1925 to tbe 2Iat .January 1927. 

RESOLUTION. 

Pvar.to. 

.V..ted tho. I$ JUfiO 1915. 
No. 11'.-.158-14-li.~Tho deoision·that tbo tranofer of all tranaferred eub

jocta iu tbo provinoe of Bonsai ohall be auapended from tbo· 18tb June 1925 
until the 9lat .T anuary 1927 hu been amiounoocl• iu tbe: Notillcation of the 
Government ef India iu the .Bome ~t No. F.~1 (Pob!io), 
dated the l8tb .Tllll8 1925, and the Governor-General iu Council takeo tbis 
opportuniV ef &toting the reeacma whioh hava lecl the Government ef India 
and tho s--y ef State iu Oonncil to tbis. deoisioo. 

9. Tho -ont Bengal Legialative Oounoil mat for tbe lint time on the 
21st .T anua17 -1924. On tho 24th March 1924 tho Council rejected the demand 
for tbo salarioa of Miuistero b;J 1 TOto. A motion, which. wu .equivalent to a 
TOto ef cenoare, had, howovar, been JDOV8Cl in the """"' Oounail Oil the liO&b 
February- 1924 and hod been rejected. Tho Miniatel1l -a;,w did not 
CIIDIIider the vote ef the !Nth March aa a vote ef oenoure, uti they were -
pared to oontilluo iu ollioo witbout salary; Bis Excellen07 tbo Governor of 
Bengal allo oooopted the -riow that the deoision of tbe Oonncil on the 24th 
March did not nocess~ ropr080llt ita oomiderocl opiuion eitbor iu regard to
the per80IIIUI! ef tho exioting Mlaiatry or iu ._.a to the quoatioo whether 
au;y Miniatel1l ihould be appointed at iill. It ..... , tboroforo, decided to -
oobmit the matter for the reoomidareticm ef the Oounail at ito nuli meetinrl;· 
and meanwhile the llliuiatera oontillued iu o!lloe. A aupp!ementary demand' 
for tbe salaries of llli1liatoro wu plaoeci before the Oonncil on tho 96th Augut 
1924 and wu rejected by 88 votes to 66. The llliuiatero then rooignO!i and: 

( 847 ) 
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His Excellency tha GoverllOl' assumed char;e of the adminiatration of tho 
kaDsferred aubjecla UDder the TraDsferrad Subjects (Temporal'Y A.clministra.
tion) Ruleo. 

8. 011 the 17th Febru..,. 1926, th& Co=cil by a majority of 75 to 51 votao 
• carried a Reoolution recommending that a provision be made· for tho sal..,. 
of llfinistora in the budpt for the year 19ll5-a6. Nawab Babadur Saiyid 
Nawob Ali Chaudhuri, Khan Babadur, and Raja Monmatha Nath Roy Chau
dhary were appointed to be Jlfiniaters on tho 14th March 1925 and at the same 
time an olllcial announ.,....eat was iasuod to the Preoa, of which the following 
ioanutraot:-

" In order that there ma:r be no misunderstanding, it is -hapa deoirahle 
tci explain in advani>e what view the Government will take of the 
action of the Council in certain eventualities. 

(1) If the demand for llfinistora' salarieo is a;ain rejected in toto tho 
Government will regard this aa an indication that tho Council 
refcaeo to provide aalarioo for an:r llfinistora. In that ..... His 
Exoelleacy will appl,y to the Go.-onunent of India to rotreaaf81' all 
the transferred aubjeets =der Devolution Rule 6, and if this is dono, 
Bengal would thereafter be governed b:r a Governor in Council. 
Ally motion tc roduco the salarioo of Ministers tc Ieos than Rs. 8,000 
a month will similarly be regarded by Government as a refusal on 
the part of tho Council tc provide odequota salarios for ari:r Minis
ters, and, if carried, will have a aimilar result. 

(9) If a motion to reduoo the amoUllt pa;rahle to llfinistora h:r au:r aum 
betwaen Rs. 1,000 and Rs. 11,000 - month is oarriod this will be 
acoopted b:r GovOl'DIDGt aa the &pro at which the CoUllcil deoiroo 
tc fix the remuneration of Ministers. 

(8) If a motion to reduce tho amount pa;rable tc Jlfiniaters b:r a nominal 
sum betwaon one rupao and Rs. 100 is carried this will be regarded 
b:r Government as indicating a .vota of oonsure on the Minist-.rs 
who will then rooign and othere wiU be appointed in their plaoe. 
Tho opinion of the Council on their ll1lCOOOBOI'II oan be expre-<sod 
either h:r a nominal reduction of Rs. 100 in one of the demands lor 
traneferred nbjeets which baa still tc be voted or later when & 

aupplementnry demand is made in the nest Be68ion for the nominal 
sum which baa been reduced/' 

On the 28rd March 1926, the Council b:r a majnrity of 69 tc 68 again 
rejected the demand for the ealaries of Ministara, thongh during tho discUIIion 
of the motion for the demand the Hon'hle Sir H,P Stephonean made it clear 
thet the tctaJ rejection of tho demand would be intarpreted as indicating that 
the Council did not deoire tc have a117 llfinistora at all. .Tho Ministers then 
reoignod and on the 26th March His Excellency the Governnr agnin resumed 
charge of the administration of the transferred subjects under the Tempor..,. 
Administration Rules. 
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; 4, The ~~-Bellg&l Couaoll m.;, therefore on f;hree CICOIUii01111 deoidecl to 
provide• ,.. salariea, .for MiDiatera, 'though .the wue .... verr de&Ditaly put 

.. before .it on tho last occaaio~~o~ .• ~~.-~- J>lomi. that the admlniatratioa .at trans
. · fornd· aubjects bj tho GavarnoJ: .11Jldar tho Temporery Admini•+.ration ll.u!01 
· aaDJlot·ccmtiaua'illdoliDitaiy, aollachm·lR'iaDgellumt Ia aoithar auitoble DOr 

· •u.-clad u a permaaonHorm at adDi.iniatration. .. J:a til-. oiroumatal1ooo Iiiia 
'Government of India and. the. Secretary cof .State have 110 alternative but to 
accept the thrice _upreoaed deoire of th• .o:r:iating Legialati.-e CoUilOil thot 
theruhall he DO traaafarred aubjecta in Bellg&l.. Fer tiUa raaeon the. -
aioa of tnmafor haa hean clireoteol ,.,.. the lif&.tima of tho praoat· Co1ll10il, ...... 
up to tho ll1st; JaaUBI"J' lllliT, which i8 1hrae 7ean- from date upon which filu>, 
CoUilOil first met, Though tho . traasfar haa 'been ~ed up to tho 2lat . 

. Jaau1117 1927, thla.doea.not .of couraa meaa that tho auepanaion of traasfer 
. mq aot he tarmlaatecJ._,..,. aa .earlier. date, should the aiating Co1li10il lncti

oata ito- doaire to MODnl .....,..;deration -of the l)CIIition or ahould ita term of 
ollice he brought to a c1ooa heb-e·~ date.. 



APPENDIX IV. 
LoRD BlliEIDilllW>'s BPBBOB Ol< llmiAN A:rr.uaa, nATBD 7m JVLY 1925. 

The Searet&r7 of State for India (The Earl of Birkenhesd)1 lll;y Lords, 
21Q' lirat dut,- ia beyond question te - gratitude for the -t patience 
which both here and in &BOther place hes eaabled me to hold the important 
office that I ha"" liiJed for a period of eight IIIODths witheut :maiw.g aDY 
considerable Parliamentaq atatoment. For thia UDusual indulgence I am 
indebted both to 21Q' noble friend Lord Olivier, who hes repootedly postponed 
a question put down in hia name, to tho general body of your Lordships, and 
aot lesa to th- in the Houoo of Commcma who hove ezhibited a aimilar degree 
o0f patienoo. If I may venture to - ua opinioa upon the point, I think 
"lhat both HOliSM of Parliament, in thia mattar, hova mibited a wise COD

•traint. Tho responsibilit,- for the Government of India ia 80 vast, tho pro
lblOIIII! are 80 novel and so eolnples, that no mind, however quiokly acquisitive 
of new faota, or however indutrious in ita appl~cation to their maatery, ea.n 
hope to make any ueefuJ contribution without months of =remitting industry. 

I hepoQ I hou not altogather miaspeut tho time which the indalpnoe of tho 
House hes made available to me.. I -to-day to make the beat attempt 
I oan to dlaoharp the task wliich will naturally be expeoted frGm me; that ia, 
to review the pneral situation in India. Such a consideration involves finan
cial, com.moroial and political considerations. I shall attempt to deal with 
...ach. 

I must, however, make it plain at the on- that upon one, and not the 
least important, of the aubjooto to which I must address myaolf, there hes been 
.a considerable measure of miaUDc1erstandina. Both in thia ODUDtry and in 
India there has been much apooulation aa to tho decisions reaohod by agree
ment between the Governor-General and myself. No decisions whatever have 
been reached; nor could any have been reached. Indeed, not even the 
<lab!net, which hes naturally been kept olooely aware of the diacossions 
"between myaolf and Lord Beading, hes raaohed any decision. The Govern
ment is far too conscious of tho implicationa of the Montagu-Oholmaford consti. 
-tution to find it poosible even to think of conolusions =til certain iDdisponsablo 
.antecedent stepo have been taken. 

My noble Friend, Lord Lytton, who is at present the head of the Govern. 
ment of India, hes naturally been kept vary carefally informed of the dia
.......Oons between myaolf and Lord Beading. Week by week,"-~- discua
·sions have proceeded, he haa been made aware, both in seneral•imd in parti
·oular, of their SCOpe and tendency. Such a knowledge oould not properly be 
withheld from him, though, aa I have made it plain, neither he nor his Govern
ment is afl'ooted by any responsibility therob;v. But before any. dooisions of 

( ~0 ) ~ 
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"'lT kind ·are taken, it ia obvious that the oomideration and advice of the 
Government of Inclia must be formally invoked; and it ia at leaat equally 
obvious that the opilliODI of the Legislative Asaembl7 must be elicited. Far 
reosons which are apparent;· we should not dream ·at announcing or eva of 
forming deoisiona without the contribution of that very important Legislative 
b~ which we have eo reoentl7 called into uietanoe. · 

I am not, ~. to.clq either ann01111CiJ>g or purportiug to annonnoe, 
deciaiona or oonoluai0111. I O&IUlot "'lT longer reoiafl the legitimate deeira of 
Parliament to .be IDformed of the reanlt of the diacaloione which have taken 
plaee between the Governor-General BDd myself, The trneot deooription which 
I oan give of the spirit in which I ndm-.a Parliament is that, having bell! 
this reaponsible oftloa for eigh\ months, I am attempting a 81ll'V8Y of the im
preuions which ita tenure up to the preaent moment has atamped upon 1111" 
mind. 

I nddress myaelf, in the llrat plaoa, to the financial position of Inclia. I 
am happy to aa:r that on a pneral 81ll'VOJ', tbia position muat be pron01111C84 
oatiafactor;r. The period of heavy -.Iefioita which in the five J1!&rll enc1ing 
1922-28 amounted to-about Ito. 100 crorea, Ill&)', in 1111" beliof, be ._aad ae 
defiDitel7 olosec1. This hapP7 reau1t ia to be ezplalDed b:r the ....,tinned u:er
oiae of strict economy in avery department of ndministration and b:r th& 
imposition of adclitional tu:ation, particularl7 in the :rears 1921-22 and 1922-
18. I need not trouble :rour Lordships with an uamination of the Budget 
rBBulta, une:s:peotndl7 fortunate as the:r were, -of the :rear 1923-24. But l 
ought to sa:r a word upon the reviled estimate for ~~. which abows .. 
anrplwi of :nearl7 Ro. 400 lakha with an im)II'OV8IIl8Dt of Ra. 413 lakha i.O 
revenue and an inoreased -cliture of on1:r Ito. lllllakha. The imprwament 
ia main17 attributable to subateutial aavinp in militer;r upenditure, aavinp 
in uchange, improved groBB Customs' :receipta, inorasas in the contribution 
of railwa:ra to general revenuM, and a considerable windfall an acoount of 
8DOIIIT ships. · 

The Budget for 192S-1!6, which ia based on an average rate of uohange of 
11. 611., assumed an u:cesa of revenue over e:s:penclitnre of Ito. 824 lakhs, of 
which B.s. 268 lakha was estimated to be a trne·rOOIUTing surplus. The Gov
ernmant -of Inclia had repastodiT announced that their llnanoial poli07 would 
be clirected to the reduction and avantual utiuction of the Provincial oontri
butiODB at the earlian poooibla date; and it wu therefore deaided to utili. 
Ito. 250 lakha of the trne rOOiliTing IIUl'plua in the i:emiaioD of contributiODB, 
11nder the schema laid down in the .·devolution nlaa, Madras will obtain a 
:remiooion of Ito. 126 lakha; the 11nited Prorinaaa, Ito. 66 lakha; the Punjab, 
·11.o, 61 lakhs, and Burma, Rs, 1 Jakhs, The Governmant of Inclia hnd alreadt 
taken into account in ita MtimatM the further :remiooion for three :rears of 

· Bengal's contribution of B.s. 68 lakha, whioh has since been accepted b:r th& 
Legislature. Theae propooals,. which have bean the snbleot of deep oon~idera
tion, were not reoaired with "'lT articulate OllthUiiasm in Inclia. Those PrO. 
..m- which obteined no relief out of the Ito. 250 lakha, were diaaatiafied, 
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more especiaiJ7 u the ezoeptioll81 trutment of Beugal ,.... eontinued, 
Bombay waa particularly active in protest, and eventua!17 the Government of 
India obtained the assent of the Legialature to a diatribution of Ra, 50 lakhs 
of the non-reourriDg surplus, as a grant for 1925-116 only, to 08l'tein Provinces 
wbich either would not hanedt, or wonld only henefi.t slightly by the redaction 
of B.a. 260 lakhs in the oontributione.• The reeolution poaeacl by the two 
Chambers reoommended that the reliefs given to the Pruvinoes ebould be 
devoted mainly to expenditure in the transferred Departments. 

I ought not to leave the oentral budget without placing it .on reeord that 
for the laat two 7ears the Government of India baa actively pureued the policy 
of retrenobment in militer,. and other expenditure >"""''''lll8ded by the 
Inchoape Committee. On the civil eide, almaot all the reoommeudatione of the 
Committee bava received otfeet, and on the militer,. aide, the retrenobmenta 
aotua!17 secured almost exactly equal the total specific eoonomiea reeommended 
by the Committee. The reduction in military expenditure in the laat few 
years is illuatrated by tbe followini figures (in orores of rupees) of net expendi
ture:-

1922-23 
1~ 
1924-26 (revised eatimate) 
19215-26 (budget) 

•fhe thanl<s of the country and of this Bouae are due to my noble friend 
:r-d Inchcape for the invaluable 8III"Via>a rendered by the Committee of which 
he waa Chairman. · · 

I proceed, my :r-ae, to add a few obaervetions upon the eonditiona of 
trade in thia great sub-continent, which ia ilo large a customer of oun at a 
moment when we need cuatomera wherever we can discover them. 'India was 
severely effected by the trade slump which followed the p~Armiatioe heom, 
In 1920-21 the edveree balanoe in ~ on private aooount exooeded 
1<8. 78 erorea; in 1921412, the edveree balanoe fell to B.a. IS erorea; in 11J22..23, 
the favou:rahle balanee, which ia a JUJnD&I feature of Indian trade, W88 

restored, and exports exooeded imports by no lesa a sum than B.a. SO ororea. 
In 1923-24. the favourable balance rose to B.a. 184 crores. In 1924-25 there 
was a happy oon.tinuance of the revival of trade, and the favourable balance 
in merchandise on private aocount waa about 160 ororea, which ill,· UDless I am 
mistaken, a reeord in the history of Indian trade. It ia well known that India 
normaiJ7 imports a large amount of pnciaus metals towards the eett.lement of 
its trade balance, and 1eat ,...r the net imperta of gold and aiiTar ware no 
lesa than 94 crorea. The result of the private trade in merohandise and 
treasure was that there was in 1923-24 a favourable balanCe for India of B.a. 86 
crores, and. in 19U-25 of B.a. 61 crorea. This poaition, a very remarkable one, · 
meat largely be 88Crihed to the faot that the r&OO'fary of India'a export trade 
hao not been 88BOCiiated with oorresponding ;........., in imperta of merdumdise. 
The reaBOilB for the restriction of imports are various. The bip prices of 
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imported goods militatecl against free p111'Cbasoa. Indian •"Porta, on the 
other hand, conaiat> larael7 of raw materiala for wbioh there baa been keen 
<iemand. Lastly, the lnareaoe In the Indian tariJf muatl evidentb- have tended 
towards smaller import&. 

The improvemant In India's &nancial poaition baa enabled the Govarnme:nt 
Gf India gradlUOIIT to &&' rid of ilB liGating debt, wbioh baa, In the :main, been 
fnnded In the- of loan operations over the laall few ;ream. In ~a 
4l per """'- starling loan of twent;y million pcnmda was placed In this market 
at aa Uaue price of 80. Tbia repreeentecl aa ad"""ee of Ill; on a previou Uaue 
price of 80. Tbia again rep..antecl an a~oe of Ill; on a preriona issue of 
the same arook in Ootobar 19211, Indian credit In this markot has been helped 
b:y the improvement In her &nancial poaition, whioh baa been appreaiatecl In 
the city as well as b:y the l&n&ral faotora that have helped here and elsewhere 
gilt edged seouritieo. No starling loan was issued In 11124.-a6, and the bndgot 
lor the ourrant :year baa been framed on the fortunate and reasonable -umP
tion that tbare will he DO freab starling 1JorrowiDc, Tba ahaanoe of the s
tar:y of State fram this markot is likeJ,y to help fnrther the iDiprcmomut of 
IDdia's eredit here, eopecialiT In view of UDpreeedan~ hoe..,. appaala to the 
markot eince the War. 

On the Indian side the markot has also been moriDg In favour of Govern
ment as the result of the praotical extinction of the lloating debt and the 
reduction in the amODDt whiab the Govermnant has been compelled to borrcnr. 
I'D 1923-24 for the first time for many yeara, the Government of India found 
itaalf able to diapenae with unlimited loa111. The amount it borrowed wu 
limited to M crorea of ru-; in liiUa6 the amount raiaed by the Rupoe r-n 
was oniT in the neighbourhood of 18 ererea of rupeoa. Tbia year the ~ 
.......,.. a Rnpoe r-n of D arona of rnpeee, hut u a mattar of faot DO D81r 

lllOil87 will he aaked lor, the loan, of wbioh partioulara have reoently been 
publiahed, being a conversion operation ooly. 

I ought perhaps, In an:y oatimata of the proaent and future matarial condi
tion of India, to say a special word upon' the aubjaot of agriculture. No 
greatar contrast in ooonpation than that between the people of Great Britain 
and thoae of India Oould well he found. W,heraaa tho former live in vast 
-ation in Jaraa toWill, the latter live aoottered In count!- oonnnunitioa 
over the couub)siK In Rnlland and Wales 80 per ,cent. of the -ulation 
is returned oa urban; in India 80 per cent., on a moderato oatimata,. is reoorded 
AS rural. Unfamiliar ao th- topioa 1m1 to me, I nevertb~ vantnre with 
aJmoat dogmatio certainty upon the otatament that an immen• in.._ is 
attainable in the )ield and therefore in the proaperity of agricaltural India. 
Muoh has already been dona b:y the Agrioultural Daparbnent: by 108118, b:y 
irrigation, b:y scientilio Instruction. Nor am I unaware of the diJIIoultioa 
wbioh beset the path of the raformer. He ia confronted by the stubborn 
oonaervatiam of the peasant proprietor; by an in&nlta splitting up and auh
·diviaion of ownership; 8'f8D by an ohatiuate djeipclinatfoa to be taught; uw 
ideua or to adopt freab methods. But making all allowance for all ~ di81-
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oulties, I would desire to make my opinion plain·, that a future of inc,.fcutable 
prosperity awaits India if and when she learns fully to realise and' to value 
her agricultural kingdom. This particular subject is, as your; Lordship• 
know, a transferred subject. This circumstance doea not render. /a oonelated 
and rational attempt to deal with it more eaay; but it has bean closel:r clia
co.ssed hetween tho Governor-Geeral end DQBelf; end I am not without hope 
that, during m:r tsnure of oJiioe, if I am fortunate, it may ~in our power to 
contribute to its further development a powerfullmpetua. i 

I paso now to a general coDBideration of political eonclition in India, and 
bore I naturall:r approach tho most Important of the discussions which have 
taken place between Lord Roacling and myself. In 1919 a remarkable and 
u:tromely bold exporimant was made. It was made in tho atmosphere of 
post;.. war idealism. My predecessor, Mr. Montagu, who was chiefly respon
sible for this experiment, must, on the whole, .accept any censure where it hu 
failed as he is entitled to all the credit where it has aucooeded. He died 
prematurely. All one who at the time was never a partioularly enthlllliastio, 
though, of course, I waa a reepoDBible, aupporter of his policy, I ma:r be allowed, 
now that he is dead, to pa:r a tribnte of reopect end admiration alike to his 
idealism and to his oourage. He was a true friend of India; and his name 
will not, I believe, be forgotten !.n that country. 

The Act of 1919 was admittedJ.y an experiment. No countey in tho world 
has over boon confronted with problems comparable to ours in India. Of the 
440 millions of British citizens who constitute the British Empire, 820 millions 
are !ndilloDB. Tho lou of India would moan a shrinkage in the Empire from 
18,250,000 to lesa than 11,500,000 aquare miles. Our problem is, in fact, end 
alwa:rs has been, one of proclir;ioua cli16.cult;r. It Ia to aocommodate the minda 
of the Eeat to th- of the West, or if :ron prefer so to aa:r it (I have no pre
judice in the matter), the minda of the West to thoao of the Eeat. Histoey 
can in fact in all its courses afford no parallel for auch a partnerehip. 

When the Britiah nation first decisively intervened in India, there was nO 
question of a snooeuful and independent national destin;r for this incaloulablo 
country. It was in disintegration. It could not have continued to cohere. 
It waa in 1746 that the atate of war commonosd between Great Britain .and 
.France in India from whioh, fn. the result, we were to emerp as the sup~e 
Power in Asia. And it waa not until the :rear 17M that that supremac:r waa 
deoisivel:r ~· I am, I believe, making no eltClOIIIIive claim when I lay 
it down that whatever miatakea bnve bean made in the generations that have 
followed, the fiduoiaey obligations which we undertook in relation to the 
complex peoplea of India, embracing as they do a population of 820 millions, 
practising nine great religions and speaking 130 different speeches, have not 
been unfaithfully discharged. Certainly it will not he disputed that we have 
never lagged behind the temporaey world standard& b:r which reeponsibilitiea 
of this kind have boon meaaured by those Powera which have found themselveo, 
never indeed in analogous, but sometimes in remotely comparable circum
stan-. And ao it happened, consistsntl:r with our habit of keeping abreaat 
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with the. current of modern thought, that we decided, with the full and dell
berate acquieacenoe of both Bousea of Parliament, to make that great ezperi
ment whicb., is lmo1r11 aa the :Montagu-Chelmaford CIOIIItitation.' 

It is ..U,:eme1y important that we and others ohould realiao with preoiaian 
what waa ~ by the Government of India .lot, 1819. Ito permanent and 
otat.io effoot is ~onabq OODtainod in the Preamble. The .lot itoelf wao 
eclmitteaq lluid -a ezperimental. I ohall not fea1 that I em waatinc the 
time of your Lonlshipa _if .I oak leave to remind :J01l of the tenna of the 
Preamble. Ito Iuguage ought to be boroe in mind by every inotrncted critio 
of our Indian policy and of the aotaal Indian situation with whioh I have to 
deal. Theee were the worde of the Preamble; this is the obligation contained 
in that Preamble to whioh, and to whioh alone, we aet our banda:~ 

"Whereaa it is tha cieolared .policy of Parliament· to provide for the 
inoreaaing aaaociaticm of Indiana in fiV8rT hraach of Indian adminj• 
tration, and for the gradual developmeut -<>f eelf.goveming inatitu
tiona, with a view to the progreeeive realisation of I'OIIpOJIOible aov
ernment in British India aa an intogral put of the Empire: 

.And whereae - in amng effoot to this policy can ooq be aehieved 
by succeoaive etages, and it is ezpedient that aubstantial staps in 
this direotian ohould now bs taken: 

And whereaa the time and ,.,mer of eaoh advanoe oan be determined onq 
1 by Parliament, lipan whom respoDBihility lies for the welfare 11nd 

'advanoement of the Indian peOPles : • 
.And wliereaa the aot.ion of Parliament in eucb. matters must lie guided by 
· · the """"P'''POtiOD reoeivad t.om thoee an whom·Jl&W opportunities of 

aervioe wiU h conferred, and by the - to whicb. it ia found 
thet eonfidenoe oan be repoeed in their sense of respcmaibility: 

And whereaa concurrentq with the gradual development of eelf-goveruing 
institutions in the Provinces of India it is ezpedient to give to 
those Provinoea iD provincial matters the largest meBBure of in
dependenoe of the Govarmnant of India, whioh is compatible with 
the due disoharge b:y the lattar of ito own responsibilities :" 

These warda ezpresaed the deliberate aad desply ooDBidared deoiaion of 
Parliament. Conformabq with the -prinoiples laid dOWD in this Pre
amble, ODe -·Ccmatitution or anot.her might, at one time or another, 
be . attempted. Espvienoe educating us, or informing our critioe 
in !Ddia,, might induce 111 to make an amendment here or an advance 
or a variation there. But the whole. meuage, aa we understand it, 
of our situation in India, with all that it involves in the storied past, in the 
oritioal present, and in the incalculable future, is to be read in that Preamble. 
We ohall not be divertsd from its high obligations b:y the tactics of restlesa 
impatience. The door of aooelaration is not open to menaoe; ati11 less will it 
be otormed by violence. But thare never has bean a momeot aiaoe the Consti
tution waa adopted in whicb. the Government of India, acting in ~ 
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'lrith the Government at home, haa not been v.igilutly ud attenti")'ly OOIIIi
dering the spirit iD which the preoent ref01'!D8 have heeD received;'in Inclia. 
It hao indeed been u imperative and urgent dnt)' for my predeCessors ud 
myself oo to consider them. Wiae men are not the olaveo of da~; rather are 
dateo the oervanto of aagacioua men. / 

Developments have lieon eaoib' CIOilCIIivahle to me-are atilf not wholly iD
conceivahle to --u. which the acceleration of the date ofthe Royal Com
miaoion might have heeD reeommended even h:v ft17 cautions statesmen. I 
ahould, however, he failiD& iD my dut)' if I clid not make. plaiD my clear ud 
definite impreooion thet the teotim hitherto pursued h:v the moat highl:v organ
load part)' iD Inclia could not have been more happil;v conceived if they had 
heeD auhtly intended to forward the ea111e of reaction. A Col18titution wao 
liven which,. whatever ito defeeto, beyond question afforded great opportunitieo 
to the politically-mindecl-if I may adopt a phrase I do not specially admir
amoDg the Indian peopleo. . Tha opportunitiea not ungenerouoly offered mipt 
have heeD made the oeoaeion of a oinoere eo-operation 11Jlitiug the ancient and 
aophiotioated t.raditiono of the East with the more praotioal 8lql8rienoe of the 
Weat. I auspeot thet a really gifted D&tional leader would have ....a the 
Oonotitoticm, with ull ito pooeihilitiCB .of uteneion, iD thio ......._ 

No ouch leader W8l forthoomiug. We have heeD oonfronted everywhere h:v 
thooe who are our principal opponents, 'lrith a blank wall of negation. ',!'hey 
did not say: u You have not: given us enough; but we will prove by our use 
of that which you have given that we are fit for more." And yet ouch an 
attitude would have heeD both oensible, pro.btical and politic. What io ten 
yean in the age-long history of the immemorial EeatP Our critico tock a 
clifferent line. They said: " We ,.;n have nothiug whatever to do 'lrith your 
Oonotitntion.'' BorrowiDc a quotation which they would perhapa have be&D 
un'lrilliDg to employ, they almost said "East io East and West ia west, and 
never the two shall meat.'' They ignored the new, ud I think they were 
profoundly mistaken in doiug so, that, strange· and apparently incongruous u 
io the partnerohip betweon the two ccuntrieo, each hao much to contribute to 
the thought and iDopiration of the other. The art, the clvilioation, the aophie
tication, tho literature ud the philosophy of Inclia, though spread over an 
increclibly 'lride tield and derived from many confluent streams, contain an 
iDclindoal quality to which, iD their subtlest elements, Western thought baa 
not attained. 

And it ia equally true that the practical qualiti• of the Anglo-Suon 
r...,, ham&BBed to a ftl'1 uperienoed and ccmmon-oenae outlook upon worltl 
politioo, brings to the partnerohip qualitiee which ,.;n not' he often found to 
the East of Sues. Common sense and reason would, therefore, appear too 
suggeot that men of enlightened view in India and in Groat Britain ohould 
have prooooded upon lines of thought which ought almost-assuming necessary 
aUowanceo all round- have proved identie•l. To tolk of Inclia ao an entity 
11 aa absurd aa to talk of Europe as an entity. Yet the very nationalist spirit 
which hao created moot of our dil&cultiCB iD the laat few years ia based up0,. 
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the aspirationa and claims of a nationalist India, There never has been such 
a nation. Whether there ever will be auch a nation tho future alone can 
show. \ · 

. One of the ilreatest awdetieo which oon&onta. ua in Indio to.day is the 
oommnnal dilferenceo which divide 70 milliona of llloelema from the vast Hindu 
population, The noble Lorc1 who was 1117 predeoeasor is indeed mistaken if he 
fiDda any sigu that these dilfereu- hove booa oompoeocl in the last few yea.ra. 
In theae dia1101111iona we have kept our hands Ullllullied by partisanship. H 
we withdrew from India to-morrow, the immediate consequences would be a 
struggle A outrGncs-I chooae 1117 words carefully-between the Moalem.a and 
the Hindu population. I put on one Bide, for the pnrp11800 of this anticipa
tion, the perils obviously &forded by the eDtanoe of two or three million 
turbulont &Dd martial tribeaman, living p<eeariouslf between the frontiers of 
India and the borders of Afghanistan. 
• The aotual ciroumatanceo Hin11, it aaem.a to me, indisputably such oa I have 
indicatad, I have always been puaslod to understand tho train of ~aaoning 
which p .... through the mincla of the olover Dl8D. who have 1111fortUDataly 

made thamaelva oar ~ in India. There are """'7 ouch men. I 
have tried with the -- QDlp&~ to understand tholr point of view. I 
have oakod them whether they oontamplato the withdrawal at 1111 early date 
of tho British troops from India. I have never found one who advocated such 
a oouroo. Ia there in faot one responsible leader of any school of Indian 
thought who will to-morrow say: 1' Commit to ua at once the full responsi
bility; and we will acquieaca at onoa in the withdrawal of British troops from 
India "P J do not believe that such a man could be fouud and if he could, 1117 
opinion of his juclgment would undergo a swift diminution. I do not apeak 
upon this point without havin11 had man;y opportunities of founding a con
clusion derived from many divergent sources ·of information. Your Lordships 
may, I think, take it from me as an almost generally accepted conclusion 
that an- immediate repudiation of our responsibilities in India would be at 
least as fatal to the intereata of In.W. itaelf as in any year Binoa 1786. 

I have thonght it deairabla by W&7 of a aomawhat langthly prafaoa to make 
these general observations before I stata my view as to tha degree in which 
tho Montagu-Ohelmsford Act haa boon a su.-s or a failure. I am bound in 
such a matter to make 1117 views precisely plain. In common with 1117 ool
leagooa in the Cabinet, I mast, of course, accept full responsibility for that 
-t conatitotioual change, Bot I D1A7 perhaps be permitted to aay that I 
entertained greater doubts upon this reform than aoma of th<»> witb whom 
I co-<Jperatod. For this reason I om of all people specially bound to attempt 
an honest and. impartial review of the working of the Aat. I myself waa always 
'Very distrustful of tho diarchical principle, It seamed to ma to savour of 
tho kind of pedantic and hide-bound Constitution to which Anglo-Saxon com
JDunities have not generafi7 responded, and which in my anticipation waa 
uulikely to make a successful appeal to a community whose political ideas were, 
thanka in the main to lllaoaulay, ao largely derived from Anglo-Saxon modola. 
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I am obliaed, therefore, to address JII1IIO)f candidly to the question: " Baa 

1the Montagu-Chelmsford reform oucceeded, or hu it failedP" My Lord&, I 
·cannot say that it has failed. It has been RpOBed to every orue}' mi.ohap which 
. .could befall a new Constitution, freely conceived and generouslt offered. Most 
,ef the popular Ieeder& in Incli .... life have abuoed .... d def4med i$. n has 
rnever been pv8D a chance. lllr. Montagu uncloubtedly looked, ....d surely he 
was entitled to do so, to thoee who oheriohed the moot aenguine Rpecta.tiono 

• of Indian political capacity to oo-<>perato in hia creat task. Th- expecta.. 
. tiona were not realised. The critics of Indian capacity for self-government 
""ould indeed have been helpl811 had wilor oounselo prevailed in India. 
!"Suppose, for instance, that judicious and sagacious c<MJperation had been 
...e:dlihited by the leaders ef Incli"" thonght. Doeo ""Y one imasine that re
.aetionary oritioa ef thoee reforms in thiB oonntry oould in that event have 
·retarded the chariot ef P"-P Had that which was given been need with 
• cheerful goodwill to justify the sift of that which was still sought, the task 
,of aooeleration would have been aasy indeed. Unfortunately, tho loaders of 
"'ndian thought contributed a clilferent bias; and the most highly organieed 
,politioal party in IDdia waated ita energiee 1lpOD the futile attampt to deetroy 
that which we had oonceived, at least in ita :tint fruita, to be a generous 

. Rporiment. 

But not all the resourcee of a very adroit and sophistioated party have 
,availed to destroy thiB Rperimental Constitution, and indeed., I, who was 
. prepared to aurae, upon the balance of the whole matter lind myaelf almost 
inclined to bl811. Th8ll general obaorvationa, very .............,. to be heme 
coDBtautly in mind, lead me to inform yo1ll' Lordobipa more cloaely of the 
result& ef the workiug ef the new Constitution. We are aided in the task 
of attemptiug a general aurvey of ita workinp up to the p- in dilferont 

, parts of India by the report& which have recently been preaented by the Gov
, ernmenta oonoerued. In the main I accept and. am prepared to justify and 
. defend them. 

In Madraa the tranaitional Constitution has worked with a groat measure 
of B1IOCOIIL Ministers have used their in11uence to -dy publio opinion and 

'feeling, and have displayed a general moderation and no emall measure ef 
statesmanship. The Governor in Council hu stated that if an earnest en
aeavour to Work on constitutional lines is a qualliication for political advance, 
·the Madraa Presidency hu mown itaelf fitter for an advance than any other 
:provinee. It ia not my wiBh or concern to dispute that claim, 

In the preaent Conncil ef Bombay, the Bwarajiat Party ia the strongest in 
numbers, but does not oommand a majority, and it ia pledged to a policy of 
refusal of political responsibility. The Ministers were, therefoi.•e, selected from 
the smaller groups, a circumstance which muat obviously be a; source of weak
ness. Lacking au£6.cient support from their followers, they are driven to Jean 
precariously upon the official vote, and so the distinction between the two 
halves of the Government has been almoot completely obacured. The Bombay 
Goverumeot has recently pointed out that the main object at p...;,ant must be 
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to strengtheJ!, the position of the Ministers and to encoura11e the organisation. 
of parties. \ 

In tho first. 'Council eleoted in Bengal, pr0greoo was made and some aolid 
achievemento ......., recordocL The Gcmlrnmeat olaima with juatice thei>. 
lllinisten ......., able to inlluenae a enllicient number nf the Members to make
it poesible, with th8 aid nf olllcials, to eany throngh a CODSiderablo amount nf 
useful legislation. The second Council contained a large and inlluential body· 
belonging to the non~peration party, which is pledged, of coune, to prove. 
that the preaent Coustitution is unworkable. This body was joined by the. 
fudependento, and the combined party coJDIIUUlds more than 60 wtee in • 
House nf a total strength nf 140. The poesibility ia by no meana to be 8l<

cluded thet at the ..- General Electiou there _,. lie a ruturn nf aD absolute. 
Swarajist majority, taking office with the aYOWed intention nf 'll'l'eCkiDg th• 
Government from within. The Government point& out that the Co!lltitution 
requires to be specially conaiderod from the point of view of givil!og the Execu
tive power to deal with obstruction. 

Since this ltepori wao framed b:v the local Government, the Bengal Logia-. 
lativa Council haa vor:v pJainl:v Indicated thet it prefora to dispenoe with, 
llinistora and .the diarchio Ooustitntion. A.coordingly, the Government of· 
.India and I had no option but to suspend the transfer of subjeote in that. 
Province. Your Lordships will not fail to observe that whether the Consti
tution was good or whether the Constifution wao bad, it had at least plainly 
contemplated the vor:v conti-07 which haa in fact happened, and whether· 
it is a weak paint nf the Coustitntion or whether it is a stroq point that baa 
assumed the limelight in Bengal, thoee who framed the Coustitution are at 
least entitled to point out that the Coustitntion still showa the reserve of· 
strength with which it waa endowed at the time it was drafted. • 

·The Government of the United Provinoeo 887 that it is constantl,y allege& 
by their enemieo and oritics thet the reforms have failed. U this meana thet.. 
the Constitution haa de&nitaly hrekan down the:v ahaolutaly dOJ!.J' the state
ment. Since the colla- in ito original form nf the non......,_ation move-
1Dent, .it is olaimed that the internal conditions of the Province have stendiJ:v 
improved, and u:cept for the tension between lloelems and Hind-which 
has nothing whatever to do with the Constitution- there is nothing to cause 
the Govarnmsnl serious an:dot:v. Forty.....,... milliono nf paople in thes& 
Provinces are living peaceabl7 under an ordered and ~ve administra
tioa, and are prohabl:v more prosperous than their precleceeson have over beea. 
The reformed Coustitntion hao failed, it is true, to 1atiaf:y alike the Swarajists 
and the Liberala~ and th~ couatitutes some small cause for au:iety. -The-. 
Governor in Council, in words quoted by the noble Lord who moved, has, it 
is true, placed it on record that, in his opinion, the diarohy ia a cumbrous 
comple>:, confnsed system havil!og no logical baoia, rooted in oompl'ODiise and· 
defensible onJ:v ao a transitional ""Pedient. J& Lords. I have aaid ..,onah tn_ 
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Lord and myself thiJs will neither be one of the most bitter nor the most 
protracted. / 

In the Pnnjab the working out of the scheme baa driven: the two main 
communities, Hindu and Mahomedan, .into opeD. . dissension,/ This is an ~ 
tremoly interesting local development. It baa. nnquoationabiy aggravated and 
rendered more bitter their communal clilferencoo, and it baa further devolopocl 
an acute antegoniam between the urban and rural interoota. .There ia net as 
Jet, in the view of the Government, evidence of the es:iAing of a thinking and 
oaloctivo electorate in the diatricta capable of exercising ita veta on ccmaidera
tiOD8 of policy. Hero, too, the dinrchial scheme haa produced considerable 
anomalies, and it cannot, I think, be plausibly claimed that ao far the Punjab 
aBordocl a suitable field for tlie introduction of such a divided responsibility. 
So far, Ministers willing to co-operate with the Executive have besn fonnd 
who have been supported by a party which haa net attampted to force them 
into an extreme pooition. 

In Burma, the reformo were intraduced two ;yearo later, as ;your z-dships 
may recall, than in the ether Prorincea in India. :r- than aoven per cont. 
of the electorate votad at the only General Eloetion hold, and thia waa boy
cotted b;y the extreaUata. During the eighteen months in which ·the reformo 
have been in operation hardly any difficulties have been experienced, and 
hardly any defects discovered in the working of the Constitution. 

I have almost finishocl this category, but I think )'our Lordships will agree 
that it is important. The Government of Bihar and Orissa said that one may 
.search in vain for aigna that three· years of the reforms have educated the 
electorate .to the meaning of an elactien and the businesa of a Jagislature. In 
m&JI7 diatricla the reports of the prooiding om- declared that a large pro
l>O'"til!n of the vuters did not know the 1181110 of the candidate for whom they 
vetocl, but had only been told the eolour of hia bolt. The Government includes 
amongst tbe causes which have contributed to the non-euceees of the reforms, 
the failure to create a ministerial party prepared to support the Ministers in 
carrying out a definite programme. The Council still remains dividocl into 
two parties, official and non.-of&cial. Where the iasua ia not an anti-Govern .. 
ment one Minister& have their following in Council, but they cannot bring thia 
to bear on political conditiona and cannot therefore 88Bist Government in timea 
of difllonlt;y. The local Government adds that there ia vor;y little that oan be 
done to lllllOOth the working of diarch;y, or to eliminate adminiatrativa im
perfectiOD8. 

The Central Provin- GOYernment say that the vallie of the uperiment in 
responsible Government during the first Council waa weakenocl, first, by the 
lack of connection between the Membera and their constituents, aecondl;y, by 
tho absenoe of any Party organisation which would hove made the respon· 
oibi!it:r of Ministera to the Council offcotive; and, thirdly, by lack of funds. 
The fair measure of ,,..... in the working of diarchy, which, in their claim, 
waa achieved, waa due partly to the moderation of the Council, and partly to 
the efforts made to work the echeme by tbe lllembere of Government and the 
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permanent aerriceo. Here al&o the ProYiDce ill for the time being wi!JunD 
Miniaten, but ~ am not without hope that their appomtment 111&7 oh~ be 
foUDd feaaible. 

In Assam the Governor in Counoil sums up the dilliculty of workiJJa the 
Conmtution as olue, llrstly, to the mdatence of a 118Cltion of public men, con
eiolereble enough in numben anol ability to in!""""" the Counoil, which is 
actively hostile to the preoent Constitution; and oleclineo to work it; aud, 
aeconclly, to the llnancial dillicultieo which haft precluoleol the local Goftrn
mont from undertaking any activities other than thoae of .,....,.,u,g on the 
.......Wol admjniatratift fonoliona on pr&G:iating linea. The Miniatora have 
thus no con'rincing anewer to the cry of their _.....to ihat the roforma have 
bestoweol no benelito on the electora. 

Enough has been iaid to aatisfy my pr01011t purpose-which is to ohow that 
no ohort or dogmatio answer can he given to the question; has the CoJUtilu
tion tmoceededP It has neither oltogether II1ICCI!eoled, nor has it oltopthor 
faileol; anol it muet further be noteol, by way of adolitiouol qualifioation, that 
where it has aucoeaoled the prioo of BUCCOBI hu been, at some stages and in 
some cliatricta, a colllriderable inroad upon tha diarchicol principle. I haft not 
thought it -er ·to discour..., ench toudonciee, holclinc the view that the 
whole matter WBI ~tal, enol alforoleol an opportunity to each prorinoo 
to work out ita constitutional salvation in ita own way. 

What, then, is it possible for me to aa:r, at,thia atage, of the futureP The 
wiadom of Parliamea.t declareol that, after the period of 10 :roan. the Mcnltagu.. 
CheJmaforc1 Co..mtution mould be reriewec1 by a Royal (lomm;..;...,, It will 
undoubtedly require ench nriaion; auol it C8DDOt be toa plaiD!y atateol that 
everything will 11001111Blrily be thrown into the melting pot. Diarchy Itself is 
vary obviously not a aaored principle. It mast be decideol by reaulta. The 
conooption WBB ol1081B doctrinaire and arti&oial. A -t meuure of aacoeaa 
ma:r jaatif;y it, where a IIIIIBllor would not. 

Aud now I apply myself more closely to a aubject which has cauaeol much 
speculation, and provokeol at leut ai. equol degree of agitation-the date of 
reriaion. To thooa who framed the reforms, ton ;roan appeared to be a reaeon
able period for review; enol in cleter:mininc what ,... a reasonable period for 
the pGlpOBOB of reriaion, it seems uunaturol to aupp- that Parliament 
presciently anticipated the very tmreuonable oampaign of non~peration 
whish has done ito ·beat to wreck tho Conatitution altogether. Even SIBuming 
ec>oopei'Btion, it WBI thanght that a period of ton ;roan would be required to 
afford tho olata for reliabTa oonoluaiona enol generoliaationa. But I olo not 
hesitate to make olaar- my awn viaw that it ,... not tho intention of the Legis. 
lature .to attampt to ohacldo aucoeeding Goftrnmento, if a spirit of cheerful 
and loyol eo-operation waa generally exhibiteol on tho one hand, or if upon the 
other, grave and glaring olefeofa cJiacJoeed thamael'f88. It would, indeed, baY& 
beau an &BIIIDDption --of- omniaoence alien to the Anglo 8°Tnr tradition, for 
Parli-t to 8IBillll8 so high a -hetio gift aa to declare that in no criroum-
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stances should the date of the CommiSsion ba occelerated. In fact the door 
was never oloaed; it il, on the oontrary, open to-dar; but the oondition il 
olear end precise. There will '-there ean be--oao -deration nntil we 
aee everrwbere amana the reaponsible leadera of Indian thought evidenoe of 
a sincere ancl genuine clesire to co--operate .with no in making the best of the 
existing Oonstitntion, 

The Swarajiat Part,y has, in my opinion, moat UDhappil;y ao far thrown "ita 
powerl\11 weight into the other aoaie. Aloag this road there ia no -· 
That p&rtf has recant)f loat a oapable ancl anergetio leader, who oommanded 
great support, and made man:r saorifices for a canso in whioh he profonncl)f 
believed, But I ahoulcl fail in my clut:r if I clid not make it ahaolutely plain 
that the aclv!ce whioh ha gave to hilconntr;rmen was throngbont UDhappily ..,.. 
ceived. It ma:r be-l dare attempt no pracliotion-that his nntimel:r death 
will even now afford an opportunity of recoDSideration. It has been the habit 
of the spokesmen of Swarajiat thought to claolare in anticipation that no 
Oonatitntion framecl in the West oan either ba suitable for, or aooeptable to, 
the peoples of India. It has alwa;ys seemecl to me ~at a ver:r simple anawer 
n:iay be :made to such a contention. We do not claim in Great Britain that we 
alone in the world are able to frame Coilltitutions, though we are not alto
gether cliacontantecl with the humble coU8trnotive effort& whioh we have macla 
in this &.aid of hnman ingennit;r. But if our critic& in India are of opinion 
that their greater knowledge of Indian conditions qualifiaa them to succeed, 
where they tell no that we. have failed, let them prodnce a Constitution whioh 
earriea bohind it a fair measure of ceneral agreement among the -t -lea 
ot India. Suoh · a oontribution to our problema would nowhere ba reoented. 
lt ·would, on the contrary, be most carefull:r esamined b:r the Government of 
India, by myaelf, and I am sure, by the Commission, whenever that body may 
be assembled. 

· I glacl)f recognile that the ........ned Liberal P&rtf in India, neither in
considerable in numbers nor looking in the leaderahip of enlightened men, 
has refilled to associate itself with the m ... tarred oourse of non-co-operation. 
It is still pOBBible that this p&rtf, parhaP, to ba gradually reinforoed by freah 
moderate elements, ma:r pJa:r a -t part in the Constitntion fashioning of 
the future. I pasa at this point b:r a natural transition to the Jl[uddiman 
Report, a aubjeot to whioh the noble Lord (Lorcl Olivier) devoted a lf&lt part 
of his observationa. The obligations of the Government must be aclmittecl to 
the experienced men who contributecl so mltoh labour, end prodaeeci so com
peesnt a Report. We do not anticipa-for l'8a&OII8 whioh I have alreacl;r 
made plain-that we shall ba able, as the noble Lorcl desired, to aooapt the 
Report of tha Minoritr at this atege. Tha problem of provinoial autonomr 
has not inclead bean adequately thought out b:r those who are to-da:r preaaing 
b ao strong)f upon our attention. Provincial autonOIIQ' contamplates the 
complete transfer to all the Provinoea of law and order; and it would render 
necess•17 far reaching changes in the Central Government of India whioh I 
have never :ret seen closely anal;ysed, aod v&rf rare)f even onrsoriJy examinecl. 
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The noble Lord (Lord Olivier) ~ertoinly to-day attempted neither analysis nor 
ezamination. 

It Ia rather on the linea recommended by the Majority that any immediate 
action must be taken. ·AI I have already said, we must await the formal 
views of the Government of India on this matter; but it will certainly be tho 
deoire of Bia Hajoaty'a Government to ·go aa far aa pooaiblo in -.ying out 
the propaoala which tho Government of India may make after disonssion in the 
Logialative Aaaembly. Many of the recommendatioua of the Committee oan 
lMr carried out by rogolation, end do not require an Acli of p.,.Jiament. There 
need be no dela_y in making thaee changae. In thoae caaae where legislation i.a 
required the matter will be appropriately dealt with aa and when oppor
tunity offers. . 

I oupt ne:<t, my Lords, to make a few observations upon a subject which 
has greatly ""ercised Indian speculation, namely, tho so-called Iudiani.aation 
of the Army. Ali eoaeutial faclior in India's ad'V&IIoo to.....da ..,.pcmsible 
Government ia, to Indiaa minds, the polllll!llllion of a national army. We oan 
all - why, 1111d "" oan all und-nd and appreciate Indiaa aapirationa. 
But here again we .,.. in the region of espariment, 1111d of very clelicate and 
dangerona experiment. Tho method which baa bean adopted ia that of the 
complete but gradual Indiani.aation aa au experiment of eight units. It ia 
oritioiaed aa being both slow and limited in &COpe. The procesa must indeed 
neceaa.,.ily be slow-tho leuath of time which it ordinarily takes the British 
ofii.oer1 if he is fortunate, to reach the command of hia regiment is twenty-five 
years, and there is no reason to upect that an Indian of6.cer will take a shorter 
time. And tho experiment ia uecoeaarily limited in aoope if only by reaaon of 
tho paacity of material. . For, apart from the fact that we C&DDot alford to 
risk in any degree Jowaring tho elliciency of our amalJ Indiaa Army, on which 
tho security of India depends, at proaont we have dil&oulty in finding enoup 
Indian cadets up to Sandhurat standard to provide oubalterna even for these 
eight units. We are doing our best to remedy thia. The Prinre of Walea' 
Military College at Debra Dun ia beginning to produoe boys of a more pro
:miaina type; and the Gov8l'DDI.ent of India. have recently appointed a Com
mittee, under the proaidency of the Chief of tho General Stalf, to """mine the 
whole queation of training for the Army. They may recommend the creation 
of an Indian Sandhurat, and if they do we ahallconaidor their recommandotion 
with every doaire to do what may appe..- nooeaa..-y to make 1ihia ei<periment of 
Iudiani.aation a auccoaa within ita limits. But until it has bean shown to be 
a auccoaa within those limits, it is not our purpoee to go beyond them. Bow 
collld we P An Army ""iata after all for the purpoae of fighting, and if we 
could not get eight units that would light ellioieutly, what would be the 1ll8 

of trying sixteen P No une Government will allow ita Army to become the toy 
of political parties. 

I kUow that some Indian politicians dislike this particular experiment on 
the ground of what they call tho " aagregation " of Indian o.fficora in theae 
eight units, aa though eome idea of inforiority were involved in it. The oom-
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plaint comes ill from those who criticise the olowneaa of the experiment. F01 
what is the advantage of concentrating Indian oflicen in these unitoP Just 
this, that the test being whether a completaly Indianised unit is aa good aa 
a~Q~ othOI'-the sooner we create completel:r Indianiaed units the sooner we 
shall !mow whether the experiment has succeeded or not. And is not that 
eactly what the politiciau themselvea wantP One would almost think that 
those who complain of "' aegrega.tion:-n are not ao aure aa they sometimes eeem 
that the eaperiment will sncceed, and shrink from the ooncllllliw ten-

" He either lean his fate too much 
Or his deserts are small, 
Who dareo not put it to the touch, 
To win or los.e it all." 

But i: do not wish to appear unsympathetic. I am not so .. Weare doing our 
haat. No one did more for India in this matter than tho groat Commander
in-Chief whooe looa we haw recently been lamenting, and I adopt his words'-

" We are ezperimenting with the Indianiaa~ of eight units of the Arm;r. 
The ezperiment must be carried through. It llllaT sncceed or it llllaT :noto. 
That ramaina to be...,, but, whateYer ~. the ezperiment must be tried 
out, and not plnoked out b:r the roots to - how ito tp'D1ri.h is progroesing ••• 
India must have the haat and nothing but the beet for the foundations of her 
future Arm;r.'' 

And now I paaa to the poaition of tho Servicea. I do not want to sa;r ver;r 
much about thi&-it will be one of the subjects for the Ro;ral Commisaion when 
the time comes. But there is an upect upon which I must touch. One of the 
ohjectiona to the present Constitution which is meot -ntly put forward 
is that MiDistera are prejudieed in their taak .b:r the fact; that not aU the 
servicea which are the instruments of their polic;r are UDder their oontrol, 
and that the Bill now before Parliament tends towards accentuating this 
cliflicult;r. I should be the firet to welcome signs that the provisions in the 
Reforms Act, which r......,ed to the Secretar;r of State a considerable measure 
of clirect responsibility for the Indian Services, even in the transferred sphere, 
were nnneceosar:r, for the;r would be tho best indication that Indian political 
opinion baa reaJ.ised the vital necessity to the well-being of any form of govern
ment of giving pnblio _......to general oupport ud encouragement in tlui 
ful6lment of their dutieo. Unfortunately snch aipo are still aU too rare, and 
until publio -a, both English and Indian, can feel in India, ae the;r 
can elsewhere, that unfaho and captiouo oritici&m of their actioDB will be 
neither voiced nor tolerated b:r responsible public opinion, the reoervatiODB in 
oupport of the services contained in the Reforms scheme will unfortunately 
remain juotified and neceaaar;r, 

I have already diBCUBBed in this House a revolutionary outbreak in Bengal 
which, in my judgment, rendered the adoption of ezoeptiono.l rePreuive 
meaaures eosential. Th- measureo have not failed in their effect. The looal' 
situation is being coustoutly and vigilantl:r watched, and when the general: 
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!ntereat and safety . of the community justify relo.zation, suoh rela:ution will 
no~ be withheld. But that moment has not 7ft oome. I ought to make a 
passing mention of that Wlhappy emorescenoe of communal difference whioh 
has occasioned inoraae!ng. anziety in many parte of India. Theoe disturhancea, 
troublesome and grave as iD some distriota the7 have been, serve na a reminder 
that Indian proldema are not eo simple ae is BOIIIatimea superficially imagined. 
Tha preaenoe in India of 70 millionll~h•111111""a"•• martial in their traditiono, 
aDd Yirile in their qualiliieo, oontrihutaa an immell8e oomp)ication to dil&onltieo 
alre&d;y incalculahq areat. This situation ia being moot cloeeJ,y -tohed both 
hy the Govermnent of India aDd in my Olli<e. 

I add n- a word on the aubjeot of the great Bnl.!ng Prinoes of India. 
Thair generosity, thair l07alty and their courage have been proved on many a 
stricken field, and neec\. no eulogy from me. Their •rights in the majority of 
....,. are statod -and oonseoratod by aolemn treatieo. Whatever changeo and 

·developments the future may bring with it, n ahall 'never fall ahori in our 
obligationa to those who have aharod our _pvi)a 'and never deopaired of our 
Imperial deotiny. 

I must add a V8f7 brief observation upon a matter of great COJillellU81l01 

whioh has caueed, and oont!nuee to cauee, me grari anziety. I refer to the 
conditions in whioh many Indian citiaens of the Empire live in vario1111 parte 

· of His Majesty's Dominions other than .India. Tha snbjeot is. notorio1111ly 
delicate, and one must avoid !ndiaoreot or UDS!dlfullangusge in relation to it. 
But I ma;~:, I imagine, without offending any !ntereet whioh I am bound to 
consider, ask other parte of the Empire to remember how profoundly tiiis 
problem affeota relationo betwean the Empire !'nd India. I know their dim
onltieo. No one, I believe, lmowa them better. I do not ask more than thet, 
in every measnre whioh the7 take, the7 ahould abaust every affori to avoid 
auoh a discrimination as must cleaply wonnd the anciant aDd dipfied peopleo 
of India. 

And now, my Lordi, my ioak is nearly ended. I have had the edvant!'p 
durina the last few months of constant diaouaiona with my noble friend 
the Governor-General. Let me take this opportunity onoa for ·all of ezp.
ing the obligations under which I myself, and Indeed the whole country, are 
to BiB Excellan07. BiB prndenoe, his circumspeotion, his judgment, his 
patienoe and his courteoy, have all bean·e:drlbitod upon a atagewhioh demand
ed theoe TerT qualitieo at this V8r7 time. He has anpporied without dismay 
th• hurdon of many &IIDO>tieo; and haa maintained a high aDd - oom
poaurO> in the face of many aDd veriona ant!'goniomo. I sincerely hope thet u 
will return to complete his teak, strengthened and re.oreated in health. 

I cannot affeot to believe that the contents of this apeeoh, to whioh yonr 
Lordships haveliatanecl. with so muoh patience, will bring aatisfaotion to th010 
elements in Iodia whioh are determined to remain dieaatisfied. But I would. 
,;evertholesa remind them that while we have oblige,tiona in reapeot of the 
voters, who nwnbered ouly aome 81 milliono at the last EIO>Otion, we have ailo 
obligations in reapeot of the 250 millions in British India, of whom we are the 
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raopODaible guanii..,., and in a 1..., degree in reap'"" of the 70 milliOIUI in the 
Indian States. While, as we suney the atrange hiatol-7 ,..hich baa aasooiatecf 
two peoples so different in origin, in civilisation, and in religion, a we are 
aonaoious of many errors of judgment and even of some CK!caaional acta of 
wrong, we are nevertheless bold enough to claim that, b:t fair perspective, we 
have not been the unworthy trustees of the charge "'hioh we nndortook 10 

man.y generations ago. We have bronght to thia sigantic toak an nnstintecf 
devotion. :Jilany " nameless hero has llp8Dt his strength and ll.nng a1fA7 his 
life in grappling with the hicleoua sp......,. of famine and cliaeaae. Man;v an 
ill118trioua Viceroy, as the atatel;v pages of Lord Ourlll>ll'a book remind ... , has 
mortgaged too deepl;y in this same toak hia "rita! reaonroea. 

The terms of the Preamble are even now not incapable of realisation, But. 
we must first expel and exorcise the demon of suspicion. We osk the Indio.n 
people to-day, with the deepest sincerity, for good will and for co-operation .. 
But while it is an object cloae to our minds to create thia atmosphere, I should 
be guilty of disingenuousness if I painted at thia moment the prospects in 
coloura too Yi"rid or too sanguine. I am not able in an;v foreseeable future to 
disoern a moment whan we may safely, either :to ouraelves or India, abandon 
our trust. There is, 1117 Lord&, no " Lost Dominion "-; there will be no " Loat 
Dominion , until that· moment--if ever it comes when the whole British 
Empire, with all thet it means for civilisation, is splintered in doom. It i& 
our purpose resolutoly, tirelessl;v, and wholeheartedl;v, to labour for the well· 
being of India as our anoestori have laboured throughout the generations. 
For that purpose, we desire, and we request aood will; nor shall we be nig· 
gardly bargainers if we meet with the generous friendship which is near and 
dear to our hearts. We no longer talk of holding " the gorgeOIUI East in 
fee"; we in"rite·in a contrar;v sense the diveree peoples of this continent to 
march aide b;v aide with "01 in a fruitful and harmonious partnership which ma;v 
recreate the greatest and the proudaet days of Indian hiator;v. 
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Gentlemen, I thank yon most sincerely for electing me to this Chair. 1 
thank yon &pin for the kind words that you have spoken this morning and 
for the beat wishea that you have Olqlreeaed. I frankl;y confesa, gentlemen, 
that the feeliug uppermoot In my mind jm at this moment ia that it will be 
difficult for me to carry Oll the dutiee of this office after having been -gad 
for 12 or 16 ;yeare in public activitiOB. Bnt I 088Dre you that I have acceptad 
this office with high hopea and fully realizing the implloationa involved therein. 
I had to consider, in my mind, whether I would be more neeful to the canae 
of my country by remaining a non-official Member of thie A.osembly or whether 
I could serve my country '88 usefull;y by accepting thie Chair if yon offerad it 
to me. Before I made up m:r mind to stand 88 a oandidate, the decision of 
this queeti.oa worried me for da;p and Dighto, and ultimatel7 I came to the 
ClODClnaion that I wonld be eerving the cauae of my oonutr;y better b:r the 
oboice I have mode and therefore I acceptad i._ The Swarajiata are often 
described aa critice, deatruative critice: and it baa therefore become their 
duty, whenever "" honourable opportunity olfera, to show not only to this 
Honae bat to the whole world that, if they know how to destroy, they know 
alao how to conatruot. They have to show when real reaponaibility comes 
to them that they are ready to discharge tho dutiea pieced upon their 
shoulders. Yon know, gentlemen, that His Escelleno;y the Vi~ero;y was good 
anough to plead for co-operation for the now Preaidant from all aectiom of 
tho House; my predecjeasor, to whom we jm hade goad-h;ye, also pleadec1 for 
ouob co-operation. MB:r I also appsal to every seotion of this HoU&e for 
the same co.operetioaP· Wh81l I ask for co-operation, Gentlemen, I aaaure you 
that I am COIIIICiouo of the faot that it cannot be oa...,;ded. CJo.operetioa 
Ia alwa;p mutual; and I partiOiilsrl;y ask the official Benches to bear thia in 
mind that when I appeal to them for their co-operation, I am ready in every 
oenaa of the term to utead my co.operation to them. (Cheers.) The prinoi· 
plea which will goide me in the diaobarge of m:r duties have already been u
preaeed by me in m:r latter to the Members of the Aaaembl;y. I should havollked 
to road oat th01a warda now, bnt I am sorry I have not got them with me. Ia 
the diaobsrge of my dntiea, I aball, I aaaure you, obeerve at.rict impartiality in 
dea1ina with all oectiona of the HoDIO, i.mspeative of Party conaiderationa. 
(Cheera.) From this moment, I """"e to be a Party man. I beloog to no 
Party. I beloog to all Psrtiea. (Hoar, hasr.) I belonr; to all of you aud 
I hope and trust, my Honoareble friend, the Leader of the Swaraj Party, 
will take immediate steps to absolve me from all the obligations of a Swarajiat 
Member of this HoUle, if, indeed, it has not been dona by implication in 
conaequence of my election to this Chair. (Cheen.) Misgivings have b&el1 
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expremd in aoma quartan, fears have heeD eJltertained, that I 'lf01Ilcl not 
meet the ViC81'07, that I would do this, and that I would do tha$. I ll881ll'8 

:ron, frieacls, that I am going to do nothing of the kind. If the dutiee of 
m:r office require me to eeo tho Vicero:r tea timee a da:r, I am hare to do so. 
If for the dieeharge of m:r duties it is aeceesar:r that "I should - every official 
Member of this Bouee, I will maet him. None need have aa:r donht about 
it, and none need have any appreh8118ions about it. Once again, let me thank 
:ron for the co-operation that yon have promised in the dieeharge of m:r dutiee. 
(Cheere.) I will now ask BoaouraMe Members to come up and shsJ<e hancls 
with me. 
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· Gentlemen of the Inclian Legislature, after a collliderable aeparation from 
;you-a aeparation on this occaaion to he :meaaured n.,. only iD poiDt of time, 
hut also by diateDce iD epace-it givee me opecial pleasure to meet you, the 
Kemhera of tbe· IncliBD Leaialature, once :more and to welcome JOU to the 
lahoura of another Seaaion. Joly - eudeaVOUI' muat he to gather UP the 
thread& of edministration iD Inc!ia end to mention a few of the topics which 
have been engaging attention during my absenoe, or which are likely to aocup:v, 
:vaur mtoreat iD the immediate future. It is a aource .of gretilioation to me 
that in my absence no am:ioua crisis arose in India, .ana that the administra
tion waa carried on 11110othly and efficiently under the capable guidanoa of 
Bia Exoallency Lord L,-tton. 

But thongh tbe Ship of State haa been aa.iiiDg iD oalm watera, the hand 
of death hea leiD haaV:V iD J:8COJlt monthe on the friend& of Inclia, both English 
and Inclian. Within the laat ;vear, end within a f1nr monthe of each other, 
two Engliabmen-ll(r, :t.lontagu and Lord o-~ namea will endure 
oonapicoona ;, the roD of the areat English atateamen wha have loved India 
and devotedly aerved her-one aa Secretary of State, the other aa Vicero:v
have paaaed away, The:v approached Indian problema not alwa:va from the 
aam8 angle of vision. I had the advantage of man:v diaouaaiona with them 
)>afore I left for India, The:v were of the greateat aaaiatanoa iD prepariD11 
me for the dutiea of my ofllce. The:v were tbe laat to bid me good-b:ve when 
I - set; out for Inclia, Alea I the:v were both aheant frum tbe cUcla of 
frienda to greet me on my return. Mora ~ the death of two c!iatiD
guiahed Inclian politicalleadere-lllr. Dllil end Bir Surendranath Banvj
heth men of marked peraonality, iDtellactual capacity and energetic patrio
tiam, though of di1ferent views, has left India iD mourning. We have to 
mourn too the death of the Maharaja Sciudia of Gwalior, one of the greateat 
of Inclian Princes, a wise mlar and a troe patriot whom I was proud to count 
am01111 my friends. l pe:v alao my tribute of r&~rat for the death of two 
:t.lembara ·of tho Le;ialatnr-Xhan Bahadur Shama-,.Zoha and Sir Lealie 
:t.lillar. 

And last I mun -tion tbe looa which haa hefallan me end my Govern
men........,.)' more, Inclia and tbe Empino-;n the audden end tragio death of 
the Jato Lord RawliDaon, one of the moat eminent aoldien who have served 
this oonntey iD the high ollica of Command.,...iD..chiaf. Thera is no nead for 
me to ·repeat to :von on this occasion the ator:v of hio militar:v achievement.; 
hia fame as a soldier, ·both· in peace and War, 'is far estended and will JoDI 
endure. But it is fitting that I obould take this opportunity of commemorat-

( 86Y ) 
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iDs the special service which Lord Rawlinaon rendered to my Government, and 
to India, through his qualities of sympathy and breadth of outlook, and 
through his prudent and efficient pdministration of the militar;v services of 
this countr;v. Members of both Houses of the Legislature will moreover recnll 
man:v occasiona on which the:v received at hia hands the most dietinguished 
couideration. It waa ever his desire to satisfy their interest in, and jncreaee 
their knowledge of, the Army and Army Administration. It is especially 
true to oa:v that in all his work aa Commander-in-Chief and aa Member of my 
E>:ecntive Oounoil his constAnt aim waa to ...,.,... that which he sincerely 
believed to be the best beth for the India of the present and the India of the 
luture. I deepJ:v ·mourn the loss 0f a personal friend and comrade. 

"
4 The Souls of the righteous are in the hands of God, · 

Thare ahaU no torment touch them." 
When Lord Rawlinson died, his aucceasor, Field-Marahal Sir William Bird

'Wood, though already designated, was not in India., and in auch a situation 
my Government were fortuuato in that the;v could for the time baing command 
·the aervices of General Sir Claud Jacob, of whom it ia eullicient to ea:v that 
his fitness to fill the breech rested upon 42 :veers' service in the Indian Army, 
the high reputation as a Commander of troops whioh he gained during the 
Greet War, his etill -t uperienoe aa Chief of the General Stelf in India, 
.and last but not least upon the respect and confidsnce in which he is deservedly 
held throughout the Army in India. To-de;v it is my privilege and pleasure 
to extend a cordial welcome to Sir William Birdwood who in the last 'few 
<1a;va has returned to India and assumed hia high oiJice, Be is the flret 
Commander-in-Chief in India to hold at the aame time the enltod milltar;v 
rank of Field-Marsbal, a distinction which he hns earned by services to the 
·Crown of a.n exceptionally high order, both in India and elsewhere. Sir 
"William Birdwood is, however, 10 well and widely known as to stand in no 
.,eed of further recommendation from me, I welcome him also as a colleagoe 
in my Council and wish him good fortune and good guidance in the discharge 
.of the responaiblo duties upon which he hns entered. 

Gentlemen of tho Legislative AsaembJ:v, in pursuanoe of the provisiona of 
the Government of India Act, you have been called upon, for the first time, 
to elect your President on tho 22nd day of this month and it is therefore 
fitting .for me 011 this occasion to express Dty" own an'd my Government•• 
10ppreciation of the aervices which have baeD rendered, not onJ:v to the Asaembl;v, 
but ~lao to the Provi?ci~ Legislative Councils throughout India, by the flrat 
Prea1dent of tho Lel!lalat1vo Assembly, The Legislative bodies as established 
u.nder the Goverament of India Act were 10 different in thair composition from 
thoee set up under earlier Acts of Parliament that it was thought right to 
make provision for a President who should be indubitably independent of the 
-Government, a. person clear of all possible suspicion of being even unco11Bci .. 
-oasJ:v biassed in favour of Government. At the eame time it was recognised 
that on the standard set b:v the firat President& of the different Legislative 
ltodiea, and more particularly on the standard set by the first President of 
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the Legislative Asaemb17; the futuro of tho Aasembl7 and of the Legislative· 
bodioo in the Provinooo would greatly depend. It waa ossentia.l that tho· 
&rat P1'81Jident of the Aasembl7 should be a man liberal17 vaned not only in· 
the written rules, but alllo in the unwritten tradition of the Mother of Parlia-·· 
menta, so that, in the time allotted to him by tho Statute, he might setablish• 
iD this Aaaembl7 a high etandard of puhlio order; a true appreciation of the· 
dipity and reepousibilitieo of the Chamber, and a perfeot oonlidenee iD the• 
rigid impartia.lity of the Chair, and further thet he might foetor iD everr 
Member of the Aaaembly a deep -......, of regard >m on17 for tho ri&ht.r 
but ulso for the feelinp ·of every other Member of the Chamber, a eense• 

· of. regard which should remain unaffected oven iD the Gtremo heat of party 
oontroverey.· Gentlemen.-~ my groat regret it lias not boon my privilege· 
to ,attend your prooeedinp iD person, but in addition to your printed proceed • 

. inp, a daily report reaches me of your doiDga, and alike from these 80Ul'C81• 

and -from the testimony of of&cial and non-<>f&cial Members of this Asaembl7· 
•ncl alllo of. tho distingnishod visitors from many parts of tho world who have• 
witnooeod your prooeodinp, I am ahle to say with oonfidence that Sir Frodorick 
Whyte has diachargod to. the utmoet tho vary hsa-.y reep0118ibiliti• laicl upon• 
him as liret ~dent of the Legialative Aaaembl7, and I wa1come this oppor-· 
tnnity of tendering to him my tbanlm .and the thanb of my Government for• 
bla ·ver:r notable achievement. If I may be allowed to offer advice to bla 
auccOBSor, it is that he hold f .. t to the tradition which has bOOl) ..tablishod: 
for your Chamber by yOU!' liret President, and to this end I ask you gentlemen 
.of the Assamb17 to give to your new President in.bla -dif&oult task the generous 
oo-op&ration which )'OU have always accorded to 70ur Arat President. 

:t I>ass now to a .brief review of the affaire of In41a. I am glacl to say 
that. our· relations with neiaJ>bouring St.atee remain oordial. and that no quea. 
tiona of impartance are ontst.ancling. I wish I oonhl report an equal aboeDoa· 
of oon:troversial matt.ar ID.regarc! to the ~tion of Indians iD South Africa. 
At tho moment I should ilot be well nclvisad to say more than that my Gov
ernment is :watching the •ituation closely and is still in communication witlu 
the Government of SoUth Afrioa. 

In internal aff!Un we have been faded recently with some industrial· d•· 
p....,;,, Fortonately this has not been associated with any failure of Iodi""' 
harvests, and up- have boon wall maintained. The depreosion in Indi..,.. 
industries appesn to be a phass of a worlcl-wide movement. 'lhroughout thO' 
world inclastriM anr ezperienoing the dif&ouitiOB of adjnsting themaeiYOB to
the II8W' post-...,. conditione, India oould not azpeot to eecape. India has 
in foot been fortunate that this chango has not oome to her oo quickly or H• 

severely as in many other COUiltries, and owing to a aucceuion of good harvetta. 
there is a reserve of buying power in the country, NeverthelOBS the P-· 
of adjuetment is dif&oult and the condition of aeveral of those indnetriee will. 
oomo before you. Publio attention has recently been directed to tho groat. 
ootton mill industry which after a pariod of uneumplod proepority and -
panai.on is now oxparianciq a rsaction, lily Government has been -tchintr; 



372 

the pcoition closely, and I have co11881lted to receive. a deputation ear~ 
next week from the mill-ownera of Bombay and Ahmedabad. In the oircum
stanoea I will r"""'"' any further observations. Four reports by the Tariff 
Board, marked by that thoroughness which I have learned to expect from ita 
work, have been published, and the conclusiona ~ my Government on three of 
them have been made public. A fifth report dealing with steel has just been 
reoeived and propceals in regard to it will be placed before you in the co1U'I8 
of the Session. You will also be aSked to consider a Coal Grading Bill &amed 
on the recommendations of the Coal Committee and deaigned to rehabilitate 
Indian coal in overseaa market&. -

My Government, while giving due attention to industries in the restricted 
sense of the term, are determined:, so far aa ciraumatances permit, nat to 
neglect the intorest.o of what is raally the graateat of all Indian induatrieo, 
namely, agriculture. I know from my diaoUBBions wi_th the Secretary of State 
that my Government can re~ upon his moat cordial support of this polioy. 
The diract raaponsibility of the Govarnment of India for agricultural develop
ment in the Provinoea ceased with the inception of the Reforms. In view, 
howaver, of the paramount importance of agriculture aa the haaio induatry of 
the -le of India, of the improhahility of Provincial Governments being in 
a position to undertake reoearch on the ecale reqllired and of the necessity for 
co-ordinating activitieo in the wide field of agricultural development, tho 
Central Government must continue to play an important part in agricultural 
progreos. Their present agricultural polioy io mai~ directed to foaterin11 
research and undertakina: work· which is outside the normal ambit of ProVin
cial activitieo by reaaon of ita all-India character. With the improvement 
this year in our linenoeo we have been able to incraaae very considerably our 
activities in the ephere of agriculture. The Agr!oultural Inatitnte at Puaa io 
expanding ita work of ..........b, which io the haaia and condition of all progreoo. 
That work baa already bone romarkahle fruit'. New varietieo of crope (I 
would instance sugarcane and wbeat)-the product of oaraful raaearch and 
experiment in our laboratories and experimental farms-have added within 
the past few years croraa of rupees to the wealth of the agriculturist, and these 
achievements point the way to still more wonderful pollllibilities. Agriculture 
iD India must in the main depend on cattle for its motive power, and what is 
of vital importance ia not an increase in the numerical strength of cattle, hut 
an improvement in quality, Tbio problem io being eteedily attacked from 
more than one angle in the cattl&-broeding and dairy farms under the Govern
ment of India. 

• 
But apart from diraot activities I conceive thet one of th~ moot important 

funotioDB of a Central Govenunent in respect of a great all~India interest ia 
to facilitate the co-ordination of Provincial effort. My Government have 
for BODle time past had under consideration a proposal for the establishment 
of an all-India agricultural organisation which would help towards co-ordinat
ing the activities of the various Provincial Depa.rtmenta of Agriculture pro
mote research, agricultural education, co-operation and other eateblished aids 
to agricultura and serve aa a medium for agricultural propaganda tbroupout 
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tibe OOllntJo.I. With tibe -object It obtaining the viOWB of reJ;>rooentati ... and 
responsible authorities from all part& of the country bafore a debito scheme 
is formulated, it has been decided to refer this proposal to the Board of Agri
. culture at its ne:<t meeting, which will be held at Pusa in Dscemher of this 
year. It is hoped tibet, in addition to tibe regular Prorinciai reprooentati-, 
lllinistera of AgricUlture of the various Prorinoee will also ba able to attend 
bJi. this iJa:pOJ'tant OCCPajOD., . : 

_The action take~ 1>7 ;..y Govo....,.;ent on the rePort of tho Civil Justice 
Committee preoided over by Hr. Justice Rankin will he a matter of interest 
to you. l have no doubt that many of you have studied that report and 

· reoogni"" tibe ·wide - of tibe around it covers. Many ol tibe rscommencla
tions oan. ba p~ .into effeot by LooaJ Governments, High Oonrts and tibe 
preoiding ol&cers of tibe Oonrts of justioe thron&hoot the country. In eome 
cases we have decided to redaoe the proposala of tho Oommittes to tho concrete 
form of BiU. which will como before you during this SeSsion. In others we 
have addressed Local Governments and High Courts, and shall prepare Bills 
for your consideration after ,we have received their opinions. I have men
tioned bafore tibe great importanoa ,.hicb I attach to tibe work of this Oom
mittes and tibe Yalue of tibe reactions which must foilcnv on impronments in 
-the machinery for tibe administration of civil justios. I wish DOW' ·to exprees 
my high appreoiation of tho work which has boon performed by tho Chairman 
and members of the Oommittes and by the oo-opted memhersj non-official 
as well aa ofBoial. 

Last January I announoed that, in 'riew of the opinion ospreeeed t;, the 
Aeloeml>q reprding. tibe need of an economic inquiry, my Govarnment had 
decided to appoint a email Oommittes to report on tibe material which eoriata 
for holding an inquiry into the economic conditions of the people of India, 
the feasibility of instituting an inquiry of thie character and tho manner in 
which it cocld he carried out. This Committee has been at work during the 
last few months under tho Chairmanship of Sir M. Vishveshvaraya and has 
juet completed ilB report which is now in the press. It is the intention of Gov
ernment to publish tibe -report at an -ly date, and tho· Oommittes'o recom
mendations will ha examined withcnlt delay. 'I must osprees my appreciation 
of the expedition with which the Oommittes ha.., dealt with this complicated 
subjeot. 

When I addr088ed you )Bat I dwelt at some length on ·the diflicult questions 
of curreno:v and exrheng~, and I announoed tibe intention of Govarnment 
to appoint an authoritative Oommittes to consider tibe mbject of the rupee 
exr1umge as econ al world sconomic factors ap~ sufliciontly stable to 
justify formulation of a new policy. Since that tims, although conditions 
are in some l'88peCts still obscure, there baa been one event in this field of 
outstanding importance, namely, tho return of England to the geld standard. 
With tho return of sterling to a parity with gold there is fu1411ed one of tbe 
moot important conditions requisite for ,. fruitful ,........mination of our 
Indien problam& 

0 
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The position hu been COJIIidered in --taiion with the Secretary of 
State and I am now able to announce that Bia 1\[ajeaty tho King haa approved 
tho a~pointment of a Royal Commission on Indian ClllTOncy. Tho tenns of 
reference to tho Commission wiU be- .. . . · -

" To examine ancl report on the Indien <OV'hanp and cnrrency ayatem 
and prectlce; to conaider whether any modillcationa ;a-re cleairable 
in the interests of India, and to make recommendattona."' 

It will bo ... n- that the terms of referenCe are wide enough to admit tho 
COJIIidoiration of all impnrtant 'quostiona of C111T0D"7. policy, and that tho 
membership of the Commission also enaures adequate repreaentation of Indien 
opinion. I am i\ad to inform you that the Right Honourable Hilton Young 
will act aa Chainnan and tho following gentlemen have consented to aorvo ' ' as members Of the Commjyiou:- -- .. 

ProfOIIBOl"J'. 0. Coyajoo, •. _,: 
Sir Manockji Dadobhoy, • , ,. · · , .. 
Sir Reginald Mant, :, 
Sir Rajenclra Nath Mukhorji, 
Sir Alemnder Murray, ., -
Mr. w. E. Preston, . . •• .. ,_ •. 
Sir Henry StrakGich, . .. 
Sir Purshotamclaa Thakurdaa, and 
Sir Norcot Warren. 

The Joint Secretariea will h9 Mr. Aiyar of tlie Indian Finan..; J>opartmont 
and Mr. Baxter of the India Oflice. It will he apparent that every care hu 
boon taken to obtain an independent and impartial examination of thia im
portant subject. The Com.mi.ssion will, it is expected, CJommence work next 
October. 

The-re ia one other important inquiry to which I mnst refer. The Govorn
mont of India recently appointed a Commi- which haa oomo to- be knOWJJ 
aa tho Indian Sanclhurat Committee.· Tho investigations of tho Committee 
will embrace, not only the whole subject of the beat and moat suitable moans 
ef training Indiana to holcl worlhq and eflioiently Bia Majeaty'a Commission, 
but also the queation of what meaaurea ehoulcl he adopted in order to attract 
the boat type of Indian yonth, in greater numbora than are at preaant forth
ooming, to a military career. I attach great importane;o to the onterpriae 
upon which the . Committee are embarking. If they are auccassful, it may 
be said that they will, to tho e:r:teut of their achievement, help India forward 
in the path of progroaa. The Commi- ia ~ repreaontativo of dilrorent 
branchea of Indian opinion, and I am glad to nota that in thia important 
inquiry wo shall have tho aaaiatance of the loader of tho Swarajiat Party. I 
muat oxprass gratification that he ia prepared to contribute to tho elucidation 
oi tho problema inYOlvod, but I ahoulcl not thiDk of oooking to - the im
plication of hia action farther than he himoo1f wiehod. Bia own otatemout 
of the reaaooa for the coune he hoa adopted should in m7 judgmant preclude 
any more extended inferences. 



· ··' .. The establlsbment of a Public Service Commissi011 ia bolna aotivei,Y punuocl 
in ,correspondence . 'lri.th the 8eoretar,Y ,of State, auol I bave e~ m,p. that 

. 'lt. ,;n ohortiJ' •ba pcaible to make ---t detailiDg ita ~~. 
ita ccmstituticm ..... a ita Jltf'........Z. . I . am a....., that peat importauoe io 
attributed. to tho ~mmission both b,Y the publio.and the ""'mb~ of,the Public 
Services. I beliavo. that it ,;n oonlirm for th-9. Servicoa tl!at aanao of 1180Ul'it,Y 
in the coDBCiontiou, diacharge of th$' dutie~ to which _the,)' are juatly entitled, 
auol that .it ,;n prorida "" independent auol impartial tribunal for the ·""" 
aminaticm of pieYancea, J. J>elieve also that it will be a visible and. coucreta 
gqarantee of tho principle, ou '!Fhich all ;cod government ia founded, that 
the ultimate object of administration is the interoat of the· State and the 

. lervica of tho public. · · ' · · · 

· • Amoug othu mattera of importauoe 'lri.th which my miad waa uaturall.Y · 
much .. p........,pied at.tha time. of my cdeparture for Eagland, though evq 
thG I 1'8"0f!Di•ed and welcomed tendonciea of a happier augmy, waa the 
situation relating .tc_l the ,..upoua ondowmanta of the Sikh communit,Y, and 
the various iaau81. connected with it; and during my abiOD.CB I watched the 

· proareaa of evonta wita keen and sympathetio interoat. It io a matter of 
peat gratilicatien to me that, on my ..tuna, I lbul that the m,p. of improve
ment in the situation haa b-. ..alisod or io in a fair W&.Y to be realiood. 
:Paring the whole OOUI'B8 of the events and oontroversie1 which have enpged 
public attention and somotimoa1 I regret to 1&,)', disturbed the public peane in 
the. Punjab, the. Qover..,.,nt of .tho Punjab and my own Government have 
bean animated b,Y a couatant and aiog1e d&lire to promote b,Y ~ .......,. in 
our power a &table, an equitable and a friendly aattlemont of all the mattera 
ill iooue, which aball do juatine to the chUms of all the inter81ta legitimately 
concerned and which, in pavticular, shall reatore the traditianal relation& 
of ;cod underatanding and mutual conlidenne batwesn Govarnment and the 
Sikh community, It is m,Y belief that thooe relations, glorious in war and 
" no 1e8l renowned " in paane, whatever mionnderat&ndinla bave ariaon and 
whatever unfortuuate incidents ba..., OOClll'l'ed, ba .... never in truth aulferod 
more than a pavtial and temporer,Y disturbance, and I welcome ever,)' pl'GIIpeat 
'Of their complete renewal and ·consolidation. 

The hnmediate and tanpble fruit of th01e changed conditions haa besn 
the enactment· of a meaaure b7 the Pomiab Legialative Council, •OD the motiOD 

of a private mamber belongiug to the Sikh Oommnnit,Y, and in the formuJa.. 
tion of which the Punjab Oovanmumt rendered ....._ which haa bean 
warmly aclmowledged, to regulate the managa....nt of the Sikh religious .an
dowmenta.. Thia measure has received so large, t.Dd I m&J ..,., so overwhelm· 
ina a prepanderanoe of support from tho inter81ta directly or indiractly con
cerned aa to leave no ~ of ita pneral aoooptanoe and it haa received the 
aaoont of the Governor General. Tba Government of the PDDjab ba..., token 
the opportunit,Y of the paaaing of. thio meaaure to make a generous ofar to 
thooe persons undar . detention in that Provinoe for certain ofon081 ariaing 
out of the agitation, and I trust that wise counsels will prevail in regard to it, 

o2 
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I count as one of tho p•lpable signs of a hopeful and anspiciou fntura, 
the recent conclusion, with the co-operation and auiatance in ·the necesa&1'7 
arrangements of tho anthoritieo of tho N abba Stat&, of tho ceremonial raiding 
of tho Sikh scriptnraa at tho Gangsar Gnrdwara in that Stat&. Tho poli07 
aorupnlously- observed b:V Government baa been to intarpooe no ohatacle, thoro 
or olaewhera, to the frao observance of religion&· ceromoniea in anch lii&DD\1' 
ao not to conffict witli other well eatabli8becl richta and lihertioa. · I will oar 
no mora 91' " subject which might revive. old controversiea than that I haw 
evorr hope and CODJidonco that, with the conclusion of tha - I !)ave 
referred to and the· releue of persons detained in the Nabba State, we may 
all now unit& to treat thil incident as a closed choptar. 

A Bill will be laid before you in the course of the present Session, tho 
object of which is to validata ouch of the provisions of tho Punjab Act as ara 
beyond the competence of tho local Logislatura, and I am· confident that a 
moaoura which offers eo fair a prospect of a pracf.ical and equitable oottlomont 
of a momentou and complR issue and which is snpportad by eo weighty a 
body of public opinion will receive aloo ronr ratification and endorsement. 

Much has boon achieved, anci we mar snrver with logitimata aatiofaction 
tho progress recorded, rendering duo acknowlodgmonta to tho oympathotio 
consideration and tho indefatigable labours of Bis Excellency Sir Malcolm 
Hailey and the Government of the Punjab, and to the common-sense, mutual 
forbea.rance and public spirit of all concerned which have made it possible. 
I truat that your doliborationa will complete a logialntivo oct which wiD not 
only afford a juat and aatiafoctory solution of tho mattoril it oxpresoly con
tamplates, but will also contrihuta poworfull7 to the f6.union and reconcilia
tion of divono aims in other opheroo of lntoraot which ... an have equally at 
heart. If we poraovero and redouble our off- in tho path of mutual for
baorance and undontanding, I hove ovecy coDlidonco that tho futura will 
crown our labours. · 

This concludes my observations on a review of aft'ain in India aa I find 
them on my return. ·My mn.in purpose in requesting your attendance to-cl8.1 
waa in order that I may address you specially upon the eventa connected with 
my visit to England. When I received the invitation from His Ma.jestTa 
Government to return to England, I gladly availed myself of it. ·I had boon 
in India over four ;years and had ooen """""'1 chanpa of Government in Eng
land during this· short period. A General Election in tha Antunui had jut 
tnatallod a now Government in office-tho fifth with which I hove had the 
privilege of oorving. It .. omod to me eminently deoirablo in tho interests of 
India, that I should toke tho opportunity for tho ftnt time alforded to one 
holding my high ofllco. During my stay in England I had many conferencoo 
and discussions with the Secretary of State, and I allo had the great advan
tage of representing the situation in India, aa I conceived it to the Prime 
Minister and also to the Cabinet. Toward& tho end of my visi~ the Bscretary 
of State made an important pronouncement in tha Bonoo of Lord& upoa 
Indian affairs. Tho spooch undouhtodly aronoed unnanal intoraot in Parlia-
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t~e .,..rat aitnetiOJi;;. 'iDaia. aince he liad ilaa1uDec1 hia high ot&ae;and it had 
....., deferrecl, uDtiJ. &ftu the -.Juaion of the ecm~ ......... with me: · In ad
dition,. it '"'•eaaBa_ a apecial attraction by ieaaoa of the- forceful pencmality 
and intellectual capaci~ 'ot tho Secretary of StaW. You will have obBOl'Vecf 
that His J:.~dshii> was car~ to &taW that he waa not announcing, or pur
porting 'to annoll;iiCe, -deciaiona or conclusiODS. · Nevertheless, it 'cannot be
doubt<id that 'his ~urvey of the situation formed an 'important event in tho
history of political, cleVelopment in India. It waa modo after cr.refill etudy 
of the problema and after full CODaidaration of the -.iowa which I had preaantod" 
in numaroua conferenceo aa the reoult of my experience in India. Tho apoock 
in tho Bouao of Lorcls waa followed almoo\ immodiatol7 hy a dobaW in th• 
Bouao of Commons. I do not know whether ma"7 of you have had the oppor· 
tunity of studying the report of tho debaW, which was of special lnWreet W 
India .. It ibowed, aa it appeart'ld . to me,· a growtng apprecia.tion and a 
~pathetic ucderatanding llf the complolritioa and clillicultioa of Indian poli
tical problema. 'You will have ptherod from the Parliamentary reports that 
the general linea of the pi'OIIonncoment were ·not aorioual:r challenged in the 
British Parliament. · I conf- thet I hve therefore....., -hai diaappoint.
ed; on a perU.l of reported apoochoo of political loadera in India and of 
nrticlea in tho public PrOOB, to lind that tho apeoch haa been received in acme 
quartan in so critical a apirit. The impreaaion on my mind ia :that ita im
Portance and value to Indhi have riot been auflicieD.tly appreciated. I look 
upon thit Secretiuy of State'i &ddresa aa a meuap of sympathetic encourage
ment to India, at 1uaot to thoao who are d..olrons of advancing to reaponaible 
aelf110"ernment within the British Empire. It u an amphatio indication that 
political opinion 'in En1land atands firm upon the doclarationa made in 1917 
and In 1919 without distinction of political partioo. . . . 

I aholl endeavour to place before you a survey of tlte aituation aa it 
prooante ~teolf to me »cla7 ... I trnst I am not too optiDiistic in my belief 
that a temperate exo.udna.tion of the probleiiUI in an atmoaphere. free from 
auapicion. and prejudice may load to more ........t and aincere co-operation 
and good,will from,.lndian politiciiUUL-· I .cannot hope to OODvi- all aoctiona 
of thoao who tak&.an inWreet·in public alfo.ira •. But if we are to advaneo 
lowarda a aolution of .our prohlome,. we mnst get rid of the elemente of hitter
DOOB and. auapicion, . which breed their evil progeny alaa I too rapic!IJ, and try 
whether th• •pirit, of good-will may not prov& .a oolvant for diflicultiea which 
have hitherto seemad to doty oolution. 

I would ask thOBB who may dilfer from me to bond their minds for o 
moment. towards me, and to weigh ohearvationa haaod upon tho experience 
., a Uf .. timo and applied to Indian alfo.ira b7 0110 who alaima to I.e devoted 
to ,India and her intareeta. 

I came to India charged with the duty of holpin1 to eatablish tho Reformed 
Coaatitution and of B88ilting the country along the road of advance mapped 

·---~ --------- .! .• -··-·-. 
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of the new policy had boon embodi~d in an. Aet of ~arliamont. It wao. =·, 
fortunate that this new. S)'lltem was launched at a porjod when the atmoaphera 
waa charged with bittorneu alld .animoeity .. It ia nnneceoaari to ·recapitulate 
the difficulties it encountered .from the moment of. its. birth. They are still 
freeh in our minds. It snflicO!I for the moment to recall that it met with 
de~ned opposition from oertain sectione of t&t. community; directed at 
finlt from without the Councila and latterly also from withiL Bmnember that 
this was a pewly-fasbioned Couatitntion-indeed ·a. constitutional eXperiment 
withont precedenl>-designed to meet the pecnliaJ!. complmties of the sitnation· 
in India. It had no doubt its imperfoctiona,. but·it,... the product ef deap 
thought and the outcome of a genuine desire on the part of the British Parlia
ment to give effect to the patriotic aspiratione of Indian political leaders and 
to initiate n. system of self-governing institutiona. Much of the criticism 
directed against the Conititution was clel\rly in the nature of B. protest against 
the refusal to grant complete eeU-govenunent at one atop. But the ranks of 
the critics were also swelled by thoee who argned that the eyatom did not 
ful&l the intention& ef its authors and auffered from ohril>uB defecte which 
should be removed. These charges deserved examination, and after three 
,years' experieni:e ef the new Constitution my ·Government, with the approval 
of Hia Majesty's Government, decided that inqniry should be made not with 
.a view to altering the structure, but for the purpoae of. determining whether 
.any meaaures could be devised whereby the system mipt work more smoothly 
.and efficiently. These problems were examined b;V the Reforms lnqniry Com
mittee, to whose labOUJ'B both my Government and' all those who are interested 
in tha working of tha Constitution owe a debt ef gratitude. I regret that the 
members ef the Committee were 1Ulable to come to 1Ulanimoue CODclusiona. 
The Majority have made a aeries of recommendation& which taken broadly 
.appear to be acknowledged as enggesting impr<mm~ents on the eDating prao
tice. They are fashioned with a genuine desire to improve the preeent 
machinery. I do not of couree claim for them infallibility or deny that they 
must be examined in detail with some care.. My Government are prepared 
to accept in substance the view of the Majority thBt the Constitution should 
.be maintained and amended where necessary in order to remove defecte in ita 
'Working on the linea recommend&d by them. · My Govermnent cannot ·at pre
Milt commit itself to all individnal recommendations 01' to the form or method 
by which they ehould be carried into· effoct, inaomucb as there bas not been' 
nl&cient time for fnll COIUiideration ef them with the authorities coaoerned 
or even by me with my Conncil An opportunity will be alforded to th; 
Legialature for debating this policy and every consid-tion will he given to 
the views presented to us before Anal concluaiou are reached. . 

The Minority, consisting of gentlemen whose views are entitled to receive 
and have received, the moat careful examination of DlJielf and my Government 
and-let me add-of Lord Birkenhead, have stated that they have no objection· 
to many of the prop~a~ of their colleagues, but they were unable to acospt 
the ~port ef the MaJority hecauae thoy desire to p.,.._ more rapidly aud 
by diferent methods. In their opinion no anbetantia! results will he prodaoed 
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117 the process of amendment of defect.. recommended b:y the lll:ajorit:y. Briefly, 
the lll:inorit:y &&k whether the Oonatitntion should not be put on a permanent 
baaia with provisiou for automatio progreaa in the fntnre, and the:y are in 
favour of a system of Provincial autonomy. Tho:y preu for an early inqui:r:y 
with a view to fulfilling th- oapirations. To the aubjoot of Provincial auto
DOIII:f I shall return later. It. is aullicient to sa:y at this atop that the lll:inorit:y, 
mindful of the terma of rafenaca, ao not :11-t it as a praotical and fall:y 
CODiidered ochemo; but COJltont tbameelvea with putting it forward aa an icl.oal. 
Tho -eteps for ita al*afmment clearly ·aemana furtbar invoatigaticm. In etfoot 
$hareloro the recommendatiODS of tho :Minorit:y amount to " domend for an 
early and authoritative· inqui:r:y with a view to a revision of the CoDititution. 
Tho iaouo at the moment hetwoen them and tho Government of India is largely 
one of time for the appointment of a CoiDIDiaion. · It baa been laid down in 
tho _Government· of India .Aot that in 1929, that is in four yoaro from the 
p.-nt time, thare muat 'be a full inquirY into the CoDititntion such aa the 
lll:inorit:y. doairo. But tha lll:inorit:y - that tho:y wish the mqlrirt to take
plaoe at an early date. ·'I underatand thair impationell, 'but my Garornmant. 
and l, after inoot · earofull.y weighing their vian, have :reached the CCJDduaion. 
tbat the moment for an mqnirt hoa not :yet arrived. . 

- -- . . . --. 
r,. I . 

·Tho mquirt contemplated b;v tho .Aot will bo .a genuine and an impaniar 
inqui:r:y. Nothiog will bo prejudged._ It will proooed upon the facta of the 
aituation as aacortained ·upon the, evidence produced to the tribuna.!. .And 
horil I muat ~emind :Yon of tho warda of the preamble to the Government of 
India Act, which have aJroad;v .hoon quoted by the Seoretaey of State: ".And 
wheraaa tb8 action. of Parliament m ouch matters muat bo gnidod by the co
-- ncoived from t.hooe on whom new opportnnitiea of earvice will he 
oonferrod, and by. the -• to which it ia found that confidence can bo 
rapoHil in their 80DIO of reapouaibilit:y."_. If thooe are to bo the principlea 
to gnide the eamm;.ion to ita judgment, I e&llDot think, aa a friend of ludia, 
that it should commence ita inquiriea immediately. U the judgment of the 
British Parliament were :to be prQnounced upon the preaent evidence, I fear 
that it could but result in .. diaappointment. I have not abandoned hopo that 
aa tho da;va proceed &vidence of a apirit of co-oparation ma:y yet be forthcoming 
from that largo OO>CtiOA of politica,I opinion which hoa hitherto etood aloof, 
and that it ma;v be manifeated that tba political attitude of thoao who have 
hitherto declined t,o shouldar an:y reaponsibillt;v ma:y nndeJp a chango. I 
bow that thara ia a oohool of thought in India which preachea ira n=at!y 
that Dothiog ia to 'bo WOI1 from England I&TO b:y force or .threata. Believa me, 
that ia a profound mistAke, and if persisted in, canuot hut embitter th• 
rolati0111 of the two oountriea. Tho Reforma took their origin in England iii 
a apirit of good-will, not of fear, of optimiam, not of opportlllliam. Tho his
~ of the last few :yeal'll baa damped the hopea and dimmed tho expectationa 
of man:y of thoeo in England who wish India well. But thoee hopea can bo 
rekindled, thoao expactatio111 can bo ...,_ted, if India showa the band of 
friendship inatoad of monaca. 
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But while I am sure that the present wou14, be a most inappropriate moment 
to hold the statutory inquicy', I wish to re-emphaaise what waa made alnm" 
daatly plain by the Searetary of State iu hie ~ that there ls no special 
oaoctity attaching to the year 1929. The .....,....,;nation of tho Ccmstitution 
may take plaoa at auy time, uot later than 1929, when the British Government 
are persuaded that there has been genuine co-operation of the responsible 
Indian political leaders in working the existina Constitution, and when aufll
cient experience of theae now and still largely untried conditiODB haa been 
gathered to form the haais of a considored judgment and to anahle propooals 
for the future to be made with eome confidence. Is it not worth while to make 
a real attempt to wipe out put controversies and to unite in au effort to teat 
the aystem at present eatablishedP In the Secretaey of State's word&-" We 
desire and request good-will, nor ahaU we be DiggardJy bargaiuera if we meet 
with that generous friendship which ia near and dear ·to our hearts." The 
deaire to help India along the road iudicated remaiua unchanpd throughout 
General Elections and new Administrations. I had opportunitiea of discusaion· 
with macy leaden of political thought in England of varied political viBWB. 
Throughout I waa impreaaed ou the one baud by the aympathetio good-will 
manifeatad towards India and Indiana genera~J7, and on the othar, by the 
determiuation not to be hurried by threats iuto premature conceasicma. I 
have long been confidont that it ia through friond)y C<Hip8r&tion alone that 
India will advance to the ultimate goal deaired. ·The events of the :recent 
yean and my visit to England have aarved to confirm this. view. I meet 
earneatly commend it BB a policy to the Legislature and to the country. 

I helievd that the preaent moment ia specially ·favourable for a combiued 
etfort to work the Ccmstitution. Siuce the Committee reported, two now 
fo.ctors have auperveued which should be an encouragement to a new departure; 
and are well worthf of your consideration. Amon1 the maUJ handicaps under 
which the new system has Suffered, none perhaps waa greater than the finan
eial stringency which dogged ita early years. In administration a policy with
out 1'81011J'C8B ia barren. Too often tlie Miniatera found that from lack of 
money they could uot give etfect to their idaaa in the field of government 
tranaferred to their charge. Hampered by financial dilllcultiea they were 
expoaed to tho criticism of having achieved nothing. Fortunately, tho period 
of financial stringency, the legncy of the WarJ seems to be pQsSing away. 
This year my GOV8l'DIIl8llt haa beau able to make a notable begiuniug in the 
remission of Provincial oontributiona, and thereby to place at the diapceal of 
v~riona P~ncea additional ~~· a Ia,.P part of which it may be hoped 
will be available for the ameliorAtion of social conditions and for nation
building activities-in short for those branches of the administration which 
&ave been tranaferred to popular control. I trust thet theae uew reaourcea 
will strengthen the position of lltiniaten. 

There ia o11e other chenge of importanoa which I muat not omit to ·mention 
T_oonfeaa I have been surprised to find that so little public attention haa b...,; 
d1reo~d ~ one nf th~ propOSllls of tho Lee Commission, the practical etfect 
of whtch w11l ooon bell'n to make itae~ felt. It had been one of the complaints 
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of 1liDistera that the Orpniaation of their superior oorri- thioagh which 
their departments were administered 1ay not in their banda, but in those of 
the Secretary of State. It waa the latter who recrnited them, and who deter

. mined their ratea of pay and their numbera. We are noW takiDg atepa to 
give effect in this reapect to the principle laid down by the Joint Select Com
mittee of PaJ'Iiament, that 1liDistera should have the fuDeet opport;anity of 
managing tha1i leld of government which waa entrnated :W their care. Jl.&. 
cruitment by the Becretar7 of State for the Indian Edac&ticnual Service, the 
Indian Agricultnral Serrioa1 the Indian Veterinary Service, the Bnildinga 
and Roada Branch of the Indian Service of Enpneara and in Bombay and 
Bnrma for t-he Indian :J!'oreat Bervioa haa ceaeed. In these important branchee 
of the edminiatration the Miniatere will be anthOriaed to start bailding up by 
,.,... recrnitm&nt their Own PrtmDcia1 ~. ·nbject ~ to ll1lCh reetrio
tione aa u::perience ahowa to be 1lOC8I88I'Y for aafegnarding the integrity, the 
independence and tha emci- of Publio Sernc.. ·The prohlem presented 
by the Indian Medical Servioa ia. more dimoult, but here too the prinoiple of 
establishinc Provincial Medical Services hao boon accepted, subject to certain 
conditions which ·are still Under cortaideration. The combined eJI'ect of the&e 
chiUigel! will beCome increaaiDal.r apparent every year, and I om aura thala 
what oeema to me at preoent to be an inadequate appreciation of their import
anoa will rapidly diaoppear. I cannot - from th010 ·oiJaaryatiODB on tha 
future of the Servioaa without placing on reoonl 'l1l7 high appreciation of the 
loyal IIBSiatance which haa boon rendered by the membera of the Serricee and 
rill, I am convinced, continue to be rendered in the working of the new Con
mtution. Without their help, dimcu!tieo already oerioua enough would have 
"""' stupendous, if not insuperable • 

. . For the 1'8880118 indicated abeve, I believe that the eyatem of Dyerchy 
rill be found to work in future more emciently and smoothly, and lllinistaro 
rill in· th010 rupects no longer have the oemblance of ground for complaint 
bat the power and reoponoibility antrnoted to them are impaired by other 
n1luencea. In any event, I have no doubt it is ~ early yet to pronounce & 

iDa! verdict oa to failure or 1111CC81111. On a careful aurvey of t!ae whole eituo.
ion and study nf the reports of the Local Govenuneato I coma to the conelu
ion that Dyerchy, whatever its deficiencieo mey be, hno so far proved mare 
11ccessful in. ita operations than some of its friends and most of it. critics 
ould have t"Pectsd. We ohaU be in a far better pooition and in a oompara
ively short time to form a final judgment, if the oyatem ia worked in the 

- with geuaral good-will and ---· 
In a notable paeoage in ·hio speech Lord Birkanbead diaclaimed on babalf 

f the British Parliament any monepoly in the an of framing Cenotitutioua 
od he invited Indiana to contribute, if they could do oo, their own solution. 
le invited them-to quota hio worda--" to produoo a Cenotitution which 
uries behind it a fair meo.aure of general agreement among the great peoples 
: Inma." Be gave the 1181uranoe that auch a oontribution. to ou problema 
ould Dowhere be r010Dted1 hut would on the .........,. be - carefully 
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examined 1>7 the GovemmeDt of l'Ddia, 1>1 himself aud 1>1 the <Jommiuiou whOD
ever that l!od7 may be aaaembled. Tho time wbicli may elapoo before 1'6-

examinatioa .of the Constitution, whenever that may happen, ·could not be 
better occupied by public mOD iD !Delia than by devoting aerioua practical 
thought to th- problema. The British -le, workiDg ou their cnm esperi
...... , han oot up iDatitutiODs iD IDdia baood OD Western models. The ~ 
tiODS of l'Ddi&n politicialls, as I UDderst&Dd them, are clirected towards the 
eatabliebmmt of responsible aelf.govermnODt within tho Empire as the ulti
mate ,goal. Responsible self..govermnont baood, "!' ParliamODtery iDstitutions 
ia tho product of Western tho"'ht and oxperimco. It ia often contended. 
that we are oooking to arrive at the final destination by imposing ideas on 
India which are ali8D to its geuiaa. We are not wedded to our cnm Particl!lar 
lllethods of attaining our object. Whatever may be .Propooed will be the 
nbject of most careful examination by the Qovermnent of India, and even.:. 
tuall;y by the Commission before it ia submitted to tho British Parliament. 
Tho Co!DDiiasion should know whether there ia any general consensus of opinion 
among tho varions classes and ccimmunities of !Delia as to the direction in 
which the developllleDt of oolf..govermneDt within the Empire should be sought. 
Should we perseYere in our propoood ooUJM or ia there an alternative line of 
adviUICO which would be more iD accordiUICO with l'Ddi&n id- and would 
...,ooive tho support of tho nnmerons interests CODD&rDed P Jl any alternative 
methods are to be suggested, muc'h hard thinkina ia required. Constitutional 
problems are not solved by a phrase. Acconnt most be taken of nnparalloled 
complesitiee-diversities of race, diversities of religion, strikin& diversities of 
iDtelloctual development and a social _..uation which ooparatee classes 
with a rigidity unkncnm iD any other great country. It must be kept steadily 
iD mind that it ia a primary duty of GovemmODt to provide ooonrity agaiDst 
external aggression and to preaerve peace and order within ita territories, 
and in India it is imperative that adequate meana should be devised for the 
protection of Minorities. No greater problem ill. aelf-government has ever 
bean set before a people. No problem has over more ..........Uy required accu
rate and practical thinking 

There are many iD IDdia at tho p._.t mnmODt who hold the solution 
lies in Prorincial autonomy. The principle that local affairs shculd be ad· 
ministered by Local Governments is one that commnnds general acceptance. 
But if we are to avoid disintegration-a danger that tho history of !Delia 
eonstently emphasises-there must, in my judgmsnt, be a strong Central 
Gov&rDIIlODt capable of ezerciaina: a legitimate degree of supervision and 
-control. Tho rslatiODs of snch a Government to a number of ......ailed auto
Jlomons Provincial Governments how not yell b- thought out. It can 
scarcely be contemplated evOD by tho most ardent friends of Provincial 
autonomy that there should be nine or more, .and as some contend many 
more, separate and independent Prtnincial GoverJ1Dlenta entirely free in all 
<liroctions from auperviaiou and control. Before any schsma of Prorinoial 
.autonom;y could be established, the funetions that should be entrusted to them . 
and the degree of superviajon and oontrol to be uercised over them must be 
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uplored with patience. Here ia An nnlimited lleld of work waiting for thoae 
who, like the Minority of the Reforms Inquiry Committaa, believe that the 
preaant Constitution must be radically ·amended. Meantime close contach 
with the practical workiDg of ~e p._.it JI!Ochipe will provide a ueoful ,_ 
MOtive apiDR too -• an ollamion with tloeor;r, which hiator;y a1unra to 1M> 
a danger ever lurking in. wait for tho dmfter of Cooetitutious. 

Before I clooe I would draw atwntion to•an attitude notUDcommon among 
politicians that ·the progr""""' And conditi0111 of advance laid down in the 
preamble of the Govemment of India Act are a humiliation to India in thah 
the puBCiiption of IIUilcalsive "'- and tho Meting of Mcll etage by neulte 
ia a re1lectioa OD· the ·Capacity of Jndie.ne Be it remembered that we are 
eugaged on a problem new to India and now also to the Britioh Parliament. 
I thiDk the natnre of tho problOJI! 1>8 it preaente itself to the British people Ia 
not fully appreciated by those who eltpreeo themaelvea aa humiliated. They 
1181111118 i;bat the path to aelf.govermnent Jiee al011g a broad metalled rood, aud 
that if they aould GDb be fned from tho iu>pedimente and reatt.ictioolo Qn
poaed by the ..-t form .of _....,.._, they could ZUD aafely, >:apidly ....a 
dmictly to thair pal, To J1J¥ mind the problem preeonte iteelf UDder a dilfer
ent figure. I thiDk rather of a man pickiug hia way through nneltplored 
re&iona towarde hia deetination which gllmmen faint, but clear Ia. the dist&Doo. 
He halls on lirm ground and aeeka tho next 1111® to which he O&D eofely mtruot 
himllelf.. A rash nep ma:r mculf him or dela.:r bio progreeo indefiaitely. His 
adva~~ce ma:r not be rapid, but it II well and turely planned, .A,a he advancee, 
uparienco teachee him to diatinsoish more certeiuly aud quickly the llrm. 
aronnd from tho treacherous aurfaoe. And ao he wina to bia ultimata goal, 

· ·Gentlemm, if I ma:r atrike a peraonal uote, the -tara~ tarm of 1117 period 
of o8loe is.rapidJ:r approaching, and 1117 future opportnnitiea of addreeoiDg ;ron, 
the Membere of the lmlian Lfliolature, must nOilOIIIOol'il;r be few. I have 
apoken to you to.d1>7 from tho conviction of 1117 heart-I trust without rousing 
a tinp of bittarn- ·or animoaity. I hove ezpresaed to :rou the thoughte of 
one ·who,· whatever miatakee or errors he may have committed, baa a warm. 
afteotion for India and ·• dMp devotion to her ·lDtareato. For theoo raaaona 
I have. bean deairo• of .....,.U.C :ron with me aiOIIg the only avenue wbicb, 
in 1117 judgment, oau lead to the Promiaed Land- tho proud hoipte of 
·lndia'a destination. lt ia m)" earneat prayer that India, with the co-operation 
of all of UJt-<>f fiVer)' orace, commnnit;i and intereotr-thet wish her well, mA)" 
aYOid the pitfalla that beoet her path •and win through to tho coai w wbiol> 
her ..... iaaet. 

' 
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Pf'US., Oommunio:u•. 

On February 17th Jut the Government of Indi,. published the co1'1'811pon~ 
enO<o which had paaaed between them and the South· African Gover~ont 
8111oe April 8th, 1926, regarding the Indian qu811tion in' South Africa. The 
papers tbau published ahowed that tba Go- of India, being sra't'el7 
concerned at the aeriee of ordinanrea curtailiag IndiaD ciVil ·aud -economic 
rlgbta and privileges reoently pa&llad in South Africa, took tba initiative In 
•uggesting a conference between their repreeeutatives and representativea of 
the Union Government as a preliminary to the formulation of a comprehensive 
Indian policy in South Africa which would alford all lieceptable solution of 
the whol& question. The Union Government, however, aaw difficulties in· the 
n:y of accepting tbio auggeotion and decided that a preferable conroe wao to · 
put forward in the form of a bill the alternative propoaalo for daalin& ...;th 
the Indian queotion which they fa-.oured. Thia bill, which ia known u the 
Areao Reoervatioa and Immigration and BegiltratiOil (l!'urther Provision) 
Bill, wao introduced into tba· HoUle of Aooemb)T laat Jub<. In ·order to 
pleoe tba Goremment of India in a pooition to appreciate tba ·cil'CUIIUitonceo 
which had lad up to the bill and to make rep,...ntetiona regarding it ,.;th 
•pecial reference to the general queoticn of alleviating direct competition 
be-tween Asiatica and Europeans, they ~agreed that the .. Government of India· 
'lhculd send a deputation to South Africa to enquire into and report on the 
-onomic ooadition and general position of the resident Indian. commanity 
iD South Africa and to form an appreciation of theiJ' ,.;qea and requiremanta. 
'The deputation sailed on November 25th, 1926, and ita preliminary report was 
received in India aar!T in .Jan1181'1. On the beeia of the facta diaclooed in 
tnt report, tba Government of India felt juotilled :in renewing their propoaal 
for a ronad table conference nod preeoed that, jf that propooal waa etill 
IWlllcceptablo there wao & cue for a fresh enquiry before the proposed legis
lotion was proceeded with. Neither of these suggestions commended them
eelv~ to the Union 'Government, who, however, upreased their willingneas 
to IPVe the GoverDJDSllt of India an opportunity of placing the cnse of the 

( S"4 ) 
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J:.ulia'}.' community in South Afrioa. fully before them by ofiering to take 
tbe, oo.lrs. of propooillg the ref....,.ce of the Areal Reoervatiou Bill. to a 
Seleali Committee before, inlteed of after, the aeooncl reeding, in order thai. 
the Indian objeotio1111 to the Bill might be heard in reopeot; of ito prinoipl• 
u well ao of ito detailo, .Thia ofier the Government of India accepted, and 
tLeir deputation appa.arecl before the l!elecli Committee earq ia March and 
_&,r-w the Indiaa caoo agaiaet the Bill OD broad groundo of prinoiple. 
Tn the meantime it appeared from *ha repon of the epeeoh in which the 

- lltiniotor of the In*erior had moved that the Areal Beservatioa Bill be 
referred to a Sel""*' Committee that the Union Government were pouibl7 

.. -t:nder oome miaappreheuaion -regarding the attitude of the Government of 
-!IIdia towarde a round table conference. They therefore- again addreeoed tho 
Union Govermnent pointing_ out that they were aa anxious aa ev.u: to 

·.participate in a round table conference and had no duire to limit the eoope 
af ita discu.ssiono in the manner- which the Minioter eeemed to liDppooo. In 
r<opq to !ihia communication -~ :Union Gcvernment atated that *he,y were 
J:lepared to take auch atepo u ~ atill at their dis~ to keep the door 
o:>on for a fnrthor eonaideration of the Indian fJilution provided that they 
had an -1II"IUIC8 of *ha probabilit)o that the problem would be reo1l7 and 

· afiectively solved through the inatrwnentalit)o of a conference. This evidence 
that the Union Government 'Were no longer avene to the idea of a Conference 
on certain terms was welccmed by the Government of India who expreuod 
1hemaolvea as equaJI7 anzioua that the conference, ff arranged, ahoold I'IOt 

provo abortive and preued the view that the risht method of arriving at a 
roal and efiective solution of the Indian quaation would be for both partioa 
to .enter the oonfenmce without being oommitted In advance to any particular 
eolution of the quoatioua at iaaae. The,y mggeated that the UDion Miniaten 
~rJgbt confer informally with tJu, Loadar _of the Indian_ deputation in order 
to ucertain whether *ha obataclea in the wny of. a oonference ooold not be 
o•ercome .. The augggeated .couvereationa took place at Capetown earq in 
.April and ,reeolted in a better nnderatandin11 and appreciation- of the 
Hllpective <points· .. of .view. ·,and diflioulties of the .two Government&. 'Ihe 
tlnion Government have impreued upon the Government of India that puhlic 
opinion. in ·South Africa· .. would not view with favour aJ11 .settlement whi• 
did not hold out a -reaeonoble prospect; of aafeguarcling the maintenanoe of 
.... tern- atandarde ..t ·life ,by jnat and legitimata meana and on this bW. 
he-.. agreed to en.,... a. oonferenoe the reoommendationa of which will blo 
aubjeot to confirmation by the Governments of both 001111triu. The,y have ahoo 
a;reec1, BUb,jeot; to *ha approval of 'the UDion Parliament, to -tpoue further 
pl'Ogresa with the Areas Rueryation Bill untij the reaulta of the conference 
...., l'Tailable. _ The basis on which the conference will be held is embodied 
il> the following formula wh~ haa been accepted by both Governments : . 

" Tho Government of the Union of South Africa and the Government of 
India ·have been· further in ·COmmunicatif?D with· .each other regarding the 
beat method of arrivinll at an .amicable eolntion of *ha Indian problem. 
The Government of tha Union haw im~ upon. the Go"lorlliii8Dt of India 
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that public opinion in South Africa will not view· with favour an:r sottlemon~ 
which does not held out a ressonable prospec1> of safeguarding the maintenanoe 
of Weetern standards of life b:r juat and legitimate meana. The- G0vermaent 
of India are prepared ·w ...u.t in uplori..C all-pooaible. m<Rhods•of·settling 
the Asiatic question and have offered to'· ·R~r· inter a ·conference with. the
Union Government for the purpose. AD:r proposal that the Ooaference might 
make would be mbject w confirmation b:r the Governmenm- of" the ·two 
eountriee. The Union Government have aocepted the offer -of the Govern
ment of India, and in order to enaure that the· conference should meet· under 
the beet auapiceo, have decided, auhjeot w the approval of. the Select -Oom
n:ittee and Parliament, not to procsed -further with -the Areas RMenation 
and Immigration, and Registration (Further· Provision:) Bill until the reeulm 
of the conferellCI are available.•' 

It ·is anticipated that the Confereliee wiD Uke plaeti before the end of 
+.he year. The Indian deputation whose aotion has largely contributed to the 
better undentanding of the problem on both sidea, which is 're!ected in the 
present position of the queetion, wiD sail from Delaaoa B1Q' on "April 28th 
by the S.S. "Xampara!' ' ... .. · ·' · · · 

I •''' ,.o 

F1JIITIUEa' OOBBB8POKDBNOB Bn'WBUf TBB ,QoVBBMJIBlft -- IHDIA AND S'BB 
GoVBIINJIBH'll OP '1'llll Um:oN o. SoUTH MaroA a•ABDmo 1'1111 P08JI'I.O:N o• 
lNDLlNB IN SOil'rB AftlOA. 

·-Telegram to tho Go~emor-General of South Africa, Oopetoum, :r'fo. ~86-Ui., 
dated Delhi, tho BOth Feln-uo-ru 1926. 

Government of India understand from reporm which the:r have reooiYed 
that the ll[inioter of Interior in hie tpeech moving that the A.reao Reservation 
Bill be referred to Selec1> Committee before. aecond reading stated that th& 
Gove......- of India had been informed by the Union Government that, 
while the:r were not opposed in principl& to a Bound Table Conference, 
the dilcusaiou must include queation -of waya and means required to make 
t-he scheme of vuluntary repatriation of IndiiUIJI more effective. ·Had Govern
.,ent of India agreed to this point being. iaclnded in agenda Round Table 
Conference would have been held. Bnt oa we did not see our way w agree 
to discuasion of this particular point, Union Government could not n.gree 
to conference. 

lt. It Dr. Malan has been correctly reported, we fear that thens hoa been 
some miounderotanding regarding our attitude on this point. In our tele
gram, dated October 9th, we made it clear that a conference of which the main 
oLjeot W88 to upadite Indian repatriation was not contemplated b:r no. We 
n""'rtbeless indicated that we were prepared to diooua the working of the 
existiq 8Yf'tem of voluntary 1'8J)&triation and maintained the aa.we att.itude 
in anbeoquent oommunicafliono, We haYe- refuoed to iaclnde the ques
tion of repatriation as above daooribed within the ocope of dilonaaion of· pro-
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poaed ~nference. We are aa alll<ious aa over to participate in a Round Tabla 
Oonforelco which 1V0uld include repatriation queation limited aa above otatecl 

~thin i' scope. . . · 
•. • 8. We abould bo very grateful if Miniator of Interior 1V0uld take an aarq 

· opportu.ui~ of llispelling the misconception to which, we fear, hie speech m11o7 
have givon.riso. We nnderataDd tha~ tho "Oapa Timeo" ill a loading anicle 
onl!'obrnary 18th hao ~ taken tho poill~ that tho attitode of tho Govern
~~ of India ia musiD& to diaouss ft!untary repatriation made tha holdinc 

. of . conferonoo impoooibJo!. Wt~ are - anzious to _,... aa unprejudiced 
reception for. the otatamont which our repreoontotiveo will sllortly make 

· before tho Soloot Oollllllitteo and are confident that Your Exoellenoy's H.ini• 
•tMa 'Will understand OUr dooire to remove any miiapprllilonsion which mlght 
pOBBibly prejudice publici ophilon against the oaaa which they will preoant. 

'" ' ' ,· ·. · • I '• .1 '-, • . 

'I.,:·· .. 
...... • .• (21) 

2'elellf'lm /nm flo Go.-~ of 8oofT& .4/rieo, CaJH'fo.,.., doted W 
. . .• · .z~ (,...eieed Zlfl) MaroA 1916. • 

· . Your Hlogram datecllllth J!'ebruar,r. 136-0rereeaa. My lllillietore dooire 
·to state that in their, .opinion no discrepanciea uiat 'between the atatementa 
of the lllinistor of the Interior in the Aasembq to which you refer and the 
actual course of negotiatio~ aa revealed in the published correspondenoe, , 

Reference to my ·talegr81111 dated 16th June 19211 and 24th September 
1926 must ill their 'View .remove all po111ibla doubta. It was clearq the 
aUitode of. tha Union Government thd no confaranca, however raatriotecl in 
aoopa, ·waa paaoibla 'Ulliaoa soma definite p~ waa held out baforelumd that 
if. wonld .....W.~ ia a conoiderabltt reduotion of the Indian population. They 
further claarq illtimatecl that they waicomad tontotive and provioional pro
pooala to tbie elfaot and that their attitude 'lrith reaard to holding of a con
ference would eventually depend upon the natore and practicabili~ of any 
l'eiJIItUflf.ion scheme derecl u a basis for further Jiscus&Ji.:Jil3 at POl·h con· 
(erenoa. They evan want 10 far as to auggaet the particular form of additional 
inducement& which, 'lrith the aoalstanca and oo-oparation of Government of 
India, mlght be offered to Indiaaa as a pan of auch repatriation achema 
tJaaideo agreeing to illclaaion of u least one other important aapaot of lndiall 
problem which had bHn put forward by your Govarnmalt witbill I'&Dp of 
propoaed c!Dnference. 

It waa onl,y after the Oovarnmant of India had intimated ill your telegram 
of 8th Ootobar 19211, that they did not intend to azplora poasibilitiee of more 
daotiva repatriation with the object of brillsin11 about a considerable 
reduction of tha Indian population but 'lriabed maraq to confine the1111elvaa 
to. helpful suggestiou ill oo~ion with tho u:istin11 repatriation (achame P) 
that further .attempt& on the part of Union Government to arrive at a aatf&. 
factory baaia for ·a conferenoa ware dropped. My JCmiatora accept the 
oaauranae 4!zpr81108d. in the -.1 paragraph of your telegram that tho real 
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attitude of the Glmll'llment of IDdia hae been misunderstood by them./ They 
also note that according to Your Excellency's telegram, dated the 26thcNovem
ber 1926, it waa clearly the intention of that Governmant to put forward 
dolinite propoaala in oonnection with "'P&triation after they had couiderad 
report of their deputation to the Union. Under thaee oircamstanoea my 
Ministera wiah to asanre the Government of India that, provided the;r oould 
be made to feel that the;r have the necessary aaaurance of the probabilit;r that · 
the problem will reall;r and effectively be aolved through inatrnmentalit;r of a 
Confmmoe thne &If~ them a real beaia for .........,tiDg to a round tahle 
confmmoe, they are prepared to take aach otepa aa are atill at their diapoaal 
to kEiep the door open for a further consideration of the question .. 

They trnat. thet the Government of !Delia will realise that the progreae 
of the Bill through Parliament oannot be hejd up un1- such oction C&ll he 
clearly jnetified to Parliament and in the eyes of the people of South Afriea 
by nature end adequeo;r ef the aeaurance given nnd therefore unleaa Miniotera 
are enabled to point to aome ver;r definite and anbatantia1 prospective results 
to he anticipated from proposed Conferenre they cannot contemplate the 
possibilit;r of agreeing at this stage to holdin1 of such a Conference. . 

The Government of India will therefore nnderatand thet tlie auistance 
eo far offered by them in connection with the eyotem of repatriation at plW8Dt 
oUta.ining is- for the purpose of formulating a satisfactory basi• for a 
Conference altogether inadequate. 

Telegram to the Goo.,.,..,...Qenfflll of SootA Africa,, Oapsto.,.., No. 157-0s., 
dated tho S6tlr. Marcr. 1926. 

Your telegram dated March lOth. We hove not yet oeen text ef apeech 
delivered b;r Minister ef IDterior on Februar;r 17th, and are therefore glad 
to receive assurance from Your Ezoellency1a Government that it waa in no 
way discrepant with the actual course of negotiations. 

2. Yoo.r ExcellenOJ'•a telegram makes it clear to us that Union Government. 
are not avena to idea ef a conference prcmded thet they are aatiafled 
that nob conference will hold out dolinite proapool; of loading to real nnd 
effective solution of Indian problem. We appreciate desire of Your E:s:cel
lcncy'a Ministers to obtain assurance on th.ia point and to find ,. formula 
acceptable to your Government and mine aa basis of Conlennce which would 
enable diOCUBSiona to he initiated. We onraelves are eqnelly auDowi thet 
if a conferenoa takeo place, it ahould not prove abortive or lead to misunder
standing and it ia with thia object in view that "17e desire that there 
L'J.aould be no misapprehension about our own attitude. As we explained in 
our telegram of October 9th, we are unable to agrea to enter a conference of 
which the objool; would he to olfool; a conaiderable reduction of the IDdian 
population and we atill adhere to this opinion, ID our view the right method 
of arriving at a real and effective solution of the Indian question would 'he 
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for ~ partioo to enter tile CODf........, without ·beiug committed iu adv...._ 
to any 1\anioul..- solution of the questions at i1111e. We ou1'881voo obould enter· 
ouch a Cbllference with tile ainoere intention of discUBSing frankly with the 
t:nion G~erDJD9nt all poaible methods of settling the Aaiatio question, of· 
understandl1,111 the difficulties which have led to tho present poli01 of Bonta_ 
Africa~) 9overnment. 8DCi of explaining our own di.f&culti• iu ocquieacing in., 
tilet poU., .aiul tho objeoto which we haft iu view. In tile atmoophere ot· 
better Jlllltual imdoi-otandin1 which we beli..,. this u:chanp of 'riewa will. . 
..tablish, We are hopeful that agreement may. be l'ODdered p011ibJe 88 to.. 
gonoralliuoo' oli whicb,. question can be finally oottled. 

8. As preliminary· step we would sugaest that Union .JWniaton might.. 
co.._t tO CODfer iuforJII&!4> with Leader of our deputation with a 'riew to.. 
118C0rtnining whothor obotacloo iu way of CODforeaco ........,t; be........,_ We, 
o:umot of conrae agree to iuvoot Paddison with plenipotentiaey powera to aot
on our bobalf and any arranpment suggested after consultation with Your· 
}l;:zcellenOJ'•.Ministera would be subject to our OOJ:llrmation after receipt by ua .. 
of his ropo~ and after discuaaion with him. We are impressed with dillicult.r 
of arrivin11 at nnderatandinJI b;r telegraphic correspondence and.it is on this.. 
....,unt tilet we pro- pereonal discuaaiOD aad have always held tha'
·conference alforde most hopeful method of dealiui with this quootion. 

~ · In the event of ngreement being rilaohed regarding Couferonce, meetinp. 
botween repreoontatiVOB of this ·Government and of Union Government might .• 
conveniently· be held; either formally or informally, at time of meetings iu~ 
October nezt of Imperial Conference or, if necessary, at an earlier elate. Wa·· 
........., that progrma with rop.rd to pendinilelliB!ation would be held up untiL. 
Conference has had opportonit;r .of diocuaaing question iu all iao beariup. 

(~) 

2'olooram from th"o Govo.....,..Q.,.erai of South Africa, doted tile l8t11 r•c•i••4 • 
l4tll) .April l918. 

In repl;r to ;rour tolegram, datod 26th lllarch, 267.0.., m;r lWniaton d..U.. 
to infi>rm Government. uf Indi• that in compliaace with their requeat the . 
Prime Ilfiuister aud the Ilfiniater of the Interior have informali;r conferred 
with Ilfr. Paddiaon, Leader, aad Ilfr. Bajpai, Saoretary, of deputation aud that. 
convenatioDB have undoubtedl;r resulted iu • mutually better underatandin&. 
nnd appreciation of i-espective points of vieW' and difficulties of the two ~ 
GOTerilmentli~ 

2. I1f;r Ilfinistero do not oouaider the divergence in poiut of 'riew or the--. 
cliliieulties ao great th•t it obould be deemed im-Dle to fiDel a eatiafactory 
bnsis for formal conVersation•, which might lead to an amicable aattlement, u .. 
long ao It remaina understood that such converaationa oball on both aidea be. · 
entered into and conducted with aincere desire aud intention to ~perate in 
finding a roal 8DCi elfecti.,.. solution of tho Indian problem •. Any conference .• 
Yhich could juatl;r be interpreted u a mere ataompt from ontllide to • 
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J>revent the Union Government from deeliDg with ik own problema /a ik 
.own way will be HMnted by the people of South. Afl:ica and is ~d will 
.continue to be unacceptable. . . .· . . . / 

I 
8. As was pointed out in previous correspondence, the European com

·Dlunity in South Africa consider that their economic position and civilization 
.are aerio1181y memooed by the prooenoa a.nd uofair competition of Asiatics ancJ, 
the dema.nd on their part that steps aball be takeD without delay to countenot 
·that menaoe is inaiatant and practically un•nimou. This fact. has. been 
.eorroberated to fullest utent by evidanoa laid' before the Soleot Committee. 
My Miniatara therefore wish to impress upon the Go?ernment of hdia that 
publlc opinion in South Africa will not view with favour ·any settlement 
"9hicb does not hold out a reasonable prospect of aafaguarding the malnteD
.ance of westam standards of life by just a.nd legitimate meana. U the 
Government of hdia could accept this presentation of position as the correcf; 

..one and could further upreaa their willingneaa tci aalliat in uplorlna all 
jl088ible methods 'of eettling the Asiatio quoation, the Union Government will 
;be reac~J> to accept their olfer· to enter into a Couferauco for· the purpose • 
..Any proposal which aach a Couference might make would be aubject to con-
Jirmation by the Governmenk of tha two countrieo. ' · . . ' 

4. ID order to euaure that the Conference, if llnalq agreed upon, ihon!d 
.II\Oet under beat auapioea my Ministers have c!ecided, aubject to the approval 
-of the Select Committee and Parliament, not tq. proceed further· with the 
.Areaa Reservation and Immigration and Regiatretion (Further Provision) 
.Bill until results of Conference are available. 

6. Should the rep)¥ of the Government nf hdia be favourable and lin&! 
.8jp'OOIDO!lt in regard to the holding nf a Conference be reached my Miniatara 
,auggeat aucb agreement ahall be embodied in followina terms which could form 
!:asia and be included in any oBicial public atatemant to be made at a later 
-date: "The Government of Union of South Africa and Government of 
India have been further in communication with each other regarding the b-=at 
method of arriving at an amicable solution of Indian problem. The Govern.. 
mont of the Union have impreesed upon Government of India that publio 

..opinion in South Africa will not view with favour any settlement which doea 
Jlot hold out a reaaonable proopect of safeguarding the malntonauce of 
western standard& nf life by just and legitimate maaua. The Government of 

.hdia are prepared to aaaiat in exploring all poaaible methods of aattling 

. A<iatic question and hava olfered to enter into a Conference with the Union 

.for tbe pnrpoae. AJly propoaal that Conferance might make would be aubjeol 
..UJ con1irmation by the Governm!nte of the two countries. The Union Govern"' 
ment have accepted offer of Government of India and in order to ensure that 

·Conference ahould meet under beat auspices have decided, subject to apprcvBI 
·of Select Committea and Parliament, not to proceed further with Areas 
Ileaervation and Immigration and Registration (Further Prevision) Bill 
;.~~~~til reanlta of ('onferanoe are aveilable." 
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-. - A With a view to the limited time of Select Committee and in order that 
they \m7 1>e 8D&bled to make the D8CB1111&J'7 ncommendatioD flf1 Miaistem 

. will be'sJad to be fawurad with aD. early reply. 
~ ;_ 

·.• ; . .\, .• ;, ., '. ' .(24) 

·• Xolegrom to· ·tAe Gowemor-Gmerol of South- A,JrioG, Oa.petm, No. srr. 
- ' " . - . ~: :,..,ed tAt lrth April l9S6. 

· .' .. :Jour. w;,..;.;;. 'd,;ted Apr\! 18th. We loara with great .eatiafaction thajo 
eonl'111118tiODI betweoJi Your Excelloucy'a Miniltera aud the Leadar aud s
·tary of- our,depu.tation:have·led to a·better understanding and appreciation of 

· tho Teopeotive pointe of view and difficultioo of tho two Government! and thaji. 
· · ~,a 'result! of .. them, Uriion· 9·overnment are prepared to enter' into a Con

ference- with s ·with object 'of exploring all -"bla methode of ooWing 
'" Aaiatin· q1UIIItiou !n• SolltiLUrioil· collllistont with maintenance of wooterD 

otandard- of life. W~ ha.., ·conotantly al&rmod onr bolief that Coofenmce 
o1!ordo moot hopeful method .of ·dealing with thia quootion1 and we glaclly 

. therefore accept tho propooal which is now made to uo. The terma in which 
it is propoeed to embod7 the agreement to hold a Cooforenne a!ord, in 0111' 

opinion, a auitahla. beais for ito procOadinp, and have our oomplete oon-
. ·• '"'"""'"" Wo accept tha atetem....t Of Yonr Excelleney'a Government that 

puhlio opinion. in So1lth Africa would not view with ln.vonr 0117 BBttlamant 
which doe& nol hold out a I'OaBI>neble proepeol of BBfeguardiJI& the maiD
ance of weatern atandarda of lifo b7 juat and legitimate moiana; and for OUO' 

own pari, will· ·enter· the Conference with the sincere desire of co-operating. 
with Union Government in finding a solutio:r. of the A.aiatio quaation which 
c:an 1>e honourably accopted b7 the (ilovemmento and -Jaa holh of South 
Africa aod of India. · We agree fnrther that it ia 811081ltial that 0117 propoaala 
that the Conference _ma7 make_ should be aubjeot to eon&naation b7 tho 
Government! of both ccnntriea. · 

. 2. It ill underatood that in prooe;,ting the report of tho Saleot Committee 
on the Areaa Reoorvatioa Bill, Miniatar of .Iatarior will announ01 the agr
m811t that haa ......_ ani.-ed at betweau tha Wo Government! and will move 
that Parliam- should Dol proneed fnrther with the Bill 1111til TOBult of 
Coof81811118 - aftilable. -We should be. a;lad to Jaunr on what data tbia · 
annonnnement .will be made in ordar that we 11187 arrange fOr 'oimultanoone 
publication iJL this oountq, 
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•OoNmi'D'SION 0• --Bm 10aABLBB INNBB' BP.uoa: .OH ora R.uz.wAY BUDaar~ 

Thoro are many ·other subjocto ·mostly of ali administrative or techllicai 
ooharacter on which I am -pted to dwell; bu) I am afraid of wear:viaa 
cthe Houes and I will bring m:v speech to a close. But bafore I 'Bit down, 
i should like, if .ilia Houes will allow me, to Indulge ia a brief retrospect. 
:This is th&·Jast Railway budget that I shall.daf""d in tlieiDdian Legislature, 
11nd it is natunl that I should look back error the live years with which 
'i' have been conneeted with, .Indian Railways. My llrst year 1921-2ll was 
. <>ne of the most disastrous years in the hisl.ory of .i!Ja Railways. For the 
•&-at time since 1908 they had failed to pay. their interest charges; indeed, 
the net loss of the year amounted to the enormous aum. of 9 crores of rupeu; 
There waa much to be aaid in excuse for the Railways. TheJr had readared 
magnificent eorrios during the war. . Shortage of tonnage had thrown on 
, ihem an jmmense &IIIDUnt of traffic which _formerly bed gone by sea, and 
their reeourcea had been strained to the uttermoet. At the eame time, 
material and rolling stock had been hard to obtain,· and the railwa)'B had 
emerged hom 'the war 'in a sorely battered, dilapidated condition. No money 
had been laid Milia to ;Dleet urears of depreciation.. or .rather the .auma 

·which- had 'been earmarked for .the purpose. had under stress of necesaity 
been 'diverted to other objecto. .And though in the years immediately -
aeeding the war, the·.Govel'llDUtnt of Iniiia, iD. spite of the desperate condi
tion of their own banees, endeavoured to make liberal_ provision for 
what was 'then known u programme revenue expenditure, yet under the 

. ayatem tben prevailing the Railways could not make the best use of the 
moueya placed at iheir disposal. Fol" the arante were annual aranto,, 
Balances unspent at tbe end of tho llnencial year Ji.psed,' and it was Im
possible for Railways to .work to a well-thought out programm• of rehabi
litation, spread u such a pkogramme must be spread over a period of years, 
for the amount of money •hich could be spared each year- by the Govdrn
ment. of India for programme revenue expenditure necessarily varied with 
the. general financial. position of the· Government of India. We were told 
ioJ .. ibo .. Acwortb .Oommittee;that .rebabilitatioa was the &-at task before us 
and that new construetion could not be thought of, and I remember· 1rell 
what a hopolesa teak rehabilitation seemed in ihose days. I am happy to 
think that they have gone, .never I hope to return, and I think that we ma,y 

. eontraat the condition of our Railway~~ now with their condition 4 yean ago 
with legitimate satiafactian •. The money .we have apent on them ia begin
ning: to bear fruit. The coal trade .is an obvious example. Eveey in

. duatrialist in India .. muat remember .the scramble for coal wagons at the 

.. end of the .war and .in. the 7ears immediately following and the conatant 

l 892 ) 
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a.m~. lest he shoald hen to clooo ·hia works for laok of ooal. Now we 
.hen been able entirel,y to abolish any form.•of oontrol over wagon oupplieo 
and however noceu"'7 ;hat oontrol may haTe baen, I frankly aclmit that 
. in itself it was an evil, .Pur l!.ailwayo .. now 01'11 carry all tho coal trallla that 
olfera; indeed,. they ,uk for .more.. And aa. with. coal, ao with our other 
.taple .traclea. . I clo not, claim that our RaiJW&la . """ perfect. Far from it. 
,;Much remain& . to be clone. .,But I clo .bolien thet· Jl01i' they are better 
,equipped to 8HY8 the OOIIID18l'CO ancllnduofq of lrulia than at any prorioua 
periocl of their hiatory. Many factora han combinecl to· briDg about tha 
impronment. Much work haa beea put .in .in improviDg tha tiacJr, in 
atNngtheuiDg brid11oa, in J>Utting in more orooaini atationa and in ,... 
.moclelling .stationa. Train ·control has been utendecl, our internal OI'JIW• 
oation has boon improvecl by the. introduction of th& clivisional eyatom, ancl 
bettor statistics enable tho .Agent to watch the workiDg of almust every 
department. of his Railway. Our rolling otock is more .adequate and in 

.. lletter order •. But tha moot' impertant thiDa of .all ia that Railway .Acl· 
miniatrutiona are in bettor heart becauae they are workiug uuclv a roaaoa
ablo ayatem of linanoe. Tha Depreciation Funcl ia a aaleguanl againat tha 
zeturn of conclitiona which proniJecl in 19lll-32, A&enta ..,. now lou.t ahoacl, 
,They can work to 011 ordONcl plan, ancl thay heve a real inoantin to oco
~1· The improHment in our financial position ia, indeed, most .atrikiua. 
It i1 j.uat 8 yean since we received. the report of Lord Inchcape'a Committee. 
Tboy set before ua.-tho atudard that we shciulcl .aim at yielding a return 
of 6i per oent .. on our capital, und £hey calallil>tod that if we clid so, there 
woald be a not gai,n to thO State of rougbl,y St, ororoa from ita Railway 
property. -.But this .waa t&o figure .at which they thought we should aim. 
Thoy·clid not .regard it u a ·reoalt whioh oould immecliata!y be roaliaecl. On 
the oontrary, unclor the ~ they :made for tha paetponenmnt of -
pencliture and for retrenchment in tho l'!ll'l'· ~ they calaalatecl that the 
Railways ohould make a not rotum of 4 eroreo of ru- to tha State. Tho 
aotual net gain we made in that year waa noarl,y 6i ororos. In 1924-§ 
our net gllinJ after eliminating -certain adventitioua 1ainl due to refund of 
auatoma duty and after takiDg into account tho looa on atratogio lineo, 
amounted to 11·7 aroros, while in tho aurront year wo estimate that it 
will amount to about 9 crorea. It is true that since separation the revenue 
-ditare of tho railways hea been rolievecl of the ainkiug fund payments 
:made towards tho recluation of capital, which amountecl to more th&ll ll 
eroroo. But againat this has to he set tha foot that tha institotion of the 
Depreciation Fund has rosaltocl in an aclclitional ahup to roYOIIUO of OT8f 

8 ororeo. Tho reoulte of ~- 3 years tboNfore are not onl,y in e""""" of the 
immecli~to results. wWah the lnahcape Committee wished to aee, but hen 
even exceeded the figure which they suggoatocl ahould bo ultimately aimecl 
at by the Ro.ilwaya. We are now even in a poaition to consider a reducti~n 
in freights and fares which in th& position in which ~ey found the ~~ 
waya the Retrenchment Commit~ could not have conaidered -~ b~ Wlthin 
tho runge of practical poll$iaa, ....t while tho prooeoa of ~bilitatwa •
oteaclil,y ou, we hove alaa boen able to -bark ou Oil _.,_. programme 
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of ....,. ecmstruction. We can contemplate th- results, I repeat, with 
oober satisfaction .. I say this tho more readily 'bocauao I om not eo fooUah u 
to claim the credit 'for m,self. · Human energy ancl human u.bility have 
indaod played their part, and since we all believe ·in ronderiog honour 
where honour is duo, I shall have the whole Bouse with me when I pay 1117 
tribute to Sir Clement Bindle;r,- Mr. Sim; the RoUwa:r Board, Railway 
.Acanta and the Railway Std generally. · Bat II there is one thiDC more 
than another to which our 'better prospOeta ..., clue, it is tho Conve~~tion 
of September 19M. 

At cine point in tho· de'bete it looked as if tho ca- was lool;, but good 
will and ·good aenoe tri'limphed in tho end, and thio the aeoond Aaoombly 
of the Indian Legislature may congratulate itaelf on the faet that it wiD 
10 down to history as the .lsaembly which at lon1 last placed Railway 
Finance on a proper baais. I sometimea think that we· of the Railwa:r 
Department get more then our fair share of hard knooka, and no doubt we 
ahall get more nm week. Neverthelesa, we shall alwayo remember thia · 
A.aaom'bly with gratitncle, for it is this .lsaem'bly that baa given na 'the 
ohance of liiiUlOging t'be Railw..,. aa th8:r ahoulcl be JIUUlllgOd. Dilferoncea 
of opinion thoro ...... been between na on queotiono of polic:r aa well aa 
on queationa of detaiL Bnt ••tever ""DIOI of oemp1oint thoro may ·'be 
-inst na, I hope that we ma:r 'be giVOII at least this much medi$. namely, 
that we are animated by a single-minded, even. jealous, devotion to the 
interesta of Indian Railwa;ro. .llroad;r the:r are a prepert;r of enormoua 
value to the State, We wish to make that property more valuable still. 
For m:r part, I shall alwa:ro look back with pride and pleasure on 1117 
connection with the Indian Rail...,. and m:r hope lo that the:r will espand 
and lrGW and 'beoemo ·more and more an etllciont lnatrumant of traclo. 
For, believe me, Sir, tho proapority of India -is in no amall degree bomacl 
np with the proeperit;r of her Railw..,.. 
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Sm BABIL ·BLJ.CXB'l":r;l .SPuoa: INTBoDuciNa m:a BVDoft, D4UD la!' M:dcnl 
1926. 

• , f!i~, . in the Budge$ for ~ the Gofti'JIDieDt of Iudia ami the Leg;. 
Ia~ had the oatiafac6ioa of lllllkiDg a m1Jotutial 'begiDDiug in the red110o 
tioD of ;t"roriucial oontribu~ wlieu, apan from otltor tom_..-;, relief 
• p........- climinutioa of Be. 2t - - effeo6ed in their total. w; 
were enabled to take W. waloome step ia .._ of nllotaDtiol roalised ourplu 

. in each of £lie :vearo ~ aad lll'M-26~ ·aad in upeotation of a baJanoa 
OD the right aide in the :year 1826-26;· I am glad to be able to inform the 

. llo1118 that, in spite of the ccmaiderablo >:eV8Due ·wllfoh we then fi&Ye up 
in relief of the ProriD001, a realised ourpliUI for 1~ ia now aooured. 
Tho uaot figure is of OOllDie otill a matter of utimatlng, but tbare io no 
doubt that .the balanoa will be oa the ·ri&" aide; aad W. notwithotaacliac 
the V8r7 unllBilol atep takeu duriDg the ,....,. ia _.a to the Cotton Eniae 
Duty •. This ditty . .....a to be .leried .. from the w of »-her 19'.l6 
aad in -tho amunmoement .reprding the -tioa of ito ]8Y]' it wu made 
clear . tliat, barriug aofore~e~a aecidento, napeaaioa waa inteoded ia aD 
but form to bo equivalent. to abolition. 

· ll. Thia announoeDient inmtabl;y takes awQ' iome of tbo beautiful un· 
oanaint:y of anticipation; oomo of the pleaaant thrill of expectano:y, wllfch 
is , ouppoaed to atl>ach to tho oponing of a Budpt. laotoad of hopi~~~:
ohaD I sa:v, againot hopoP-that tbia Budget ma:y perhaps oontain propoeala 
far bringing ·to aa <DUI tbia tao<, so loug the nbjeot of oontrot&I.Y, 
Boaoarable llemlieft ha...,, I OUBpecf;, _alrMd;y in their mindo writtaa it 
olf, aad, aa tba:y liaton to me, are waitiag in amr:i- l1lBp8lliO, Dot to 
Ieam the faw of the Cotton Eniae Duty, but ~ to lmow what other 
rellefo, if aa:y, ma:y be in atore for tbmo. In regard to tbe O>tton Eniae 
Duty, I will keep tliam in doubt no longer. I will admit them at onoe 
to the • seoret that tiia Finance Bill about to be preaented to tbo E01110 
includoo a clauae aboliihing tho Cotton Enilo Duty &nally and antirol;y. 
The patient died on December tbo lst, 1926, and It only remai111 for WI 

to aaaist at Ills obsoquioo and give tbe oorpso decent intermont. Wo have 
DO need to fear even ito aofamanted ghoot. No miracle ean reatore it to 
life at tiiia time otltor 'than eame uotb;Dkoblo ...,a- in the paaaing of 
the Finance Bill. .._ 
· a •. Actual ·ouftum ol ~91~.-Bofore oatiaf.Jina the ouriooit:y of 

Honourable Members in regard to other propoeala in tho Budget, I mun 
firot review ahortl;y the actual iiguroa for 1924-26 and, in som?wbat 11_reator 
detaU tho revised 01timatao .for £he year 19~8. Onr roVlaeil -•tao 
for 18u.20 anticipated a IIUrplua of almost 4 ororoa. The audited aooonnto 
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which have just been published llhow a surplue of li·68 cror.,..._.n improv ... 
mont of nearly 1·69 croreo on our OJqlectatione of a year ago. Under a.n 
the heade of the Civil Budget, apart from Railways, the nel "rariation 
be- the revised eetimatee and the actual ligures amount.. to 15 Jakha 
only, though there are appreciable variations in both direc:tio1111 under 
individual heads. The increase in the realised aurphis is accounted for 
almost entirely by a reduction in net military expenditure amounting to 
70 l&kha and an increase in the contribution from Railways amounting' to 
1,14 J.akha. Tlie savioga in militeey eapenditure aroae from underapending 
in England dna partly to d60r0118<H1 OJqiODditure on purchue of etorea 
and partly to an adjuetmeut in India's fawur of 80Jile paymant.. to the 
Y/ar Olllce arising out of cJaima in COiliiOCltion with war OJqiODditure. Tbeae 
claims, I may say, have no couection with the important auma in dilpute , 
between the War Office and the Government of Inclia in regard to war 
OJqiOncliture. Negotiatione for the aettlement of these latter have been 
vigoi'QUSly pursued · durina the year. · The iuuea ·are complicated, ·and 
I am not yet in a position to announoe the &nal outeome, but I have 
every hope that the reault will in the end be ne;arded aa not unfavourable 
to India. Tlie large "rariation amounting to 1,14 Jakha under· Railw..,. 
ia the reault of an increase in tbe no· railway aarnings which, after the 
deduction of tbe fur:cd contn'bution of !i·09 croreo, proved to ba 8"07 croreo 
itistead of 11'65 crores as anticipated. There were- savings in working 
expenseo owing portly to adjualmenta in connaction ·with the Privy Council 
decision regarding Customs dn'tiea on stores for Companies' linea. On the 
other hand, the groeo trallio reoeiptB .......aed expectationo. by 1•48 crorea, 
chieiy becauae b&avy irallic in grain and. -cotton developed in Februar7 
and March, the movement of these crops becinning earlier than usual. One 
result of this ia that tlie railway receipt.. in the e&rly pad of the ourr&nt 
year fell below our anticipations. The final outturn of the year lOU-26 
shows a. revenue of 138·04: orores and an ez:penditure of 132'36 crorea, 
leaving a realised surplua of 6"68 crores. The usual comparative. table 
showing the actual outturn in each of the last ten years ia attached to 
tbe printed Budgut spoech. 

1loovDw ... TJOI y,..,. 1926-26. 

- 4. GenMQ.Z cond'ition.a.-Weatber conditions in India in -the year 1925--26 
have not been altcg6.her favourable, The winter rainfa.H & year ago 
was not unaatisfactory-l recret to say that it .. is less satiafactor.r in 
Northern Iudia this year-but the Wheat crop :'!~uffered from ezceuive 
cold and high windo. AJmoot throughout lnclia the moneoon ca- to an 
end too early. In old a.,. this might hava cauaed naJJy bad famine 
conditiou iD. some areaa, but the great improvement in our commuu.icationa 
in reoent years baa contributed materially to r. reduction of famine riolat 
especially when, aa in 1926, the :!Donaoon rainfall was not entirely dellciant. · 
Indian trade and commerce during the year have, however, been leas under 
the int!uence of internal co~ditions than under that of exter&l conditiollB 
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alfecting W..rld trade. I drew attention a ;yar ago to the gradual -recovery 
of trade from world-wide dep....ton under the stimulus of greeter plleral 
seaarit1 and reduoea prices, Similar forces have operated in Indja. during 
1925-llS, but the fall in pricea haa been . more marked then in the previoue 
y-;. For all. commoclitiee the general inrln figure came down -from 176 
at· the end of D......,!J8r 1924 to 163 at the eJld of »-ber llJ26. Pricoo 
Of ~n piecegooda· and, in . a lener -tegree1 . of raw cotton were a year ago 
entirely out of tune .:with the general price level. Raw cotton appears now 
to have ret.urned ·very nearly to ita pr&-wu relation to other prices,, and 

_this fact holda out. tho_ p~ of an increaaod wlama of trade in oetton 
p~ aa aoon ai prices beeoma steadier. Cotton piecegooda are, how
ever, still priced at a level eonaidorably abova the general averego in apito 
of a very markeil fall especially during \he 1aat IIi>: months of the calendar 
,..... n· is . perhaps not unnatural that during this painful period of 

-raatoration of prioe equilil>rium 'the cotton mill indnatry, partioolarly in 
B-ba.:f. has been nbjected to oorioao clillloultieo and thet there hao been 
a oonsiderablo a ....... in our imports of ootton pi.....,.a.. Dnrina: the 
first 9 months of i921>-2S there waa a fall of 22 per cent. in value and 16 

' per C.nt. in the quantity of ·ptecegooda imported. In oar export ligures 
, a !&rae redactinn in the quantity and value of oar exports of whaat ia the 
;...,.. notable fea\ure during tiWo period. . 

~ - 1 • • 

. • 8 •. Apart from th888 two commodities, tha trade ligoreo of- tho· year have 
been .. aatiafactory. Tho tea mduetl:Y haa had another prosperouo yoor; 
while the pr; ... botli .of raw jnto and. jato m&mlfactureo ilhow a eonaidorable 
.a.....,.. -·A oigniftoou• feature of the yaar wmcli Ia of great 1mportanoe 

_in -relation to the 'IDeotion of tranaport facilitioo in India has been the 
growth of the uoe of motor "rohloles. There has beau a large incroaao in 
the 'Dumber of private cars ·itt· use and an even more striking ·increase in 
the number of ·....mo1eo plying far public hire. The number of motor 
vehlcl .. imP,rteil haa gone up by 1M per _._ Our reoolpts from the uoieo 
duty OD petrol roleot the iaoreaao in the uoe of motor vohicloo in a otrik• 
log manner. Though tho rate of duty waa reduced by 88l per cent, a :year 
ago, yet our revenue from the duty i.& ao high as before. Among other 
foaturoti of intereot I may mention that_ imports of artilloial oi1k hava aone 
•P --.fold in two ,._s. -

0. Du~ing th~. course ~f 1928 ~h~ . Liague of N a tiona Issued a table 
designad to eompare on a gold baais the total foroian trada of aD the 
""untri88 of tlie world in 1918 and 1924. Aeoording to the ligures in that 
table India stood in 1913 eighth on the 1iat of oouatrioe in the matter of 
thoo total value of foreiga trade. In 1924 abe had riaeu to the lifth place, 
anoi thoro is little doubt that ohe has maintained that pooition throughout 
1928. In spite of a fall in valuoo and tho depression in tho piOCI!IIooda 
"ado, India's total foreign trada in tho firri ton months of 1921>-26 amouatod 
to 496-48 erores or only Ul"81 eroreo lOse than tho ligure for the oorreopoud
-ing period _of tho previoao linanoial yaar. The not imports of bulliOJl 
during the _calendar :yoor 1928 amouatod to 80'92 crores of which 110·69 
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erores represented gold. This latter figure is the higheot ever recorded. 
But the boom in the d81118Dd for gold hed nurl;y apent itoelf in the first 
three months of the calendar year, and the importa of 1ald in the ten 
months of the financial year beginning on the lot of April 192S, at 28·10 
crorea are 19•09 orores below the corresponding ten montha of 1924-26. · 
The visible balance of trede including private import& of treeaure waa in 
fa'V'0111" of India at the ead of "January to the - of 86•82 .....,... of 
rupeea-a fignre which should be compared with 42"29 ororea a year ago 
ancl 63·30 erores in the corresponding period of the :year 1928-2-i. 

7. The rupee-sterling exchange bas shown persistent strength almost 
throughodt the year, and for the time beina at any. rate we saam to have 
come to an end of the wide luctuati.ona whlch have been a feature of 
the post-war period. Thanks in large meaaure to the ateadin- of -. 
change and also to other oaneea such as the abstention of the Govermnant 
of India from the loan market for purpoees other than eon~ 
aubjecli to which I shall have occasion to rafar later-the b1111 aeason of 
1925-26 promisea to be remarkable for an almost oomplete absence of 
atringeDC)I' in the money market. After the service atrinaoncy of tl!e 
winter of 19~24, oonditiona in the followina . 10ason of 1924-26 ehowod 
a noticeable improvement and the Bank rate did not rile above 7 per 

eent. and thai onJ;y for a period of ' montha froni January to lllq 1926. 
It was raduoad by the third week in May to 6 per cent •. and by the first 
week in July io 4 per cent. Tlie rate waa raised again to ll per oent. in 
the fourth week of Septembar and remained there till .the :&rat week of 
Deoember, when it went up to. 6 per cent. If, as-- seema pouible, we ar4t 
ahle to pt throngh the h1181 IOasOil of this :year with a rate not higher 
than .6 per oenl>., this will be the first oooasion since the eatabliehment 
of the Imperial Bank of India when the rate has not risen as high as 
7 per cent. 1 and if we lea.ve two exceptional war years out of the account 
when conditions were altificial, it will repreaent what I think. must be 8 
record in the history of Indian banking, and will be an aobievement for 
which the authorities of the Imperial Bank of India will deaerve onr special 
thenke and COilgratnlations. 

RBvm<mi, .19211-26." 

8. Cudotn~.-Our Cuato1111 revenue for the current year reS.eots accurately 
the trade conditions at which I !rave 1lanced. The euapenaion of the 
Cotton Ezcise Duty from December onwards, coupled with the notable faD 
in veluea, baa had the result of reducing onr inoome from the duty by 
71 lakha as compared with the Budpt eatimate. The ~ from the 
import duty on cotton goods waa eatimated cautioualy at 7•80 crores, or 
40 lakho leas tlian the revised estimate for 1924-26, but it is not now 
estimated that we shall colleot. much more than 6 orores. Oil: the otbar 
hand, the increase in the world production of sugar baa resulted in a 
very heavy fall in sugar prices leading to a large increoae in the imports 
into India, and thenke to the action of the Legielature a year ago in 
Paaaina "" olot converting aie previous ad 1HIZonm duty on ougar into e 
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"P~ dnty, 01lr -u~. Jia..., beaa&ted- wr:y·· materially. Our pnoon* 
antlm~ati'ollll !'oin~ to! an increase .of ~,SO Jakha. under augar, fuiJ.y countefl. 
~alanmng ~e dt191"aoaa . under cotton pieqegoods, Protective dutieo ohcnr 
Ul~ed YJ.elde, . and aa ~ have already meu.tioned,· the reduction in tha 
UCIIe duty on motor apiri~ has pr.qved a ~Hat 1111coeaa in that it has 1ec1 
io , no such d?':eaae in the yield aa cautious estimating made it neoeaa81'7 
for· ua to antimpata a J'8&l' ogo. Thanlm to thaae, countarl>al•n•i"ll faoton, 
- now &Dticipata, in apita of the 1oas of n lakha on Cotton Escise Duty 
- .-ipta from ODlltoma for the ;rear of '7•88 ororea, whieh ia 30 ~ 
higher 'thaD the Budget llaure. A probable aaving of 20 lakha under 
refunds 8Dablea ua w aaticipata a total improvement of 50 lakha in the 
Dot ...,.;pta wliich we now put at 46·85 croreo. . . 
· 9. p...,., "" ],...,.,.-:Unaer Taxes on Income, which are baaed on the 

prolltB of the previous ;rear, we made what we OODBiderad a co......,atift 
· . .eatimata for 1926-26 in taking a net yield of 17•86 ororea which wu 87 

lakha below the Budget eotimata of 18'211 croreo for the previous :rear, 
though the llgura actualJ,y realiaad in ~l!O proftd to be 16•01 ....... 
<>DI7. UnfortunateJ:r oar estimata under this head hu again proftd .,.,.... 
_.wu.. Tho - .-ipta are now eotimatad at 17·88 ...,..., which 
ia 611 lakha less than the Budget eetimate, while refunds, etc., 811lOOd the 
.eatimata b7 A lakhl, maldD& the nel yield 18-l!O ororaa, or 1,10 lakha leoa 
th&D anticipated. 
· 10. Salt.~With the .aalt dut:r at Rs: 1~ we budgeted for a normal 

year1a receipts. It ha, proved, however~ that we made insufficient allowance 
for. the large acoumulation of stocks which followed on the reduction of 
the dut:r in March 1924. The oJf-take of .salt in the earl:r months of tho 
........... , pariioularl:r from the Northam India Salt oolUCOB, wu much 
below ·normal and for the ;rear aa a whole we upoct a decreaoe of li6 lakha, 

· makiDg a DOli yield of 8-40 ...,... in oompariaon with the Budget llgure of 
. 4116 croroo.. 

ll. Opi1am.-A oupplementar:r grant of Ill lakha wu piiiiBOd b:r tbia 
Hou.. during tho Simla UMion in order to moOt utra p&YJ.ZI&Ota to oulti
vatora in the United· Provinces on account of the high outturn of tho 
opium crop;· The utra p&YJ.Zionta required, owi."ll partJ:r to aavinga oJ. 
whore, are now upoctod to he 35 Jakha oul:r, and the:r will be mora than 
GOuntarba!anced b:r tile iucro&H in receipt.. Tho atocks of asci .. · opium 
in trouarioa which, u I uplaiDed in m:r Budget apeoch last :raar, were 
taiam over and paid for b:r fiho Local CGovernmonta aa on the lot April 
11126, ·have proftd to be JUaher b:r 24 1akha thaD we had a1lowad for, thus 
adding by this amount w our non-- ·.-ipta under this head. 
Aftar taldug th- and Other facton 'into accouut, we now ontioipatl that 
D'Df' ·net re'{enue 'from ·opium in the year will be ~'24 croreaJ which :il 
48 lakha higher than we aatlinate<f last March. · · 
·, 12. Bailwav•.-!D framing our eatimata of tha receipt. of tho General 

Budget from RaUwa:ra we allowocl for tho bod contribution of 5"09 croroa 
together with an ~timotad receipt of lJj lakha ropreaenting on&-tbird of 
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the ...... o.,.. s .- expootod to be trauferrea to the itauwa7 re&erY8. 

The net earnings from· railwaya have Proved, Bi the House ~ aware, slightly 
higher than anticipated in the original. Budpt; •o that 'our share in the 
aurplus over 8 orores is increased by- R lakha.J and the total' contribution 
from Bailwa11 ia estimated i.t 8'32 crorea. · : '': 

. - . ... . . ·1.. .. 
IS. Otlaer .Rftenuo licado.-We 'expect an in......., of dS ~ under 

Interest owing mainly to higher rates for sliort mona]' ,in London and 
higher cash balances tliere,. and · __ for similar reasons we · anticipate an 
additiona.l 46 lakhs of interest ·on investments of the CurNncy Reserves. 
The receipts from the E- Ships account 'and. th~. 'first lnatalment of 
Reparation payments from· Germany. under the Dawes_ scheme &ive us an 
extra 21 Jakha under the head of extraordinary revenue. This completes 
11Q' 1111rV"7 of tlie Revenue side of the account for 1925-26, and expl&ina 
11Q' reasons for putting the ·~sed estimate of revenue for the :r- at 
131'85 crorea instead of 130•68 croras. · 

. 'EXPBNDlTURB, 1926-26, 
;,. 

14. E""lloft(le.-For a gr.;.t. part of. the ,.,ar WO· have liMn eft'ecting onr 
remittances at the li1ecl figure ot. Io, 6 -hd. ana··"" •are ·now able· to 
anticipate thet ihe averaga rate of exchanp for· the year. aa a •hole for 
accouats purpooas will be 11. 6 .'r d. as agninot the Budget figure of Is. 6d. 
Apart from an improvement of 6 lakhs in our_ -railway .revenues which affect 
us only indireotl,y, and again of 7 lakhs in r111ard to our capital expendi
ture, the reYiaea figure for uchange accounts to the extent . of 10 Jakha 
for an improvement in our, revised bndpt of .....enue .and ~nditure. 

16. Milito., s.,..;..,,-The variations in th6 largest i- of our a;. 

penditure, Military Bervicea, are not of the same magnitude aa iD preYiOIIJJ 
years. The ne' expenditure on. Military Servioes, according to the Budget 
estimate for the current year, was 56t crorea. Accuracy in reaching a 
revised figure for military expenditure at this period of the financial :year 
ia lilways epeeiall,y diJiicui•. to attniu, but th6 oonrae of expenditure np to 
date points to a total net figure of 66'26 ...-, or practicall,y the same 
figure as !>Dr first forecast. Scrntio;y of the account for non.elfectiw 
services between India and the War Offi.e& hu led to & special credit, for 
which no provision was made in the estimates of about 70 lakhs1 represent;. 
i.Dg a revision of the account with retrospective effect from 1919. As against 
this, expenditure in India has markedl,y ezceeded the astimate in certain 
directiCIIII. A epeeial provioion amonnting to 40 Jakha has had to be made 
for the pnrchaae of eertain kincls of ordnanee equipment in which . aeriona 
shortage hoa liMn diacl-d. Bia Exeell- the Commander-in..ohief has 
instituted an expert inquiry into the whole question of ordnance equipment 
with a view to ensuring that the real foots may be brought -into clearer 
light and that the reasons for th08e shortages, which ou11ht not to have 
occurred, if the .,.- of control hnd been working properl:r, ma:r !Je full,y 
diaclceed. A special grant of 16 1akha has also liMn aUotted for the 
purchase of supplies of gbee in March in advance of next ,.,.... require. 
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· menfa,,iti ·.bavi~ 'been ~ tliat 'b:r purclillliDa· at an earlier dat4o
. -oa~ Y""" · CODBlderablo ...,.OlDies can be effeoted. Savings of 16 1aJ<b. 

··· em. peDSi~n ~argee •In india. ~ an exceaa UJ>,eJ!diture of about 20 Jal<h!l. 
•OWlng. to •h1gher 11rioea ·for art1cles of food ancJ forage, .. e amon11 thr 
1!10111 ,.unpo.tant ·of the other variations. Since the net reoult of th
'rariations is to ·•brin11 the reviBOd figure for lieli 'military ezpenditure out.; 
at preotioall,y -'the same' to&>! es the original Budget, the Finanoe Depart-
ment are: ontitled to oougratulate themaelves em· the satisfaotory aperation 
of the system introcluoed ill connection with tha 1921>-26 Buclgal, of m•kin1· 

. a ;1~ aum cut, ''lrhioh' amounted thia :rear to. 20 lakhs, .,_ tha tow; 
military estimate. . . . .. • . _· 

· 16. Civil ezpenditurs.~I ha:,., already mantioned the uoeee of 80 lakha· 
in ·opium ezpenditure. Intereet ohargse on permanent debt also uoeed• 
tho eetimate by 811 lakhs ·owing to the capital upenditure on railway~t. 
having been lees by 3t croree than the budgeted figure, to a reduction in• 
tho interest cliargoable to the Posts and Telegraphe Deportment of whicli· 
I ohall epeok later, ana to \he fact that tha rate of intereet chargeable em• 
r~ and other capital uponditure ainoe 1917, whieh io aniTeol .at by. 
taking an ·aver- of the ,rates at whieh tha .Gcwenunent of India have.· 
borrawed since that date, hao proved. to be leso than the figure esoumed 
at 'the time of tho preparation of the Budget. . Plane are baing workect' 
.out with a view to a modification of this rather .complicated syatom of 
·calculating interest and the .~mbstitution of a new procedure which will ba 
leso likely to disturb our Budaet estimates. -On the other hand the revisectJ 
filuras of 1926-26 profit by an unexpected credit of SQ. lakhs under th ... 
head of Interest owin1 to the payment by the Bombay Governmant of · 
lntereet to tho Provinoial Loans Fund for 16 memtho inateod of 12 montha-
a change of prooedure illtrocluced 1n order to briag their interest dates to.· 
Q1o 31st lllareh ill aooh year. Blight -.ariations in regard to other Civil: 
upenditnre apart from Posts and Telegraphe mootl:r eancel eeoh other •. 
Tbe incroasocl bountios em eteal are almoot uact1:r oot olf by the tranofer 
of the charges on aooonnt of the Secnrit:r Printin11 Prose at Naaik to oapital. 

' 17~ Precaution.~ ·aaa.inri o"lltf\-utima;ting.-1 have already referred to the 
successful operation,. 10 far aa military espenditure .is concerned. of the 
aystem introduced a 78&1" ago, witli a view to preventing over-budgetina:, 
of making a lump sum cut, 'The total cut .made _in the estimates ot Oio:i~ 
upond~ure was 16 lakhs. It wes mada under twelve .Ufferent besdo, and! 
in all ucept two careo the cut bas jnsti1ied iteolf, tho total upeuditare.• 
havinl bean kept by tha Daportmente concerned within the reduced ~rants. 
The two ucepticmo are the Sarny of India and the IDdian Stores Daparl
ment in regard to both of which the Houee has alresd7· voted onpplemontarr. 
·granis. As I explaineCl in ·my Budget speech a year ago, this new pro-
cedure wna rega:rded··u experimental and we are proposing to repeat it; 
.for a eeoond year In connection with the Bud1et for 1926'27: 

18. Post. and 2'olegmphi.~The working of the IDdian Posts and Tele
.P,apha Daportment in the current :rear requires rttiiOD fbll6r, treatmonL 
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'l'he total gross receipt. are now espected to . be 10"118 ........,; · or "18 ·Jald!O 
lower than the estilnate. On the other hand, . there ia a sa'riug of 19 Jakhli 
in working espenaea whlcli, oWing to . certain abnormal circnmstancea 
which I shall esplain aborily, are now estimated to .amonnt to 9'67 eroreo, 
'!'his makes the net reoeipte 67 laklul as agaillft our: anticipation of 66J 
lakhs. Thia figure is of canna uclllllive of interest ahuges. At the time 
of the Budget it was anticipated that the fiDal reoult of the -working of the 
<lepariment for the -· after adjuetment of intezeet, would be a amaD loa' 
<>f Ro. 60,000. The fi&unj included in the B~ for .internet WBII 68 lakhs 
imd was based, as I esplained a - ago, on a . roup figwe, net at that 
time· completely examined, for the total oapital outlay. on the Indian 
Poats and Telegrapba Department. The figure taken waa lower than 
the capital outlay Bl shown in our books, and the intention was that 
the interest actually charged should bo based on tho depreciated 
block value of tho aaaeto of the department on the 1at of April 1926 whlll! 
bally · asoertained. The deparlmontal inveatigationo into the 'tlllne of thio 
block have now bean completed, lnd tho report Ia atill under COIUiideretioil. 
A.ecordiug to the ftgureo in thia report, tlie valne of the asaete ia ver,y 
much leao than the book 'tllluo, but the emet fiaareo have atill to be 
eottled. For the -t, I have felt justilied 'in taking a round 8guro 
of 49 lakhs for intereet as against the figure of 66 lakba taken in tho 
Budget. On this BB81lmption, the net result of the' working of the depart. 
mont as a whole is a profit of nearly 18 lakba. This BUrPiua is, however, 
non-recurring. The expenditure on poatal atBtioneey and etamps included 
in working expenoea waa 10 lakhs below the normal owing w the fact. 
that the deportment waa eating down etocke during the-· In addition, 
a prerioua wrong adjustment to the utent of about 8 lakhs nnder the 
head of Stationeey and frinting ebargea has had to bo oorroeted in thia 
year's aocoanto, thu reducing the working espeUIOI by a non-reeaJT<Int 
eum of 8 lakba. The true estimated profit is thus reduoed to vaniahlnc 
point unleao further aavinga acoma in working espenoea, and unfortunately 
there is atillsome doubt as to the correctnesa of tho figure for intereat .. 

19. The Honse will remember that in my Budget speech a year ago 
I explained that it was proposed to transfer to capital the stocke of postal 
and telegrapliic sforea c&rriod en revenue account on tho 31st March 1926. 
'l'he total value of auch etoroa in the Indian Posta and Telegrapba Deportment 
woo tlien estimated to be 1,24 lakhs. The aetna! bolanoo has proved 
to be 1,61 lakhs. The stocke held in the Indo-European Telagraph Depart. 
mont have also to be token into account, and as the credit on this aocount 
has proved to be 1& lokha more than we allowed for, the total amount 
of this non-recurring credit to Revenue during the year 1926-26 will be 
1,81 lakhs. 

20. It will he oeen that tho revised estimates of ravenna and espendi· 
ture fer the current year have had to be arrived at after tBkin1 into 
account colllliderable variationo net contemplated in our Budget eetimateo.. 
'flle moot important of tli-, apart from the reoulte of ouapending the 
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Ootloo E>:cise Dut)-, an tho increased credit to rOYonuo of 52 lakha frum 
Poate and Telegraphs ·storoa which I have mentioned, tho increaao of 
-M lakhs in the value· of the atocka of opium at treaauries taken over and' 
paid for b:r ·Local Governments . thio :rear, tho ~ansfer of 17 lakha of 
l'eYODuo npenditure to capital account in tho caoo of tho Bocurit:r Printiag 
'Proaa at Naaik, and the docroaao in DOt _..aiture under the head of 
latoreot SID011Dting to 80 laJduo reoultiug from tho payment by tho Bombay 
ao.-m.nt of ~ for llfteon montho iDatead of twelve. All of thoao 

•four items· are in tlio uture cof book-koopina: tranoeotiona, but the:y ha'l'8' 
DODO tho leBi tho ..... of onrelling our onrplus. Tho ligures givon 'in tho 
Budget eotimato ,for revenue and ..npenditure for th .. ·year wore 180'6& 
ororee and 180•(4. aroreo roapectively, leavina: 1111 utimatod aurpluo ·of 
l4. laihs. The impl'Cmllllant shown in the revieed· ·e&timatoo ia 1,06 lokha, 
tho llgure for revenue bein11 181·86 croreo IUld for.esponditur .. IS0"05 aroreo. 
Tho four speoiol items which I )lav& 1BOiltioned -ata 1·28 croree and 
more than - for 1l1io incroaaod onrp!UL · 

iL·Tho·' following otatamant ··ahOWII the' main· ftriationa in revuue 
and -diture· world1111 up to ·thio ~ :-'- ·· •· 

·"'F-.,, 

' . -· 
,• '• 

Tas:es on ID.eoma . . ·t·· ; · ~~ 

. Ball<·· . . ,, · ·• •' 
Opium (not) • • 
Intoreot recoiptc:•· • 
·~ .-ipta'· 
·Extraordlnar7 reeaipta .. 

- 0u. debt <W> , 
PCJObl and Telegrop~ -: · 
Railway contrlbuiion 
Other haado .•• 

' ,. 

Lakha. 

lleltor .. • Wome. · 
.. ---- .,. .. ; .. ,, •. '' 80·· . " . ·~ . ' 

. '·.. ··· .. 

.• 

..... 
..-.· ·•' 

.,.; 

77 
8 

1!1 

8,06 

1,10 
•55 

.. ... 

116 

2,00 ,_,......., ......._. 
Total, hatter • 1,08 

Budget onrpluo 24 

ROYioed onrplu 1,80 

, 22. IndW:n Archtlo~gical J'und.-This anticipated aurplua would in the 
QrdiJlary course be appUed automatically to the reduction or avoidanoe of 
debt. Tho Goverumont of India, however, deoiro to place before the Legio
loture a proposal for the utiliaation of 50 lakha of this ourpluo for the 
formation of au Indian Arcbii!Ologicol Fand. The details of the propooal, 
which will be .-mbodied in a BiD, will be nplained more. fu1Jy to tho Bouse 
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iln duo coarse. Ita financial elfect will be to apply 60 lakha of tha surplu, 
:which would otherwise go to debt redemption,. fo_r the Purpo81! of eapitalia
. ing our liabilitiee in connection with arcbaological J'8110&rch. It is not 
·therefore, """"Pt in form, a departure from the sound rule thnt a realised 
· ourplua should go to reduc£ion of debt. Future budgets will be saved from 
• a revenue charge on this acco.unt, but as it· may be assumed. that our out
atanding debt will be 60 1a.kha higher than it would otherwioe be and our 
interest chargee consequently increaeed, the net ultimate dect on future 

'budgets is BiZ. Ito inunedista effect upon our revenue eetimateo for tho 
•varrent yem; will be to reduce_tho revised figure for tho surplua to 80 1akba. 

23. We who are living in Delhi do not need to be reminded of our debt 
-to the Archeological Department. . When in the intorvals between our 
clob'berationa we mt any one of the historieal monument& thet ...m.....ci 
-u, we realise the care and skill whicli have been devoted to p:t&Wlting 

'thoee ancient etruotnree and to beaufify.ing their surreundiJI&I, We realise 
and are grateful. But this is not- the only aide of the Department's activi-. 

'tisa, There is another which is perhaps laaa well-kn....,,, the work of 
· uoavation. Some of us have liad the privilsgo of mting Tr.:dla and stnc17-
ing the fascinating antiquitiee, taking na back two thonaand yeara in Indian 
hiotoey, wbreh have been unearthed there in the last two docodoa. We are 

-1!1ad that thq are n""' to be li01180d in a nitable mussnm, But if Ta:dla 
takes us bacK: two thousand yeara, the recent diacoveriu at Barappa and 
ll4r.henja-Daro will, if the evidence is confirmed, transport 118 in one Sight 
·to a period of Indien history lihree thousand yeara earlier, N&l' more: thq 
bold out ""''J&Ctafione of enabling 1111 to r.ef back thonaanda of yean earlier 
etill to a period In human hietory which waa aa remote from tho inh&hitanto 
of Mahenja-Daro in the year 8000 B.O. as those ancient Indiana of the 
Indus valley are from us to--day. The Indo-Sumerian discoveries open up a 
"riata which may once again revolutionise the world's knowledge of the earb' 
hiotory of mankind. Their poaaibilitiea are 8Uch that they m- escite 

•eYeD the 1llOIIt unimaginative.. · 

24. Sir John MarabaD, to whom since the day when the late Lord 
·Our110n brouglit him hi!<& Indian archeology owea a very great debt, 
'baa otated that a hundred croraa of rupees could be spent on archeological 
• _.ch in India without doing mora then scratch the aurfaoe. Almoat 
the only eouroe from wliich funda are at pnaent a-.ailable for ucavation 
in India and Burma ia tlie Central Budget, However deairable archmlogi· 
cal expenditure may be in the cultural intereahl of India and of mankind, 
it ia obvious that the taxpayer cannot be asked to give mo;re than com
paratively small auma. In 1928-24 the grant for Archeology waa cut down 
aaverely under tho intluenoe of retranchment. In 1926-26 the· sum avail· 
-able for research waa abeut 1•8 lakha inoludiug the promon .made in 
•eonnection with Sir Aural Btain'a special work in Central Asia. The 
.Finance Department bave IJeen pressed to provide a considerably larger 
-aum in 1926-27, but we intimatad that about 2l lakhs waa the maximum 
-.which we could see our way to grant. 



·, . .26. lrl~~· ill opite of the olmoua importance of foHoiring up th~ 
noent ·discoveneo, ·the Arclimological Department have found that tho:r 
... ennot frame a collllidered programme for a period of :rean and cannot train 
70ung Indiana .aa aroh•ologiata in the abseneo of tho poBaibility of givin11 
·them aeourit;r of tenure or emploYment. Tho idea haa accordiugl;r been 
mooted that an Indian Aroh.otogical Fund ahould be atarted, and a Boani 
of Trnateea eateblished -bat on tbe lineo of the Trnateea of tlie Britiah 
lrluaeum. Once the Fund oame into effeotba ezieteneo, it might, it ia 
hoped, attract donatiGDI from Indian l'rinla and from othera intoreoted 
ill a.rcluoology and from willtar yiaiton to India whoee imagination ia, I find 
alwqa etined b:r Indiaa DIOIIDIIIOnla. !!.'he eaaeneo of -the propoaal which 
will .be plaeod befo"' the Legiolature therefore Ia that, illatead of votin11 a 
1rant of 2l lakha ill the eotimatoa for 192Q.a7 it ahould make a supple

. montar:r grant of 110 lakqo ·out of the surpluo .of 1926-26 as an initial 
ondowmant for tho Fund.· , . .u, I have alreai!;r uplained, . this amounta to 
little more than. a book-keeping ohauge oo far aa our budgeta for 1926-ll7 
and for ·fu\ure ;rear& are coneorned. llleanwliile, boweftlr, the Fund. will 
be well started; tho iJateren OD .tho andowment of 110 Jakha will briQI ill 
appros:imatol;r lit laldJa · a :rear· to ba apent .on -•.otOiical naearub.. Tha 
. 'l'rasteeo will ba .able to make an attraotive appeal in -othar quartera for 
additional endowmanta and can go ahead to frame a programme and to 
train budding aroh100logiata. Arclu!!ological excavation io the moat practical 
form .. of historical reoearoh, and it is a form in which I .am convinced .India 
ean .make an imm- addition to the world'a historical knowledge. But 
it Ia inelfeotive unleaa it oan )le pursued on an adequate .aoalo and acoordiQI 
4oo a programme baaed .on tha regnlar reoaipt of at leut a minimum inoome. 
Tha income of the propoeed Arolueologiea1 Fund will ba devoted to Qltem
.atio and .continuoue aroh.otogical ezoavation. Tha people of India are 
lnatl:r proud of tbeQo pan and I fool 111m1 tha:r will wokome tho estabJiah. 
IDBDf of thio endowment for liiotorical reeoarch. 

WAYI """ llla&NS AND PVBLIO DDT. 

26. The real improvement wmoh hea come about in the finaoeoa of tho 
Government of India duriD& tho last few :roan and the atrougth of oar 
position during tlie finanoial ;rear 1926-26 are atrildugJ:r relleotod ill the 
&gureo of our. Public Deht and of onr doht position aeneralll;r and in tha ator;r 
w onr wqa and meana operations. Tbe Ho...., wiD remember that in m:r 
Bndgat apoaoh 1aot ;rear I atated that not onl;r did we not anticipate an;r 
nooeoait:r for borrowin1 wtoide India during the ;rear, but aloo that the 

· mazimum &mount that we ahould require to rai11 ·'by a rupee -loan iu the 
.open "'arket in. India would be 12 cror01. I atated that it was not im· 
probable tbat at tho ~ame time as we approached tho market for a rupee 
ioAiL We should. also place before the public a conversion offer with a view 
to beainniDg Operations for tlie conversion of earlf ioaturiug bonds. In 
• event. .. found ounelveo a6le ill June 1026. to annou- that oar 

p 
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operations-in the market in Ilidia woUld b8 con!aecl to!a.cOuVenioB loU in 
Vle:W of the improvement shown by the fipres_ of _our actual balan001 em 
the 31st March 1926, in oomparison with our antiolpationa indict.ted in 
the revised budget fi&ures. This increase in balan001 waa mainly due to 
the increase in the net railway earnings which affected both our revenue 
enrpl11a and om< wa71 and meana position, and to the drawinga upon ne by 
the P<!>vineial Governments proving very much leu than they had antici
pated at the time the,' framed their bndgate, 

!¥1. Our ability to dispenea with a cash loan wae moot welcome to the 
IIIOli8T market& of India, but it waa a subject of eoma comment in varione 
quarter& that the eetimatee framed at the time of the introduction of the 
Budget were proved. only three months later to he 10 far out. I am illcllned 

. to think that the phraasology consecrated by long naage in. Indian hndgat 
ap..Chea which refers to the WB71 and meana portion of the statement& 
aa ,'a u Ways and Me&DI Budget u is somewhat misleading, in that it 
may tend to giv'! the publlo the impresaion that the figmea and esti,matee 
in the wa71 and JII8BII8 portion of the Budget make a claim to comparative 
--... not inferior to tha' made by the figurea of our revenue and 
espenditure -estimatee. Our Wa,ya and Meane Budget is intended to he 

·and n........-ily must he illustrative rather than uact. The wa71 and 
· means figurea bring togather the net resulte of operations of -.el-y varying 
character all over India. and Burma and in ·London. To a large eztent 
these operations are either not under the control of the Government of 
[nclia at aU or only vecy. indirectly under their control. The aggregate 

· reault of the- variations iD the estimates of incominp and outgoings of the 
· 'Provineial Government& on Revenue imd Capital acoount brought to light 
-between the date at which the Central 'Budget &gureil·wm.-prepared and 
. the date when the' balancM of the ProVimriaJ Goftrnmenfis OD the 8Jet 
-ibrch ·1925, began to he app.uima.tely aooertained---1. ·period· of· from· · a 
to 4 months--accounted fnr a reduction of noti far short of 8 drorea in our 
estimate of the finance required during the :vear 192&-26 for meetins 
agaregate outgoings. Apart from the operatiou of the Provincial Govern
menta, our balancE$. -.re affected by the inC6minp and outgoings on account 
or various deposit and advance heads, sums received and paid out in respect 

· of provfdent funds ot variOus deaoriptions, deposita and withdrawals of the 
· Post . Ollice Saviilga Bank; and pnrchaaes and. encaahmenta ,t Post Office 
Cash Certificates. In these cirenmste,.... 'it ie neither poasible nor deeir
able to attempt to lay down a rigicl wa71 and JII8BII8 pr011l'BJD1118 far in advance. 
The 'only result of doing ao would n........-ily be to swell our· balancee need
leafy. At the eame time it is certainl:v desirable that we should do anythin11 
that may reaaonabiy he poeeible to secure greater acouracy in the eatimatee 

· of Provincial .Governments' incomings and outgoings, and I ~m not entirely 
· oatis!ed that improvement in the machinacy for dealing with our depO.lta 
·and advances acoounte Is unatteil:iable. These and cogoate anbjecto are at 
. the preoent moment engaging the ct.reful •ttenticm of the Finance D~p""" 
'illent of the Government of lnclia. ·_ . " ' _., · · ·' · · .' ' 



~ •. :J'he"'deci&ion .:to~. ~onfine our market operations to the conversion loan 
in the ,a'ummer of 11!26 hao been amply justified by reeulto. In a pita of heavy 
remit.tD.n~·in adv.nnce.: of ~equirements in London, we have been able to fin .. 
anoe our outgoings in Indillo without serio.ua inconvenience, and without resort 
to the money market for ··temporali Bccommodatioil or BSSistance from the 
Imperiu! Bank in the form of 'lrayo' and in ....... adVance&. The convereion Jonn 
reeulted iii ContOiaionk of bona. m&turiDg dUrlng:the yeara 11126 to 11128 to a 
total of 3ltlh ororee, of'l,.hioh."~-.251 Croreo·'W'ere ~-into tbe 6 JIOI' 
eent. inCOJilO-tu: free 1- of 11146-55, and about 4t ororee into the new ioeu 
of 10-year ·bonds liable to incOme-taL The oonvereion Joan involved .. immedj. 

at& caoh pa\ymento whiqll, amounted 'to 87'6 lalihs. Thie eum, however ,.inaladed 
the premiums on 1925'.aild 1928 bonds tO the extant of 23·4 lakho which would 
have had tcrbe paid 8~ maturit,- iJi any·,caoe; ·ThO additional amount of oeah 
paymanto· involved may'therefore ~. put at 64'2 Jekho. Aa the reaolt of the 
conversion loan we ha.v8 efFected an annual saving in interest on the bonda 
converted of approzimatel7 18'71akba, and in addition 4t erorea of the pubUo 
debt h..,; 1ieCom8 subject to income-tax inatead of being income-tax free. 
lloreonr, apart &om· tm. eonaiderable redaction in oar anaaal cbarp for. 
intereat we haT8 redaeed oar liabilit.ieo for the repayment of maturing loea 
during the nest three yean by Dt!Miy l!9 erorea, and in po:rt.icular oar liabilit,
in reapect of· the 6 per oent: bonds maturing in Beptomber 1926, hae bean, 
brought down from 87"9 atorea to 20·06 crorea. Thie op01ation hae thaa 
materially eeaed the problem of dealing with our maturing debt, tho m..,U •. 
tudo·of which I had cooaeion to explain to tho HoUse in a speech on FebraiU')'. 
18th, 1926, as well ae in 1111 Budget speech a yeo:r ego, and we hope to reap. 
farther reward from thie a.......ml convereion operation when the time comeo 
for the ioeW of a I'Upee Jonn next aummor. · 

' l!9. Before dsoling with thie latt.elo qnoatiOJL.it wonld he conveniaat for me 
lib 81lllllll8rise our wayo and moans position for the ;rears I~ and 19li8-Sf. 
'l'he ligures are as foil~ :-

{.rlpiOB in"""""' of rapeoo.) 

I. Railway capital ciuthQ' .. 
. l!- Other ilapital· oatlar(iuclading Delhii 

Pilot and Telograplui, ·· ViJiac&'. 
patam Jlarbear; '!k·> . · : • 

· 3. Provilieial" Goveru.znenta tra.ns&ctions .• 

, · , 4. Diaqhorse of l>•b~ · • . • 

· Boruod, Budget, ' 
19211-26. 1920·27. 

4·6 
.e·o 
88·8 ..__ 

'68•8 

--

R& 

2&0 

• 2"5 
7·0 

28'8 

--
liD· a 

. 

rl 

·. 
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Beaou,.cea. 
1. Surplus 
ll. Rupee Loan 
3. Pootal Cash CertifiCNitea 
4. Other 'llllfunded · de~ (including 

Pootal Saving& Banb) 
6. Debt Redemption 
·6. Depreciation and reserve funds 
7. Milcellaneous (net) 
B. Reduction of Cash Ita!.....,· 

• 

(Figures in orores of ropoee.) 

l!eriaod, Buo~R<t, 1- 191!6-27, 

·s 
S0·6 22·0 . 
6'4 4·0 

6-8 6-6 
.6·0 6-0 
7·0 6·6 
·7 ll'l 

lll-0 16-0 

68·8 69-8, 

SO, The House will abare the satisfaction of the Finanoa Department and 
of the Government of India in tha atrength of the position which theee figuree 
. disoloee. Durina; tha :rear 1926-26, inetead of borrowing ewer 1 ......... net In. 
the market in India ae anticipeted in tha Budget etatement, we have clil
oharged 2 crorea net of market debt in India and have paid off 6·7 crorea of 
market and other debt in England. Nevertheleaa, we have finanoed durin& 
the year new cApital expenditure chargeable to loan funda to a total of SO 
ororea of whioh 6 ororea is on behalf of PrcwinciaJ Governmenu through tha 
Provincial Loana Fund. How baa this atriking reault been acbievedP A 
fuller explanation would involve a o1ooer analyaia of the figurea than is per
haps desirable in a Budget speech, and I muat be content to refer only to tho 
main items. Our capital expenditure has been financed in the first place to 
tho extent of about lll crorea by a reduction of balancea, thouah these are still 
about 14 ororea higher than we anticipated a :rear ago. Our Debt Redomp. 
tion schomo gave u 6 ororea aad our revenue ourpluo will aive us 80 lakha. 
Tho Poet Office Caah Certificates and other unfunded debt, including the sur
plua of Poet. Oftlce Savings BAnk depoaits over withdrawala, and the rlli1W"7 
roaorve and doprooiation fonda provided us with the bAl.....,, The incomings 
from rllilway reserve and doproeietion funda and fram oaab oertfficatea were 
in each caoo about ll ororoo more than we bad eatimated. 

81. In 1~ maturing debt falliDg due for l'Ope)'IDeDt including rllilwey 
dobontureo to be redeemed in England amounts to nearly ll4 croreo. Tho 
capital expenditure of the Central Government amounts to 2Bl ororea of which 
26 orores is railway capital outlay. The Provincial Loans Fund estimate 
abowo an outgoing of 7 ororoo for advencea to Provincial GOYemmenta. We 
thus require nearlyll4 ororea for maturing debt and 86t ororea for new oapital 
expeadituro or nearly 80 crorea in all. In order to meat this liability we 
e:opect to be able to draw further on our oaah balancea to tho extent of 16 
crores. We look for 111- ororea from miaceUaneous sources including Post 
Ollice Cash Certificetea And other nnfundad debt, aad about 6 ororea each 
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!rom the Debt Redemption provi&ion and frolll r&ilwa)l' r01erve and r&ilw&)l' 
·and ·other depreciation. funds. So far,· therefore, aa :we are able to. judge from 
our pr888nt eetimatOB, we ohall require to ralle a loan in the monel' markell 
of an amount not ozooeding S2 crorOB. There lo no likelihood of our ha'riq'· 
to resort to external borrowing during 1926-27, thlo being the third 10ar in 
.-on in which tbo iaoue of an eDema! loan will have been a'VOided. We . 
upd to ooaline '!lUHlvea. ~ to tbo iuue of a rupee loan in tbe 
Iadiaa JDOil8)l' market for a 011111. DOt __.Jinc 118 -, of which liO ....- · 
will be for tbo .........U .. of tbo bonda mahring . ...t Septombor. Tha nn 
amount of naw monel' "'luired !rom tbo Iadiaa market will DOt __.J 1 
....-, wliiob ia 1888 than the amount needed to P&l' off external debt in 
London. More than tho whole of our new capital programme amounting to 

. over 85 ororea will be Snanoad withJ>ut reconrae to market bcrrowingo. It will 
be a matter for coDiideration whether at the l&m8 time u we iBaue our rupee 
loan we ehould offer a further opportunity to holdare of hondo maturing after 
19!18 for anticiipator)l' OOD1'enion, oa we did !oat ,..... 

82. Ia aJQ" eaea I feel oon!dont that the atnacth of the poeition thu dil
olooed foiiowing on whet woa aobieved dmiDg 1926 will have a marked!:~' faV0111'o 
able elfeot on the tarma on which we ehall be able to borrow. Tha IJrGlll'
lliYa!)l' falling rata of ~ at which our Ioana in India haft been token up 
b1 tbo publio will eolltinue to operata to our advantage. Our oonvenion· 
iBau01 last summer were offered on a basis of & par oant, tu-free or about &t 
par oant. subjeot to taz, It lo interesting to observe that the new 5 per oant. 
hondo aubjeot to tu: are now quoted in the market at a prioe ehowing a oon
aiderable premium over the issue price and our 5 per cent. tax--free loaD 
1945-&5 now etando da&nitel)l' above par. Tha followiDc figuraa ehowing the 
market prices of Indian Govarnmet aecnritiee in India for the !oat four )l'8&r& 

tell their own tole. 
. 

I!ABKW'P IBIC. OM' 

- lot lot lot lot 
February, 

1923. 
Febraaq, 
~. 

Febraary, 
19ll6. 

PebruU7, · 
19ll6. 

Bo. ... Bo. .. . 
1 p .. -· 'hx-free J..ulNS-M . 88 ' 8610 111 15 100 18 

It per -
Juclia11 Goyii'DIDIJd 6'1 0 88 0 88 t 70 8 

Bopaeloon. 

88. While I am dealing with this aubjocl>, I ehall like to draw attention 
also to the movement of prioee for Indian Government 1toaka in LondonJ whicb. 
bringo out clearly the advanoa in the Iodian Govarnmont'a oredit in tha' 
market which hBB rOBultod·from the abaenoe of all)l' new borrowing ainoa M&)l' 
1928 and from the ge~~eral improvement in India's Snancial poeition. .loa I 
pointed 110t 1ut ,.... , we were fortunate in the rata we -..rad in Ma;v 11111 .. 
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for o11r lost Joan. in;Londcii>.. Generally speaking, prlceo of gilt-edged aeouri
tiu on the London market stood at a higher level at that period than they 
have done at any time eiuoe ·that date, when ...,;. offered· £20 million of Inclia 
4i per cent. litock tcftha public at 90. The market piioeo of gilt-edged ...,..;~ · 
tioo in London inoludiDii Iildian Government loalia are at aU tim eo govenied' 
bt the. general conclitiona of tha Duirket, and have durmg tha raet ·year beOii 
....Wderably aHeotect• by tha Cc>mparative etringenoy which followed on tha 
etepe taken; 'tO 'mltere and maintain parity 'of eterlilla with gold.· The fOUow•' 
iug :6gdna - the priee of Iilclie S ·per oent. ud 8t per cent;- litock b; · 
London in A:pril19U, Aprill928 and February 192&, with tha pricoil of oertaiil" 
ol>lier'gilt-edged:oecilrities at the oame datea: · • ·· • · · · 

I • • • ~- ' -3oth .April, 8oth 'Aim1, -:lit :F~br:aui; .. 
t:' . . 1914. ·.· • 1928.' ':.. : 192&·' 'j~ .·~ 

,,,.IJ!clia,l!: per .cent. .loan,. o' . -751 ·_ '' : · · 80!' ... , . , .·, 58•,c· · "·.' 
,. Iildia;Si-per.beut.,loau:;. ·,·.:·881 · ·."701"·-·· ,:'68' ···"···I 

Localloana3peroent,·~--;;··s7 · 89l· ~- ;.,.;':64!-··· · ·! 
• London j;lounty E1ouncil :. • · · •. · · -- : .' 

· 8t-pa1; cent. ateok ; , - .• - 97 .. '1lli ' . • .. · 73 . · 
.s - "!"'t .•. ' ,, -· ' -. 81 - .· 68l • . 63 •. 

I give a l'urihot' table ClODiparinc tha-prioa of Iilclia 4l pel' cent..ateok on 8lltik 
April 1928 and let ;February 1926 with the price of Britioh Government Sl per 
cent, oonversion. loan on the· same dates. 

. · . ·' BOtlh A pr.J, . lat Februarr, 
19211. 192~. 

. lndia 4i pe..- cent. it.ook 90) ' 881 
~ 3t p~_~nt. ·oonversioD loan. ' 81 · · 16y•~ 

It, will be aeen .that, thoua;h <>wing te 'general market conclitiona the priceo of 
I'nclian Government eecnritieo ·are lower now iu London than they ..,_ either· 
in April 1928 or in April 1914, tha eredit of tha GovernmeDt of India etando 
eOnaiderably higher in the market in relation te that of tha Britioh Govern-· 
mont and other gi!t-cidged borrowere than it clid either in 1914 or in 1928. 
Another rather remarkable CC!noluiion which amerces from th!!I!!Lfiguree io that 
the Government would at tho moment at least have to pay rather a higher 
rAte. of interest .for money borrowed in London than for a loan isSued in India. 
• M. It- is not open to doubt that- the improvemant in Iilclia's credit to which 

I have drawn "ttention ia.due to the etrennoua elf- made by tha Govern
ment of Iildia and tha Legiolature te reetore ud maintaip. ClODiplete bndgetary 
equilibrium and to tho policy which we have'adopted iu regard to prarialon 
for reduotion and avoidance of· debt and to etriot adherence to our rule of 
llorrowing only for p- which are clear~ raprodnotive. The elect ef 
this policy of enoour·agiD.g whenever possible all iouncl schemes that come for
ward ·for capital expenditure· of a reproductive cbaraoter and using our credit 
lai tho market- 'only for ·tho purpose of finanoiuc .Uch raproduotive el<]lencli
ture, apart of· con""' floom tho financing of. maturin1 liabilitiea, io further 
illnotrated i6. the ftgureo which I now proceed to give ._ding the Debt of 
11\clia. & this io the lost Budget with which tha preaent Aeeemb~, wiD be 
ciillcod 'llpoia -to -deal, -I lui-.. had figurea prepared ehowiug the pooitioa of our • 
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• debt "!' .on the 8loUiarclr 1923 ill order to briug out the ch- which have 
,taken place durin; the· three tinancial yeare correaponding to the three yean. 
,pi Iife.of .t~ present Houae, ~ 
j • ' . : ' • ' ' ~ . • . . 
,tot...,oM 1A0t01ng: t.Ao Debt of. Indio, oubtondi"f oa tl>o 6llt ManA liiU, 

·' ; · I lit .MIWCA 19B4, lllt ManA 1915 flftd lllt ManA 1911. 

1923. 1925. 
Blot lhrcb. 
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81st MU'Oh ~ Blot MU'Oh 
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115. In order tq ah- tho Sgarea of our utern&1 debli in a significant wa:y, 
I have converted st.>rling at tho 0111Tont rate of b. 6d. per rupee not only for 
1925 and 1926 but also for 1928 and 1924. Tho improvement in our exchange 
hao undoubtedly given us som.o temporary relief in the burden of interest and 
other payments on sterling de", and its efleot of course is to hriDg about a 
marked nduotion in the rupee figure as compared with what it wonld have 

"been at 11; 44; · It must he assumed, however, that the higher rate of exchange 
has no permanent efleot on tho aotual burden imposed on tho oountr,' in meet
ing our ezternal obligations since, if the number of rupees required is reduced_ 
tho oommodlty value or purchasing power of each rupee is correspondingly 
enhanced. The effect of teking11. 6d. is also partioulerly noticeable in regard 
to the UDprOductive debt &gurea. It will be seea that our total debt of aU 
kinds had inonased from 878•88 orores on the 81et Haroh 1928 to 968-11 orores 
on the 31st Haroh 1925 and h:v a forlher 11·80 orores to 96'1•91 crores on the 
31st March 1928. The unproductive debt waa 264'74 ororos on the ~st March 
1923, 249·88 orores on the 31st March 1925, and will be 225'81 orores on the 
31st March 1926 out of a total debt of 967·91 orores. At the prseent moment 

·it may be said, in order to put the position in a graphic way, that the whole 
of our rupee do" and more than half of our sterling debt is produotive, aJld 
that our unproductive debt is now leaa thaJl oue quarter of the wlaole debt. 
Excluding the Provincial Governments' debt, the incroaso in the produotive 
debt iluring the current financial :year amounts to 27'66 orores, while the 
increase in the three years since 31st March 1928 amounts to 91·06 orores. 

"Unproduot.iva debt bas decreased during the:vaar 1925--26 by ~·82 ororea. 
38. Our internal debt, excluding Provincial Governments' debts to the 

Government of India, on the 31st Haroh 1928 waa 386'08 orores, on the 31n 
March 1925, 394•75 orores, and on. the 81et Maroh 1926, 398'88 crores. Our 
external debt on the 31st March 1923 was 405·31 crores, on the 31st March 
1925, 404·93 crores, and on the 31st March 1926, 456·64 crorea. The increase 
in our extarnal debt durinl the 0111Tent :year is, aa last year, purely nominal. 

·The latter figure includes 4·87 crorea or £3l million of Great Incllan Pen.insula 
Railway ComPaJ17'• debenturse which, exactly aa waa the ease in 1924-26 with 
the 24·67 ororea or £18l million of East Indian. Railwa:v CompaJlJ"a deben
turse, are not really an increase in the debt of India aa a whole but ua JllOl'Oiy 
a transfer from the railwa:v company to tho Government of the liabilit:v to 
meet the same interest charge out of the-earnings from the same Railway. 
These two operations more than account for the whole of the iDoraase in the 

· not amonn~ of our sterling debt eince 1924. In real truth the operet.ion.s of 
the last two :veers have eSeoted a considerable reduction. in. India's utern&1 
liabilit.iea, since,. besides taking over the debentures of the railway companiea 
concerned, tbe Government of India have broupt out tbe ahareholdera of 
these ro.ilwD.;y companies without borrowing in London for the purpose, thua 
converting an a::rlerno.l debt into an internal debt. A further operation of 
tho same sort will take place on the 1st April 1926 when a aum of £3 million 
provided ont of .the Government of India's rupee reeources and remitted in 
nerling to London will be applied to buying out the ahareholdera of the Delhi
_ll'!D~J!.,~Ik.!o Rail:way~ 
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lrf., .J have more thBD cmce publicly stated m;y ecmviction that if India 
would on1;y lea.rn to use her potential capital in greater meaa1U'8 for productive 
pnrposeo than 11he doee at p!'8181ltr-I do not maBD merely for in1'81tment in 
Governmant aeonritiea-snd 1>1 the development of the bank:in11 and invest
ment ·habit would make available for .....,DDerative -dit1U'8 in IDdi& a 
luger portion tbBD, she """' doee of tha enrplas which she ....,. &DDnally bJ 
the e:<pe>rt of har produclo, not on1;y would BD immeu• impetna be pveu to the 
commercial and industrial dOTelopment of India's reaourcoa and new and 
attractive flelda opened for the employment of her educated young men, but 
the proceaa of converting external debt into internal debt could be veey greatl;y 
aocelerated. ID two years the te:s:-payer of India haa managed, without in
ereaaing his external obligations, to purchaea for his own use and profit the 
equity of the Eaat Indian Railway, the Great Indian Peuinanl& Railwa;y and 
the Delhi-Umbella.-Kalka Railwa;y. Ia not tbD an object leaaon of what the 
fnture may have in store if we aet onr minds wholeheartedly to the develop
ment of our own internal resources by the wise application and. investment 
of onr own internal capital P The Government are doing what they can to 
forward the movement, but much must depend on private enterprise and 
initiative, on the spread of education of the right kind and on the oombating 
of what hea been well designated bJ DJ7 friend Mr. Rushbrook Williauuo aa 
India's n uneconomio traditi011 which does not recognise the producti011 and 
accumulation of wealth 811 being among man's legitimate aims!' There are 
thoae, I know, who fear that acoeptonce of the legitimacy of such an aim 
would involve I! prcetitution. of India's highest aalf to ignoble ends. What 
ab&ll it profit a man if ha gain the whole world and loae his own aoulP If I 
believed that hdia'o adoPtion of tbio western economio doctrine would jeopar
diae the hillh achievomento of hdia'o apaonlative thought BDd aaorifioo her • 
apiritnality to a materialiotio and oslfiah creed, I would nnhesitatingly range 
myself with the opponants of chango. I do not think it is open to challenge 
that the depths of nnderstanding of man's ralation to the Inlinite which have 
bean attained b:v the beat of India's speculative thinkers bold out to Western 
civilisation ao it .mots tc>da;y a hope of apiritnal prugi,....._l otraaa the word 
"progr888 "-which is an esseutia1 oomplement and correut.iY& to the material
ism which apringe from over-ampbaaia on the praotioal busineee of oonqoeat of 
Nature1

& secreta and their compulsion to man'a service. India long ago revo}u .. 
tioniaed mathematice and provided the West with the key to the meet far
reaching of all among the mechanioal inotrumants on which its control of 
nature has bean built, when it preeented to Europe through the medium of 
Arabia the device of the cypher upon which all modarn oyatemo of numeration 
depend. Even so, India, to-da;y or to-morrcnr, will, I feel confident, revolu 
tionize Western doct.rinea of progreos 1>1 damonatrating the inonlioiency and 
lack of finality of much of the West's present system of human values. But 
I do not think thet the denial of all value to western endeavours to inoraaae 
the production and acoumnlation of woaltb ia eaaential as a oupport to the 
hdiBD philoaopi>J of life. I hold that inereaaad production and aoonmnlation 
of wealth are a .......,.....,. tbamealvee indilferent, neither gnod nor eril-hut 
an indiapntoble meano towarda the attainmf1Dt of a higher idaal, the broodeD... 
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tag and deepening of life' a·. meaning for the indiridUB! and still more for the 
mau of mankind. What matters esaentially ia the purpoaa with which thq 
are striven after, and Eaot and West alike can and ought to strive after tham 
aa a means to a his:her end. It is an Indian commentator on Mr. Rnahbrook 
Williama' challens:e who haa said that tho trouble Ia that this uneconomic tradi
tiOn has not made the Indian 1010 materialiatio" than the European, but it has 
.blade him a worse materialiat. · 

38. P..t Ollie• CtW. Ceriifi.,..tos.-Among the instrnmento of .our poli07 of 
'\>IIC01Il"aging the invaatment habit, the Post Of&oe Ceeh Certificatee kkee a -
,.unent place. This security coml>inea in iteelf features l>olonging to savinp 
lbank deposito, in particular the. facility for enoaahment at· an:r time 
ad . protection against any risk of. depreciation in value, together 
with some of tho charaoteriatics of an investment. It .may be 
reprded . as . tho ideal secnrity for thi> vol"l' small investor enabling 
him to cr01111 the brids:e dividing a depositor in a savinp hank from 
a bolder of marketol>le investment secnritiea. It has been o'b110rved in 
England, and ia no doubt true in Iudia also, that a conaidarahle portion of 
the moDo.J' withdrawn when Savings Certificatee are caehed ia not really thare)>:r 
withdrawn from investment altos:ether, !Jut ie nsed for the purpoaa of rein
vestment l>y the holder, for example, in ·houoe property, in the purchaao of • 
l>usinOIO or in a. morketable security of oomo kind. The money would vary 
likely not be saved at all if it had not first of all been attractod to the profit
able purpose of the purchaae of one and then another oaoh certificate. It ie 
then accumulated for a period at oompound interest and when it comes to bo 
withdrawn the sum, now grown to larger _dimeDBiona, is added to the invested 
1l&pital of the country, and all the time a new class of small invoator ia being 

· .....,ted l>y this prooeso. During the year the popularity of the Poot Of&oe 
Ceoh Certificate has been even more pronounced than before and an:r aetion 
tending to check the growth of the hal>it of investment in caoh oertilloetee 
would bo contrary to the true intereote of India. · 

89. At the oame time it muot be realieed that the rate of 6 per cent. oom
pound interest, n·hich io obtainable on a cash certificate held until maturitY, 
is now unduly high when regard is hod to tho general fall in the rate of inter
eat obtainable on other Government securities. We are moving on, as I have 
already oaid, towardo a period when even 6 per oont. will oeem a high rate of 
return on an investment iooued on the secnrity of the Govemmen• of India. 
Tha recent aetian of the Imperial Bank of ludia iu reducing ito rate of intereot 
for oavinp l>ank deposito to 8i per oent. may bo cited aa a fnrthor proof of 
the pBIBing of the period of high interest rateo generally. We are therefore 
OODBidering the question of mu.king some alteration in the terms on which the 
Poet Oflioo Cash Certificates are at preoent offered for subscription, while .at 
the same time intrbduoing certain new menaurea which will add to the popu-
larity of these oortilicateo and prevent any reduction in tho yield from chock
ing serio1l8ly tho s:rowth of the habit of investilll in them. I have observed 
recently oome criticism of tho Government's poli07 in olfaring thoeo certi4c&tee 
for •le on the ground that the growth of hank deposita ie tharel>y chocked. 



... In 10 far a,s these complaint. have reference to tho hip ;iield at present obtain
. ab~e, ~ha reduction whiob . we contemplate should remove any ground for 
.objeCt>on •. -But I take iuue with these critics when they imply that the gen~ 
. raJ policy ,of iuuing cash certificates militates against other forma of saving 
~nd depositing of ••vill&l with banks. Jifo truth has bean .more firmly eot•b
Uahed by tha uperienoo of rJl the oountrieo which have edoptad and extended 

· tha a,atem of caah certilicates or corresponding MOUritiea than that tha gone;. 
rallltimulua to oavina; and .inveating which they gift roaoto bonelioially on aD 
other forms of aa'finc. 1 

40. The Government of India are not infrequently aoouaed of want of elutl" 
city in their approaob to fiuancial queatioua and lack of imagiaation and of 
oympathy with tho bard..,. of the taJO.payer of the day. I take tho accnaation 
,of want of elasticity u a oom.pliment. It can, I think, mean little more thaD 
that we have a 'delinita policy ud stand by it. Imaginative finance is apt to 
mean a capacity to lnadgoa6 for imaginary receipto whiob fail ta _...._ The 
euieat road to _..w:ity for a Finance M81Dber is the adoption of a policy 
of makiDg pootarity .P&7· I haft already drawn attentioa to tha rerJly atrik
inc uaprovement in oar credit and in tha figure& of oar Publia Deb\ which baa 
renltad from otriot lldborenoe to tha priDaipleo of avoiding aD horrowiag for 
other than truly productive purpoaes and makinc edoquata provision for reduo
bion or · avoidance of ,debt. Tha common complaint ageiuat this pollcy 
is thaHt adds ·to tho burden of tho tax-payer of to-day by pootponing the date 
when Provincial oontributioua can be further relleved and taxation reduood. 
I obrJlange avon this conoluaion,: Tho direct reoult of our policy on the Budpt 
ficuroa for 1~ is that our total-charge for intereat is over 1 orore looo than 
in tha -revised estimate for 1926-26 and So« erorea looo than in 1~. .A. 
oontin111m08 of this polloy is oertain to load, in tha abaonoa of untoward incid
ents, to a tiODIIiderai>Ie further :nduotion in the obarp for in- in 1927-28 
and fnturo .,_.. •Departure from it would baft disaotrouo .,._ on tbe 
rata. of intareat which ,. should bavo to pay for ·ronewalll of our maturing 
debt .and for tho now capital roqnired for reproductive purpoooo. If "" are 
able this year to brine to an end the unhappy history of the Cotton ExoilfO 
Duty, It is largely booauao ·of tho reduction in our lntereot chargee. Nor is it 
ouly the tax-payor of tho Central Government who bono&to by the result. of 
this policy. ·-The figure& I have giftn relate to tho uot obarge for in- iu 
tho Oontrul Budget ~ If railway rates and '- are in preoooo of rod
tiOD, it· is in part duo to tha ftductiOD in tha charge for in- oa capital. 
proeont and fnture, inveated in our railwoy ontarpriBM. :If oomo of tha Pro
vincial Government. bave recei1'ed relief in regard to their Provincial -tri
butiona and if they and tha other Provincial Government. are hoping for 
further relief, it is to aD .appreciable extent the ·reduction in our intered 
cha.rgea which has enablecl us to do what we have done and which justifi.ee our 
hope and theirs of further relief. Not only so, but the reduction in the charge 

· For interest directly affects their own budgets, in that it ae"ea to reduce the 
rata which thay have to pay for their borrowingo from the Central Govern· 
mont. .A. year ago tha Bouse showed it. recognitiOD of tho wisdom of 01!1' 
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policy regarding provision for reduction and avoidance of debt b7 enclorsiDg 
that policy and voting in full the demand in which that proviaion waa included. 
To-day I am able to show to the Bouse the direct banefits of its wile action in 
this mattsr, and I trust that tho. Bouse and tho country will now realiae that 
it ·is not from ""7 deaira to maintain tuation at a higher level than is abso
lutely unavoidable that we iilalst> on the debt policy which we have adopted, 
bot that auch a polioy is diraotly ealoulated to bring raal advantapo and raal 
relief to the tu-payer of to-day ao well ao to the tax-payor of to-morrow. · 

41. Impro•ements in fin<mciGI macllinei"I/.-Bofore I paao on to the Budget 
estimatse for 1926-27, I deaira to refer briefly to ooma not 11llimportant changoe 
which hove been mode this :rear in the form of the documents which 
will ahortly l>e placed before the Bouse. A 7ear -· aa ·the Hcmoe 
will remember, we introduced various ehangeo in the form of the 
Demaudo for Grants in the light of observations made b7 the Public 
Accounts Committee. Thlo 78ar we are in pOIIIelllion of the reoults of 
an inquir7 conducted at tho request of the Public Accounts Committee into 
tho p011ibility of improvin11 tho appropriation reports on linea auuaotod by 
thet Committee. The Auditor Genoral'a recommandationo were oonoidered b7 
the Publio Accounts. Committee in Auguat laat· and reooivad their general 
approval, end their wilhoo are being carried oot·in the Appropriation Bepwm 
for tho :rear 1924-26 now undar preparation. : In order to brin11 tho Demands 
for Grants into general conformitJ with the Appropriation Report& and thor&
by to facilitate compariaona between estimate& and actuala0 oo.reoponding 
ohangoa have boon made in the ·form of the Demando for Granto for 1926-27. 
Each grant il now shown au~vided into a numbor of aub-heacla and the 
actual expenditure will l>e accounted for llDdOl' each, ao that the Public 
Accounts Committee, when the7 aorutiniae the iDal accounts, will l>e able to 
oompare without dilliculty the actual expenditure with the budget provision 
under aach sub-head and to fullil more easily their conotitutional teak of ex
amining the utant to which savings under one sub-head have been utiliaod 
by the Eacutive Government towards extra -diture uoder another. The 
existing diviaioa h:r oirclea of account hao, how..,.,., l>ean retained and dataila 
ef -diture are given in the aame fulbt- aa before. A.nothar chango 
which will jump to the e78 of anyone using thooe volumeo is thet we have 
reduced moat of them to octavo aise-a change which effeota a oonoiderable 
reduction in the cost of printing. It is not p011ible to alter the aisa in all 
caaeB this year, but our intention ia to complete the proceaa of converaiOD to 
octavo aiaa in full a :rear hence. 

42. A aeparate demand will l>e included in the 1926-ll7 Demando for Grants 
for -diture in connection with the eeparatioa of Audit from Accounts in 
the Unitsd Provincoa. This measure has been advocati>d by the Retrenchment 
Committsa and by the Refcrma Enquir7 Committee from different points of 
view. Tile latter Committee hold that soparatioa of Provincial from Central 
lhumoa wao an 0810Dtial preliminary to any appreciable advanoe toward& pro
vincial auton0Jll7 in financial matters, but before auch eeparation can be ao
compliabed, Provincisl Govarnmonts muat l>e in oontrol of their own Accounts. 
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. .Audit, howl:.,, appean to he a subject which W remain u at preoent in 
•• ~he banda of '&; eingle authorit7, the .Auditor General all over India. Tho 
oeparation of .Audit from .Aooounta u therefore involvod aa a preliminary to 
further advanoo and it appears to offer other incidental advantageo, I need 
~ mention two at preoent. The liew Q1tem .of aaoountiDa wbloh we pro

. pooe to introduoo greatly faailitatea a c1ooer and more el&oient oontrol <>f 
• ezpenditure b)' the Deportment reeponsilde for that ezpenditure u a oontinu

ous proceas during the period of tha ezpenclitnre, .The Audit deportment, on 
the other hand, is relieved from the mecb.anioal routine dutiee involved in the 
present a)'lltem and it. audit becomee more Hsrching, With the approval of 
the Secret&rJ of State, therefore, we have deolded eo an ezperimentai11181111Ure 

·to introduoo the JUiw schema Of aoparation, aa from Jat April 1926, in the 
accounts of tha United Provinooo whooe Government have - n od their 
d..,;,.; for ita introduction. . 

BUD- l!:ornurss woa 1926-21. 

E:z:penditure. 

43. MililfH'II ezpolldilun~Tbe form .In which the detailed Militsr)' 
estimstea will he plaoecl before the Houoe hu not ......., matorially altered 
aa hu ........ done in tlie .... of ·the Cioil estimates, and the changes are 

.confined to •a. more.logioal rearrsnge>nent of minor heads, As Honourable 
Membera. are ·&ware;- a -Committee has been appointed ·to investigate the 
B)'lltem.·.of .• Oon Accounts i>t pr-nt in foroo In tha Army, with r. representa
tive .of tho Publio. A.ccov.nt. Oommittee"of •this Bouse amon11 the members. 

·.Our .. experience.of·tha preoent ll)'lltem 'Of 0081: acoounta duri:t!.,the lest four 
.yeere and the- fr.ot that ·the' British Govermnent· have tJy decided 
to .introduoo omdical··moiliAoa.tione ·into the ll)'lltem of 0081: aooounting in 
.the. British Army led .,.: to• the eonoluoion that ouch an inquiry had 
become neoour.ry in India. · Maferial changee In the form of tho militsrt 
estimates .have tlierefore. ·to· he postponed pending the uamination of 
lh& .._,.,..ndationa of thet Committee. J!'uller ezplanatiouo bn, bow
ever, - 11hea of th& vr.rious details of tho mllitory estimatee in .,.;ow of 
the dosire - d in tho GOUr88 of the Budget debatee Jut ;year II]' mem
bers of this Bouoo. 

44. Tlio Dot militory ozpendRure for tho year 1926-27 is animated to 
amount to 154.•88 eroreo, I.e., a reduction of 1'87 crorea u compared with 
flle Budget onima£es for 1926-28, thua msrkin11 a further nago in advance 
towordo tho goal eot II]' the Retrenchment Committee. Tho proTioion for 
...mblishod obargee amonnto to 54·2<1. Cl'OZ88, the balanoo repreoenti1111 
remnants of epeolal post-war chergea. The figure of 154.'88 cror88 includeo. a. 
oum of 88 lakha for tho payment of gratuitiu to demobiliood ofBeon, this 
being the loat year which wiD. be burdened witli a. charge of this character. 
28 lakho have lioen provided for the completion of the buUdiDII programme 
in progi-..,. in Wazirlsian and for 'the Royal Air Force. On tho other hand, 
we appasr for the moment to have como almoet to tho end of the oarplua 
-r etozeo which have been a future on the credit lido of tho .-.mt for 
some yean put. Yfe are allowing for a credit of only 2& lakho under this 
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head aa compared witli 70· lakho in the Budget estimates <4 192a-28 anc1 
1,10 lakho in 1924-25. Tho figure of 54·24 crorea net for established oho~geo 
includes a awn of approximately 60 lakhs for new urgent measures mainly 
of a non·reourring nature for the purchase of new e~uipment.-

46. Among the mora salient features in the new estimates I may 'mention 
&mti the oliaappearanco of provision for one British' Cavalry regiment, eoat
ing a BUill of 22 lakho a :J81U", which baa now b- dispeoaed with, this being 
the !eat of the specific reduotio111 of the strength followins on the rocom
menda.tioDB of the Retrenchment Committee w]).ich remained tO be carried 
out. Chargee for pensions in India and in England show a recurring redu~ 
tion of 37 lakha, .while paJ11181lta to the War OBioo for British tranaport 
charges have been brought down by 17 lakha. It haa 1Jeen neceaaary to 
provide an additicmal liO lakha owing to hig}ier pricea for artioleo of food 
and forap, and ·an additional liO lakhs is alao included for the purpooo of 
accelerating the programme of electrification of barracks and of building 
of new linea for Indian troops. As a aek>fl to this last liability, an addi
tional credit of 20 lakha is antioipated from the disposal of surplua military 
Ianda and ·buildinp. 

46. Our total ""Penditure · 011 military aervicea, includina the Army, 
Murine, lllilitary Worka, and the Royal Air Foroa,. amounted in the year 
1920-21 to 87•40 crores net, of which about liO croras represented special 
expenditure 0.11 operations in Waziristan. With the ceuation of these 

· operatioua, the Budget estimates for 1922-28, which formed the basis of the 
Retrenchment Committee's innotigationa, shewed a - total _..ditnra of 
67"75 crorea. The recommendation of thet Committee waa that the Budget 
for 1923-24 ahould he &xed at 571 crorea, aubjeet to such additions ea might 
be neoessary in view of the delay which would ensue in carrying out the 
changes recommended and in order to meet special expenditure in W uiria
tan, etc, The Committee went .on to sa;r that for subsequent years the 
adoption of their recommsndationa ahonla enable the estimetea to be re
duced to 57 crorea, irrespective of savings dne to farther ._nomieo or faD 
in pricea, and ths:v ""Praaeed the opinion thet continuous dorta to ensure 
farther reductio... ahonld, in combination wiih the ""Peeted farther fall 
in prices, enable the military budget to he reduced to 60 ororea net after 
the lapse of a few years. The actual sspenditure of the year 1923-24 
amounted to 58•23 crorea and the first stap of 57 crores mentioned by the 
Retreechment · Committes waa thus passed in the lirat year. The Jigure 
of 56"28 crorea included heavy ""P&nditure 011 gretnities to demobilised 

. officers and in Waziristan, but these abnormal items were counterbalanced 
by Credits from the proceeds of asle and utiliBStion of snrplus storaa. The 
Budget for the year 1928-24 allotted a net sum of 62 crorea for military 
services. This waa reduced in the Budget for 19"..4-25 to 60i crorBB, bull 
b:-o the time when the Budget for 1925-26 wns under consideration the 
actual efeet of the ratrsnchment operations, "which it had 1Jeen diBicult to 
gauge in aavance, had become apparent, and it was possible to reduce 
t.he bud&ct provision for 1925-26 to 56"25 crores net. 
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47' ~~U.o~~. ta.bl.e·b~ out the ~ults ach~eved at a glance:-:'" 

.. _ Wet ""''"'ndt!wre of Mtlttarv •mneu. · 
· ·- . - · · -, · · ·{In orores of rup~1.) 

- 1921·22. 1222·211. 192&-2.i. 1921.-25. llJ25-!6. 1926-1!"1. 

- 'Bdgot esii,-..to 66"82 67"76 112·00 60"25 56"26 64·88 
Bovlo.od eotimato · • 69"36 67"09 _ 59"7' 66"83 SG·llS 
Aolual expenaituro· • 69"81 66"2'1 66·2! _ 66"88 

Theee . figures 'include !'Ortain clieturbing items beth -on the credit and 
debit Bide, and it .. is therefore of special interest to compare the true figures 

-.of the. established charges, ~hat js, the normal cost after elimination of ape- · 
cial charges .such as those. _ftJr._ demobilisation of surplus officers and special· 
credits for .the eating down, _of surplus stores, In comparing these figures 
with the figuree given"by the Retrenchment Committee, Honourable Mem
bers. should · beav in·. mind the_ fact that certain charges amounting in 
1926-27 to 89 Jakhs; of whicli tbe most. important are tbe chargee- for 
Ouatoms ,duty on imported etorea and tlie cost of Stationery and Printing, 

· ha.ve been added to the military estimates since 1928--24, as the result .. gf 
-new decisions regar~ing classification. 

.Estimate 
Aotnals 

--Adiullted figwru of' · Ellabluhed cha•o••· 

.,•, ; 

1928~24. 

61"9 
66·7-

· (In orores of rupees.) 
192-1-!6. . 1925-!6.- 1921!-ll'l. 

69·4 66-0 M·! 
66'8 66"! 

(Bel'iaed eetimate.) 

48-~ I·· cannot ·allOw·~this··opportunity ·to pass without referring once again 
tO the deep debt of g<atitudo which I owe to the Jat-o Lord Rewlinaou for 
his- wholeheartea co-operation' ana 'earnest determination to secure economy 
in expenditure -on military services. His untimely death meant a grievous 
loas ·to me---'-1 lost a personal friend an:d a colleague to whom I owed more 

. thari I can -sa:y--a:Dd India lost a true friend. The ideal- at wlrlch ·he ·con;.;. 
atantly aimed was an· :Army in India not larger than he regarded as absow 
lutely essential in· India's interests, adequately ·equipped and fully trained, 
so that India ·might- ·obtain the maximum service from a fully efficient force 
at iilie miaimum cost; Our military expenditure waa kept during hie regiDie 
under conatant ecrutin;y by the Finance and A<m;v Department& with the 
object of seouring further economies. I gladl;y add tbat thie policy baa been 
continued under· his successor and has th& full support of His Excellency 
Sir William Birdwood. I am confident ibat adherence to thia policy will 
reeuU in still further reductions in our military expenditure witbnut the 
eaa.ifice of that eeaential eecurit;y which muat alwa;ye be our fint aim. 

49. We are fortunately nble ·to forsee considerable savings· of ·aD auto
matic character in our established chargee in future yean, as the result of 
the reduction of' tbe ratea of pay of the Britieb ealdier which came into 
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e!eot in October, 1926;. The immediate aaviDS for 1926-27 under this head 
ia not appreciable aa the reducecl rates of pay dect only ~.''-uito, hDt 
it ia •timated that, taken in oonjwaction with the reducfii""' below present 
eoot which will in due eourse reault from the .-nt revioion of the pay of 
oJIIoers in .July, 1924, the savings from Wa source should amount to 111 
lakha 'in 1927-28, iDoreaaing annually to about 80 lakl>s in 19110-31, and 
about 1l crores in 1983-34. Before leaving the miijtary estimates, I must 
refer brially to the question of stocks held by the 'Army on which I com
mented laat year. During the course ·of the yeai the whole qnestion .haa 
been completely examined and collSiderable modifications a:re necessary in 
the ~res then !liven which were basecl only on information available at 
headquarters. A. full atatement of the balanceo now diacloaed will be found 
in the volnme of deteilecl eatimatee. 'rho amount of' stocks held provH 
to he appreciably in uoese of tlie amount indioated .in the &pres plaoecJ 
before the Retrenohment Committee, and of th- on which wa ha..., hitherto 
been working. One of the terms of reference to the expert committee of 
inquiey into the arsenals and oMnance dep&ta which I mentioned earlier 
in my speech is the u:amination of surplus and Obaolete Btocka, and I ·have · 
little doubt that a further redumon will be elfeoted aa the reault of this 
inquiry. 

60. Ci•il ozpenditure~I now turn to our eotimateo of Olvil expenditure. 
The total figaro of Olvil expenditure in the reviled estimates for 1925-28 
ia 41·46 croreo; the corresponding figure for 1926-27 la 41•76 croreo. 
Thia amall increase, . which emounta te 80 lakha, eonoaala a ·big decreaae. 
In 1926-28 we had a big non-reourriDg credit, originalJy eotimated all 
1•29 croreo but DOW aaoortainecJ in tha revioecJ eotimates to be 1•81 
crorea on aocount of the transfer of poatal and telegraphic otoreo 
(including the atorea of the Indo-European Telegraph Department) from 
Revenue to Capital. The chief feature of the espenditura of 1926-27 . 
ia the reduction, whose significance I have already endeaTourecl to esplain, 
of appnmimately 1 crore in the charge for intereat. For market debt tha 
charge for intereot in 1926-a7 showa a reduotion of 1·79 croreo on the current 
yoar'a figureo parily because of the effect. of our converaion loan and partly 
becauae we were able to finance all our own capital expenditure includin& 
rai1Wil71 and the capit.al expendit~e of Provincial GoverJ1Dlenta without 
aclding to our market debt. On tlie other haacl, there ia an increase of 75 
lakha under Intereat on un-llaneous obligations which inoludeo intcreet 
on provident and aimilar funcla, aavingo bank clepooito, caah oartificates and 
unfundecl debt 11enerally. The net reduction in intereat chargea ia therefore, 
as already stated, about one crore. 

Ill. A. clrastio reduction of the area under oultivation in the United Pro
vin008 by one-third reaulto in a oolllliderable reduction in our espanditnre 
on opium.· A. further recluctioa ia anticipated in tha near future as the 
reoult of the aubatantial reduction in the pricea paid to cultivatora. These 
iteps had already bt~en taken, in consideration of the large aurplus of stocks 
that we at preoent hold and of future requirementa, before we arrived at the 



decioion -. ~cocl neontly to recommend to the LOgialature o. policy of 
progre&Slve redllotion and eventual extinction: of· our ozporta of opium. Otr 
this important qt..t;on of polio;y I :need say no more at the preaent moment 
beyond drawing ·attention to tho fact that it foreahadowe tha Pl'OII'OIIive re
duction and .,.entual cliappearo.nce of o. heo.d of revenue whioh at present 
,bringo '118 .in. apprvximatol;y ll aroreo a year. · 

62. ·Additional · ..._.,._, on b.,..jlcial ..m.u.--our ..timatea of 
Civil azponditure inolude inoroued provision for what I may oall bene
ficial servicei. ··I drew attention a year ago to the increue in ·the curran~ . 
yaar'o eotimo.teo under th- headl and a ·recent debate showed that the 
Bouse oharee tha 'riow of the Goven>mont of India that some addition to
-diture in thasa directicnla Ia both deoirab1e and proper, and that the 
Finanoe ~t'a - of wise -a;ture within onr, aftilabla
roaolUWII and avoidance of· waste rather than retrenchment at aU eootao 
iS endorsed by· public opiniono· .Among new iiems and inoreaaea in exist
ing items <>f azpenditure on. ,benolicial aor'ricea inoludod .in the Demands 
for Granta I may mantion an enhanood grant. of 6t lakluo to tho IndiaJL 
Iteooarclt FuDd · .Aosociation, an .. inoreaeo of about a lakh for oduoation. 
in .the North-Won Flontier Pro'rinco, as well as a. DOD............,. grant. 
of about It lakha for a DOW building for tha Got6iumont Hip School at. 
Poahawar, a further gi-ant of 111. 60,000 for the construction of tha Victoria 
Hospital at .&jmar and a similar grant lowardl Dr. Shroff's new Eye HospitaL 
in Delhi. We have increaaod the granta to the Benares and ..6.ligarh, 
Univeraitioa by 111. 26,0QO each and that to Delhi University by 111. 10,000. 
and have provided ll lakha eaeh u the lint instalment& of ~ 
aranto to the two lint uamod Universitieo. .Additioual fundi have been 
pro'ridod for reeearch at Coimbatore, Puaa, and llluktooa:r, and for the 
devolopment .of the Dairy Farms at Bangalore and elsewhere and of the
Anand Creamery recently taken over from the Military Department, and 
further provision hoa been made towardl the completion of the new Forest 
:Researclt Inetituto at Debra Duu, Where I)Ver 60 iakha out of a total ~ 
tionod -ammo of over a orore hoa already been opeut. 

68. The provision for reduction or avoidance of debt iD IIOOOI'dance with· 
the plan set out in tho Government of India Resolution, dated tha 9th
December, 1921, requires 4·88 orores iD 1926-27 or practically the oame 
figure as in 1926-26. Tho Government of Inclia propose, however, to make
two ohaogee whioh affeci the total amount of espenditure under thio heaci 
iD 1926-117. Two year& ago, on the pallsiug of the ameudmen:t to the Ilea. 
Customs .Act, tbe practice wu introduced of adding to the provision for· 
reduction or avoidanoa of debt a oum equal to the Ouatomo duty on etoreo
imported on capital account, including storea for the uae of Stat&omanaged·. 
railways. I promiaed a year ago to .reconsider thla practice iD tho light of 
oriticiams railed .in regard to it in thla House. There are objootiona in 
priuciple to iullating revenue at the azpensa of oapital. Ou object in o.mand.
ing tha Sea Ouatomo .Act and making Government otores liable to duty ....._ 
o!NrlY uot to inoreue Uae Ouatoms revenue at the B"JJODB& of onr -itar. 
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charges. I recognise, however, that there are arguments which can be 
brought forward on ibe q.w.r aide, in view particularly of t~ fact' ibat the 
railw"'18 pay a contribution to general nmmueo on the basi" qf. their· capital 
expeudit111'8, including whatever may have been paid in Ouotcm8 duty, aud · 
that railway rates and fares aro calculated with reference to the capacity 
of ibe railwaya to earn profit& .on the whole qf their capital ftpenditure •. 
We have iborefore decided to meet ibe views expressed by critics in ibia 
Bouoe a year ago aiul. omit ibia portion qf the provision for redemption· qf 

debt. An opportunity for reconaiilering the whole queotion can. be ·taJren: at 
ibe ftllir:r of ibe &..-year period for whieb ibe Debt Redemption acheme 
ia in force. 

154. The second propcsal whieb ibe Government of India are making 
in thia conneotion will be found eualuined in a clelll8 in the Financa Bill 
dealing wiib the dispoaal qf tho """"' reoaived hy India from Germany on 
Reparation account. Theaa nma rep.--n~ India's share ail the amount 
allocated to the Brltioh Empire out of the Dawea annuitlee. The actual 
allocation is full of complicationa. The paymento by· Germany for aU 
treaty ebarpa under the plan adopfed -.ary from 1,000 million gold marlm 
a\ the atart to 2,600 million gold marb in the Mth year; ibe....rter· ·they 
are to be fured at ibe latter eum· together' with a oupplemeut computed 
according to an indes of prosperity. Tlie annuities are payable in German 
ourrency and fl>e amount to be tranoferred fo Germany'a creil.itora outside 
Germany baa to be decided by a Transfer committee with referenoe to the 
capaoity qf Germany to make deliveriee in kind or in ·caeh wiibout en
dangering the etability qf the mark. Before the total amount 10 trenofernd 
outside ia diatributed, a number of ebargea have to be dedueted, including, 
for e1r:ample, \:.he coat of service of Germany'• £40 million ezt.ernal loan, 
the cost of '£he Reparation Commission, the amounts allocated toward1 
the payment of the Army of Occupation. and of the Belsian War debt, 
and otber items. The enct amoan~ available for distribution ia thue at 
all tlmea problematical · and emaordinarily dil&ca!t to forecaet. Tho 
British Empire aa a whole receive 22 per OOllt. qf the total oum available, 
and India receives 1·2 per oent, of tbe Britieh Empire's share. The beat 
calculations ibat I have been able to make, which neceasorily are based 
on somewhat arbitrary 888111Dptiono, point to an annual receipt by India 
over the next few yeara qf onma -.arying between a minimum qf £66,000 
and a maximum qf £250,000. In liiU$ we Mceived £81 ,(00 and we 
ozpeot to receive about £66,700 in 1925-28, The present estimate of re
ceipto in 1926-27 is about £120,000. 

156. The reparation receipte may be aaid broadly to cover in the case 
of India oue or oiber of tbe following c1asseo of ftpendit111'8: (a) penaiono 
and allowanoee payable hy the Government to war auJferera; (b) ftpondi
ture in replacing lcsaeo hy enemy action or in repatriation of enem:r 
nntionals; (c) compensation payable to private persons and local bodiea. 
So lar as expenditure on replacing stores lost by enemy action and the 
coat of repatriation of enemy nationals are concerned, the receipts represent 
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· """""1"7 ~ expendiiure p1'8Yioooly ineumod bt the GOV<IlDIDeat; Buch
. expenditure ~ded to the deficita qf past yean and ·was in ·olfen met hoi.. 
borrowed fund*l ·RecorriJII· expenditure is riill •being met b;v the Govern
ment in raspeot\of pensions, and allowances. Soma .part hu already been 
oovered, but the major part will come in futUN ;veoro. The .receipta w.hioh. 
the GOV<Irnmeat now obtain frem · the :Reparation ilCCOliDt· repreaont a 

.. contribution towardo .the .capitaliaed -.aloe of ·ouch po:vmenta. The ..,m
penootion pa;vable to privata pereoos and DOD-Oovenunent "bodiu atanda 
on a different footing. · The reoeipta on t!Us ilCCOliDt are not really· reoeipta. 
of tho GovVIliiiSDt of lnilia ezoept in a teclmloal oenoo. 

56. It 108IDI reasonable. to utilise reoeipta from Garman;v under alt · 
but the Jan haad for reduction or avoidanoe of debt rather then to treot 
them u an OJ<tinar:v itam of revenue. ODIT bt this prooedUN will there
he annual aa'riDp in intarelt in future to eorreopond to annual pa;vmenta. 
on account· of pension. fhe Govermnent propase -therefore that payment&. 
for oompanaation shall he. tleduoted from tho total reparation .receipta anct 
applied for tho purpo10 for which tho:v are . intended, and thet the balanee
of onr reparation receipts ohall he ·11evoted io ihe rednotion ar avoidoaoo
of debt. B:v thno .apPlJing th010 apeeial .reoeipta, the Government will 
I tl1ink .he foUowing the prooednre which is moet iD aoeordonoe with finan
cial propriety, and ,.. aflall at the oome time avoid dioturbaoeo in ear
own Budget eatimates arising out of tho 8unuating and unoartain obarao-. 
tor ·Of thBBo receipts, This proposal and the propoaal to brina to an end" 
tho praniCll. 0f aott1ng aside for debt purpoaBB a awn equal to the Customs. 
tluty on otores imported on,. oapital aceount are intandod to be token 
together. Tho rooalt of the two propoaala eombined wiD he to relieve OU1"" 

revenuoo of a ~ of about 7 laktia if our ootimata of• reoeipta on .repara
tion account i1 appros:i~p.ate]y correct. 

iJ7. This ma:v perhaps he a oonvenient point at which ~ mention that. 
we are continuing for 1926-27 the 888jgnmenta on account. of Cuatoma.. 
dat:v on Governmen$ atoras introaaoad as a tamporary m........, two ;veano. 
ago to . those Pro'riDees which have mJt :vet .obtained a ...auction in theiJ
eontnlnltiona . tq the Central GovolDIDont. . ~ oniT important itam ia 
this conneation lo a onm of &89 lakhs pa:vahle to Bnmboy. It is obviously
deairablt~ that these asaignmente, which are objectionable in· principle, 
should )to oxtin&nished at an eorl:v date and we propoaa veey shortJ.y t<> 
take up thia QUeBtion in connectiolf: with the ezamination of the Report 
of tho TamtiOJl Enqair;v Committao ......,tl:v publiohed, witll special refor
enoe to their propoeal fur IIUICiif:viDg the uistiDg Devolution Rnle )/j ia 
regard to the payment to tho Provinees of a ohare in Inoome-tu receipts. · 

B011enuo, 1916·11, 

·58. Cu.atoma.-1 now tum '6o the estimate• of our revenue. It ia neces-
1181"7 to anticipata some elimination in the importa of ougar, but we mo:v 
I'OIUIOJl&bl:v loot for compenaation for the awns thus lost in inereaaod .,._ 
eeipta from dniy on - pieoagooda and in what I ma:v oaU the normar 



tr"'wth nuder other heacla. On this ~asis the net revenue under the head 
of Oustoms is estimated at 48•15 crorea, or an increase of 1"80' crorea over 
the revised estimate for t&e current year. This· :ftgure includes 1,711 lakha 
of revenue from the Cotton Excise Duty. ·This mey M.tegarded as a fairl7 
conservative estimate of what tho yield from tho duty would ~. if it wore 
ooatinuod. The yield ia 1~211, the last year in which the duty was fuJ17 
oolleoted, was li,1B lakha, while ·the highest 8gure during the last six years 
wao li,S1 lakha. ' 

69. Ta<£U .,. ltO<OfM.--'l'lie maiu change in'· the trecle oouditious of 
192li-liB ea compared with the previoua year is tha• the cotton mill industry 
in Bombay baa pasaod through what I hope will prove to ~. the psriocl 
of ita severest depreaaion. We have to allow therefore for an appreciable 
reduction in our revenue from Bombay- under the head of Taxes on 
Income, Conditions elsewhere have ~en on tho whole ~tter than fa the 
prerio'aa year and our adminiitration ia inoreBiin1 all the time in efticioncy. 
We have adopted for 1926-27 a figure of 16-lli crorea of reesipto nuder this 
head or 10 lakha te. then onr revised estimate for· 11126-26. This re
preseuto 1·ll0 crores te. thaD the Budget eatimate for .the ourrent year, 

80. Boft.-I estimate onr reesipto under the haad Belt at ·the tigure of 
6·90 erores, which asaumOB that accumulated stocka will have ~en worked 
dcwn by the end of thia monih. · 

81. Opium.-The gross reoeipts from 'opium··are estimated at 69 Jakha 
below the revised ftgure for 1925-28, which included a Jorge ai!ventitioua 
reoeipt under Exci10 opium owing to the taking over by tho Provincial 
Governments of stocka held at troaanries. The net receipts' are OBtimatod 
to be practically tho oame aa this year; name!7; · ll·16 erores, owing to 
reducti01111 in expenditure aJreody referred to. · · 

ell, Bail111f1V8~As the Bouaa is aware, the total contribution from Jtail
wayo to general revenn01 during 1926-ll7 is OBtlmotod at 6·01. ororea. This 
ropreaonts simp!7 the amount of the fi:l:od contribution baaed on tbo aotual 
receipts for 1924-211, which waa a particularly profitable year. It aaatUDea 
that the net gain from BaUways, after deducting: th'e contribution, will 
not oxoeed S ororoa and will accordingly M tranaferred in full to the 
ro.ilway reserve. 

83. Poats aM Tel<gNJIM,-Tho working -- of the Indian Poeto 
and Telegraphe Department for 1926-27 are eotimatod at 10·17 crores, 
or 81 laklia more then in. 192li-ll8. The growth of working expenaOB Ia 
due in. part to tho aboenoo of the non-recurrent foatu- which, aa alraad7 
explained, made tlie lignre of l!J26.liB !010 than tho normal, and in part 
to an increase in expenditure amounting to 10 lakha due to tho decialon 
of tho Railway Department to withdraw the conCOIIion of free railway 
pasaea to postal 8Dlploy4s, and to Ute inclusion of a provision of about 
19 lakha for new meuures designed to improve the emoluments and 
terma of aervioo of tho poatal and telegraph staff. The conCOIIiODB in 
the oaao of the poria! ltal involve an addition of 1li Jalrha to our expendi
ture. The gross rooeipto have not kept paoe with the in.oreaOB in expend!-



· ture, and w~ can axpeat an improvement of olll;y 41 Iakha, ;,w.;na tho 
~al of our \gro" rooolpil for 1926-27 10•80 erertl as oompared with 
10·24 erorea in' 192&-26. Tho Poat Offieo aeoonnt alone showa an eotlmat
ed profit of 20 lakha, but thoro is a loss of 20 lakha on the Telegraphs and 
uf 10 lakha ·on ·the Telophoneo, owing largely to the fact that tho ohorse 
,for in- :ia proportlanately hea-vier in the ease of the latter aerrioaa, 
'.rhe 1l}>8hol; :ia that the eatimates of the :rear poiJn to to loaa of appto1imatoiJ 
10 lakhs on tlie YOrkins of tho ~ u ,. whole. I have, howaYw, 
fWf1q oonfidenea tliat to raviYal in trade will lead in dna oonrae to ·a oon
liderable addition. to our.,__ from toi.......,.. whioh has reoently bean 
disappointingly low, and that by nan year the· department will be 00111o 

pletaly aelf-supportiDs. To ·oomplote the picture I muot add that owina 
to a reduction in traffio wa expect, ·in addition, a lou of 6·'/lakha in 111211-27 

, tiD the working of the Inao-European Telegraph Department. 

U. Tho Honae will ohsarva that jn faoe of th- Janreo it is impoesible 
for na to CODtemplate &1Q' redaction. this year in the rates for totten and 
poatoarcle--<a aubjeat on whioh, after an intereotins debate in this Honae. 
a few weeb ago, farther cliaenasion was adjourned in order that the whole 
matter mighti be oolllidared in ita propat'·eefting in ..........tion with tho 
Budget fignrei. Tlie wiadom• of the ·couno' then taken is now apparent. 
·Suoh· a reduction Of ·-oJiargea· aa waa then under· CODJideration· ia olear17 
'lmpolllible unl010 the taxpayer is to be saddled with the burden of •a hea"7 
aubaid,y in relief of the onatomers of· our postal and telegraph system, I 
know that ·a ·return ·to pre-war rates -ie keenly deaired In many quartan· in 
\he Honae and in the oountey; nor would the Clovarnment doaire to oppoaa 
·mob a reduction for a moment H ·they· balieY&d that it was· within the 
ranp of pracliical poUti... I daairo, howavol', to pnt the queotion fraJ!kb. 
bafora the Honae. Thoro io in my -.lew uo probabiliv wba- 'Of a 
...turn tci p.....V rates for 1attara and pootcarda eseapt at tho ooot of a 
haa"7 and ateadi1y incrauing oobaid,y from tho pocket of tho taxpayer, 
It Ia deairable tliat we should faoe the facta boldly and not deeeive oursalveo 
or others by holdins ont faloo ozpactationo, · 

eo. The truth b that we are confronted by what I ma:r call a nonlar 
ohanse in conditione in India. Tho var:r ohaap rates of pootage to whioh 
India had baComa IIOOUitomad bafora tho war ware pooBlole only bacanae 
of the wr:r low Jeve1 of priooa iD India ae oomparod with other oountriao. 
Tho leot throa-<!uartors of a eantuly have witueoaed a ateaily rise in the 
average 1ave1 of priCeo throughout India.- rise whioh waa tlio natural 
and inevitable ou- of the far-reaohiq ohansae whioh ware graduoiJ:r 
makins their elleat .felt on the oonditions of lifa in India. I ma:r illustrate 
thue changes with rafer81l08 to figures on ·indez numbers of prioea going 
baok to 1860. If wo tal!;o tho fignra for the aver1111e of the :rear 1661 for 
wholoaale prioea in tho United Kingdom and India ae 100, the ineroaso 
In the ;rear 1924 in tlie case of Inilia ia repreoentod b:r a figure of 261 and 
in the caso of the United Kingdom by a figure of 149. If we go back olll;y 
80 far ao 191' and oompara -- with p..-t pri-, the ineraaae in 
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India is from 100 iDI 1914 to 163 at the end of :December -11126. ~ .'l'ha·ooD
reaponding increase in the United State.· ii from 100 to 158, and dll tho 
United Kingdom from 100 to 163. In tbe faca of these ligures wWch, 
whatever doubts we ma:r "bve ae to the abeolute. accuraoy of the calcuJa.. 
tiona on whicli the index numbers are framecl,. are at. least. a .reuonable 
guide to· tbe general trend .of emnte; it ia im~ble to ompd that the 
Indian · Poatal · Dep&Ttment ahould be able to carr:r letter& :or ·poatcan~a At 
.th• rate& prevailiq m 1860 or .even in 191'-. We eannot upect wapo 
and ._.,.... to ata:r at a level below the average rise in prioee generally. 
UD!OD therefore ilia flltnre holde out the prospd of a ooDBiderable fl1rtber 
fall of prices to at least the 1914 level-a development which would 
probably be undesirable in the general interaala ·of India's prosperity-we 
must admit the logioel cbnclusion tbet the da;r of the 8 pie posteard anti 
the 8 pie letter is paet bejrond recall. Much as we may regret tbis i~Joo 
evitable .conclusion, it ia better that-we should oeue to delude ourselvea 
with unreelisable hopea and ahould eat ounel- to ......., the ma:limum 
e81oieney and tlie created posaible facilities to the public from. tbe depart-

• ment ae ~ are to.da;r. 

88. Other t'UoiJ>to.-Oar. eatimatae of revenue aeauma tbe oontinuanoe of 
the practice of appropriating to revenue tbe interest on the Paper Curreney 
Reserve and the aurplua of the Gold Standard Rosene over £40 million. 
We may, I think, assume that, .whataver changes may be introduced as 
the nault of the· reoommendafions of tbe .Royal Commission on C..rreney, 
tbe profit DOW obtained ·h7 the Government from those Reserves, Whatever 
·form they ma:r ..........,,. ""11 .not he anbstantiall:r .alfected. In regard t.o 
....... heade of ~pt, ;eztraordinary ;..come from ,enem:r ihipa will no 
1- aecrue to. us, <and it is neceasaey to estimate intarest receipt& on a 
lower· acale then thia yeE. · · · 

87. Burpluo.-We are now in a p.ition to frame our balaaoe sheet. The 
total estimated revenue .for 1926-27 amounts to 188-48 crores, and the 
total estimated expanclitnre amounts ·to 1S0.88 orores. We .. ar<~ left IIV!th 
a surplus of 8.()6 ororea. I hasten to remind· the House that tbe latter 
figure includes the sum of 11 crores for receipts from the Co

1
tton Ex~ ~uty. 

Cwn:ir.vOIOH. · 

88. To ·what -·· oan - regard fhis surplno -as being free for us to 
diapoae ofP How far ia it a recurring aurplusP Tho House will obsana 
that I have made no reference ·except in a ver:r incidental wa:r to the 
Report of the Taution Enquiry Oommittes, or to the proceedings of the 
Royal Commission on C..rrenoy. The former'a report has only recently 
come inf.o the hands of members, and though incomplete copies have been 
available to the Government for a somewhat longer period, we came to 
the conclusion that the eztremely interesting and· instructive material 
which it provides demanda more prolonged and more complete examination 
than was ~ble in the time at ·our disposal. I have therafore included 
ia, this Buclgei; no suggestions for modificution of our taxation s:rstam in 
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the ~~. of the . Oommittee'a recommendatiou. 'Their reeoauiumdatiou 
'lril1 111ve •.ll t~ Govel'11JD8nta> iD India and ~heir Jeglalaturea lllDplo material 
for rellect1on m the courae ·of the ooming year. The report U. I thinlr 
... mon valuable addition ~' our knowledge of the Indian tuati~n SJ'Item: 
and in the oompasa of one'. volume we hav& here a oamplete surrey of all 
the ~11:ation. at preoant• impoaed. Important additiono ~ our underatand· 
iD8 of the: problem of the relation between Central od Provinoial -tion 
are made iD ll18lly p- iD the :Report. I take thia opportuuity-~ 
of thanking Sir Charlea Todhuntar and ·b!Jr coiJea8u. for tbe hnrd labour 
which they ha.,. deyoted ~ mastering their anbjen and for the iDatrueti.,. 
report which ihay ha.,. plaaoct bofon> 'U& So ·far u tbe preaen'- Budgft Ia 
ooncerned, however,:- are jnotiliod il!· uaumiq that, who- docioi
may ba arrived at in. the liglit of ·the recommandationi of the Taution· 
Enquiry Committe&,. thq will not affect tho· qu•tion of the dio-1 of 
~hia :roar's anrp)UL 

. 89, The aamo uaumption muat be made in reprd ~ the work of tho 
Be7al Commiaion 011 Curren07; Our -tea uanme the -tin1UU101 of 
the pnaont eroclita ~· ......,..ue of -the intareot 011 0u1'1'111107 i-Dta. 
ThoT also umme au· '•- rate of 8llchaDp of 1&1. for J9116.!17. It ia 
imp-'bl& -to. auticipate" . tho eoncluaiODB of the OM>miaainu and -li.J 
impoaibie, boaidaB baiac · ~ DndeBirable, to .. ~ uide any portioD of the 
year'• r..,.enue- as an: iuuranoe' fund againQ · pOIIibla repercuaiOIII' OD our 
Budpt position in ·future .. yean. · Nor have we ·BDY preaent rea10n far 
resarding such an. .f.nl:urance aa requisite. 

70. In regard to otlum itama iD the Budget we hava ~ remember that 
tho receipt. from Rafiwaya in 1926-2'7 are high;, the earninga of the year 1926-
28 were DOt aa good u til.& of the prerioua year, eo thot our lbred COD

trihDtion .from. Railwaya .. ill 1927-S· may be J.a h7 f8 much u 79 IUba 
than in J9l16.!l7 jf. tM actual figures. for Railway .-!pta for 1926-26 
Con6rm oo~ roviaed -tea. Our opium ro- ia alao an uncertaiD 
faotor. Thoro ia, howevar, ao .......,.. to think that thia m of incoma 
which must neceaaari]J ~ apread over a period of yean cannot be counter
balanced by growth of revenue in other directiona. Our Income--tax revenue 
ia esceptionally low at the moment and may certainl:v be counted upon 
~ give a co111iderably iDoro01ad yield in Jatar yean. Finally, we look for 
further economiu iD our military expenditure which still contains special 
itama of a DOD-reourrent char-. 

n. After gi-ring fuU weight -to - variooa couaidarationa, ... have 
oema ~ the -oluaion that there ia no Dndae rilk iD treatinP: ·tho whole 
of our anrplu aa a rl0111'1'011t one. I haY& ·alreaily oonllded to the Bo
the aecret that the Finance Bill includes proviorion for tbe l!Dal aboUtion 
bf the Cotton Ezciaa Du~y, and the privilege of abaring with tho Govara· 
mont in the cradlt for thia historic achievement. will belong ~ tho Leail
lnture when the Finanoe Bill is passed. This lea.vea us with a divisible 
eurplus available for ·other purposes amountin1 to 1,80 lakhs. The. Bouae 
Will I feel sure han no heaitation in agreeiq that put expreaston• of 



policy and the trueet intereete of the people of India alike demand that, 
after tiling 1t croreo of the l11lD at our diapoaal for the reduction of Central 
tuation, we should devote aa much as we oan of the rest to the relief of 
the Provinces. We aocordingly propose to apply 1,211 lakha to the further 
reduction of the Provincial contributions in .accordance 1rith the Devolution 
Ruleo. The nilief thua dorded will go to the otent of (;[ Jak1i8 to ll(adraa, 
83 lakha to the Ullited Provinceo, 28 lakha to the Plllljah and 7 lakha to 
Burma. 

72. The total of the Provincial eontril111tiona bed under the MeotoD 
Settlement was 9·!!3 croree. .A year ago we made a parma.nent reduction 
of IIi crores and provided 68" lakha for the oontinuance of the temporaey 
remiuion ef Bengal'• contribution. With the additional lt croree let 
aaide now, we shall have reduced our reliance on the Provinces by 4·88 
croree in all, that is not very far short of half the total. The Provincee 
whom fortune and the Devulution Rulee favour thio year are (apart from 
Bengal) the same ao thole which obtained the bigpat benefit a year ago. 
But the turn of the other Provincee will oome. They are all brought 
much nearer fruition by the OY8Dte of the laet two :veara and will no 
longer fell that the preapeot of remission iloeo not mtereet them. Mean
while the taspayero if not the Government .of the Prevince of Bombay 
in particular and of otlier ·Provinces in a leuer dea;ree secure the benefit 
of tbe repeal oi the Cotton Ezoise Duty, the nilief ;lven in thla budget 
being divided betweeir. the Central tazpayer and the Provincial Governmenll. 

78 . .At an earlier atage in my speech, the approaching end of the life 
of thio .Assembly tempted me to compare the llgurea of India's debt now 
witli those of three ::reara ago. Before elooinc let me indulge ;, a further 
glallCO backwarde and a elimpse mto the future. The firat .Assembly wao 
hnrdenad with the 1J91rateful task of impoaing aztra tuation m order to 
bridge the yawnbag gap '6etween :nmlDlle and ezpenditnre, a taU: that at 
one time seemed well-nigli hopelOIB. The Budget of 1924-25 which coin
cided lvith the ftrst aeaaion of this House aignalised our definite escape from 
the era of deficits and brought the Salt taz back from Ra. 2-8 a maund to 
the present rate of Ra. 1-4. For this reduction, though no doubt it had the 
aaeent of the majority, ouly the minority in thia House who voted for the 
oecond reading of tlle Finance BiB can claim to abare the credit with the 
Government and the Council of State, and the 9overnment did not conceal 
!.heir ~- that a hicJier rate, which mighli have enabled ua by now to have 
achieved the complete utinotion of the Previncial contributions, bad much 
to commend it. But, if thio House dealt in a otep..motllerly way with 
the Budget of 1924-25, it placed to ita credit aix months later the conven
tion in regard to the aeparation of railway finanoe from general finance,. a 
reform which I regard as tEe greatest; "financial achievement of the years 
u.ndu review. We have made other advanoea in our fi.D.ancial machinery 
during thia period, suoh aa the establishment of the Provincial Loans Fund 
and the formulation of & clear pe1icy of reduction and avoidance of debt, 
&lid we haw paved the way for other advancaa,. aa for inatauce, the aepar.., 



tlDJl of Account. ancl Audit, and tlie reform of the Indian ooqency 071tam. 
We have moreover sreat]7 improved the mochanilm of the Auembb'o 
&ancial control; · But the ,,.... arrangement for dealing with our Railway 
Budget remoiDo .tlie ouilttmdiDg feature. It hu aleored the path for a 
continuous programma ·.of ·railway construction and rehabilitation. and i• 
the direcli -parent of the propoaala for prc1111'8110ive reduction of rate& and 
farM which hu •- been put in .hand, wlillo it hu reliered our general 
&an001 of an intolerable -burdea of 'IIJICOriaiDty. The Delhi -ion of 19211 
found the' Government ana the .Aa&amh]7 wortmg together, aa you, Sir, 
wiD .-ember, to put the llnishing touche~ to our Debt Redemption plana 
and to make a subatantial beginning of the remioaion of Provincial contribu
tiolll. To-da:r we ere contiDuiDg last ;rear'a work while at the eome time 
celebrating the happy utinction ,of the' notorioUI (eveo if sometimOI 
m.tignod) Cotton Ezcise Dut;r. 

74. I ask those who prof- nneoding diss&tiofaotion with the Refor1111 
Ud -dODODDOO · them 88 a l1iam and the GoYernmeot 88 iDsiDoere ana 1111• 

-pouive,._a ... the 6nepoial etor:r .of tli.e ~ ahort - i...tif:r a .. 
p.-ion or dOipeadeno;yP Ill that brief opaoe we have immeuoel7 impJooed 
our bancial maobillery and have pxogxeued aearq half.wa;y on the road to 
extinction of the Prorillcial ooatriliutions, ana we have reduced the Bait 
ta1: -and abolished ·the .Cotton Excise· Dnv. For five ;rears the Reformed 
Legialatores have heeo at work iD Indio. It Ia true that weather conditions 
han on the whole faTOored 118 and that {ho level of taxation is ltiU hip 
In compariaon with 1914., .though not in comparison with o{hor oountrios. 
But to me it ... 1111 nncleniable that the association of choeau ropr8100t&
ti- of the -Je of lodfa with the EueutiYe GoYorllment ana their OOn• 
ltant mtoraotion ·a.. - upon the ·other in the Aosunh]7 -and the Connell 
of _Stat. ha..,. enaliled India to win throngh the lxtmtable dUcomfortl of 
the period following the war with a measure of 10..,.. that makes her 
bancial poeition the onY;y of other aatio111 and oould ...,.ce~;y han bean 
pouiblo -without ilie. Reformed Constitution. Tlie mom ben of this Boase 
appear to me aometimea to b their attention ao earneatb' on what are oalled 
palitlcal questiona aa to OYerlook the ltead;y adYaDoe toward& the goal of 
oonriitutional self-gonmmont which ia bein1 registered da:r b:r day In 
adminisiration ana ln llnanoe. Mr. Coates, the present Prime Minister of 
NIW Zealand, mada a oonfeaion of faith iD a opooch deli1'8rld lut May 
IOOil after he ll1lOOIIded to the Premiership, which deservoo, I thiDk, the 
oereful OODBidero.tion of thou who are working for llldla'a foture. '' It ma:y 
100111 ", he said, " that I han undul;r otresaed tho ID&Doial and admiuiltra
tin aspect of Go1'8r11111ent, lll:r m ;yean of Miniotorial serrioe, h~, 
bvo convinced me tliat lntensi..., application of tlie priuoipleo of 100nd 
finance to every function of Government is aver euential in the pllblic 
Interest. It ia from that aolid foundation cr .. ted. that we can build the 
atrocture of oar poblio aernoee and enable tho development of oar country 
to prooeed. • • • • • Oul:r b:r judicious oars ana fore~ight in settlnc 
our banoial foondeti0111 il it ~~ to devote tha _..,. attention 
to all our aitiuu ". 
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16. Th• Govermnent <>f India and tliia \issembl7. liave not abr,.Y. seen 
eye to eye on &naneial'q,..;m.,.,.hut.the record showo tbat·'W8 ....... workecl 
q.thor,. DOl; -withont reward, to -bliah a fonnclatiOD of fuianoial 'nabiJitjr 
far more firmly liased than when...., began. ·Weleaw to tba --Aaembl7 
the task of. boililiDg oa .ilae- foundat.iona. with--tha lrm IU811I'BI108 that; 
though all the diffioult.ieo Ue not 11111'1110UDted aDd though new lllll<ieties maY 
arise, they will iiot haVe to • .. complain of Our work of preparation and wiD 
&nd their financial barita;e .a source of strength in advancing to the aolatio11 
of the political and oollltitiltional tasks which await them. (Load 10pplauae.) 

Statement comparing the G<WGI- Booem .. and E.,_ponditure of tho• a .. .traL 
. Qovom...,.t (ImporiaJ BH._ and B:qlondifurc ·h/ore the Reforms) 

•itA the Be.Urd B•limate for• .,w,. '~~"""' ,.._ ~91.5-lB to IIJJI.I-BS. · • 
' (Bee paragraph S of speech.) 

· • ' ' (In thoaaands of Rtipeea.) 
-" 

R•vtDD Bat'nu..T•. · • , .ACT11.1LS; 
_. • 

.. I ' . 
-~ " 

. --.· ~~~- s:oa·<•J Beftliae. Expendk- Satplu (~) .. ........ DoitH -&me.- Delioit· (-j • 
:" \ : . 

- .. : . -
191~1· .. - . '18,88,ll8 81,118,81 .:.S,ID,IJ -to,OO,tl& m,'/8,111 . -=1,78 •• 

11118-17 -
117,25,17 S!J,'lfl,fll +8,98.~: 118,118,1~ 87,81,87 ;~t,i·.~i,~. . 

' -. - " 181NS. ,a, ·l,lo&,84!,(8 1·,,08~87,. '' . ,.8.56,71 ,1,~~.~~~ 1JI06,57,U.· +12,81,08~ 

1918-18 - 1,2'i.96,8l i.,IM, 'i9,88 -s,ss:as 1,80,40,68 • i.88,13, 72 ...,;.5 78,08' 
·. : ~ . :., 

1919.110 .. ·.1,441,07,56, 1,59,18,87 -15).1,11 I~B'f.1~,~ .1,60,79,27 , ~~,llli,Bilt 
l9JO.Il - . • 1,85,10,86 1,48,08,81. -18,118,111 1,81;88,811 ·•1.61.86.17 ., ..... ,00,. 

illli:U . 1,18,15,91 l,~.IM,!If -18,79,10. 'J,li,lliO - J,!lll,l!ll.iii .· -=:.2'1,8&,~ .. · .. ' 
. : 1,88;611,05 ' i912-28 . _t;io,~.17 -l.i'l,es.u -17,85,051 J,8l,G,II9 =--:-11,01,78. 

1-· - -l,8t;li8,D6 1,18,88,117 +11,08,~- l.U.l8,8s ~,811;71,&8· -. -tis,se,OO' . 
-' imu 1,80,81,88 - ' · 'i,S2;ss:,SG 

., 
t,S4,s~ue. +3,99,58 1,88~;111. .:~5,88,28~ 
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