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prior to the 28th April 1921, ha.d rema.ined at 
7 per oent was reduced on that da.te to 6i% 
until 4,% in March 1922. 

There was ·at this time therefore Ii difference of 
31 per cent. between the India.n and b1nglish 
Bank rates and the Bank of England late has 
been still further reduced to 3! per cent since 
the close of the financial year. Similarly. the 
price paid by the Britlsh Government for 
'Treasury Bills declined from £ 5'14·6 per cent 
on the 2~th April 19~1 to 2'17'11 per cent on 
the 31st March 1922. That such a difference 
in money rates can be obtained between two 
-countries whoEle trade relations a.re 1If) intimate 
is a remarkable fact. The modern tendency 
however is for the rates in India to exhibit less 
striking seasonal differen<'es and this tendenoy 
.should be strengthened by the recent formation 
of a central Banking institutIOn. The mainte­
nance of so high a rate as 8 per cent. in the 
present year for so long a period was due 
to special factors in which the Government 
position pl~yed a prominent part," 

The above extracts show that within a period 
-of 12 months only, so rapid a decline ocourred, 
in the Indian Finaneial position. The condi .. 
tion of the Money m'rket has still further 



240 ORGANISED PLUNDERS .. 
degenerated and now 8 and 9 per ceIlt. rates. 
seem to have become permanent features to. 
throttle Indi.an trade and industry; whereas, 
the Bank of England rate has be'en either 3i 
per cent. or 4 per cent. since then, and England 
bas been overflowing with cheap surplus 
capital. 

This aspect must be still further examined 
from the standpoints of the rate of interest for 
Treasury Bills or Govel nment loans and of 
the pric(:' of gilt-edgE>d securities. These have 
been dealt with to some extent in a previous 
chapter. Here it is intendE>d to compare the 
position of India with England. Take the 
price of securities or rate of interest, from 
1918 to 1920, India was in a better financial 
position than even England. A fter the Reverse 
Councils policy left a red trial of havoc and 
disaster in the name of deflation and account 
ot the export of a much-needed capital, India 
sank to a lower level than ever before, whereas 
England rose on the crust of the wave of boom 
and prosperity. Already Wu have show~ that 
Bank rates in India from 1918 to 1920 were 
lower than the Bank of England rat~ alld the 
maximum never rose to more than 710- Now, 
the English Bank rate lis steady at 3i1o or 4%. 
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and Indian rate is, except for one or two. 
months, oscillating between 6 and 9 per cent. 

For Treasury Bills, the English rate in 19U1-
20 was about, 6 per cent. aIJd now abou~ 2i pel.'" 
cent. Look at the deterioration that had taken 
plaee in India :-

Treasury Bills rate. 

1919~20 
6 months 97'8 to 

98'2 
maximum 5'13% 

1920·21 
9]'4 to 
97'12 

5'66% 

1921·22 
96'15 to 
97'5 

6'31% 

In Englaud, uftpr the war, except for a short 
period in 1920, the rate of interest was on the' 
dow~ward grade and the price of gilt-edged 
securities was rising, While the reverse was 
taking place in India under Government 
auspices, forsooth! The 5% Indian loan which 
was at 95 in May 1919 gradually declined 
until at last it reached the low figure oi 77 Itnq 
78' in 1922. Meanwhile, the English 5% loan 
which was at 93 in May 1919, and though, 
it declined to 87 for a sbort time, rose up and 
carne to 99 or even above par in 1922. The 
3;% Re. paper "hich was so high as 71 in April 
1919, fell to 51 ill December 1920 and till the end 
of 1922, never rose abovj 60. The 2!% British 

16 
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"on8018 for a time in 1921·1922 wt"re even at 
a higher rate than the 31-% paper in India (i.e.), 
at 58 when the latter was only at 55. No 
wonder that English capital is increasing 
enormously; while what little money power 
India managed to acquire during the war, has 
been dashed off from her hands. 

Turn to the rate of interest for Government 
loans :-

Before 1920 1920 and after 

crores crores 

{5 % 22 19206% 46 
1917 51% 32 
1918 51% 57 1921 6% 49 
1919 5% 2U 19226% 45 

One would expect in the natural order of 
things that the rate of interest which increased 
from 4% in 1916 to M% in the next two years 
of war, but which rarne down to 5% after the 
war was over, should have gune still lower 
in 1920 to 1922 and should have been at the 
rate of 4~% or even 4~~. What led to this 
rise in the rate of interest for Government 
loans in 1920 when there was no war? No 
wonder, the Capital had to remark, in October 
1920, that 5% loan ~hich was issued at 95 in 
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1919 "is unsaleable to-day at 82, since this 
year Government floated a 6% loan." Now 5% 
Joans are raised with gr~a.t diffi.c~lty and the 
response for' 1924 loan is a meagre ~um of 
13 crores. 

But Mr. Hailey tried to wriggle himself 
out of any inconvenient queries that might 
arise, by a piece of "terminological inexacti­
iude." [To quote Mr. Hailey or Mr. Cook 
is a wearisome task; for they have, in the 
three years of India's misfortune, uttered such 
piOUb frauds and made so many contradictions 
that to expose them would force one compile 
another volume. I had an idea of having a 
-chapter under the heading, "Messrs. Hailey and 
Cook convicted out of their own mouths," to 
show how deliberately defiant and callous they 
had become in the treatment of India's financial 
problems. It i'l a thing either for the better 
nature of England or for God to rectify. For 
between themseh7es, they hava rendered the 
position too acute for tear", though the same 
tendency seem~ to persist still even under the 
.regime of the new experts.] In his Budget 
speech in 1921, Mr. Hailey made the following 
admission :-

.. In 1914 we were borrowing on a 3t per cent. 
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basis: we have in successive years had to· 
offer 4 per cent., 5 p~r cent., 5, per cent. income 
tax free., for short term loans, and in the 
current year we were obliged to offer 6 per 
cent. income-tax free." 

But in saying the above, Mr. Hailey did 
a mental acrobatic feat by jumping over the 
year 1919 and conveniently ignored that the 
5i per cent. rate of 1918 slid down to 5 per 
cent. in 1919 and instead of lowering the rate 
still more, it was he who created the eondj- . 
tions for the increased rate. A month hence in, 
April 1921, in hiH discussion with the Indian 
Merchants' Chamber, when requested that no 
Go"ernment loans should be at more than 
6 per cent., he said, 

.. I can only permit myself to say that we 
only went as far as 6 per cent. with the great .. 
est reluctance and all our interests as well 

as yours, are concerned in redndng the 
interest chargM on our capital issues." 

But within a month after this undertaking, 
the 7% sterling loan was issued and how to 
reconcile this 'greatest reluctance' to 6 per cent. 
with the 7% sterling loan beats one's powers of 
ttedulity. This 7 per cent. rate was in spite 
of a warning given in the Budget debate b~ 
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~he late Mr. Rahimtoola Currimbhoy that if 
any sterling loan be raised, it should not be at 
a higher rate than in InJia. And Mr. Hailey 
nothing abashed, went even to 'the defence 
.of the 7 per cent. loan. But it was the same 
Mr. Hailey who spoke in a different strain when 
rihe Government was asked by Mr. Neogy 
M. L. A., to give an undertaking that the 
1150 crores loan fur Railways should be ra ised as 
,much as possible within India itself. He said, 

" Are we such children that he should actually 
prescrihe where WB shall find the cheapest 

market for money? If rates of intere~t are 
lower in England. w6uld this Houso really 
desire that we should pay 1 per cent. more in 
India? Obviously we must raise the money, 

whether it is in India or whether it is in Eng­

land or whether it is elsewhere exactly where 

we can get it oheapest." 
Just the same sort of reasoning we hear now 

'in the purchase of stores (Le.), that of now 
'saying that the Indian taxpayers' interests 
should not be sacrificed in givi.ng preference to 
.costlier Indian manufactures, though they 
bought in 1920 to 1922 and are still buying 
-stores at a dear rate in England. 

Before examining fJrther into the sorry 



!46 ORGANISED PLUNDERS 

plight in which India's money power has­
been left, we shall just revert to consider 
an important issue that should have arisen 
in 1920. The point is whether thlt was the 
time when capital should have been driven out 
of India and whether it was not the primary 
duty of Government to retain this capital 
within the country in view of the large outlay 
and programme of expenditure as outlined 
even in the Budget speeches. In 1918 Budget 
speech, Sir W. Meyer said, 

.. Lastly when peace conditionR plO'rmit the 
resumption uf the Railway capital programme 
on a scale necessary to provide adequatel~· 

for requirements, we shall probably find some 
difficulty in raising on reasonable term!;, the­

amount of ca.pital which would be required." 
And in view of the suecess of the 19.19 loan, 

he said, 
"It alEO justHies the hopEI that greater depend· 

ence may hereafter be placed on th~ Indian 
money market for the raising of the funds­
necessary for the development of our railway 
and irrigation works and it will likewise pave 
the way for the solution of the somewhat 
kindred question of the greater development 

l 
of Banking throughout the country." 
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And in 1919, Sir James Meston, the then 
Finance Member, unfortunately for too sbort a, 

period, stated in his Budget speecb, 
.. It is clearly of the highest imt>orta.uce tha.t 

we should do all we can to retain and if 

possible increase, our new clientele and so 

foster the seed which we hope we have sown .. 
In the .first place, India, if she is to exploit to 
the full her vast natural resources, will require­

a large outlay of capital both by the Govern­
ment and by private enterprise and for this­
purpose a steady stream of investment within 

India is essential. *' *' *' We have many 
liabilities hauging over us in several direo­
tions; debt of an unproductive character 
which we ought to dispose of in order tf» 

facilitate a remunerative borrowing programme 
in .tbe near future." 

These liabilities were the Short-term Bonds,. 
Cash Certificates and Treasury Rills, which he 
called as the nightmare hanging over the­
Government of India, amounting in all to 
about 150 crores. And he continued, 

o'These figures show that apart from Trea.sury 
Bills, we shall have War Bonds to the extenj;. 
of £13 millions falling due in 1920 and arrange­
ments will then h1hve to be made to meei> 
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these in addition to finding ~ further capital 
funds in tha.t year. •• " • Simultaneously. 
however, with finding the necessary sums for , 
this'operation, we shall, during the years over 
whioh it is spread, have irresistible claims 
upon us to raise capital for internal develop­
ment, railways. industries, forests and the 
like." 

Even Mr. Hailey made the following admIs­
sions in his Budget speech in 1920 ;-

II The most important item is our 

outlay on rail ways, irrigation and 

capital 

D~lbi. 

We bope to continue the progressive railway 
policy initiated last year and are budgeting 
for a railway capital f)xpenditure of £18 
millions in England and d· crores in India 
as compared with £18 millions in England 

and nil in India. Ill< *' Another very im­

portant item is the entry vf £ 13 millions for 
the discharge of debt? From 1920 onwards 
our various series of War Bonds isstled in 
1917 and 1918, will mature, and for some years, 
their repayment will make a severe call on our 
resources; on August 15th next, we have to 

find over 19 crores for this purpose. " • • 
For 1920, altogether liaj>iIities of £38i millions." 

•• This i, a heavy liab,ility and our power to 
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incur the capital outlay proposed wiII depend 
-to a large extent on the measure to which 
we can. count en obtaining money. through 
our rupee loan. We assume, for the present, 
that the Indian public will be prepared to 
take up our loan with somethillg of the 
freedom shown in the current year • • ,.. 
Should we be disappointed in this. we shall 
be obliged, however reluctantly, to curtail 
our capital programme." 

-Our pre-occupations lie rather in the provision 
of ways and means to maet our oa.pital 
1iabilItIes. Our outstanding liabilities are not 

light, we are still carrying nearly 50 crores of 
Treasury Bills, and between 1921 and 1928 we 
have to meet 72 crores of short"term securities. 
Meanwhile our railways will not cease to 
demand fresh provision of capital money and 
we have hea.vy irrigation projects in view. 
The solution of the problems of the future 
depends therefore on the growing accumula .. 
tion of capital wealth in India and the interest 
which the Indian money market evinces in 

our loan iseues." 
In addition to these official admissions, there 

'Were other more urgent problems waiting for 
.. , the growing accumulf\tion of capital wealth 
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in India ". Take tbe fact thaflhe Industrial 
Oommission had then only submitted its report 
and that an officer was placed on special duty 
in Janu~ry i920, to study and work: out on 
definite lines the recommendations of the 
Commission. ThE' Railway Committee was 
appointed in 1920, and it was a reasona.ble 
expectation that it would propose a large outlay 
on railways. The Imperial Bank Act was 
thought of early in 1920 and it was passed m 
September 1920, the pl'lmary object being, by 
the amalgamation of the three Presidency 
Banks, to develop the financial resources of the 
country. The Fiscal Commission which would 
certainly put forth definite suggestions for the 
development of industries in India had its basis 
on the money power of the country. During 
the course of the Budget debate in 1920 March 
itself, Sir Claude Hill admitted that Irrigation 
Projects costing 60 crores capital outlay were 
"sanctioned, under sanction or under consider­
ation." Again, I find from the recent Budget 
speech of the Bombay Finance Member that all 
their Development schemes and Irrigation pro­
jects like Sukkur Barrage were under consi­
deration in 1919 and some of them were under 
correspondence with t~e Government of India 
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and the Secretary of State. Add on to aU 
these, the fact that the Afgban war cost India. 
about 24 crores and was responsible for the 
deficit of 1919-20 and for most' of ihe out­
standing Treasury Bills of that year. 

Now, making an estimate of the total capital 
expenditure, we find that, at least, 500 crores 
would have to be found from 1920 onwards. 
Besides, there were the innumerable Companies 
that were started in 1918-19 and 1919 -20 with 
only a fraction of their capital called in and the 
rest left for future calls and that could only 
flourish on cheap capital. 

With all these' preoccupations' to use Mr. 
Hailey's word, should they have aiden in the 
flight of capital or conserved it? Or, was Mr. 
Hailey speaking through his hat or with the 
tongue in his cheek when he pretended to 
recognise the urgent capital needs of the 
country? Was that the time, was it in conso­
nance with ali those need51 thus outlined, to 
drive away a much-needed capital? In England, 
the Cunliffe Committee was appointed, 

"With a view to preserving capital during the 
reconstruction period for essential undertakings 
in U.K. and to preventing any avoidabJe drain 
upon foreign exchange by the expol't of capital.· ... 



~52 ORGANISED PLUNDERS 

Here, as in all things, quite the opposite was 
taking place. The Reverse Councils were set 
'in operation, and capital was exported. In the 
pictureS<iU8 phrase of Mr. Lloyd George-and 
more appropriately here than anywhere else­
.. tho Western sky was black with the flight of 
capital." Not content with that, dl'flation was 
suddenly put into execution to the extent of 40 
crores first and then 40 crores slowly latPf on, 
as if India had 500 crores of notes in circulation 
with a metallic reserve of only 100 ('cores, as if 
the Indian exchange was at 1sh. or 9d. and 
to remedy this depreciated exchange, this in­
,ilated currency needed to be reduced to a 

• 
healthy limit. 

What was then the object of all this queer 
transaction, suicidal from the point of view of 
·the Government and leading to economic in­
fanticide or economic Thuggism from the point 
of view of the people? Was it their object to 

·-so denude India of the capital accumulat-cJ in 
the war years as to drive her again into the arms 
of English capitalists and bondholders? Their 
,object is as plain as a pik~staff. They were 
.alarmed at the growing monetary strength of 
India and were getting nervous that India 
'would become independent of foreign cap~tal 
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for all time to come. As Sir W. Meyer observed 
with pride (vide. quotation page 63) not only 
was previous sterling debt repaid, but India 
was able to raise her oWn loans to the • gigantic 
figure of £65 millions' or about 100 crores in 
,?ne year. In addition to these Government 
loans and Treasury Bills and repayments to the 
extent of £ 80 millions of the contribution, the 
country was able to provide the capital for all 
the companies floated and industries started 
before 1920, and especially for the mammoth 
concerns of the Tatas. 

All this was too much for tbem. The Reverse 
Councils came in as a handy weapon to deliver 
a knock-out blow on the ambition and ttie 
capacity of India to be independent of foreign 
capital henceforth. In this, they succeeded 
beyond their most sanguine expectations. 
Within 6 months of Reverse Councils came the 
7 % sterling loan and in its wake about £ 100 
millions of loans and debentures fell on the 
London Market, 

Thick ~s autumnal leaves that strow the brooks 

In Vallombrosa. 
If Reverse Couneils had not been sold, not 

only would the rate of interest for rupee loans 
be lower but all sterl.in~ loans would have been. 
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avoided. Besides, there would"not have been 
that tightness of money market so as to force 

·-companies into liquidation or to suspend all 
fresh aNivities and expansions. There would 
have been enough money to finance all railway 
requirements and the whole of the 150 crores 
recommended by the Acworth Committee could 
have been found within the country itself. It 
would have been possible to float companies in 
India with rupee capital to takeover the E.I.Ry. 
and .... the G.I.P.Ry. Personally. I would have no 
objection to Company management of railways 
if all the capital could be found within India 
itself. As things are at present, even if an 

. Indian Company with rupe3 capital be started 
to take over these railways, most of the 
capital will he foreign and will have flowed to 
India then. When Sir Charles Innes shows 
such over-enthusiastic predilection for company 
management of railways with a rupee capital, 
we might ask him whether he does not lament 
that Reverse Councils bad, by draining the 
country of its capital, made it impossible for his 
pet schemes to fructify, Of if he still persists 
with the scheme of company management of 
railways, whether he does so feeling sure that 
,most of the rupee cam tal would still have a 
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foreign origin. So early as 1921, a year after 
the exchange and deflation muddle, Sir Thomas 

'Catto and Sir Narcot Warren, these two finan­
ciers, stated that there was not en-ough. capital 
in India to finance all the railway schemes, 
not even to float the companies for taking over 
the E.I.Ry. and G.I.P.Ry. I would like to ask 
them in all humility whether they would have 
given out that opinion if there had not been 
that madness of deflation and that flight of 
capital. 

More than anything else, it is when we 
·consider the plight of the Tata concerns and 
when we recall the strange and sordid huck­
stering over the demand for the restriction on 
foreign capital in India, that we are tempted to 
be in a cursing mood like Queen Margaret 
in 'King Richard III '. It will be in the 
pleasant recollection of all that when the 
Tatas floated one concern after another, all 
the capital was subscribed within the country 
itself; and later on, all the debentures and 
preference shares. But now, the Tata Indus­
trial Bank, the Sugar Corporation and the 
Oil Mills have come to grief, thanks to 
European or, lheir c()usins, American manage­
ment. Was there an~ rejoicing as in the case 
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of the People's Bank? The rata I rOn & SteeB 
Co. and two of their hYdro-electric concerns have­
been forced to go to England for fresh capital,. 
at a high rate of interest. While the most 
pitiful thing of al1 is that the Koyna valley 
scheme, that grand hydro-electric project with 
its auxiliaries of numerous metallurgic and 
chemical industries has bef>n shelved; and if 
it be floated at all, most of the capital will of 
course be snapped up by foreigners, including 
Americans. 

'While I was recently reading the book on 
'Tata Iron & Steel Company' by Lovat Fraser,. 
for the first time 1 learnt that the late Sir 
Ernest Cassel, the multi-millionaire, was also 
on the hunt for the iron mlnGS of Central India 
and that he was almost on the track of the 
Tatas. There arose a lump in my throat and 
I don't think I ever galloped through a book 
so fast as through this, until I heaved a sigh of 
reliE'f on finding that Sir E. Cassf:'J was thrown 
off the scent and was dlgging away in the 
Central Provinces. It was of course a pif'c..e of 
good fortune to India, but of what use, thought 
I. This Samson amongst Indian Companies 
has been delivered over bound hand and foot 
and there is great rejoicing in the land of Gaza .. 

.... 
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The foreign capitalists might now declare that 
the Tatas have not escaped their clutches and 
that at least £4 million debentures whioh 
would be the first to annex the net profj.ts have­
been forced on the Company. And the Company 
would not be in such financial difficulties ir 
there had not been these debentures at a high 
interest and if its working capital had been 
found within India at 5 or 6 per cent. 

Here, one remark must be made. It was 
rather ungracious on the part of Sir Dorab Tata 
to have befn rather curt with the shareholders 
when thpy asked why £2 million 7 % deben­
tures were raised in England. He should have 
remembered that the very same English papital­
ists proposed impossible conditions of control 
when the Tatas first applied to them for finan­
cing the Iron & Steel Co. He should also 
have remembered that in spite of the boasted 
European managemf'nt, the Tata Industrial 
Bank was treated as a Pariah concern in th&' 
discount market of London by the otber Ex­
change Banks. What' a pity then, that our 
national concerns should' agc':.i.n fall into the 
hands of these murky dwellers of the financial 
underworld Jjn London; part of the blame 
attaching to the Tat~ themselves for their 
indifference or slack ma,nagement. 

17 
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The Tatas themselves have aliem.ted much 
of the country's sympathies. Tiley have proved 
f30mewhat ungrateful to the splendid loyalty 
and support -accorded to them by. the whole 
countl·y and thus thrown away a good legacy. 
They have ignored the demand for India­
nisation of their concerns and less costly 
management. Poor Mr. M. J. Antia, he was 
laughed to scorn when he wrote on the above. 
He must now be feeling like Cassandra. Bat 
they have proved too gullible and have fallen a 
prey to any European, American or Jewish ad­
venturer and that too, of a very covetous type. 
In 'John Bull's Other Island' Bernard Shaw 
says, the Englishman would prove an expert 
liquidator. I do not know whether some of 
them are not itching to become liquidators; 
for, look at the market ~Talue of the ordinary 
shares of the Tata Iron & Steel Co., the Tata 
Power Co., etc. 

Under more honest conditions such concerns 
as the Cement combine working in Bihar and 
Orissa with a capital of about 2 crores, the 
Swedish Match combine with a capital of £2 
millions, the United Steel Corporation of Asia, 
the supposed rival of the Tata lron & Steel Co. 
with 20 crores of authorwed capital, would have 
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found it cheaper to raise capital in India. 
Cey lon, Strai ts Settlemt>nts, and Siam etc. would 
have also raised their loans in India itself. All 
that was not to be. While capitai in India has 
been placed in such bad pligh t, more or less 
deliberately, a crank is reported to ha.vp said in 
the Legislative Assembly that Indian Labour 
does not care whether it is Indian capital or 
foreign capital that is emploYf'd in India. To 
the danger of irrepressible Moul vies and 

. Swamis dictating our politics, as mentioned by 
the T£mes of India, we must add that of cranks 
-omni9('ient and self-opinionated-posing as 
experts on every question. This man forgets 
the record of foreign capital in Bihar, Asaarn, 
Fiji, etc, To the impedimenta which this 
unfortunate country is carrying, will have to be 
added the tyranny of the Moulvies and Swamis 
and cranks, and in the la9t case, the mischief is 
the more to bf3 deplored as the Government 
may, more often than not, listen to their views 
though inimical to our national interests. 

If it be said that let by~ones be bygones 
and that there )8 no use crying over spilt milk 
as Sir Charles Innes would say when anything 
goes wrong, the future outlook too on the con­
servation of the capitarresources of the country 
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is not promising. Sir B. Blackett-doeE: not seem 
to have realised the need fot .the growth of 
Indian capital, and as if he were an instrument 
of the vested interests of the modern Babylon,.. 
stHl harps on the need for foreign capital. Both 
in his speech in BOmbay and in his truculent­
reply' to poor Pandit Malaviya,he maintains that, 
India has not sufficient capital and that foreign 
capital cannot be barred or denied entry. Sup­
plementing the forceful and cogent pleadings-. 
of Pandit Malaviya, I shall in all humblenesS 
})resent Sir Basil with three or four considera­
tions. The first is, India has been deprived of' 
her capital and this has been so ruthlessly 
destroyed that anyone who compares the posi­
tion before and after 19i\J, can very wen. 
exclaim with the poet, 

Into what pit thou seest 
From what height fallen. 

Renee, they can unbend and relent hereafter 
at least. And it is not India's fault if she haa. 
very little surplus. The 'fault is others and her:­
situation is not of her own, seeking. They now 
shed crocodil~ tears and say India has not­
enough to finance all her requirements. 

The eecond' is that which is ever present in. 
the minds of English stlftesmen and financiers ... 
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"To give two or three examples, Mr. Winston 
tChurchill stated in 1919, 

.. Debts we owed to ourselves being within the 
boundarIes of our own country oould be adjust­
ed without causing any impairing of iis 
economic energy. II 

Sir Robert Horne, the Chancellor of the Ex­
-chequer in 1921, said in the House of Commons, 

•• As Mr. Chamberla.in RaId in ma.king the Budget 
speech of last yea.r, the transformation of 
external debt into mternal debt is a detinUe 
gain to the national wealth. (Cheers.) We 
are paying our interest not to people outside 
the country but to oursell1es; and, in this 
oonneotion, it is gratifying to be ablA to record 
that, in the three yea.rs since Maroh H1l9, 
we have reduced external debt by no less than 
£ 274,666,000. " 

Sir William Joynson-Hicks declared a yeaT 
-Of two ago, that" we have wiped off all foreign 
..debt except the American" which was to be 
funded and that the internal debt and the 
interest thereon have also been reduced, thus 
cbringing about much saving to the taxpayer. 

Not merely in th.ese Governm~ntal loans, but 
in private loans and investments. a strict and 
beneficent n&tional policy is pursued in England. 
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Thrift is encouraged, capital,..is allowed to­
accumulate and with that view, the income­
tax has been reduced from Gsh to 4sh. 6d. in the­
£ and .Exce~s Profits Duties and· Corporation 
Taxes have been abolished. And deflation has 
been dropp(>d once for all; on the other hand 
there is talk of inflation. England is over­
flowing with surplus capital and this is fleeking­
investment in all corners of the globe. Indeed~ 

there is a ri valry between New York and 
London as to whose loan issues and foreign 
investments are the larger; and England i.; 
boasting that her loan and capital issues exclu­
ding Government loans bave been at the rate of 
£300 to £400 millions per annum after 1920. 

We shall then make a preJent of all the above 
to Mr. Hailey of 1920-22, who seemed to have 
welcomed and even considered the rai~ing of 
sterling loans as inevitable, and to Sir Basil 
Blackett who, as the lineal inheritor of 
Haileyian policy, does not seem to have cut 
himself away from it. The quotations from Sir­
B. Horne and Mr. Churchill might also be presen-
ted to our irrepressible and all-knowing crank. 

And we must ask Sir Blackett whether he 
has not noticed the \ltter absence of any big 
company or industry .started after he came-
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here. Not on'ly have trade and industries been 
shorn of capital' but all new industries, and 
expansions have come to a dead stop after 1920. 
E'\1ien the existing ones are 8tru~gling to live; 
while, the response for Government loans is 
getting feebler every year. What would they 
not have done in England under such circum­
stances, the Board of Trade or the Treasury? 
If he cannot take a comprehensive view of all 
this, all we can say is, he is not a • labourer 
worthy of his hire.' Or, has our expert become 
petrifif'd in the refrigerating chamber at Simla? 

ThE' third point is, are you not satisfied with 
the havoc caused after 1920, with the large 
inflow of foreign capital and loan to the extent 
of £150 million or 225 crores, for aught I know, 
since then. Or, do you want to perpetuate this 
system and make India a permanent economic 
slave, with her people drudging for bare main­
tenance while all their surplus savings and 
produce are being drained away in the shape 
of profits and interest, leaving them with a 
miserably low national income 1 ,On the other 
band, English capita] has had its fill in India 
and it is time its representatives here ado~t 
a cleaner and more hOnest method. Hence,. 
to stoP this present tim passe, it is necessary 
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to change the Currency Aot, attd thus increase 
iihe monetary resources of the country. At 
iesst, for the sake of providing the country with 
.cheap capital, this legislation must b:3 pass~d; 
else we must hold, the authorities are still in 
lea.gue with powers of Evil. 

Besides, the capi tal requirements of the 
-country are as acute as ever, and of the 500 
-crores of the then expectf>d capital outlay, not 
<cven 150 crores have been spread over the 
'Various projects or have been utilil'led. SH1l, 
Viscount Peel seemed to have thought, thoup;h 
Tightly under the then prevailing circumstances, 
even 150 crores as too much and in hi!;! despatch 
.on Provincial Finance, he stated, 

"It is clear that an attempt to carry these 
through in full will place an unduly heavy 
strain upon the borrowing resources of tbe 

country as a whole and the Provincia.l repre­
sentatives were wa.rned that all-India interests 
might necessitate the postponement of many 
of the schemes for expenditure debitable to 
loan funds whioh Provincial Governments 
desire to take in hand." 

He was naturally alarmed at" the very con­
$iderable capital expenditure to be financed 
from loan funds" w hiclt come to a.nother 15& 
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-crores spread oyer 8 years or a capital expendi­
tUre for the Provinces of about" 18 crores per 
annum." Undeterred bv his sound advice and . . 

. pefhaps even winked at hy the Government of 
India officials whose strange views on indige 
;nous versus foreign capital have already been 
referred to, the Provinces are going on with 
their programme. 

The remedy is not that of curtailing their 
,capital expenditure, but of expanding and culti­
vating the Indian money market, unless some 
ignorant or unprincipled men still think of 
increa~ing our sterling obligations and rushing 
to England for loans. I shall not speak of the 
unprincipled individuals; but of the ignorant 
folk. For example, the Law Member of Madras 
who is also in charge of Irrigation and Hydro­
Electrics-one of those Indians to whom Sir 
Michael O'Dwyer's description as not being 

·commercially-minded might apply-declared 
with gr~at gusto, as if he made a new discovery, 
that their proj~cts could be financed under the 
credit Acheme of the Board of Trade in England. 
I do not know under which cJass to put those 
who have told some of the District Boards of 
Madras, 'hands off those Rail way projects as 
they will be construct~d as main line out of 
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the general loan funds', The District Boards-, 
have enough funds to construct these Railways. 
One does not therefore understand this new 
policy .. Does' it mean that it is but 'a method to· 
encourage foreign or sterling capital? Be~ides, 

when there is so great a demand on capital, 
one fails to follow the logic of not welcoming 
and utilising this additional cctpital of District 
Boards to relieve sucb a strain. This is reatly 
disgusting. 

Next only to the settlement of currency and" 
exchange, in importance is the question of finn­
ing mont>y for the 300 or 400 crore:; of capital 
expenditure. The Government of India have 
got their own urgent neE'ds which are the 
repayment of 30 or 50 crores in 1925 and 1926, 
and other like repayments in later years, and 
capital expenditure on Railways. The Provin­
ces are clamouring for funds; Sukkur Barrage 
(22 crores), Sarda (two projects 12 crores), Sutlej 
(18 crores), Cauvery, Tungabhadra, Krishna, etc. 
The Municipalities, Port Trusts and Improve­
ment Trusts have got lctrge schemes-not to· 
speak of that white elephant, Bombay Deve­
lopment-and unless they begin another rage 
for sterling loans, they must be provided with 
rupee. funds; Bombay Municipality wanting 
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5 crores and Calcutta' Port Trust 5 crores to. 
give these instances. Besides, there is the 
demand of companies and industries, and 
of such schemes as Howra h Bridge' (6 or '9 crores) 
and Tube Railways (3 crores). 

Hence, if our Finance Member were a con­
Scientious man, he would pass sleepless nights 
till he initiates some wholesome change in 
the financial policy of the Government unless 
be is intent on allowing a second sweep into 

. the maw of English capitalists and Bankers 
by keeping up a tight money market. The 
solution is near at hand, but what myopic 
vision deters them, we do not know. Anyway, 
there should be no more occasion for that 
pessimism which Sir Narcot Warren and Sir 
Thomas Oatto feIt, nor should it be possible for 
such a melancholy remark to be made as that,. 
by the Oommittee on Howrah Bridge. It writes, 

.. But if the money is to be raised in India they 
doubt if a rate of interest below 5 per cent. 
will be feasible in the near future." 

Of course, in the wake of cheap capital, such 
swindles as the Anglo-Oriental Navigation Co. 
shouJd not be allowed to crop up and theta 
shollld be legilDlation, to prevent such poisonous 
outgrowths. 
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Let me hasten to say that r am no hater 
of foreign capital. I welcome the foreign 
capital invested in tea, jute, coal, Railways, etc. 
Only, it should not be of the type' of As"Sam 
Plantations where labour grievances are a 
recurrent feature. The Assam Tea Companies 
have been paying dividends of 50 to 100 per 
-cent. and still they drove their labourers to 
virtual penury and distress in 1921. The 
Assam corner is a plague spot so far as labour's 
position is ooncerned. Add to the above, their' , 
incessant desire and struggle to escape the 
income-tax or tea duty, an inglorious effort to 
avoid paying their just quota to the public purse. 

Next come our friends, the Railways, with 
most of the capital in it being foreign. They 
do so little for the comforts of 3rd class passen­
gers but they are paying such high dividend'!J as 
8 to 16 per cent-a thing unheard of in the 
rail way (5ystems of any other country. Here is 
a case in which a restriction should be put on 
the amount of profit or dividend, and this 
foreign capital should not be allowed to fleece 
India-here too with the connivance of the 

oUovernment. 
I wonder whether the publio are aware of a 

!big foreign company I: trying to swallow an 
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Intiian company just as a big fish gulps down 
a small fish. The scandalous' nature of it has. 
been revealed by Mr. W. S. .J. Willson in 
the -most forcible speech ever made ·in the 
Assembly-·perhaps with the excel1tion of 
Captain Sl;lssoon's. Mr. Willson has attacked the 
contract made between tbe Burma Oil Co. on 
the one hand and the Tin Plate and Tata 
Companies on the other, and has definitely 
charged the former as having made a one-sided 

.'bargain to the utter ruin of the latter. One's. 
blood will really be up after reading that speech, 
if it is true to fact,the exposure of all the cunning 
and greed behind this transaction. The evil of' 
unrestricted foreign capital will never be more 
fully realised than by a study of that debate. 
Will it not lead one to think that Bolshevism 
is not after all a terrific thing, not a parent of' 
monstrous brood of evils? Repudiation and 
Bolshevjsm are the natural offsprings of such 
capitalism. The one begets the other. If 
Bolshevism or repudiation is violent and un­
moral, certaill types of capitalism iilore grovel­
lingly. excrueiatingly mean. Whether" our 
friend' the Burma Oil Co. is so or not, it­
is left for impartial people to judge. But still, 
it will be for the legislatoce to examine whether-
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the Burma Oil Co. should be anowed to take 
-over £4 millions profits each year, whether 
some restriction should not be placed on its 
profits 'and whether thE' taxes and royalties 
,c~nnot ~ increased. If any foreign capitalist 
harrasses Indian concerns or Indian labpur, it 
is up to the Legislature to find out means of 
harrassing such alien capital, if not by repudia­
tion. I am quite sure that in this case cited by 
Mr. Willson, the League of Nations itself will 
-declare repudiation as the only remedy. What 
ever it be, ill-gotten wealth as in the other caseR 
mentioned in this book, will come home to roost. 

I shall conclude this section by quoting what 
I wrote formerly:-

"The Indian financial plant, after a long drought, 
got Borne little moisture during the war and 
there began to sprout out tender buds and 
branches when the blast of jealousy came and 
laid low the plant. Since then, the sap is 
mournfully withdrawing towards the roots 
waiting for better time to corne." 

The plant is not altogether dried up. There 
is still life in the roots, which can be stirred 
into activity by God-like watering and 
manuring. 



II 

To write on the Bud~et and Finance of India 
during the 'last few years would be a fit 
endeavour for a separate volume and .. it is not 
intended here to cover the whole field except to 
point out as to how far there has been departure 
from strict canons of finance and the effect the 
currency policy has had on the Budget state­
ments in general. To some extent, this has 

, been dealt with already, 
As in other respects, there has not been much 

or even anything at all to complain in the 
Financial policy during war years except for 
the feeling that Social Services have been 
neglected. To criticise that period would be an 
act of wanton querulousness. It may even be 
granted that the Afghan war was inevitable 
and that the expenditure incurred in it was 
unavoidable-subject of course to the objection 
raised by Sir Dinshaw Waeha as to the extra­
-ordinary extravagance and wastefulness with 
which that campaign Wab conducted. The 
great war was over in November 1918 and till 
1920, there was not much that one couler 
describe as mismanagement. 

Our troubles began after that date. It is a 
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piece of hyperbole when Sir BasK Blackett say~ 
in 1924 India has had her taxes increased by 
53 crores only since 1914 and England, by about 
£500 or.600 millions. Wheit he makes such a 
pomparison, he foregets some important ilSt.mes. 
Firstly, there is the fact that England is so 
enormously wealthy-and since 1914, in spite of 
this huge sacrifice, effort and taxation, she has 
increased her wealth by 30 per cent.-that this 
taxation sits lightly on her; and India is ~() 

miserably poor that even an additional 50 crore~" 
of taxation is proving far beyond her capacity . 
to bea.r. Would to God India had been able to 
meet a taxation of £200 and 300 millions, if not 
£500 or 600 millions! It will be a day of 
rejoicing when India is in a position to raise 
such huge sums out of her wealth and plenty. 

'the second and more noteworthy flaw in his 
plea is, the increase in taxation in England 
occurred during war years; and sin~e 1920, 

~ 

there has been a gradual reduction in taxation .. 
Whereas, in India, of the 53 crores, only 12 
crores were of the war 'Period and 41 crores 
were the increase in taxation after 1920. 1'0 
tender the contrast deare'r. let me quote from 
the Times. After proudly labelling for three 
consecutive years tbc9 BPitish Budgets as. 
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.. First-rate Finance", the Times wrote in May 
1923, 

"There are Round reasons for the upward 
. tendency of investment stocks .• It is the inevi­
table outcome of a financial polioy which hu 

already lessened the burden of debt. abolished 

E. p, D,. hblvpd the corporation tax, lowered 

the income-tax from 6 ah. to 4 sh, 6d" reduced 
the tttxes on beer. tea, ooffee, and cocoa, 
cheapened postal and telephone chargee a.nd 
brought about a sub&tantial re-iuetion in the 
general level of prices, besides restoring the 

gold value of the papf'r pound," 
It added that the policy which" did all this·t 

and" which reduced the cost of borrowing fo~ 
all classes is worth sticking to", And, consist­
eDtly with the above, the Times while 
rEviewing Indian Fina n('es in an unusually 
aenerous mood, wrote in January 1924 • 

•• That countly has sorne cau!ooe to complain that; 

the Severe economy practIsed by sl1ccessiYe 
finance members was forgotten frorn 1918 te 

1923. f(Jr the Inchcape Retrb"lchment committee 

was able to recommend economies amountiDf 

to £13.000.0,)0 & year: • • • One of tile 
most urgent duties of the Government of India 
i. to kPep expe~ditur: within the present scale­
of ta.xation:· 

18 
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But it is the v~ry same Times that wrote in 
July 1924, under the heading, ,. The India. 
Servioo3" 'Parsimony of the Indian Nationa­
lisi ' as follows :-

•• 'ro those who enlarge on the addition of over 
8 crore of rupees to the Indian Budget, the 

hard-pressed officials can retort that that sum 
is being annually spent on the pala.tial building. 
of the New Delhi, which few of them are lilr.el~ 

to inhabit and that a. Frontier policy, the 

wisdom of which is disputed by many ex .. 

perienoed soldiers and administrators, baa 

added many crores to recent Indian deficits." 
It is a wondf'r how the Times came to expreB8 

such a self-contradictory or mutually destruc­
tive statement. It is not the parsimonious Indiall 
Nationalist but the so-called "hard-pressed 
officials" that were responsible for the ignoring 
of" severe economy" " from 1918 to 1923" for 
the constrootion of the New Delhi, for the 
Frontier policy, and-I might also add-·ror the 
Currency and Ex.change experiment with ita 
attendant losses. Or, is the demand for tbe 
one crore of rupees, a reward for all the above? 
Here, it must be acknowledged that the Time. 
lpd by its able correspondEmt, Mr. Arthur 
Koore. once in its car&er, struck the vein of 
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!fare statesmanship, and has set its face against 
the Waziristan and Frontier adventures from 
1921. All the same, we might remind this 
mirror of Er1glish thought-which; unfortunate­
ly, more often distorts than otherwiSie-that 
between these two Services, Civil and Military, 
I~dia has been mulcted hf'avily and hence, all 
the deficits and additional taxation. The chief 
gravamen against them is, as I have already 
observed, the rnOl11Ant they incurred or invited 
theE'e losses of 1920, the Government of India 
ilhould have drawn in its horns from other 
ventures. Instead, the whole affair has the 
appearance as if the Civil S~rvices said in 1921, 
• we havo had our innings and we shall stand 
aside, while, you, Military Services, have Y911r 

innings of extravagance and waste without any 
fear of interruption from us.' 

This digression apart, we shall just considf..>r 
and contrast the increase of taxation in India. 
as against the decrease in England; in other 
,words, growth 'Of expenditure here as against a 
determined effort to cut down expenditure in 
England. 

1!t21. The main irlcrealies of taxation were:..­
(1) General ad va.lorem duty on imports from 71 

to 11 PM oent. (in~ludjng ootton goods). 
(2) Ad valorem duty tin certain articles of IUJl:1II7 

from '11 to 20 per o.ut. 
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(3) Sugar import duty from 10 to 15 per cent. 
(4) Import duty Tobacoo 50 per cent. and cigar. 

and cIgarettes from 50 to 75 per cent. 
(5) IncreHst1 of dutl8fi1 on lIquor" and IIPlflts, 
(6) Duoty of 12 Ap,. pC>J' gTO~B olat<,h b'oxeB. 
(7) lnorell!oed nulway rates or surcharges on 

('ertam ~oods. 
(8) Slight lllcreap,e in postal fates. 
(9) Inorease In higher graaes of income~tax and 

Buper"lax. 
1922. IncreasE'S in taxation this year were-:­
(1) General ad valorem duty on imports from 1f 

to 15 pM cent. (excludmg cotton goodF/). 
(2) Ad vslorern duty on Imports of luxury artldes 

from 20 to 30 per rpnt, 
(3) Suga.r duty from 15 to 25 per cent. 
(4) Import duty on machmery. uon snd steel, 

and raIlway matendi from 21 to 10 per cent. 
(5) On matohes from 12 As. to He. 1-8-0 per 

f!'l'OS8. 

(-6) DUly on ootton yarm; 5 per oent. 
(7) KerOSine. eXClS6 dllty 1 AFl. per gallon and 

import duty from H A ... to 2! Af4. 
(8) Further increases on l1quor!., SPITltl'l. etc. 
(9) A genera.l all·round lOClrf'aRe in all raIlway 

rates in@tead of t-urcharges on some item8. 
(10) Increase in paSEen!l:er fa res by 25 per ('ent. 
(II) Half anna for post cards and I Anna fo~ 

letterl'. 
(12) And further increaFes 10 jnoome~tax and 

super.tax in the higher grades up to 18 Pt!. 
8.n<i 6 As resprctlvelv. 

1923 Douhl1l1g of the salt tax from Rs. 1-4-0-
to Rfl. 2-8-0. 

1924. Proposal to continue the increased salt 
lIiuty and for some redud'tions in some unimpor-
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tant items; but all were withdrawn due to the 
throwing out of the Budget by the Swarajists • 

.A t a glance one could see that no m&rgin of 
taxation haS been left and that ·everything­
salt, kerosine, cloth. matches, railways, post­
~a~ been swept clean into the tax-gathArers' net. 
Of course, some small mercy has been shown in 
.remitting the increased salt tax and for this 
relief, much thanks. While such has been the 
case here, in Engldnd, under the continued 
pressure of public opinion, from 1921 onward~ 
there have been a series of reductions in taxation 
and this ha"l been efi('cted mostly with a view 
to lift the burden of taxation from trade and 
industry. The response of the Government in 
England to the needs of busine~s is something 
to be greatly en vied. The extract from the 
Times has already given a glimpse of tbe 
satisfying nature of British Budgets. From 
1921, the reductions in taxation were :-

1921. Excess Profits Duties abolished. 
1922. Income-tax from 6 sh. to 5 sh., duty on tea .. 

oocoa, coffee, etc .. lowMed by one third, pos­
tal charges and telephone charges reduced. 

1923. Income~tax from 5~h. to 4~h. 6d .• corpor ... 
tion tax from 1 sh. to 6d., excise and (lustorq 
on lIquors Rnd drinks reduced, further redu,,", 
tiona in postal and teleph()ne charges. 

'92'. Corporation tax :bolished. further redue. 
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tion by 50 per cent. in tea, sugar, coffee. 
raisins. etc., and McKenna. duties on oertain 
lUJ:ury articles repealed. further decrease in 
tt-le phone tax. 

In 19:14, th'ey were therefore abie to record 
that "one by onE', tbe new taxes imposed 
during the war are being repealed," that a 
eheap breakfast table has been provided. and 
that .. the entertainment tax is the only new tax 
levied during the war still on the statute book". 
Side by side with all this to save enterprise from 
burden of taxation and rates, railway rates and 
fares were reduced in England by about 25 
to 50 per cent. All this was mainly due to the 
efforts of industrialists like Sir Eric Geddes 
who first put forth the demand for severe 
retrenchment, who bt'gan the crusade against 
the blighting effect of oppressive taxes and rates 
on the industrial expansion of the country and 
Who declared "taxation is killing industry." 
Not only was there great reduction in expen­
diture, but the expenditure on Army, Navy, 
ete.t has bf'f'n reduced by about 50 per cent. 
In spite of all tbese reductions in taxation they 
Ilave been able to allocate £ 40 or £ 45 millions 
towards the Sinking Fund annually. 

Search all our Budgets for any snob recogni­
tion of the requirements of trade and industr y 
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or of the effect of these continued increa.ees in 
taxation on them. They themselves precipi­
tated conditions of acute trade depression by 
their ill-considered actiun and asH not.satisfied 
with that havoo, they have fol1owed it up with 
a series of taxes and duties culminating in the 
incrE'ased railway rates and far,es. How in­
considerate our experts are is clear from the 
fact that when the country is groaning under 
the weight of taxation and of chaos and depres­
aion in trade and industry, they propose 
sacrifices of r('venue or reduction of taxation 
ulJdcr such items as the export duty on hides 
and skinE! or the petrol excise and import duty 
or the import duty on piece-gocldt;, 1'0 me, it 
appears that the separation of Railway Fmance 
from Gt'neral Finance holds out no prospect of 
reduction in railway rateEt and fares, and, on the 
other hand, it seekR and is designed to perpe­
tuate tlw present schedule without any idea of 
affording relief to trade or to the people at 
large. 

As if all these were not ("nough, the Provincial 
Governments a.nd Local Bodies including 
Improvement and Port Trusts, bave increas~d 
their exp~diture sud have put more burdens. 
on tht> general taxpaYir. The Provinces have 
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increased their taxes and duties on Excise. 
Sta.mps, Registration, Court Fees, etc., and have 
levied Entertainments tax in addition. The 
Local Bodies 'and Port Trusts have increased. 
their duties, cesses and rates. To this ever­
growing list, must be added the annually 
increasing Land Revenue. The resettlernent 
operations are always at work and ever on the 
move, and one district or another comes under 
the hammer every year, if we m::ty say so, 
M.ore even than trade and industry, agriculture 
bears the largest burden. It has not on ly to 
mE'et 50% of taxation in the shape of land 
revenue but it has to meet a multiplicity of 
rates and cesses-not to speak of the effect of 
increased railway rates and fares on thl' agri­
eultur;sts as even admitted by the Bpngal 
Chamber of Commerce. One correspondent in 
the Hindu writes as follows:-

.. The number and amount of taxes which one 

has to pay to Government, - • is stagger­

ing. The land tax, the encroachment tax. 

t.he stone tax, the watertaJ;, luckily no a.ir tax. 

no poll tlLX as yet. the income tax, the house 
ta.x. the Toa.d tar. the drainage ta.x, professhu .. 

81 tax and eduoational tax anti what oot. all 
tbis make ODe feel whether Government bas 
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not converted a miraBda r and a oitizen as .. 
mere tax-paying machine," 

And Rao Bahadur C- S. Subrahmanyam. an. 
'Ex:M. L. A. and Mr. T. V. Seshd.·giri I'yer also 
gave a catalogue of the varIOUS burdens on the 
agriculturist while writing on thfl Tanjore 
resettlement, like the variOllS land cesses with 
their automatic increa!'!e, the percolation talC. 
()r tree tax, etc. [E'5pecid.lly. this percolation 
tax though small in its incidence is the last 
word in Govprnmental covetousof'SS, is a 
masterpiece of cynicism. In America, th& 
Uoverllrnent gives a bonus for tree planting and 
tree rearing. Here tree growing is not even 
like virtue being its own reward; but it has to 
meet a tax: in addition. Perhaps, this tax finds a 
place in Kautilya's Artha Shastra according to 
it.~ modern commentator, Sir Charles Todhunter 
who has hence blossomed into a taxation 
expert.] This apart, the grievance againd 
heavy local taxation h3S, strangely enough, 
bf'en borne out in an official communique itself. 
'The Madras Government in an order to th& 
,Local Bodies, has stated as follows ;-

., The Government conllider that, in a year of 
finanoial stringency, LOCH] Boards wiIJ not be 
justified in incurringt\:leavy capital expenditure 
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from general revenues, They'have a}.o deoi­
ded tha.t compassionate grants shall in future 
he oonfined to Local Boards which have made 

a lIerious 'effort to balance their budgets' by 

r~8trjeting expenditure anr! by levying all the 

taxqg at the ma.ximum Tates, and have failed 
to do so." 

The Local Boards have b(>~n forcE'd to levy 
the taxE'S at the maximum rates and to tighten 
the screw still more on the poor taxpayer. 
iJ'he Npw India rightly demanded that "it 
should be looked into thl1 t the maximum rateR 
are not unfair." Ineidentally it may be re­
marked that the greatest sinners" in incurring 
.heavy capita.l expenditure in a year of financial 
stringency" have been the GovernmE'nt of India 
and the Provincial Governments like the Bom­
hay Government with its Development mania. 

No wonder that this asppct of all-round 
increase of taxation is now attracting attention 
more than ever. Mr. J. A, Wadia. thE" well­
known Mill-owner and economist of Bombay. 
in a letter to the T1'mps 011 ndia wrote asking, 

" Why we are paying in taxes between central. 
Municipal and Provincial Governments in .. 
oluding Railways, a. bundred crores more per 

annum than we did 6'e or six year. ago. • • 
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why railway charges have been reduoed in 
England by fifty per cent. while our cbarges 
remain the same, etc ... 

'So then: it is clear that tbe jn~reaBe in 
taxation during the last few years is fifty 
crores, by the Central Government, and another 
fifty crores by Provincial Governments and 
Local Bodies. The result is economic ruin of 
the country and starvation of the poor. Appa­
rently, the word has gone forth, "Leave nothing 
in the pockets of the people." 

But. more serious than all is the indirect 
taxation caused by deflation and dear money. 
With Bank rate at 8 and 9 per rent. and trade 
bills discounted at higher rates, ouo cannut 
estimate what additional indirect taxation trade 
and industry must be paying, wheth€'r 10% or 
20%, and how much more it is than if the Bank 
rate were 4~~. As Mr. J. A. Wadia put it, " it. 
is a truism to say that dear money is a tax on 
trade and industry including agricultural 
industry," Here, I might mention that at the 
time of the controversy on Tanjore resettle­
ment, I w.rote BuggE-sting that the effect of 
deflation and dear money on the capacity..' of 
agriculturists to pay should not be ignored; but 
the quidnuncs of OU' patriotic press would not 
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publish it. I repeat that the' conditions of 
money market should also be taken into account 
in any resettlement operations. The Inspector­
-General'of Registration of Bombay"':'-uolike the 
Inspector-General of Registration of Madras 
who is too busy carrying out the mandate of 
the hymn of hatred against the poor Brahmins 
to consider the effect of deflation on Non­
Brahmin merchants and agriculturists-has, in 
two successive reports, discussed this question 
and has stated that deflation has hit hard the 
peasantry; that the price of land has fallen 
considerably; that their holdings have more or 
less become unmarketable; and that, in the 
purchase and sale of lands, the agriculturists 
ha.ve beep. put to considerable trouble. Since 
most of the agriculturists are in debt, the cumu­
la.tive effect of all these-high taxation, direct 
and indirect, resettlement operations, perhaps 
even high exchange-can be better imagined 
than described. It would be therefore an act of 
mercy if rail way rates and fares, and postal 
charges are reduced and if the Bank rate is not 
allowed to rise above 6 per cent. at the most. 

Now, to revert to Budgets proper, it may be 
'-said that the deficits were inevitable and that 
-there was no altematiV\) but to increases of 
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taxation. The following table shows the defi-· 
cits :-

ACTUALB. [TN THOUSANDS OF RS.)' 

Years. Revenue. Expendi. Surplus + 
tUre. Deficit -

--
I Rs. Rs. Rs. 

1913-14 I 81.32.71 77 85 85 + 3.4686 
1917-IR 

I 
1.187058 1,0657.52 + 121306 

1918- 19 1,304066 1.3613.72 - 573,06 
1919-20 1.37.1398 1,60.7927 - 236529 
1920-21 1.3563.32 1.6164.17 - 260085 
1921-22 1.152l,50 1.4286.52 - 27.6502 
1922-23 1.21.41.29 1,36,43.05 - 15.01.7 

Thus 100 crores of deficits ha va occ 1lrrfld in 
five yea f!:l. W f" could easily reconcile oursel vel:! 
to these deficits if they had been due to projects 
of social wf"lfare or if they had contributed to 
the e(.!onomic well.being of the people. No,88. 
a. deeper study of the Finance Accounts would 
show. In 1919, Sir James Meston said, 

.. We shall have to launch into very heavy 
expenditure for the educs.tion and well~b('ing of 
the people, without which ollr political pro­
gress would be largely nugatory," .. 

That almost nothing has been done in this 
direction may be kn<xIVD to all and, if proof il!t-
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wanted, we have only to quote'irom the state­
ments of Lord RE'ading himself. In 1923, while 
certifying the Finance Bill with salt tax at 
Rs. 2-Si-D, he observed, 

•• Theil' (dangers of an unbalanced budget) 

immediate effMt is to stifle the development 
in the provision of all those beneficent acti­

vities, education, public health, and industry, 

which should be the first fruits of the Re­
forms." 

In 1924, Lord Rf'ading, while accepting the 
Assembly's decision of having the salt tax at 
the old rate of RSt 1-4-0, regretted that the 
higher rate of even Rs. 2, not to speak of 
:as. 2-8-0, was not accepted and stated, 

.. It (the rate of Rs. 2 salt tax) would enable a 
commenoement to be made with the reduotion 
of Provincial Contributions in four Province. 

and would thereby secure incrtlased provisioa 

for objects such as Education, Publio Health 
and Industry, the furtheranoe of which is Ol1r 

anxious concern." 
Will we be charged with undue facetiousness, 

if we say that the Englishma.n's piety is 9Oroe­
t4ing delightfully apocryphal? It is to hi 
hoped that it is only existent to the East of 
SUR and that it does net infect the Armistiee 
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Day either here or there. The pious wi~h of Sit 
.J. Meston was not carried out even in 1923 and 
the increase in salt tax made no change in the 
cudook; in· 1924, Lord Reading promises to 
finance those proj('cts of social welfare only if 
we consent to the increased salt tax. Mean­
while the increase of 1 crore under the Lee 
Commission report has become a reality. What 
b~came then of all the increased taxes since 
1920 and was any portion of the receipts from 
these increased tax('s diverted to these channels 
about which Lord Reading has grown 80 

~nthusiastic ? Or, did any tithe of these 100 
crores deficits occur as a result of expenditure 
.on the amelioration of the condition of the 
masses? Most of this large sum has been 
poured into the bottomless pit of Waziristan 
and, not merely that, it is done to ci vilize these 
.savage peoples I Lord Reading, taking the cue 
from that super road-mender, Lord Montagu of 
Beaulieu, said with regard to the vast expendi­
ture on the construction of the roads in the 
.Frontier, 

•• They are beginning to exeroi@8 the civiliziDc 
and pacifio influellces which are the special 

and beneficent oharaoteristios of a road policy.'" 
I hav.e always had", shrewd suspicion that 



188 ORGANISED PLUNDERS 

.our Viceroy, Lord Reading is not a man of wi~& 
culture or a widely read man. Else, he would 
not hAve adopted the above view. Norman 
Angell .. in his classical bDok, blan\e!' England 
for hflving given that sort of peace by which 
this OJ or D4 nation of Indians has increased 
enormously during the last 100 years, from 200 
millions to 300 millions. I do not know whether 
aometimes I do not agrt-le with him. While 
such is the case, here is Lord Reading wasting 
away India's good mOTley on providing civiH.­
zing irlfiuen('es to those border tribes, so that 
they may multiply and be a source of still 
greater trouble with increasf'd numbers, and 
infesteverywht>re as the pest of Pathdns, instead 
of allowing them to work out their own salva­
tion or of adopting ollly defensive and punitive 
measures. This apart, look at the incongruity 
-or thE' monstrosity-of it, that while progress­
in Education, Health and IndustriE's is suspend­
ed in the realms of future realisation, or, ie still 
waiting in the ante-chamber of our Simla gods 
for their benignant favour to shed upon them,. 
orores of rupees on roads, transports, etc., in 
'Yaziristan are being expended rather freely. 

Now, l~t us examine why and how the­
, .deficits arose and whether they could have been. 

avoided and also note 8Q.me salient features. 
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1918-19. In this year, if there had not been 
the second war contribution of £12-7 millions 
there would have been a surplus of about 13-
crares. 

1919-20. This is the first post-war year; but 
still India had to wage the Afghan War which 
ha'S served as an excuse for continuing the 
expenditure in the Frontier. And this war­
seems to have been conducted on an extra­
vagantscale, for no less a man than Sir Dinshaw 
Wacha said, 

.. It has astonished me that this little war of six 

months should have cost as muoh as £14i 
millions. It is an appalling sum; I cannot 
understand: there must be some leakage some­
where, some great wastage of expenditur~ 

which cannot be accounted for. There is no 
mistake about this waste." 

He also pointed out that the previouF! three 
Afghan Wars cost only £15 millions. But for 
this War, there would have been no deficit. 
The Military expenditure for 1918-19 and 
1919-20 was 66'72 crores and 86'98 crores 
respectively including the war contribution and 
the <:ost of the Afghan War of these years. 
Such a large excess expenditure should ha"le 
been debited to loan funds and not to revenue 

19 
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programme. Besides, it ehould""be nGtiped that 
in these two years, tbe revenue of 130 and 
137 crores included exchange gains and without 
theBe, tile deficits would have beE'n more. 

1920-21. It is a wonder how the Government 
of India came to incur such 10SSlPs on Reverse 
Councils when in 1919-20 there was a deficit of 
24 crores and when the Afghan War not only 
cost the country a huge sum hut left in its 
trail the very costly policy of subjugating 
the frontier tribes and when the monsoon was 
a failure. The result was the abnormally heavy 
expenditure of 162 crores. The deficit would have 
been more if in the Revf>nue of 136 crores, there 
had not been some little exchange gains, 
Mr. Hailey promised us 3(j crores of gains and 
instead he left us the Reverse Coun<.'i Is losses as a 
settled fact. In addition, the Waziristan and 
Frontier adventures cost the country 2li crores 
or as much as the Afghan War itself. It is clear 
that the stinging rebuke of Sir Dinshaw Wacha 
is well deserved in this case and that there has 
been "considerable leakage" - perhaps Sir 
Dinshaw forgot that that was an epoch of 
leakages, munitions, Waziristan, Reverse 
cOunCils, stort'S like in Chaklala etc, etc. The 
country is not generally aware that this minor 

" 
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Waziristan fray cost the country as much as 
a big war. Thi~ chapter is not yet closed. 
Instead of or in addition to regular warfare, 
.expenditure has taken the shape pf roads 
policy, transports, Khyber Railway (this costing 
Rs. 250 lakhs for a line of 24 miles, about 10 
Jakhs per mile and 10 times the usual cost), 
and all the surplus revenues and additional 
taxation have been mortgaged therefor. 

The total military expenditure was 87 crores. 
Mr. Hailey budgetted for 57 crores on Army 
and stated that every feasible economy has 
been pffected and that that was the least sum 
'that could be placed in the Budget. But the 
actuals were more by 30 crores. Oh! for the 
Bhade of Gokhale! he was always protesting 
against such variations between Budget 
Estimates, Revised Estimatps and Actuals even 
in normal timps. 

In this year, there have been two sleight-of­
,hands. In the Budget and Revised statements, 
£ 5'37 millions were entered under Receipts 
as being due to India by England as a contri­
bution towards the Pensionrs of Indian troops 
.engaged in the Great War. But in the Budget 
.statement of 1921-22 we are told that the 
non~recovery of the ,urn was due to the fact 
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that the matter was pending discussion. Ill! 
the actuals, this sum has been quietly dropped 
out; andl instead, we are asked to pay £ 4{)1 

millions, This is of course in consonance with 
the other freaks of the financial regime th(;'n. 
l The second is, in the later yeaN, Mr. Hailey 
said that the increase in the Treasury Bills 
in the Paper Currency Reserve or mere 1.0.U:8 
by 31 crores was due to the d<>ficit caus{;d by 
the Afghan War. If so, these LO.U.'s should 
have been issued before 1920. But, ae a 
matter of fact, the Treasury Bills in the Reserve 
were 3'80 crores in Januat'y 1919, 7'40 crores in 
31st December 1919 and came down to 5'89 
crores in ~2nd March 1920, Here is a pi€'ce of 
terminological inexactitu<le. For; ,Mr. Hailey 
himself said in March 1920, 

•• Lord Meston entertained the hope of being able 
during the course of 1919-20, to reduce our 
treasury- bill outstandings by- about Rs. 22 
orores, These hopes were defeated by the 
large outgoings due to the Afghan war and 
frontier operations which had to be financed 
mainly by fresh sales of bills. " 

The increase in the Treasury Bills of the 
Paper Currency Reserve from 5'89 crores 
in March 1920 to 61"26.crores in October 192(),. 
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was really issued to cover the losses arising 
from Reverse Councils and from the revalua.tion 
-of sterling securities, Bnd as stated before, 
instead of Solid sterling assets, 'we had mere 
I. O. U's in the reserve. Here another contra­
-diction may be mentioned. He iaid in 1920, 

.. Anything approaohing 50 orore8 of treasury 
bill outstandings, to say nothing of the 68 
orore8 rea.ched in October last, is a dangerou. 
amount of floating debt for India. to carry." 

He showed such concern about the danger of 
floating debt, but he increased it from 50 crores 
to 100 crores in December 1920. 

1921-22. From this year, is felt the full effect 
of the blast of 1920. As descriLed formerly 
there were losses under interest receipts and 
-exchange, less income and less revenue, but 
there was greater expenditure in the way 
.of increased Home charges, increase in interest 
;payments both in India and in England. 
Because there was the impending deficit of 26 
-crores in 1920-21, additional taxes were im .. 
posed. In spite of it, the total revenue was only 
115 crores. In 1920-21, the revenue was 135; 
<:rores due to exchange gains and to the great 
increase in customs, income-tax, as a result of 
the boom. That, in spite of all the additional 
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taxation the revenue had shrun"t to 115 croreB', 
shows the deplorable state of the country's 
productive capacity and earning power. The 
deficit would ·have been less if th~y had not 
used the Paper OurrE'ncy and Gold Standard 
Reserve interests to cancel the created securities. 
This is a case of pretended purism at the cost 
of India. The Military expenditure was 77'87 
crores of which Waziristan cost about 12 crares. 
It means that by hook or by crook, the 
Military expenditure is sought to be maintain­
ed at a high level. In this year there was a 
loss of 9 crores on the Railways due to high 
working expenses and to the enormous pur­
chase of high -priced foreign coal-another 
form of subsidy or plunder. Leave alone this. 
All this has aft'm'ded an excuse for raising 
rates and fares to a very high level; and no 
effort has been made to reduce the working 
expenses, which are now sought to be main­
tained at the 1921-22 level. 

1922-23. In spite of still further taxation, the 
revenue was only 121 crores and the deficit 15 

'crores. It means that the wealth of the country 
woo decreasing, instead of increasing. The Mili­
tary expenditure was 71 crores; and Waziris­
tan's share was 10 creres. This year was 
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memorable for the coming in of the Inchcape 
committee. The effect of :its 1abours may be' 
fe~t as regards Military expenditure, but the 
Railways are beginning to be a l'llw unto 
themsel ves. Though the rail way receipts in­
creased by 12 crores, working expenses were 
kept up at the high level of 1921-22 just as 
Waziristan came in to keep up the high level 
of 1919-20, due to Afghan war. 

1923-24. This year was noteworthy for the 
doubling of the salt tax by sheer executive order 
in defiance of public opinion and in spite of the 
labour's of the Inchcape committee. No doubt, 
the intere8t~ of Paper Currency and Gold 
Standard Rp<:;{'rves were used for rcvel1ue purpo­
ses. Still without having recourse to salt tall!, 
they could have shown a surplus if the recom­
mendations of the Inchcape committee had 
been carried out in a spirit of true penitence and 
if more of the Army waste in transport, 
Waziristan, eb had been put an end to. But 
what they did in the revised estimate, they 
could have done in tl~e beginning of the 
year. That is, the utilisation of the windfall of 
the sale of enemy ships. Here, all the c~dlt 
must go to Mr. Narottam Morarjee and Mr. R F. 
Madan. If the form~r had not referrt3d to it in 
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his speech as ohairman of the Scindia Steam 
~avigation company in 19t3, would they have 
utilised it for revenue purposes t Or, would it 
have met the fate of our sterling securities and 
of the £5-37 millions first proposed as being due 
to India? Sir Basil Blackett said the fruit was 
already in the tree. Perhaps, if on account of 
their composedly sound sleep, it had been 
13tolen away, would they have tried to re­
establish a claim to it and to recover it? The 
oountry must really be thankful to Mr. Narot­
tam Morarji and to Mr. B. F. Madan for having 
saved this sum from the Dragons at London. 
If Sir Basil had heen aware of it, why did be 
not seek to utilise it in the beginning of the 
year? After all, why was there such a de1ay 
in using it for revenue purposes, when England 
had used £ 800 millions of war disposals income. 
to revenue purposes from 1919. Even now, it is 
being dealt with in a graceless manner, only a 
moiety is used up; the rest is said to await the 
result of the Privy Council decision on the 
eustoms duty paid on Railway materials. After 
a.ll, of the 2 crores reserved. will not almost the 
wilole come back as the companies wou1d be 
altitled to that fraction which the surplus. 
profits bear to the gross earnings minus working 
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-expenses? This year the military expenditure 
was 64 Cl'ores. The Revised Estimate for RaU- . 
ways shows a net income of 61 crores as 
., I 

against that of 1'5 crores in 1922-23 and the lOBS 
-of 9 crores in 1921-22. 

One other action by the Government deserves 
to be strongly condemned. That is, the reduo­
tion of the export duty on hides and skin8 
from 15 per cent to 5 per cent. Was this the 
time to forego an income of half a crore of 
Rupees? On the other hand, instead of salt 
tax, they should have not only kept on this 
duty and utilised the windfall of the enemy 
:ships, but they could have rai<:!ed their revenue 
by an increase in the export duty on toa, and 
jute and by levying, no doubt for the first time, 
.an export duty on oil seeds, manure, etc. Sir 
-Charles Innes showed great solicitude towards 
the ex.port trade for hides and skins and said 
that the 15% duty was hampering the export 
tra.de. On the other hand, the Trade Review of 
1922-23 states that as soon as the duty waa 
-decreased, the prices of hides and skins stiffened 
up correspondingly. What is lost by the public­
exchequer has beer. gained by the middle~n 
.and the exporters-a. considerable number of 
whom are forejgne~ like Americans. This 
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Upper India and Calcutta is being bent'fitted to­
this extent. ~o much for our officials' foresight 
and perspicacity. 

1924-25. This year also is noteworthy for the 
reduction of salt tax to the old rate of Re. 1-4-0..­
for the proposals on the separation of Railway 
Finance from General Finance and the 
redemption of debt, and for the long list of out­
standing claims between England and India .. 
The first decision must be unalterable and there 
should be no more occasion to modify iL. To 
render this position more effective, in addition 
to retrenchment, the interest on Paper Currency 
and Gold Standard ReservE's should be ur;;ed for 
revenue purposes only. The obligation to use the 
interest for cancelling the I. O. U's in the reserve 
must be treated as a dead letter as it was stipul­
ated for in a moment of ignorance and panic. 

As for the separation of Railway Financet 

and quoting from Mr. Hailey's Budget speech 
of 1921, the net profit to the state from 
Railways before the war was 7·29 crores, It·22' 
crores in 1916-17, 14'87 crores in 1917-18,15'85 
coores in 1919-20, 5! crores in 1920-2]. In 
1921-22, the working expenses suddenly in­
ereased by 11 crores f't-om 54 to 65 crores .. 
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Hence the lQss and the increase in rates and 
fares. Both are sought to be maintained at a 
hig.h level, ~he working expenses f.1nd the rates· 
and fares. And the state is to be given the 
sum of about 6 crores. It is wonderful how one 
aspect has been ignored by our leaders. This 
Bum includes the capital portion of the annui­
ties and sinking funds which was till now 
treated aA part of the Railway expenditure. 
The real contribution to the state will therefore 
be only 4 crores and if we deduct the loss on 
strategic railways, it will be 3 crores. Is that 
&n adequate return for a railway capital expen­
diture of 600 crore~, not to speak of the 350' 
crores which India is said to have losi fr0m hel" 
revenues to meet the Rail way deficits according 
to Pandit Chandrik Prasad? Besides, is this sum 
of 3 crores commensurate with the great increase 
in rates and fares? The real contribution should 
be 10 crores including the capital portion of the 
annuities. Otherwise, the rtF.lUlt would be that 
12 crores by way of increases in rates and fares 
and 2 crores in the annuitic<; and sinking funds 
now transferred to general iunds or 14 crores' 
have been presented to the newly creatfid 
Railway over·lords to do anything as they 
please. This will be <In inducement for high 
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working expenses and for an o~ ~f new posts 
.and high salaries. Again, I repeat, is it honest 
to maintain t~e high rate of working expen.ses 
which was th~n due to high cost of fuel and 
eeavy rep1acements and renewals. 

In regard to the redemption of debt, it is 
unexoeptionable in principle. Only, we must 
.ask whether it is a reply to the repudiation of 
·debts resolution. If the country is not to 
feel sore on this point of the huge accumu­
lation of debt, especially the sterling debt of 
the last few years, the first step should he 
towards funding all the sterling debt at the low 
interest of 3%. What concessions England' got 
from America, she must extend to India; 
especially, as every penny of the sterling debt 
from 1920 is thoroughly unjust. This portion 
of the sterling debt is like the fictitious debt 
with whioh a not over-scrupulous trustee would 
encumber the estates of his ward, he himself 
p6sing as the chief creditor. France expects not 
only a low interest but is bargaining" for a 
reduction in the principal. England has propo­
sed a scheme for the oancellation of debts. 
Vi ould she show a fraction of this magnanimity 
towards India? Let us wait and see. 

The funding of this oobt, if not partial can-
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cellation, is the least that England can do to us. 
We need not even go to the length of Prof .. 
K. T. Shah who has suggested ~at England 
should take the responsibility for the £100-
millions contribution, considering the losses 
inflicted on India by the unreasoning obstinacy 
of her representatives in regard to Reverse 
Councils. If our mild proposal is not acct'pted. 
repudiation will be one of the unsatisfied long­
ings of our heart. 

Before concluding this section, we shan 
refer to one point. What would be the nature 
of Financial statements after 1920 if there had 
been no Reverse Councils? It would be an 
interesting task for such an able Stath,tician as 
Mr. Findlay Shirras to reconstruct the Budgets 
of India on this basis. There would have beAn 
leas Home charges, less interest payments, and 
perhaps no deficits. But this does not mean 
that the additional taxes need not have been 
levied. With abounding prosperity, they could 
have been imposed, even including the salt tax 
at ;Rs. 2~8-0 and India would not have grudged 
them, if they had been spent on vast se-bemes 
for the Bocial and economic progress of t~e 
country, .As I have said already. India could 
then have even a £200-millions Budget if it hadi 
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.been framed on the model of tIre great Georgian 
Budgets of 1908 to 1913. Up to n'ow, England 
has spent ab<iut £500 millions on war pensions. 
Even the Con~rvative ministry of 1922-23 spent 
£81 millions on war pensions. £45 millions on 
Education, £22 millions on Old Age Pensions 
£10 millions on Public Health (this in addition 
to the vast expenditure by Local Bodies) and £9 
millions on Housing. The Government them­
selves have stated that all the Afghan wars of 
the last 25 years cost them Us. 35'27 crores. 
Now the present Frontier policy alone has cost 
about 50 croree! Let the Great Gods bear 
witness whether a good part of the suffering in 
India could not have been avoided with a 
moiety of this sum which IS now wasted away 
on the barren souls and rocks in the Frontier. 

Mr. W. H. Moreland, in hie; books, writes 
pityingly of the condition of India un~er the 
Mughals, especially of the way in which the 
revenues were spent. May we then ask him 
whether the Finances of India are now, in any 
way, better administered than in those medieval 
.ages ? 
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Their number is legion and they have their 
Toots deep down into the very beginning of 
English history in India. And in those early 
periods they attained to such proportions that 
they became a matter for the greatest i~­
peachment on record. But that the evil of 
"Organised plunders" has persisted all these 
-centuries in various shapes and forms, is evident 
from the succession of speakers and writers on 
this subject. After Burke and Sheridan, this 
problem has become a fit theme fnr various 
writers, like Macaulay, Digby, Torrens, Hynd· 
man etc. On the Indian side, such research 
and study have not been wanting. Some of 
our great men like R. C. Dutt, Ranade, Dada­
bhai Naoroji, Gokhale made it their life's 
mission to awaken England's conscience against 
-continuing the economic codes of the XVII and 
XIII centuries. The latest to pursue this 
almost hopeless task are Dr. Besant by her 
book 'India, a Nation' and Mr. Lala Lajpat Rai 
who, in his monumental book' Britain's Debt to 
India' has summarised all the questionable. 
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dealings of England with India up to the tim& 
of the Great War. To write on"tl1e recent like-­
achievements~ would require the pen of a 
Macaulay. It.is a matter of very great regret 
that the spirit which animated Clive a.nd 
Warren Hastings and the East India Company 
servants who defied the efforts of Mir Kasim­
one of the very few patriots Islam has produc­
ed-to stop their exactions, seems to be quite 
alive even to-day and to have been religiously 
transmitted as it were, through these centuries. 

Examine any transaction between India and 
England, whether of Military Expenditure, 
Ra.ilways, Stores or Fiscal policy like Excise 
duty, etc; at bottom, the idea seems to have 
been, by how much each one will benefit 
England financially. 

Let us take the most recent instance of the­
demand of £ 44 millions as pensions contribu­
tion by India to England. On the face of it, it 
is the most outrageous demand on India. It is 
as if India were an enemy of Britain. What 
they failed to secure from Germany, they are 
now trying to extort from helpless India­
helpless in more ways than one, helpless that 
tile world at la.rge will not condemn this. 
sinister transaction just as it did with th&: 
demand on Germany. ' 
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Even judging it on its own merits. when the­
second war contribution of £ 13'5 millions was-' 
paid in 1919 and 1920, it was un&erstood that it 
was in full settlement of all claims. Mr. Hailey 
himself then said, 

.. This contribution £4 millions (inoluded in those. 
£ 13'5 millions) would be in full settlement of 
any claims which His Majesty's Government 
may have against India in respect of troop-. 
who fought in the war and had previous Indian 

service but had ceased to belong to Indian 
establishment before the war." 

On the other hand, it was England that owed 
India £ 5 millions towards pensionary charges. 
Mr. Hailey, while putting forth this claim, Raid, 

., We shall of course not be liable to any payment 

on account of the extraordinary pensions of 
Indian troops Bnd their British officers arising, 
from the war. although as the pensions fall 
due, they will ~e paid from Indian revenues;, 
what we shall do therefore is to recover from 
His Majesty's Government a lump sum re .. 
presenting the capitalised value of these pen­
sioDF', and for the purpo.e of the present 
eatimatea, I am assuming that the recovF7 
will be made in the eurrent year, the amoun~ 
invol'ved being rougilJ £ 5 millions." 

20 
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As already shown, it was thiS'" £ 5 millions 
that England repudiated or evaded payment 
of, and as a cotrnter-claim, we are asked to pay 
£ 44 millions, -\:hus a net loss of £, 50 mii­
lions. What has then become of the solemn 
assurance that no claim exists against India, but 
on the other hand, that England owed India £5 . 
millions? It looks then as if it would have 
been better if the great war had extended 
longer. We would have had to pay only the 
second war contribution of £ 40 or 45 millions 
only. Now the demand comes to about £ 63-5 
millions. Besides, we would have had no 
Reverse Councils gamble costing hundreds of 
of crares. no Waziristan ad ven tures costing 
a.bout 50 crores. Add all these losses to the 
latest demand, and what a staggering sum 
India has had to meet. 

On the other hand, it is we who have to 
present a long bill of damages against England 
as a result of the meddlings of the War office­
and India Office. I have the support of Mr. 
Lalubh(~.i Samaldas, one of the mildest of men 
and from whom never a harsh word escaped in 
hiacouncil speeches. Even he was driven to say 
almost like this, 'Take back the Reforms, give 
us the conditions which would exist if Reveree 
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Councils ha<l n.ot been RoId: His Majesty, the 
King Emperor, in his Instructions to the Minis­
tez:s of the ,Provinces, made an idjunction that 
there should be absolute" probi(y in Finance". 
Does not tbis "probity in Fmance" apply to 
~he transactions of the Government of India, 
India office and War office? Can anybody say 
whether there was absolute " probity in 
Finance" in some of the transactions we re­
ferred to? Man-made blight has done enougb 
havoc; and if the India Office and War Office 
still insist on sucb unconscionable demands, 
all we can say to these two is, 'Beware of the 
Blight of God." 

Of the other claims against India announced 
in .January 30, 1924, each one bears the true 
Shylockian impress. Expenditure on East 
Persia, surplus officers, disbandment of troops 
exchange concessions on Mesopotamia, Aden,. 
all are said to be matt.ers under dispute and 
under consideration. They will all come to 
a.nother round sum £20 millions. Their £ 40 
millions claim-it is some coincidence-is equal 
to the Gold Standard Reserve, which might go 
the way of our sterling securities. For the f"t 
£ 20 or 30 millions, in all of which the War 
Office will have its O~ way, the sterling debt 



3()8 ORGANISED PLUNDERS 

will be increased to this ext~nt .. How the­
claims on surplus officers and gratuities and 
disbandment dan arise is not clear ~hen each 
Financial statehlent has got large allotments. 
from 1919 onwards under these headings. 
When such post-war claims are discovered even 
to-day-pulled out as it were from the sockets 
of their sunken memory--and are heaped on 
India, may we ask what have been India's 
gains as a result of her participation in the 
great war? Some fellow of a Northcliffe­
I use' fellow • in the Pickwickian sense-cl:Illed 
Indians as ungrateful. But who is really 
ungrateful is left for conscientious men to 
adjudge. 

There is again the long-standing dispute 
on the capitation rate. The full details are 
given in the Inchcape Committee report. [1 
o()Dsider this report as nothing but an impeach­
ment as great as Burke's. When I read this. 
report, I thought some items as unlwoidable, 
inevitable. or well-intentioned, and others. 
seemed somewhat of a deliberate fleecing or­
plunder.] The capitation rate which was in 
19(\8 £ 11·8·0 is now at £ 25. This matter­
ia under consideration for the last 4: or 5 years.. 
uel they are apparentl:,' in no hUlTY to settle 
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it. The tragical part of it is, when some 
allowances iire to be gi ven to British officers, or . 
'Some concessioni of meJancharly meanness, 
teiegrams fly across space and tbe Government 
-of India officials shiver 111 their knees till 
they carry out the orders from Home. As for 
the capitation rates, it will take years before 
.decision is reached; another Einsteinian concep­
tion of time. Meanwhile, India must pay 
through the nOS8. Here, it may be asked how 
much the armament makers and motor firms, 
nenl"fitted by this policy in Waziristan. 

The second important fleecing or bleeding 
instrument is Railways. The Currency Report 
'of 1917-18 itself admitted that the surplus 
profits remitted by companies "exceeded the 
average of the past two years by 48 per cent" 
and that was due" to the increased traffic and 
general enhancement of rates." After 1918. 
there have been further increases in fares and 
!fates and now their surplus profits are 100 
per cent or 150 per cent of pre-war profits. 

Surolus profits [in lakhs of RI. 
19J3~I4 66 J9J7~J8 1.49 J92J~22 1,06 
1914.15 1.03 1918-19 1.89 1922-23 69 
1915·16 90 1919·20 2,00 192.3-24 1.11 
'91~11 1.15 1920-21 1.72 
No wonder that q>mpanies like S. I. Ry .• 
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M. S. M. Ry. and others are paying dividends 
from 8 to 12 per cent. The ni.t~8 and fares 
were increassd for general revenue purposes 
and the· companies have no right' for t.hef'e. 
,More objectionable than this, is the permission 
given to private Railway companies to increase 
tbe rates and fares. The result is, Railways 
like Bengal and Nort11 Western, Southern 
Punjab, Barsi Light. and others have increased 
their net earnings by 50 per cent and their 
dividends are ran{,?;ing from 10 to 16 per cent. 
When we examine the contracts, we finn the 
future loss still more frightening. Thesfl Rail­
ways are to be bought at 25 times their­
net earnings, which mean that we will have to, 
pay 200 per Cf>nt to 400 per cent of their capital 
value. Our successive Secretaries of State have­
made such contracts profitable to India! Even 
with the main line companies, Mr. Pberoze 
Sethna pointed out one such contract; that is, 
with the G. I. P. Ry. where the capital is 
assumed to be Ii times the really paid up. 
capital. When it comes to Tanjore Board 
Railway, they want to buy it almost at cost 
price; this is perhaps, because the Tanjore Board 
has been cheated of its due share of net earnings. 
Of all the Rail ways, th~ S. I. Ry. has done the 
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least for the comforts of 3rd class Passengers, 
charges th'e highest fare, and pays large divi ... 
dends. Now when we hear <if reduction of 
fares, it is only for 1st and 2nq, class Passengers 
and reduction in rates perhaps for imports. 

There are only two ways to mef't this drain. 
One is to put into action the admission of 
Col. Waghorn, that the Indian Legislature can" 
nullify all contrarts and that no action can 
lie against anybody. The second i..:;, Avoid 
using raHwa)s as much as possible, A sort of 
systematic abstention from using them except 
for urgf'nt purposps; in other words, a modified 
boycott. Pandlt Motilal Nehru humorously 
remarked wlwn telegrams of protest rained on 
him when he started the Swarajlst movement, 
"why add to the telegraph revenue," May I 
point out that the Congress ppople alono might 
hav~ spent 75 lakhs out of their 1 crore, on Rail­
ways for their tours and committee meetings. 
not to speak of pri va te expenses? 

There is the allied subject of stores in which 
their greed shines in all resplendent glory, It 
is to be wondered whether the petty and huck­
stering spirit shown on this question in England 
has not created enough nausea in this country. 
They raise loans at f\ high interest in England~ 
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spend the money there itself off' bl,lying stores 
at a dear rate. From 1919, Railway a"nd Military 
stores have be~n bought in England on a lavish 
scale. Of the l50 crores of Railway capital 
-expenditure, at least 100 crores may be spent on 
England. East Winterton assured his question­
ers only 3% of the stores purchase go out; even 
for that there is a deep grunt 1\11 over England. 

The Port Trusts and Development Trusts seem 
to exist only to patronise English stores. The 
following is a glaring example, which appeared 
in London papers;-

.. The Government of Bombay Preeidency has 
decided to spend £400,000 annually for fifteen 

year!'! among British manufaoturers, in connec­
tion with the Back Bay Development soheme­

R tota.l of £6,000,000." 
Canadian sleepers and Natal coal are encour~ 

a.ged by some treacherous officialdom. I am 
for Imperial Preference and I would have all 
our goods bought in England if in other rE'Bpect.8 
they don't behave in a mean manner. 

Take this eternal question of Increase of 
Salaries which one is so tired of hearing that it 
hal! become a vexation. Sir William Vincent 

'II-

&88ured us in 1921-~2 that no further revision of 
-sahRiee were under con~mplation and also 
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'furnished a.comparative table showing increa­
'ees of sala~ies after 1914. I read in a paper 
that even for the present rates"of pay of the 
1:0.8., the 'ServicE's in the Oolon~s are looking on 
with hungering eyes. Even the proposed in­
-creases of pay according to the Lee Commission 
we would not grudge, if this so-called efficient 
service had not badly let us down these few 
years. Do they want a reward for producing a 
Hailey, a Cook, a Craddock and a Michael 

'O'Dwyer. Or, take other instances. Sir Louis 
Kershaw whom 8ir Frank Carter called a fellow. 
is said to be against the claim of Indians in 
Kenya. Mr. Chadwick, as Trade Commissioner, 
wrote a report which contained as exhaustive 

. a liet of his duties as that which H. G. Wells' 
Mr. Polly outlined for himself. Compare Mr. 

-Chadwick's report with any of Mr. Ainscough's. 
<One Mr. Leftwich-a name as bad as Peg-gotty 
-was sent to East Africa as Indian Trade Com­
missioner. It was reported he joined the anti­
Indian agitation. Sir Charles Innes who helped 
to smother or kill District Board Railways is now 
the Rail way chief. Mr. Denis Bray, when 
asked why Aden charges have incre~ed from 
-20 lakhs to 70 lakhs, replies, .. this increase" in 
-the natoral order of tfings." Such a Treasury 
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Bench mentality, will they alI'tSw in England?' 
. Besides, when the I.C.S. is ca.lled 'an expert and 

able body 01'" officials, why is it then, they 
always depend Dn England for experts to serve 
on Committees and as special officers, or, are 
they not ashamed at some of their acts? 

Just a passing reference might be made on 
the Proportionate Pensions scheme of retire­
ment. Some cases are not genuine. I heard 
of a case where an English official-whether 
I.o.S" Police, or D.P,W. I don't remember­
applied for retirempnt, only because he fE'lt he 
was suppr'essed by his white superiors. 'Vhen 
an Indian friend of his asked him why he 
retired, that official told the former, 'why man, 
these white niggers have b1ack-balled and black­
marked me and I ha ve absolutely no chanoe of 
rising to the topmost grade. If 1 retire now, I 
get the pension of the higher grade! This is 
stranger than fiction in this land of toiling 
martyr!'!. 

While on Services, I might just say a word 
about Lord Reading whom such a Service as 
painted above, has forced, to lose all individua­
lity. He is a man thoroughly bereft of ideaa. 
ana thel'e is nothing original about his speeches. 
His Liberalism has beCfme choked up. His 
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regime will be noted for interviews and 
and telegrams. I wonder whether the Old" 
Father Jehovah is so busy in"terviewing his 
Angels and Archangels or .sending missiles. 
across spllce as our Viceroy, in granting inter­
views anJ sending telegrams. 1'his thoroughly 
inefficient but haughty LC.S. has managed to 
undo a Libf'ral politician. , 

OnE' could write a whole volume on this sub­
ject and I might do so if I find any encourage­
ment. There. remain innumerable items to be 
explored. A nd Boycott of goods is the only 
remedy; but some our people are ready to 
swallow the camel of repudiation of debt, but 
strain at thE' gnat of Boycott. 

Before concluding, let me com part" England 
with India on an allied matter (i.e.,) gains and 
loss(>s. England has increased her wealth of 
£17,POO mIllions in 1914 to £22,000 millions in 
1919 and now is worth £26,000 millions. How 
much India was and is worth, we do not know 
and they refuse to find out. But what little 
wealth she gained durilJ2' the war, has been 
filched away from her. Of the 17,000 millions 
in 1914, up to £4,000 millions was estimated to 
have been the contribution of India":' Or the 
£4,000 millions incrfase from 1919 to 1924, or 
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English wealth, at least £l;e<lO millions is due 
to India. Still, that black-hearted; venemous 
Sydenham is toaming at the mouth. 

In territorial gains, a paper wrote, 
.. The major share of the loot was secured by 

Britain and Franoe. The British National and 
Imperial loot was in part, as follows, 

National Share. Impenal Share 
G. E Africa 1,028,190 Sq. M. G. S. W. Africa 322.450 Sq M. 
G. W. Africa 323,000 G. New Guinea 33.700 
Mesopotam1& 143.000 G. Samoa 1.00C 
I'alestlne 100,000 Other Islands 1,003 

Their potential value runs into many thousands 
of millions sterling." 

Poor Mr. Gokhale, he fondly hoped that 
'0. E. Africa would come to India as an outlet 
for her teeming millions. Instead, ingratitude 
thy name is-,India is being bundled out of S. 
and E. Africa and of Canada. Poor Bhai 

-Gurdit Singh, as great a hero as Sir Francis 
Drake, is meeting the fate which Sir Francis 
would have undergone if he had been caught 
by Philip, King of Spain-and how really glad 
we are even with Froude that this grand hero 

..eluded all attempts at oapture! 
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