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E.\.ST IXflL\ (INDIAN FINANCE .ACT, 1923). 

No.1. 
WHEREAS I, Rufus Daniel, Earl of Reading, in pursuance of the 

power conferred by subsection (1) of section 67B of the .Government 
of India Act, dill recommend to the Council of State that it should 
paBI the Bill to fix the duty on salt manufactured in, M imported by 
land into, certain part& of British India, to vary the duty leviable on 
certain articles under the Indian Tariff Act, 189-!, to fix maximum 
rates of poBta~e under the Indian Post Office Act, 1898, to amend 
the Indian Paper Currf'ncy Act, 1!J23, and to fix rates of income tax, 
in the form annexed hereto; 

And whereas the Council of State did pass the said Bill in that 
form: · · 

.\ull whereas I did, in pursuance of the same power, reoommend 
to the Legislative AsBt<mbly that it should pass the said Bill iu the 
form in which it was passed by tile Council of State ; 

And whereas the Lpgislative Assembly has failed to pass the said 
Dill in ~hat form ; . 

.Xow, therefore, I, Rufns D.miel, Earl of Reading, iil exercise· of 
the power confHr~:~d by the aai<l subsection, do hereby certify that 
the passage of the said Bill is eesential for the interests of British 
India. 

(Sd.) READING, 

2!lth March 1923. 
Viceroy and Governor-General. 

I. . . 

A BILL 

1'1i fi.r 11111 tlu/ !/ m• snit manufactured in, or imported by land into, 
ct>rtain parts of Britisl• India., to mry the duty leviable on 
rerttlin articlt>s uruler the Indian Tariff Act, 1894, to fix"' 
ma.rimum J'a/.1'11 of postage ttmkr tl~tt Indian Post Office Act; 
1898, to amend the Indian Paper Currency Act, 1928, and to 
fi.r m/1'8 nf income lax. 

WHEBEA!J it is expedient to fix the duty on salt manufactured in, 
or importe•l hy land into, certain parts of British India, to vary the 
duty leviable on certain articles under the lo.dian Ta•iff Act, 18!14, VIII. of 1894, 
to fi ~ maximum ratea of postage under the Indian Post Office Act, VI. of 1898. 
18!)d, to amend the Indi.An Paper Currency Act, 1!123, and to fix x. of 192::1. 
rates of incun~e tax ; It is hereby enacted as follows :-

. . . 1.-(1) This Act mav be called the 
l"hort htlr, extent and dnratJon. I d" F" A t 19~.1 n J.aD 1nance c , -"· 

(2) It extends to the whole of British India, including the 
Hunthal Parganas an•l British Baluchistan. 

(3) Sections 2, 4 and G shall remain in force only up to the 31st 
tlay of llarch 1!12-t. 

2.-{1) The provisions of section i of the Indian Salt Act, 1882, XII. of 1882. 

•·ixatioa of ealt dnty. shall, in so far .as they . ena~le the 
Governor-General m Council to 1m pose 

by rule made nnJer that section a duty on salt manufactul'etl in, or 
impllrteJ into, any part of British India other than Burma and Aden, 
he construe•! as if, witb effect from the first day of March 1923, 
th~y imposed such duty at the rate of two rupees and eight annas 

( ) Wt. -6$46i2320 750 · &.23 (I.O.P.) A 2 



XII. of 1922. 

VIII. of 189!. 

VIII. of 1894. 

VI. of 1898. 

X. of 1923. 

XI. of 1922. 

XI. of 1922. 

per mauncl of eighty-two and two-sevenths pounds avoirdupois of 
salt manufactured in, or imported by lanu into, any such part, and 
such duty shall, for all the purposes of the said Act,.be deemed to 
have bet>n imposed by rule made under that section. 

(2) With effect from the first day of .March 1n3, section 2 of 
the Indian Finance Act, lll22, is hereby repealed. 

3.-(1} In Schednle II. to the ln1li m 'l'ariff Act, 18~H. the 
Amendment of Act VIII. of amendments specifit·cl in the First 

1894. Schedule to this Act shall be made. 
(2) In Schedule III. to the e:ame Act, in item No.3, for the entry 

in the fourth column the entry "5 per cent." shall be substituted. 
(3) The amendments made in the Indian Tariff Act, 18~4, by 

this section shall have effect from the first day of March 19.23. 
4. With effect from tho first day of April 1923, the 8chedule 

Postal rates. 
contained in the Second Schedule to 
this Act shall be inserted in the Indian 

Post Office Act, 1898, as the First Schedule to that Act. 
5. In subflection (7) of section i9 of the Indian Paper Currency 

Act, 192:S, for the fignres "1923" the 
Amendment of Act X. of 1923. figures "1924" shall be substituted. 

6.-(1) Income-tax for thfl year b•·ginning on the first ddy of 

Income tax and super-tax. 
April 19:!3 shall be charged at the 
rates specified in Part I. of the Third 
Schedule. 

(2) The rates <>f snper-tax for the year beginning on the first day 
of April 192:3 shall, fo1· the purposes of secl.ion 55 of the Indian 
Income-Tax Act, 1922, be those specified in Part II. of the Third 
Schedule. 

(3) For the purposes of the Third Schedule, "total income" 
means total income as flelined in clause (15) of section 2 of the 
Indian Income-tax Act, 1~22. 

SCHEDULE I. 
Amendments to be made in Schedule II. to the Indian Tariff 

Act, 189-!. 

[See section 3 (1).] 

1. In Item No. 4, after the words "all sorts" the words "except 
ochres and other pigment ores" shall be added. · 

2. For Item No. 14 the following shall be substituted, namely:
"CINCHONA BARK and the alkaloids extracted therefrom including Qll'ININE." 

3. In Item No. 29, for the words" spirit, which has been renrlered 
. effectually and permanently unfit for human consumption" the 

words" Denatured'Spirit" shall be sub3tituterl. 
4. In Item No. 30, to the entry in the fourth column the words 

''or 15 per cent. ad t'rtlorem, whichever is higher" shall be added. 
5. In Item No. 31, the followiug shall be added to each of the 

entries in the fourth column, namely :-
" cr 15 per cent. ad ~·a,lorem, whi~hever is higher." 

6. In Item No. 34, inlthe second column, the words "nnd 
saccharine produce of all wrts" shall be omitted, 



7. After Item Xo. 3-l the following heading ano.l items shall be 
inaerted, namely :--
.. SA.CCHARISE. 

MA. ~cca.uura (u:oept ill tableia) • Pound !0 

UB. Su('B&Btxa uaun • Ad f'd1on>,.. • liS per oeot. or Rs. l!O 
per pound of !1&0· · 
ehariae contents, 
whichever is 
higher.'' 

&.. In llt>tD No. -13, for the entry in the fourth column, the fol
lowinl shall be substituted, namely :-" 2-1-0 or 15 per cent. nd 
,.,,,,,-rm, whichever is higher." 

9. For item Xo. 31 the following items shall be substituted, 
namely :--
"Ill' IIACHIICitU, D&JDPiy, ncb of the following artil'les aa are not BJif'l'ilied ill any 

1 of the following anmbere, D&JDely, Yoa. 15, 16, 53, M, 5:>, 87, 90-', 96, 103, 
Ill and 1:.'7 :-

(I) prime mo'1'81'11, boilers, loromotive engint>e and tenders for the same, 
purtable engint>e (including power-drin-n I'Oild rollers, 6.re engines and 
tral'Wrll), and othPr machinea in which the prime-mover is not 
ll'parable from the operative parte 1 

(l!) ma ... binN and aeta of machioee to be workt'<l by electrit', steam, water, 
lire or other power, not being manual or animal labour, or which b.>fore 
beinl!' brou~rht into ase require to be fi~ with referenoo to other 
moving parte ; 

(3) apparatua and appliaoooa, not to be operated by manual or animal 
labour, w bit'h are designed for use in aa illdllStrial system aa parts 
inditpewoable for ita operation and hant beea given for that purpose 
oome apecial shape or quality \\'hich would not be essential for their 
noe for any otbf'r purpoae 1 -

(f) l'Ontrol gear, ... If-acting or otherwise, and transmission-gear designed 
for - with any machinf'ry above speeilied, iut'ln<ling belting of all 
matf'riala and driving chains, but not dri• ing ropes; 

(II) bare hard-drawn ~lytic ClOpper wil'f'S and e>~bles and othl'r 
f'lectrical wirH and cables, inaulated or not ; and polt>s, troughs, 
C'O'Iduita and ioaulatore deeiguf'd aa psrta of a tranamiiiSion toyslf'm, 
aud the fittiogw thereof. 

Xut ... -Tite &..rm "indu•trial Pyatf'm., uSf'd in subclause (3) means an 
installation <INiguPd to be f'mployed directly in the performanoo of any 
~ or ... ri.,. of proof'aaea oeceesary for the manufact11l'f', production or 
e:rtr&C."tion of any commodity. 

lilA ColiPOSIIST PARTS OP X.u:ntslt&Y, aa defined in No. <-I, naml'ly, snch parts 
only aa are -ntial for the working of tba machine or apparatns, and have 
t-n ginon for that purpoae 10me special shape or qnnlity which would not 
be -ntialfor thf'ir uae for any other pnrpoee: 

1

1 Providf'd that articlea whit'h do not Mtisfy this condition shall al110 he lleemf'd 
to be rotnpotlf'D& parte of the machine to whil"h thf'y belong if they are 
81111Mltial to ite nJ"!'P&tion, and are impol'ted with it in mch quantities as may 
appear to the Coll..nor of Cootoma to be -nabko.'' 

10. Item Xo. 52 anti the heading thereto shall be omittetl. 
11. Item No. 56 shall be omitted. 
12. For Item No. 61 the following shall be substituted, namely :7 

"Ill laox 011 STBitJ.. •~bon and oabiN.' 
boll 011 Snu, ..... ms, joista, pillan, girdt'n and othf'r structural shapes. 

whethf'r fabricated or Dot,..,,....,. pilf'B, bridge work and other deamiptiona of 
iron or elft!J not ordinarily nwd for other than building purposes; inclnding 
ri~nlf, lfDtlrring, llooshing and rontinuona roofing:; aloo indnding l'>:panded 
mf'tal &r~d other dt'8Criptiooa of iron or steel deail!'ned for use in the 
reinforcing ol conCI'f'ta; bat not ioclnding builden• han.! ware, that ia to say, 
llftl-. lttm'B, n>ntilacon, donr and window tlrtillga and tba like. (SH 
~ .. 90.) 

AS 



"61 Iaoll oa Snli!L holts and nuts, inelmling honk-holts and nnh for ronfln~. 
-cont. IRoN OR STEEL hoops and strips. 

boN OR SuEL na•ls, rivets and wn•hers, all sm·ts. . 
IRoN OR STEF.L pip~s and tubes am\ fittinga therefor, that is to say, bend•, 

boot•, P]bows, tees, socket•, flanges, pings, valves, cocks and the like. 
lao11 oa STEEL rails, chairs, Aleepers, benrin~ and tish-pl.•tlls, spikes (com· 

monly knnwn as dog-spikes), switches an<t cro••ing.•, other than thoae 
described in No. 63, also lever-boxes, clips and tie-bars. 

IRoN OR SuEL sheets and plates, all sort•, wh£>th£>r fabricated or not, 
inclnding discs and circles. 

IRON OR STEEL wire, including fencing-wire, piano-wire aml wirf'-rope, hnt 
excluding wire netting. (See No. 97.)" 

· 1a. In Item No. 63, the words "engines, tenders" shall be 
omitted and for the second proviso the following proviso shall be 
sabstituted, namely:-

. "Provided also that nothing shall be deemed to be dutiable hereunder which 
is dutiable nnde1· No. 51 or No. 51A." 

· 14. After ltt'm No. 63 the following item shall be inserted, 
namely:-
• '63A CoMPONENT PARTS oF RAILWAY liiATII:RIALs, a3 defined in No. 63, namely, 

snch parts only as are essential for thto working of railways and have been 
given for that purpose some special shape or quality which would not be 
essential for their use for any other purpose : 

Provided that articles which do not satisfy this condition shall also bll deemed 
to be component parts nf the railway material to which they belong, if they 
are essential to its operation and are imported with it in such qnantities n• 
may appear to the Collector of Customs to be reasonable." 

· 15. To Item No. 64: the following provi£o shall be adde1l, 
namely:-

'

"Provided that articles of machinery as defined in No. 51 or No. 51 A shall, 
when separately imported, not be deemecl to be included hereunder." 

16. For Item No. 87 and the heading .thereto thP. following shall 
be substituted, namely :-

CONYEYANCE3. 

"8i CoNVEYANCES, including tramcars, motor-omnibuses, motor-lorries, motor-vans, 
passenger lifts, carriages, carts, jinrikshas, bath-chairs, p£>rambulators, trucks, 
wheel-barrows, bicycles, tricycles and all other sorts of conveyances not 
otherwise specified, and component parts and accessories thereof, except such, 
parts a.nd access~ries of the motor vehicles above-mentioned as are also 
adapted for use as parts or accessories of motor-cars, motor cycles or motor 
scooters. (See No. 127.)" 

17. After Item No. 90 the following item shall be inserted, 
namely:-
" 90A ELECTRICAL CONTROL GEAR . AND TRANSMISSION GEAR, namely, switches, 

fuses and current-breaking devices cf all sorts and descriptions, designed 
for use in circuits of less than 10 amperes and at a pressure not exceeding 
250 volts, and regulators for use with motors designed to consume less_ than 
187 watts; bare or insulatecl copper wires and cableg, any one core of which 
bas a sectional area of less than one-eightieth part of a square inch, and 
wires and cables of other metals of not more than equivalent conductivity; 
and line insulators, including also cleats, connectors, leading-in tubes and 
the like, of types and sizes such as are ordinarily used in connection with 
the transmission of power for other than industrial purposes, and the 
fittings thereof." 

18. To Item No. %the following shall be added, namely:-

1

" and au·y· machines (except sncb as are designed to be used £>xclnsively in indus
trial proc ·~ses) which require for their operation less than one qnarter of 
one b.:\ .. e-horse-power." 

19. In Item No. 103, after the worJ ''tiles" the words" firebricks 
not being component parts of any article inch1ded in No. 51 or 



1 

Xo. 63" shall be inserted, and after the word "specified" the words 
"including bitumen and other insulating materials" shall be added. 

20. In Item No. 127, the words'' bicycleot and tricycles" and the 
word& •• or of bicyclet1 or tricycies" shall be omitted. 

21. 'fo Item No. 130, the words "and parts thereof" shall be 
added. · 

. 22. In Item No. 139, the word" and" shall be inserted after the 
word "cycles," aml the words "bicycles antl tricycles" shall be 
omitted. 

SCHEDULE II. 
8chednle to be inserted hi the Indian Post Office Act, 1898. 

(See section 4.) 
"'l'HE FIRST SCHEDULE. 

INLAND PosTAGE RATES. 

(See section 7.) . 
Letter1. 

For a weight not exceeding two and a half tolas • One anna. 
}'or every two and a half tolas, or fraction thereof, exceedinll' 

two and a half tolaa • One anna. 

Postcard•. 
Single • 
R"ply • 

• Half an anna. 
• One anna. 

Book, Pattern and Sample Pa.ckets. 

For every five tolna or fmction thereof Half an anna. 

Registered Newspapers. 

For a weight not exceeding eight tolaa Quarter of ~n a non. 
For a weight exceeding eight tolae and not exceeding twenty 

tolaa • Ha If an annn. 
For every twenty tolaa, or fmction thereof, exc~eding twenty 

tolaa • • • • · • • • • Half an anna. 

Parcels. 
For a wei~rbt not exceeding twenty tolas Two annae. 
For a weight exceeding twenty tolaa and not exceeding forty 

tolae • • • • • • • • Four a.nnas. 
For every forty tolaa, or fra.ction thereof, exoeeding forty 

tolaa • • Four annns. 

RCHEDULE III. 
(See section 6.) 

PA;RT I. 
Rates of Income-tax. 

A. In the caoe of every individoa.l, every.nnregistered firm 
and every undivided Hindu fa.mily-

(1) When the total income ialesa thRn Re. 2,000 
(2) When the total income ia !is. 2,000 or npwa.rds, bot is 

leea than Re. 6,000. 
(3) Whe'l the total income ia RL 5,000 or npwardR, bot is 

)N8 than RL 10,000. 

Rete. 

Nil •. 
Five pies in the 

rupee. 
Six pies in the 

rupee, 



Wlu•u the total income is Rs. 10,000 or upward•, bnt is 
less than Rs. 20,000. 

When the total income is Rs. 20,000 or upwards, but is 
less than Rs. 30,000. 

ltnlt•. 

Xine pieR in the 
rupee. 

One amia in the 
rupee. 

(4) 

(5) 

(6) 

(7) 

When the total income is Rs. 30,000 or upwards, but is 
less than Rs. 40,000. 

One anna and three 
piee in the rupee. 

• One anna and six 
pies in the rupee. 

When the totn.I income is Rs. 40,000 or upwards 

B. In the case of every company and f'VPry registPI"t'd firm, 
whntever its total ini.'Ome. 

PART II. 
Rates of SupPr-lrt.r. 

In respect of the excess over fifty thousand rupees of total 
income:-

(1) In the case of evt.>ry company 

(2) (a.) In the case of evt.>ry Hindu undivided family-
(i) In respect of the first twenty-five thousand rupees 

of the excess. 
(ii) For every rupee of thl.' next twrnty-five thousan<l 

rupt.>es of such excPss. 
(b) In the case of every individual and every unregistered 

firm, for every rupee of the first fifty thousand 
rupees of such Pxcess. 

(c) Tn the cMe of e\·cry individual, rvPry nnrPgi~trJ•ed 
linn nnd _e\'Pry Hindu undivided fnmily-
- (if For every rupee of the Aecond fifty thmmmd 

rupees of such excess. 

' - (ii) 

(iii) 

(h·) 

(v) 

(vi) 

(vii) 

(viii) 

(ix) 

For every rupee of the nf'Xt fifty thonsanrl 
rnpees of such excess. 

For every rupee of the next fifty thousand 
rnpees of such Pxcess. 

For every 1'11pee of the nl.'xt fifty thousand 
rupees of such excess. 
For every rnpee of the lli.'Xt fifty thous11n<l 
rnpees of such excess. 

For e\·ery rupee of the ni.'Xt fifty thon•anrl 
rupees of snob excess. 

fifty- thon•nnd For every rupee of the nPXt 
rnpees of such excess. 

For every rnpee of the next fifty thou•anrl 
rupees of such excess. 
For every rupee of the next fifty tl10usand 
rupees of such excess. 

(x) For every rupee of the remainder of the 
E"X<"e~~. 

One anna nnd six 
piPs in the Mlpce. 

One anna in the 
rnpef'. 

Nil. 

One anna in thr 
1·npee. 

One 11nnn in the 
MlpN•. 

One llllfl a half 
annas in the 
rupee. 

Two annas in the 
rupee. 

Two and a half 
anna• in the 
rupeP. 

Three annas in the 
rupee. 

Three and a hnlf 
annns in the 
rupee. 

Four annas in tho 
M1peP. 

luilf Fonr and. a 
annaa in the 
rupee. 

Five IIDnSIS in the 
rupee. 

Fh·e and a half 
ann as in the 
rupee. 

!'-lix annas in the 
rnper. 

(Sd.) READING, 
Viceroy and Govt'rnor-General. 

- The 20th March 1923. 

This Act baA been macla by me as Governor-General under the 
provisions of section 67B of the Gov.·rnment of India Act. 

(S•l.) RE.-\DI~G. 
Viceroy and Governor-General. 

The 29Lh :\larch 1023. 
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No.2. 
WHEREAS I, Rufus Daniel, Earl o( Reading, am of opinion that 

a state of emergency exiastB which justifies a direction by me that 
the Act to fix the duty on salt manufactured in, or importt:!d by land 
into, certain parts of British India, to vary the duty leviable on 
certain articles unaer the Indian Tariff Act, Ui94, to fix maximum 
rates of p•o&tage undt:!r the ludian Post Office Act, limit to amen<l 
the Indian P .. per Currency Act, 1923, and to fix rates of income tax, 
being an .\ct made by me under the provisions of section G7B of the 
Government of India Act, shall come into operation forthwith ; 

Now, therefore, in ext>rcise of the power conferred by the proviso 
to suiJsection (2) of that section, I do hereby direct accordiugly. 

(Sd.) READING, 
Viceroy and Governor-General. 

29th March 1923. 

No.3. 
DF.SP.-\TCH FROM 'l'HE GOVERNOR-GENERAL TO THE RIGHT 

HO:S. VISCOUNT PEEL, HIS MAJESTY'S SECRETARY OF 
STATE FOR IN ·liA, No. 50, DATED 4TH APRIL 1923. 

The Indian F-inance Act, 1923. 
I have the hononr to furward herewith an authentic: copy of the 

Act nott-d above which has been made by me in accordance with 
the provisions of clause (n) of subsection (1) of section 67B of the 
Government of India Act. The Bill was originally introduced in 
the Legislative .Assembly and fixed the dnty on salt at two rupees 
and l'ight annas per maund. In the Assembly an amendment ..was 
carried against Government reducing the rate to one rupee and four 
annas, the rate in force at the time of the introduction of the Bill. 
On the Bill being lnid before the Council of State, I made a re
commendation to that Chamber that it should make certain 
amt-ndments in the Bill with a view to restore the duty to the 
fi!lur" of two rupees and eight annas. These amendments were 
moved accor<lin11lY and carri11d. I then recommended to the 
Legislative Assembly that it should pass the Bill in the form in 
which it had been passed by the Council of State. '£he Assembly, 
by cleclining to concur in the amendments made by the Council of 
State, failed to pa11s the Bill in the form recommended by me. I 
thereupon certified that the passage of the Bill was essential for the 
intereKtll of British India, ar:rl placed my Rignature on the Bill, which 

, thereby became an Act. In view of the manifest necessity of 
putting thio1 Act into operation forthwith, I have made the proper 
direction umler the proviso to subsection l2) of section 67B of the 
Government of India Act. 

2. Having reg-ard to the constitutional issues involved, I have 
thought it advi8able to set forth in some detail the circumstances
which, in my opinion, made it incumbent on me to take the 
necessary steps to pass the measure into law. 

3. The financial po~ition of India in the last few yfars has been 
the subject of correspondence with Your Lordship as well as with 
Your Lnrd~<hi p's pr .. decessor in connection with the Annual Budgets 
and the salient features of the position are well known. Ever l'ince 
I came to India ancl learnt the financial conditions, I have been 
deeply imprersed by the imperative nPcessity of placing them on a 
sonnd basi!!, and hav11 kept this object continually in view. The 



first Budget after my arrival was that of l922-2:t I then learnt· that 
there had been cumulative deficits in the four preceding years 
totalling 9J crores. Increa:~es of taxation estim~tted to yield over 
17 crores haLl been imposed by my pre<iecessor's Government in 
order to balance the Budget fvr 1921-22. Further additions to 
taxation an1l increa.sed railway an l postal rates e<~timated to bring in 
19t crores of additional revenue were introduced by my Government 
in connection with the 13ndget for 1!1:!2-.2:1. It will be remembEired 
that at that time my Government also proposEid to double the salt 
duty. The Legit;lative Assembly rejected this proposal; their 
decision was ar'ceptt>d and I did not certify the necessary legislation. 
Without dwelling in detail on the reasons for not certifying the salt 
duty bst yea.r, it will sutlice to mmtion that my Government were 
deeply iml'ressed with the need urged by the Legislature for 
retrenchment in both military and civil expenditure as a necessary 
step prec>edent to any taxation of this naturE~, and further that food 
prices generally were then high and prices of wheat exceptionally 
high. A deficit amounting to fl! crores was left uncovered in the 
Budget fl>r 1922-23, and as there was no reason to belit've that tbis 
figure exceeded the possibilities in the direction of retrenchment, it 
was obyiously inadvisable to press for the extra llnty on salt nntil 
measures of retrenchment had been fully explored. 

· 4. As Your Lordship is aware, my Government lost no time in 
appointing a Retrenchment Committee presided over by the Right 
Honourable Lortl InchcapA, and that Committee has. pro>sented an 
admirable H.eporc recommentling retrenchment aggre~.1ting 19i crores 
in the civil and military expenditure of the CentrJl G"vernment. 
My Government lost no time again in incorporating the effect of 
these retrenchments in the Budget for 1923-2!, an1l with the co
operation of His Majesty's Governml-lnt we found it pos:3ible to take 
creJit in that Bndget for retrenchments aggregating 13! crores out 
of the 19! crores recommended by th~ P.etrenchment Committee, 
the difference reprdsenting, in the m:1in, allowances which have to 
be made for delay:~ in introducing particular schemes of retrench
ment and es3ential terminal charges. On the civil side we expect to 
be able to effect. retrenchments amounting to 7! crores against 
9! crores recommended by the Committee, while on the military 
side we take creclit fot· a saving of 5~ crores against the 10 crores 
recommended, whicp ditl nl}t allow for the irievitablt., tlelay in 
introduction and effect of Rome measures of rt-h·enchrnent or for 
terminal charges. In the considered opinion of my Government, 
the fullest drect has been given in the present Budg-et to all re
treuchments in expenditnre which could be made operatiYe in tbe 
ensoin"' financial year. .Nevertheless we were faced with a deficit 
which o wben the Budget was presented to the Legislature, amounted 
to 4! c~ores and has since Leen reduced to 3~ crores. I am convinced 
that the position cannot be ameliorated by any revision of our 
estimates of revenue on the present ba:>is of taxation or by further 
reductions in expenditut·e. 

5. My Government hehl that in view of the past accumulated 
deficit;; 1t was essential in the interests of India to balaace the 
Bllll<>'et for El23-24. It had every reason to look for the 5upport of 
the public and the Legi:~lature in this view. E\·er since my at-rival 
in thi::~ country the L<~gislatnre, alf sectionR of tho press aml puhlic 
men in deput"ations, arldresses, alll.l speeches, ha ,.e insistently urged 
on ~e the vital necessity of ser.nring- financial equilibrium. In 
addition, reprPsentationil had persistently been made that the 
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Government of India should balance its Budget in orJet· that it 
wij!ht bf,gin to remit the contributions of ~I} crores from the 
proviu<:ial Govet·nmenw to the Go\"ernment of India, a matter vitally 
important to the progress of tbo~e departmentt! \\hich have, under 
the Rllforms Scheme, been committed to the charge of Ministers. 
One of the firet effects uf an unbahnced budget must be to stiflA any 
tlt!n.lupruent in the ptovio;iuu of all those beneficent uctiviti~s such 
all EJncation, Public IIt'alth and lmlnstry, which should be the fin;t 
ft·uit of tht! refonn&. 

li. The rebabilit.Lliun lJ{ India's credit by presenting a balanced 
Budget was not a measure which could be delayed. '!'he need for 
large capital funds for material development obliges the Indian 
Government to enter the money market fur considerable sums both 
in England and India; it would be in the highest degree unfortunate 
if it bad been obliged to present a deficit for the sixth year in 
11ftcces11ion, and when the circuml!tances no l11nger permitted a hope 
that the delicit was purely temporary or was one which would yield 
to a determined effort at retrenchment. Reductions have been made 
in military charges which seemed incredible tL y.ear ago. My 
Gon•rnment have stated that in making these re•luctions we are 
taking military risks, but we feel that we are justified by the 
financial stringency. His Maiesty's Government have agreed in 
principle to the rE-ductions. In the civil departments .similar 
retrenchments of a far-reaching charactm· have been accepted, If 
after making these efforts we still had to present a tle.ficit, there 
was every poS&ibility that the fact would react on oru position as a 
borrower. Our hopt>s for a gradual red.uction in our intet·est charges 
"·oul•l be frustrated with r~sults tlamaging not only to India's 
progress as a country, but to every industrilll and trading interest1n 
the lanll. The pro\"inces have now their own cowmitments for 
capital npenllitore;, on their material tlevel(lpmcnt. Their interests 
would suffer even more sevt>rely than those oi the Central Govern
ment iu proportion as their resuurces are more limited: 

i. The most careful and anxious consideration was given ·bJ the 
pol!llibility of finding an alternative to the salt tax a11 a means of 
raising the additional revenue necessary to attain t>quilibrium. No 
alternative prest>nted itself to my Government, nor indeed, when 
the matter came to be discussed, to the Legislature. The Teason is. 
oLvious. Those engaged in trade and industry have had laid upon 
them heavy increases in taxation during recent years. Postal and 
railway rates have been enhanced. The burden thus placed on 
commerce autl industry 'lll'ill re•1uire time for adjustment, and 
further taxation in these directions would have failed to provide the 
sum required. I hal"e myself given most careful consideration to 
the objections which appear to exillt against the enhancement of the 
118lt tax whetbet· on economic gronnds or those of sentiment. The 
tax is said t? have historic unpopularity; but it existed before. 
British rule. In the pt>riod from 18li1-H it stood in Northem India 
ut Hto, 3. In 1X78 the rate was Es. 2. 12. From 187~1-81, antl again 
fruna 11\8~1902, it stootl at lb. 2. 8, antl since 19Hi it bas been at 
Ht>. 1. 4. The ohjection is thus nut tu the tax itself but to its present 
4'1lhancement. Every incrt>ase in the I"J.te of a tax is unpopular; 
yet it must be remembered that it has bet>n collected in the ordinary 
way at the enhanced rate throughout British India since the 
lbt March of this year. The economic arguments against the tax 
appear to t~tand on shadowy foundations. Perhaps never in the 
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recent histot·y of Inuia has ther·e been a year in which snch .t'iJbauce
ment will press mor·e lightly ori the poor. Wages are still on a 
favourable basis; but prices of foolstutfs have markedly fallen and 
with the abundant promise of a rich harvest around us may be 
expected to decrease still further. Even a slight fall in the pt·ice of 
fooustufl's is of great importance to the poor family. The mill 
labourer is shown to spend approximately 56 per ct.nt. of his income 
on food, and of this amount salt represents only two-fil ths of 1 per 
cent. The increass in salt tax must have an infinitesimal effect at a 
period such as this; prices of food grains fell by 20 per cent. 
between October 1921 and December 1922 ; between January 1922 
and 192;3 r!ltail prices o( wheat fell by 100 per cent. in important 
centres of Northern India. 

8. These considerations were duly laid before the Legislative 
Assembly. That body had from the first admitted in principle the 
paramount necessity of balancing the Budget. Many of the 
members had emphasised the need of regaining l=lquilibriom as a 
necessary preliminary to fulfilling our obligations in regaru to the 
gradual reduction of" provincial contributions; and it is indeed 
obvious that no step in this direction can be taken so long as the 
finances of the Central Government are in deficit. The Assembly 
was unable to agree on the adoption of any alternative form of 
taxation which would secure the amount required. Nevertheless, 
it rejected the proposal for an enhancement of the salt tax. It was 
in theFe circumstances that it became my duty to certify the measure. 
Finally, I wish to remind Your Lordship that my action merely 
imposes an enhancement of the tax until 31st March 192!, when the 
matter must again come before the LegislaLUre. It will then have 
had a year's experience of the operation of the tax, and it will be in 
a position to determine whether, in view of the condition of the 
country, and having ~egard to our obligations to the provinces, it 
will vote for its retention. 

· 9. In accordance with the instructions contained in your 
predecessor's Despatch No. 61, daled the 21st December 186:), a 
copy of the papers relating to the Act mentioned in the accompanying 
is enclo:o;ed. 

I have, &c., . 
HEADING. 

No.4. 
Prom ffl,, SPt'l'elrii'!J of ,'-,'tale jin· Jndirt to /he fiot'IJ/'1/IJJ'-Ueneral, 

dated 16th Jllay 1923. 

(Telegraphic). 

-
I have received Your Excellency's Despatch, No. 50, dateu 

Jth April 1923. and authentic copy of the Indian Finance Act, 1923, 
which has receive!! your· assent and has been urought into opemtion 
forthwith under your direction. I dei!ire to assure you that the 
provisions of the Act and your action in respect of it have my full 
approval. I am taking steps to lay the Act before both Houses of 
Parliament in pursuance of section t:i7B of lhe Government of India 
Act. 


