
·MEMORANDUM ON THE RATIO. 
-:--:.o:-

On the occasion of the g~ne~al deb~~~ ·o.n the' Budget Egti-· 
mates . of. next ye~r, . we think it necessary, for the corr~ct. 
appreciation of our ~nances, and of their bearirill on th& 
country in Reneral and the taxpayer in particular, tb&t th& 
following voints should be brought to 'the 'notice of me~b~rs of 
the Assam bly :-:- · ' 

2. The Hon'ble the Finance Member h&s stated · in his bud·. 
get speech that for tha fourth year. in suooession up t) 1S26-7'­
the finances of the country had shown a realised surplus. Whilst 
the only important tax remitted has been the abolition of the 
cotton Excise Dnty, and the . remission of provin. 
cial contributions bas been only partially carried out 
and whilst there bas been a substantial fall in world prioes 
these surpluses were' inevitable. . As a . matter· of faof 
they were considerably larger than shown in each of these four 
years, but were' diverted from their legitimate function of 
remission- of taxation. to the reduction of debt. Our annual 
provision for debt redemption . has been relatively on a larger 
scale than that adopted in any other country w~ know; In 
England against a total outstanding debt of £7,700 millions 
the amount provided for debt redemptior1 is 'only £ 5<Y 
millions a year. This work3 out to less than two­
thirds of one per oent, although the major part of' 
England's debt is unproduotiva. I a O)ntrast. with this, our 
provision of Rs. 5 crores, which is equivalent to 2~ per mint, 
or four times the provision that England makes, on an 
unproductive debt of Rs. 202 crores as on the 31st Maroh 1927, 
is clearly excessive. Besides this, adventitious · recei pta in' any 
year, have also been taken to the redemption of debt account,' 
The amount of these windfalls has appro'l:imately been Ri, 6: 
crores in these four years. In this manner the 
carried to debt redemption out Of revenue has 
substantial sum of Rs. 23! orores in four years. 

total amount 
reaohad the. 

3. Apart from this, there has been during the years 1923·1 to 
1926-7 a growing burden on the country on aooount of 
the concealed taxation as revealed in the statement whioh w& 
attaoh herewith. The rupee figures of expenditure for next year· 
show a reduction of Rs. 9 orores, over the figures of 1923-4 but this• 
woulc! not be a correct picture of the aotual situation. In th&· 

.statement referred to, the Rupee is converted into gold at the­
rate of exchange ruling on 1st March every year as given in an· 
oftioial memorandum submitted by the Government of India in 
the Finance Department to the Royal Commission on Cnrrenoy. 
and Finance, for each year. It will be seen from a. 
comparison between the rupee figures and the gold 
value of the same that whilst the expenditure budgetted for 
1927-8 in terms of rupees shows a decline of Rg, 9 orores as com-

ared with the figure for 1923-4, the same. when converted into 
:old, turns out to be an inc1•ease of £6~ millions,. For t~e whole 

eriod of five years, the total extra expenditure 1n terms 
P f gold would be as larlle as £16 millions. The obvious 
~nference to be drawn from this is that, under the guise of an 
apparent dec1·ea8e in. expenditure i_n .terms of rupees, there has 
l:eell gci 11 g on, OWIDI!' to aprrecJat!On of the value of the 



..-apee, a real ancl u.rowing . bu!c?l!_n . on the taxp~yer of thi~ 
-oou!l_try, which will amJaat. to·£ 16 millions gold 1n the oJnr3e 

of five years. 
4 It is oJntended .by GJv~rnment th~t .if wa revert 

' 4d the b·arden · of ,the ste~lin~r debt of India tol& . 20 
will be increased by Rg. 06 orores. The table aUaohed to para . . 

.
0

f the Fia'a~oe Member's speech referB to tnis. This is misleading 
·because the sterling debt has to be paid in I!'Old, whatever the 
:r~ti~. and will represent ·the same amount of Jndian .(!'oods and 

11~rvioes. Tile number of rupees required for.this purpose is not 

a relevant factor at all. 
OJ. the ~ther hand, wa wish to. point oat -tlut at b. 61. the 

!burden on the ta.xp~yar of the rupee debt of the Government of 
India, wiil b~ increased in term3 of gold, or g;JJds and servhes. 

"The total R1pe~ D1bt 0:1. 3l!t lluoh 1927 i3 give1 at Ri. 523 
-c~ores. Tais, in terms of g"ld at the pre-war· ratio of 7"53 grains 
-of gold to the rap33 w.>~ld b3 equl tJ ( R1. 523 or:>re3 x 7 53 
grains of gold) 3938'19 crores of grains of gold. If the Rupee is 

,stabilised ~t l!. 61. this debt would .be equl to iR!. 523 crores 
x 8'47 grains of gold) 4429.81 orores of ~trains of guld, a 
difference of 4!U.62 orores of .,grains of gold, eqaivalent to 
-4'3 orores ~f sovereigns, this being the increase in the rupee debt 
of tbe Government . of India in. tenus of gold. A oorresp.>nd­
.ing annual increase iu the borden of interest in terms of ~told 
has thus been impose3 on the taxpayer and will continue with 
ls 6d until the loans are repaid. These facts by ~hemselves farnisn 
.an irrefutable argument against the appreciation of the value 
·of the rupee. 

5. Farther, we view with very grave apprehension the 
.question of the m~intaiuability of the 1s. 6d ratio. Since 
1,-st April last this hag bean mamtained only at the expense 
of India's Gold resources in the Paper C.arreaoy Reserve 
to the extent of £23 million•. Besides the oorresi.Jondinll' defla­
tion or Currency a.g~inst tni~ depletion in India's Gold res0uroes 
Rs. 7! crores were deJhted a!!'ainst r .. duotion in rupee securities 
·in the Paper Currency R3serve. Daring the last few weeks 
-the Government of India found it neoessary to refuse the issue of 
·emergency currency, and compelled tne raising of the Bank Rate 
to 7 per cent. as II further eflort to maintain . the 18J, ratio. in­
spite of all this, the Exohanl!'e rate continues to rule ander Is. 6d. 
-and quotations for two months ahead have been very close to 
Is. 5id., the lower gold point of Is. 6d, Unless some­
thin II' very unforeseen should happen, we fail to see how the Gov­

-ernment of India can maintain ls. 6d. ratio without further dissipa· 
,tion of India's II'Old resources. The balance or Gold resouroes 
Jeft is limited, and we are anxious that they should not be further 
,risked. Any sale of silver onder present conditions being oat of 
-the question, we apprehend that Government may be driven to t.he 
·expedient of borrowinll' in London to maintain Is. 6d. We are ver:v 
strongly oprosed to the policy that may drive the Government to 
such a course. This danger is avoidable and mast be avoided. 

6. The.e are amongst the many reasons which necessitate 
oar opposition to the continuation of the Is. 6d. rate any further. 
We have carefully perused the Honourable ,Mr. A, F. L 
.Brayne's statement of the effect on the financial position of the 



'~ 
G<;~vern111en_t ?f I~Jdia. of _an altera,tion in the ex~bange vain& 
o_f ;be rupee fr?lll h. 6~. ~ ls. 4~. ,llold,,a~ we}l as 'Mr:·Pa•son'ir 
lll~l ar ,n~~e on .the ~ali way B!ldge~. We at.taoh -herewith ~ 
no~e ~peo\ally _IHeP~r~d ',Vit~ refereno~ io t~e said statements 
anp Wl~h On~_:v t? obst!rVe -~1!,1!-t the 'assumptions made in 'the official 
NoteP, .and ~~e oouolusions drawn t'herefrom,' are . unwarranted 
w~ reo~~nis,e th,at to p~rt~in r~~?otion lllay ooour fn ;th_e surplu;. 
Qf ;R.i. 3 JO -~ror,es _es.t.1matl\d .111 paragraph 36· of· the· Finance 
M,ember'a speech. We are of the · opini'on th~t ' the ·various' 
reiDissious of taxation and Provincial contribntic~s indicated in 
the Finance Mem.per's speech should all· sta~d, if approved of 
by ,t~e. Assembly. ;rh,e ()nl,Y o~,an.ge we propose is that·~~ specific 
prOV!~ICD for debt redemption should be made iri the 
next year~s ~UdiZet ~t this stage. This will make the 
amo!lnt ot R,s. 5.2 crores available to meet snob reduction in 
rev~!lue _as m.f1oY r_es!ilt frtl!fl the r~version to h. 4d. · Although we 
do not apprehend _r_eduotion in revenue to be anything like 
Rs. 5.2 orore~. we coiuiider that this figure . shouid be. more 
than ample for any defi.oienoy in the revenue due,~o t,he qhange in 
the ratio. When the actual figures are known, th.e realised sn.rplus 
may be carried to debt redemption.· We consider that the remis­
eion of the Provincial contributions has been ~11!luly d,elayed by _ .. 
the Government of India till now, owing to their !JVer-oautions 
policy regarding redemption of debt-, as stated above in para­
graph 2. 

7. It has been contended that the reversion to Is. 4d. will 
affect Provinoii!.l Budgets to their detriment. In this connection, 
we would point out that Provincial <iovernmen ts in india have 
generallv L!Lnd Revenue as their most important source of 
revenue ; and with stabilisation at 19. 6J. a reduction in land 
revenue to the extent of 12\ per cant. will have to be made. The 
i!quity of such a reduction has been pointed out hy a correspondent 
in the "Financial News'' of London and cannot be challenged. As 
such a reduction will automatically bring down the receipts from 
]and revenue of Provincial Governments by 12\ per cent., the 
det~iment to the finances of Provincial Governments will be more 

under ls. 6d. than under ls. 4d. 
s. This ie the first time that the Indian Legislature 

with 8 non-official majotity, has been called upon to decide 
Qne of the most momentous questions afteJting the Currency of 
the conntry, a question on the oorreotsolution ol which. the welfare 

d prosperity of the masses ol India depend. We are very 
an d I • 
anxious that the real issue should not be obscure by any p ausl-
bl considerations or exaggerated apprehensions of tdisturbanoe 
to etbe finances of the country and to its eoonomio fa brio, by the 

return to ls. 4d. 
9. Fifty years back the Government of India proposed as_ at 

t t appreciB.te the value of the rupee. On a reference heiDI!' 
l)resen o d · · h 
made to the Lords; of the Treasury, they condemne Jt 111 t e 

following terms :-

"It appe11.rs to my Lords that the Government of India io 
making the prelent propos11.ls lay themselve~ ophen tod the ?atm~ 

· · · re made upon Governments wh10h ave epre01a eu crltloJsms as a . . 
h 

· ·es Tn ". eneral the object of euoh Governments 18 t e1r ourren01 · • .. • 



to diminish the amount they ha:ve to pay to . their oreditore. . In 
the present case, the object of the Indian Government appears to­
be to increase the amount they -have tt) receive from their tax­
payers. .My Lords.fail to sea any real difference in the charac­
ter of the two. transactions,., , , , , The plan is open to the, 
objection that it alters every contract and every fixed. pa:v.~ 
ment in tndia,, , , • , It may relieve the Indian Gov.ernment. 
(also relieve) Civil servants and the Englishmen ·who are 
serving or working in. India and who desire to remit money 
to England, and Englishmen who have money placed or inves­
ted in India which they wish to remit to England. But this 
relief will be ~t the expense of the Indian taxpayer, and with 
the efte~t of increasing every debt or fixed payment in India 
including • debts due by ryots. to moneylenders ; while its effect. 
will be materially qualified, so far as the Government are con­
cerned, by the enhancement of the public obligations in India 
which have been contracted on a silver .basis." 

· 10, We cannot do better than close this statement by 
quoting the views of two distinguished Indians, both past 
Presidents of the Indian National Congress. Mr. Romesh 
Chandra Dutt whose authority on Indian economic questions is 
unchallengeable, giving evidence before the Fowler Committe& 
in 1898 said "Millions of al!rioulturists and labourers in 
India are indebted to money-lenders and Mahajane, and 
the debt is in many oases in rupees and not in Rrain. Artificially 
to enhance the value of the rupee or to fix the value at the rat.• 
to whioh it has been alrer.dy artificially raised, is to increase the­
indebtedness of the cultivators and lal:curers of India to money· 
lenders and Mehajans. The measure serves to add to the profits 
of the prosperous classes who feed on the distresses of the poor. 
and to add to the weight of the mill-stone which tbe poor and 
indebted classes carry round their necks. ·Throughout the bazars 
and money markets of India, tbe effect of raising the value of 
the rupee is to add to the profits of the rich money-lender, and 
to enhance the liabilities of the poor cultivator who has a debt." 

Mr. (now the Honourable Sir) Dinshaw Watoha speaking 
before the Indian National Congress in 1892 said as follows:-

''If tle purchasing power of the rupee were raised 20 per cent 
or anything like so much, the land tax would be raised in 
exactly the s.ame proportion, for every rupee would then n-. 
present 20 per cent more of the produce of the ryot's land. 
Similarly, the rents of houses and land all over India would b& 
raised to the same extent. All the other taxes payable to the sam& 
Government would likewise be raised. So would all debts due at 
the time the change was made; in other words, every banker and 
capitalist, as well as every usurer, would find his property, so 
far as it had been lent out to others, increased 20 per cent. 
while every debtor throughout the length and breadth of India 
would find his debts augmented in the same way, The result, there" 
fore, would be that the Government, the official classes, bankers, 
landlords, and usurers would all receive 20 per cent more of the 
property of the vast population of India. There would be a sweep­
in!!' transfer of property from the producing workin~r masses who 
create the wealth and make the prosperity of the Empire to the 
servants of these millions and to the parasites who prey upon 



5 

them. We would ask any sane man, whose brain 
bas not been muddled by currency disquisitions beyond his· 
capacity, whether this is a project that ought to be listened to for 
a single moment? Whether it is to be thought of that the whole 
strength of the British Empire should be used' to impoverish 
the bard-working millions, and to enrich usurers and Govern· 
ment ofl:icials? And if it is not, we would urge upon public 
opinion to reject so monstrous a proposal with contempt.'' 

11. We associate ourselves completely with the view~ of these 
two eminent Indians. Dadabhai Naoroji, Gopal Krishna Gokhale. 
and other patriots have in the past held similar views. It cannot 
be alleged that these honoured names in our public life did not 
know where the real interests of the country lay, and we are 
confident that the country will refuse to be deflected from the­
correct course. So j!reat is the risk involved in a change 
in the the standard of monetary payments from the pre· 
war one, that we totally fail to see how Government 
oan reasonably expect the Assembly to accept their aotio:J. No 
co-untry in the world, which had its pre-war ratio· within reach, 
avoided it, No country has appreciated its pre-war ratio to gold . 
In fact, the serious results of such action have so 
impre~sed us that. we would have even agreed to the post­
ponement of the remissions 'of r provincial 'contributions 
for a little while, in order· to keep to the correct line of 
action. Luckily, with the Bud11et presented to us, even this· 
sacrifice is not. called for. We are satisfied that the same 
remiFsions as Ho~ernment suggest are practicable forthwith 
under the Is. 4d. ratio. The du~ y of the Assembly is, therefore, . 
.straight and clear, and we have no doubt that it will rise to 

the occasion. 

DElhi, Srd March 1927. 

ff.J1;:__ '? s~ ~ '-·, 
' ~ _..J ,rcJ;:;..r., . 
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~HE RA.TE OF EXCII!N<iE AND ITS EFFECr ON THE 
BUDGET FIGURES. 

The a~~aohed table show~ the Badj!'et fiR"Ill'eS for the past 
-tive years 1923-4 to 1927-28. The figures have been all oonver~ed 
in terms of R"Oid, at the gold parity of the Rupee as on the first 
of M aroh in eaoh year i. e. on the date of presentation of the 
Bod gets so that the real outlay budget~ed for in eaoh year m~y be 

<1!asily seen. The expenditure is seen to be as follows: 
Rs. Crores. Millions of SoverAiQ'ns. 

1923-24 
1924-25 
1925-26 
1926 27 
1927-28 

134'10 87 30l 
129 90 78 824 
130' 44 95 282 
13038 98 46l 
125'26 93 943 

The true financial position will now beoome clear. It will be 
·seen that the Rapee fig are has been appreciably reduoed in the last 
five years, bot, in terms of gold, India is spendinll to-da:v about 
£6! Milli01~, say Rs. 9 to 10 orores more, than it did in 1923-24 
If we look into the fi~rures of 1924-25 when some of the recom­
mendations of the Retrenchment Committee had been put into 
efleot, the result appears even more astounding beoause the 
Budget ted expenditure was in terms of R"Old Sovereigns. 

in 1924·25 • 78 82 Millions 
as against 98'46 ., in '1926-1!7 

.i.e., 20. 40 Millions or Rs. 30 Crores m"re than in the former year · • 
The Assembly Members are led to believe that the Finance 

Member has teduced the expenditure of· India, while, as 
a matter of faot, he ha9 immensely increased it. 

It has been possible to thus disguise the real amount 
·of Indian expenditura only beoause while the layman 
thinks that the Rupee is a ooin like the sovereign 
or the dollar, it IS something quite different. As · 
Sir Basil Blackett has himself said it over and 
over again, it is now not a real ooin but only a cutrency 
-t~ote printed on silver. and just a~ a paper ourrenoy note doe9 
not represent the value of the paper on which it is printed, 
this silver currency note does not repre~ent the value of the 
.strip of silver on which it is printed, BJth notes represent the 
value attached to them by law. This silver note formerly 
represented 16d worth of gold, Government has for the last two 
years made it represent 18d. wmth of gold. 

Agaiust every 1600 d. worth of taxation, they usad to colleot 
100 of these silver notes. To-day, they go on collecting the 
same number of silver notes, and pretend that t.hey have not 
increased taxation, while, as a matter of fact, they have collected 
200 d. ellJtra in terms of gold. It is as if they collected 4 ten-rupee 
notes instead of 4 five-rupee notes, and claimed that they had not 
increased taxation, beoause they were still oolleotinll only 4 notes 

• 
Under the effect of this misconoaptiou, the layman is 

made to belieno, not ouly that there was no inc1ease in taxa­
tion but that there was actually Teduction of taxatioc, The 
laymgn is unable to see that what is being done now is 
exaotly as if they collected 3 ten-rupee notes insteid of 4 five· 
rupee notes, and claimed that they had reduced taxatiou, beoause 
they took one note less. This cloak can only be unmasked 
if we constantly bear in · mind that the rupee is in 
its nature really a Carrenoy Note printed on silver, and to 
understand amounts expressed in ;rupees, we must first 
convert them into the amount of gold that this Silver note 
(the Rupee) represents. 
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EXPENDITURE OF THE GOVERNMENT OF INDIA-BUDGET ESTIMATES 

(In thousands of Rupees). 

Expenditure. 1923-24- 1 1924-25. 1925-26. 1926-27 

Direct Demands on the Revenues ... 5,37,22 5,54,12 5,28,91 5,00,14 

Salt, Forest and other Capital outlay charged 
to Revenue ... .... ""' 32,93 10,20 

Railway Interest and Miscellaneous charges ... 27,91,32 25,16,79 28,65,58 29,43,45 

Irrigation ... 14,20 22,85 17,79 17,34 

Posts and Telegraphs ... 53,35 -11,00 -28,17 86,01 

Debt Services ... 17,21,57 18,32,51 18,18,06 17,51,76 

Civil Administration ... 9,78,29 9,80,28 10,97,98 11,45,30 

Currency, Mint, Exchange ... 1,13,11 77,31 73,47 78,24 

Civil Works ... 1,76,63 2,06,50 I 1/•8,47 1,80,11 

Miscellaneous ... 5,15,39 4,88,73 4,01i!l 3,96,31 

Milittll'}' Services ... 65,04,87 63,00,16 60,26,17 59,17,79 

Miscellaneous adjustments between Central 
and Provincial Governments ... 3,62 22,65 15,74 6,00 

Extraordinary items ... .... .... 25,00 5,00 
------ ----- ----- ------

Total Expenditure charged to Revenue ... 134,09,57 129,90,90 130,43,84 130,37,65 

Surplus ... 80,86 18,47 24,13 5,31 
------ ----- ---- - -----

Total Revenue ... 134,90,43 130,09,37 130,67,<17 130,42,96 
------ ----- ----- -----

Sterling ralc of exchange ... 1-4 5-32 l-4} 1-5 31-32 1-6 1-8 

Gold rale of exchange ... 1-3 5-8 1-2 9-16 !-5 17-32 
" 

1923-24 
1927-28. ---

at 1/3 5/8 

4,30,30 3,497 

18,79 --· 
29,49,05 18,173 

18,70 92 

84,61 347 

15 74 34 . ' . 11,209 

11,31,50 6,369 

74,85 736 

1,66, 98 
I 

1,150 

3,97,15 ::1,355 

56,72,49 42,349 

, ... 24 

7,00 .. . 
------ -----
1,25,25,76 87,301 

. ... 526 ------ -----
123,25,76 87,827 
------ -----

J 1-6 

(In thousands of Gold Sove1 eigns 
at the Gold pa1ity of the Rupee). 

192-1-25 1925-26 I ,,_, ,1927 _"I'"" ---
1/6 1/8 ,-1/6-at 1/2 9/16 115 17/32 

3,362 3,864 3,777 3,227 1 

... 241 77 141 2 

15,271 20,932 22,229 22,118 3 

139 130 131 140 4 

-67 -206 650 635 5 

11,119 13,281 13,229 11,808 6 

5,948 8,020 8,649 8,486 7 

469 537 591 561 8 

1,253 1,23J 1,360 ),252 9 

2,963 2,935 2,99J 2,979 10 

38,228 44,019 44,692 -12,544 11 

137 116 45 . .. 12 

.. . 183 38 52 13 ---- --
78,824 95,282 98.461 1 93,943 14 

112 176 40 .. . 15 
---- ------------

78,936 9:1,458 98,501 93,943 16 --- - --- --
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Comments on tlie Notes of 
the H6n. Mr. Brayne and Mr. Parsons . 
. Before e_nterin~r:into an examination of the alleged loss of 

revenue to the Budget of tlle ftovernment of India, it is neoes­
sary to mak~ a few remarks on-some of the assumptions on _which 
the whole argument in the two Notes on the effects of exchange 
by .Mr. Brayne and Mr. Par-sons is baseil, One of these assumptions 
is that wages and allow-ances .,Viii have to bEi' increased if we 
revert to tile 16:1 gold ratio. We are all in favour of doing justice 
to the wage-earner, _and would support any increase in wages or 
allowa~ces that may be _cailed for by. a rise of prices above the 
level at which the present scales of wages _and allowances w'ere 
fixed. As for the superior service3, there can be no ground for 
any clafm to increase in their emoluments, because the last increases 
were lii.ven by the Lee Com~ission; when exchange was a· good 
deal below 16d, gold. 

2, .. Th_e other assumption stressed in the two Notes is the 
pos;ibl~ effects of a reversion to 16 J. on ra.tes of interest. It is well 
known that .the deflations of currency during the 
past five yea!s have every tim~ ~esulted in very serious stringenay 
in the folloll'ing busy sea:son, the warst experience being in 
1923-24. The present year a.ppea.rs to be a. ~rood second. As it 
is ~dmitted ~ven by the protagonists of the 18:1; ratio that a. 
rev .. rsion to 18&. wiil result_ in an expansion of the circulating 
medium, it is nQ_tpos~i_!Jle to dispute its necessary carollary, viz., 

-an easier money market. 

3. Having disposed of the two as~umptions underlyin~r these 
Notes, we proceed to consider the effect of a reversion to 
the 16,d. ratio on trade and industry. Both in the Note on 
the G_enera.l B\idget, ~.nd in the Note on the Railway Budget 
apprehensions _have been rep_eatedly expressed of a serious 
dislocation of trade and consaqnent diminution of receipts from 
pu;touis iiiid income:ta.x, and _railways_ We cannot accept 
these propositions. ,. The present depres,sion in _tra.da and the slump 
in i<~dustritOIS is due to the appreciated rupee, A return to 
the.l6~- ratio will lead to a more active movement of agricul­
tural produce and ·o-ther ·m.erohandise, a more upid turn-over of 
goods, and better business all round, leadi'ng to i'ncreased receipts 
from Rail way traffic a~ well as from taxes on Income. 
That a serious tri!.da depressiou exists is ·practically 
admitted in the pronouncements of more than one 
Finance Member in the Provinces .. This hli-9 als:> heen 
echoed in the speeches of the Commerce Meriiber a.nd the Chief 
Comini'ssioner for R1ilways while introducing _ the Railway 
B.udl!'et. If trade depression lea.ds to reduced rece{pts in 
revenue, t_rade activity ought 't<> lead to increa.sed revenue 
retu~ns. We are, th-erefore, surprised ~to see that such a self­
evid~nt proposition is sou11ht_ to ·be denied .in the two Notes. 
. 4. Coming to ·'!- d!ltaiied oonslderiition of the figures, we a.d­
mit that so_far as sterlin~ expenditure is concerned, it will in­
crease in terms of rupees by 12~ per cent. But th-ere will not be 
anything like the same p-roportionate increase in the rupee ex-
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P.!nditure. Internal r' f • • 
th . P to.es, o . _ar~tol~s whtoh do. not .figu~e . in 
. e e:s:~ort, trade, h~ve not yet been adj listed to the lB~. rati ~ 

&nd we therefore do ·no~ think tbe effetit; on th,. . . .... .., . b 0 
of the G . . f e rupee "11to ases 
. d averment. o In die,' will b~ 'iu:iytbing like a9 serious as il; 
IS. ma e ~ut to be tn the tw.> N.ibs, 'The muimum e:rtra e:s:pen­
dtture hkely to result so far as .the Bud .. et of th ,.., -
me t f 1 d · · "' e -uo:vern 

n o n ta ts concerned should not, in our opinion, e:s:oeed 
Rs. 50 laos, as tba process of internal adjustments has only J·n t 
00~~~. s 

5. We cannot accept the contention of. any lose of .revenue­
under ou_stoms. On the contrary, we bold that there· is ·boun.i to. 
be a 1!'810

• The Note deals with this question under four heads 
viz:-

(a), Specific i~port duties, 
(b). Ad valotem duties on tariff valuation, 
lc). Ad val07em duties on invoice valuation. 
(d), Export duties 

(a). It is suggested that the lloss under this he&d would' 
,be rupees one orore on account of reduced imports due t. 
higher selling prices that ara s&id to be: necessitated b; 
the 16d, ratio. :The writers of the Note overlook the fa~~ 
that reversion to the 16 J. ratio will increase the puroha•ing 
power of thA people in IZeneral, and this change sb·ould lead 
to the presPnt demaud being at least maintained, if not aotua\)y 
increased. 

(b) ; Coming to ·• Ad Valotem · duties based on tariff 
valuation" the writers admit that tariff valuations ·have 
occasionally been changed in the p&st in . the course .of 
a calendar y'ear, but they say it has always been down wards . ~ 

never ·upwards; And they contend that this , means 
that articles coming in under this head will not result in &DJ' 

increased revenue at least for the current calender year .. We 
submit that this is a wrong view. Commercial circles wool~ 
oppose any revision. of tarifis upwards under normal oiroom­
stanoes, because that would mean Government trying to tak~ 
advantage of ordinary market fluctuations. The present case 
is entirely different. Everyone interested in trade and industry 
bas very full warning that the ratio is under discussion and 
may be changed, and, if 16.1. is adopted as our legal re.ti<', any 
corresponding revision of tarifi valuations could not be objected 
to. There need therefore be no lvss of Rs. 2llaos under this 
head as claimed. 

(o) Under this bead the writers of the Note contend that,.. 
on account of higher prioee, imports are likely to decrease; but 

his is absolutely at variance with the known facts of coml'leroe 
From the figures of imports during the ten pre-war years. 
it would appear that importR fall off on a decline in the­
price-level, and they are active and higher on a rise in the price­
Je·vel, This is only natural, because a declining price-level means· 

'continued losses a11d .discouragement to enterprise.·. We, there­
fore, are of the opinion that there is no justification for expecting 
a decline in revenue of Rupees 66 laos. under this hea<!l. Oa the 
eontrary, we can. oonfid ently look for at least a 10 per cent 
improvement in customs receipts, say Rs. 2 orores. during the 
budget year, and a full 12i per cent. increase, say R•. 2'47 orores 
in future years. 
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' · ~!d) Under the this head-'' Exports" -the writers of the Not~ ' - ' . -

~ho"!l' 1rains)n smaH items, making a total gain of Rs, 61 laos • 
.As the amount involved is small, we offer no remarks. 
~ :' . . 

. SUMMARY. 

Increases in expenditure : 
, Sterling transactions 
Rupee purchases 

Increased receipts from ~ 
Costoms-Head-(c) 

.. .. (d) 

, Rs. 8'14 
'60 

2'00 
'61 

oro res 

8'64 

Nett excess expenditure 2'61 

1"18 ororj!s 

6, In the above figures, we have not taken into consideration 
•ny improvement in ino.ome-tax; thiA tax· is assessed on the 
t~rofits of the previous year, and the resulting impr .. vement 
con a reversion to 16d will not be in evideno'il till 1928-29. But, 
from that rear on wards, there should be an appreciable 
improvement under this. head. 1 t ·will be seen from the Ex-
1Jlanatory ~emorandum to the Budget,oa·ge 5, that the Revenues 
under Income· tax and Super-tax had been reduoed by as much atJ 
Re, 2'69 orores between 1923-24 and· 1926-27, We see no reason 
·why, with reversion to the 16d. ratio, an improvement, at 
deast to this extent, shoulq not follow •. 

When the full improvement under customs and inoome tax 
'&Cornea from 1928-29, there shonld be a net increase in the 
.revenue of the Governwent of India by 5,37 orores" 
'!'his, after meeting the excess expenditure of Rs. 3'64 onres, 
'Will leave· Rs. 1'73 oro res in hand. 

c 7. As regardJ the Rail way Budget, we have alre1dy pointed 
-out that Mr. Parsons takes no account of the revival of trade 
·resnlting in larger traffic under the 16d ratio. In fact, he seeks to 
make out that a reversion to the 16:1. ratio would result in 
'smaller traffic. This is contrary to all experienoe. We may 
further point out that the earnings of railways in 1924-25, 
when the rate of exchange was 161. eold were, as muoh as Rs. 26 
390 per mile against the earnings of a~. 24,923 per mile in1926-27 
We are of opinion that with a reversion to the 161 ratio, and the 

:consequent gene;al improvement in the condition of trade, indus­
try and agriculture, we may ono3 more safely look forward to 

·1he earnini!'s per mile being as flOOd as they were in -the year 
1924·25, and this alone should give . increased receipts of some 

. Rs. 6 orores, FO that, even if the highly improbable oontingenoy 
'of increase;! expenditure on Rail ways to the extent of Rs. 2,62 
orore' apprehended in Mr. Pa.r~ons' note shonld fully materialise, 

· the loss oaused thereby would be more than covered by the afore­
' said innreaRe in Railway reo•iots. 

"This is made UJ? ofthe Rs. 2'47 crores and of the Rs, 51 lacs under 
-customs heads (c) and td) respectively, and of Ps, 2'39 crores from taxes 
onincomea 

' . 
The Hindustan Times Press, Delhi. 


