
. Speech by the Hon'ble· Finance Member.. 

on introducing the 

Budget Proposals for 1933-34. 

I. The story which I have to tell this year of the public finances of India 
is a simple and-viewed merely as a matter of public finance-a. satisfactory 
one. The emergency plan which we introduced in September 1931 was 
designed to produce budgetary equilibrium for the two years 1931-32 and 
1932-33, and now as we approach the end of the second of these two years/ 
and take stock of the position we can confidently say that our plan has worked, 

2. Summary of results for 1931-32 aru11932-33.-Let me briefly summarise 
the position. The re8ults for the year 1931-32 turned out to be nearly two 
crores better than I anticipated in my Budget speech last March, and the 
accounts for the year showed a deficit, after providing nearly 7 crores for· 
Reduction of Debt, of Ill crores. . . . · . 

For the current year (1932-33) our latest revised estimates indicate that 
our Bud;;tt forecast of a surplus of 215 lakhs will be almost exactly realised, 
and that the surplus-after providing again nearly 7 crores for Reduction of 
Debt-will be 217 lakhs. .. 

The results for the two years combined thus show a. total budgetary deficit 
of 9 ·58 crores a~ainst which may be set the total provision made for Reduction 

· of Debt of 13 ·73 crores. We may,therefore say that in the tw~ year~;~ from April 
I, 1931 to March 31,1933, which I think;_ may be fairly described as the two 

· most difficult years for public finance that the world in times of peace has 
ever known, we shall not only have paid our way but have provided ~ net 
sum of 4 crores, 15 lakhs for the Reduction of Debt. I think that this result V 
is one which is a legitimate cause for satisfaction, and which amply justifies 
the great improvement in the credit of the Government of India. which 

. the recent rise in our security prices has shown. 

3. It is interesting to make a short comparisol} between the;e results and 
the forecasts which I gave when I introduced the emergency plan in September 
1931. We then anticipated, after allowing for the normal provision for· 
Reduction of Debt, a deficit of 10·17 crores for 1931-32 to be followed by a . 
surplus of 5·23 crores for 1932-33, and that the net amount available for: the 
Reduction of Debt in the two years, after allowing for the deficit on the 
combined results, would be 9 ·II crores. As I have just shown, we now 
anticipate that the net figure available for the reduction of debt will be 4·15 
crores, so that we are about 5 crores below our original estimate for the two 
years. As the combined amount involved in the two years is about 260 
crores on each side of revenue and expenditure, I think we may claim that 
our forecast showing a variation of only 2 per cent. from the result was, 
considering the complete instability of the time, fairly near the mark. 
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. n is &lao interesting to examine where the main differences from our 

estimates occurred. Revenue for the two years is 10·42 crores less tha.n was 
·forecasted, but expenditure W.as also less than the estimates by 5·78 crores.. 

The reduction in expenditure· is accounted for largely by savings in interest 
charges owing to the improvement of Government credit and the cheaper 
money conditions which have supervened; but there has also been a 
re&isation of admini~tra.tive economies beyond what we felt safe in hoping 
for last year. I sha.ll dea.lla.ter in greater detail with the ,position as regards 
expenditure, but Honourable Members will, I feel sure, regard it as satis
factory that the figures for these two. years should show such a substantial 
reduction as compared with our estimates. 

Table nmmarising Budgetaryf(Yfeca8ts and resull8f(Yf 1931-32 and 1932-33. 

(In Iakhs of rupees.) 

Expenditure Pro,·ision Surplus of 
(including for reduction recoipts 
provision Surplus or over -· Revenue. for reduction or avoidance expemlitur& 

or Deficit. of debt other than 
avoidance included in Reduction 

of debt.) expenditure. of Debi. 

Emergency budget-
-

1931·32 . . 1,26,13 1,36,30 -10,17 6,90 -3,!7 

1932-33 . . 1,33,06 1,27,83 +5,23 7,15 +12,38 

COmbined result for 
'both yean .• • · .-. • ·.2,59,19 2,6.,13 . _.,94 1•,05 +9.11 

. . . 
. . . , 

li:stimate at Budget 
Session, March 1932-

1931·32 (Revised). 1,20,77 1,3.,43 -13,66 6,89 -6.'17 

1932-33 (Budget). 1,29,96 1,27,81 +2.15 6,82 +8,97 

Combined result for 
+2.20 both yean . . 2,50,73 '2,62,24 -11,51 13,71 

-
P.reeent estimate.-

1931·32 (Actuals) . 1,21,M 1,33,39 -11,75 6,119 _.,86 

1932-33 (Revised) . 1,2J,l3 1,2-1,96 +2,17 6,8. +1.01 

Combiaod result for 
13,73 +'.15 both fear& . . 2,C8,77 2,58,35 -9,58 

: . .,, 



4. E.cpedations for next year (1933-34).-With a surplus of 217 lakhs 
anticipated as the final result for the current year, the next question is whether 
we can expect a repetition of such a surplus next year. In order to explain 
the a.D3wer which I have to give to that question it is necessary to analyse 
the factors which have contributed to the current year's result, and to review 
the general economic position. In anticipation of this examination I may 
remind thf- House of one important feature in the position, namely, 
that our revenue during the past 18 months has been specially augmented by 
the process of abolishing the salt credit system, the effect of which has been l 
to give us the equivalent of two years' duty on credit salt in the space of 
18 months. As a result we· have benefited during 1932-33 hy a special non- . 
recurring addition of about 150 lakhs to our revenue. That of course drops 
out next year. 

5. Economic position.-The general features of the economic position 
are so well known, and so closely resemble those which I had to describe last 
year that I need not deal with them at length. Again, as last year, I can say 
that the monsoon was fairly normal for India as a whole, and that so fa.r s.s 
climatic conditions are concerned India might hav~ been enjoying a year of 
normal prosperity*. Again, as last year, I can say that world economic 
conditions have been the overriding factor, and that India's trade and 
purchasing power have been suffering from the terribly low levels to ·which 
prices and demand for commodities have declined. In the latter respect the 
current year has touched still lower depths. Last year it seemed reasonable 
to hope that a move would be made to settle the world troubles, and that with 

·' the detachment of sterlin,g from gold we might see a substantial rise in prices 
for commodities at least in terms of sterling and of the currencies linked with 
sterling. Unfortunately neither of these hopes has been realised. A good 
start was made at the Lausanne Conference in June, and the provisional 
agreement then achieved, which would have resulted in the removal of the 
disturbing factor of Reparation paymenbl, spread at the time •a feeling of 
justifiable optimism. But unfortunately the possibility of executing this 
agreement depends on the balancing cancellation of war debbl, and for this 
problem there is no solution yet in sight. Indeed, except among the nations 
of the British Commonwealth, for which within their own are~ the Ottawa 
Agreement holds out hopes of improvement, there has been no advance 
towards that international co-operation which is so badly needed; and for the 
world in general it is unfortunately true to say that there has been not only 
no quickening up of the normal flow of trade, but on the contrarv the • 
restrictions which so many countries have been forced to impOse on 
trade and exchange in order to maintain their balance of paymenbl have 
operated still further to check the international exchange of goods. As 
regards prices, the anticipated rise in rupee and sterling prices has not 
materialised. The position, broadly speaking, is that, after an initial rise, 
prices towards the end of the period under review showed again a falling 
tendency, with the result that although the average level of prices on the 
basis of which India's exporta during 1932 were sold is slightly hiuher than 
during 1931, the gener:al level of prices at the end of the year had fallen below 

• The monsoon was normal for India as a whole except in Bihar, the East United 
Provi~ce~ and N ortb. Madras coast. Oth>3rwise though lighter than usual, it was fairly 
well. distnbu~ and fortunately rainhll in September was above ths average. The 
sowmg conditions for monsoon crop~ were only moderately favourable : sowing condi
tions for cold weather crops were generally favourable. The winter rains hav., been 
below the average and the yield of the crops now on the ground Will depe.:1d to a greater 
extent than usual on the weather duri"g the next few weeks. Slight frost; damaga in 
January has been reported from a number of places. 
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thia average. The inost that ·one can say is that countries with currencies 
linked to sterling have fared much better than those which are still on a gold 
basis. 

If Honourable Members are interested in studying the position, I would 
commend to their attention the Review of the main items of India's foreign 
trade for 1932, which has been prepared by Dr. Meek, the Director-General of 
Commercial Intelligence and Statistics, and which I propose to circulate as 

'usual with the budget papers. In my present speech I can only deal with 
the broad aspecta of the position. 

6. The results of the further deterioration in the general world position 
are reve&led in India's export figures which for the 10 months from April to 
January showed a total v&lue of 1101 crores as compared with 134! crores for 
last year. 

7. In the case of practically all the main items the decline is accounted for 
by a fall in the quantities rather than the price of the articles exported. Tbis 
ia true of the following decreases,-cotton exports 6l crores, jute If crores, 
grain, IJulse and flour .about 2 crorcs, seeds just over 2 crores. The only 
exception to this under the major heads of exports is the case of Tea where a 
slight increase in the quantity exported has been accompani~d by .a fall of 
3 croru lD value. . · · 

8. I may at. this stage note that during 1932 there was a slight 
improvement from India's point of view in the correction of the disparity 
between the price levels for the main articles which she has to sell and those 
which she has to buy. According to Table XV of Dr. 1\Ieek's review it is 
shown that the average index :figure for the main export articles, taking 
1913-14 prices as 100, was 77 for 1931 and 79 for 1932. On the other hand, 
the index figure for the main articles of import averaged only 84 in 1932 
as compared with 87 in 1931. 

9. For appreciating the significance of the comparison which I have 
made between exports for the first 10 months of the current year and last 
year, it is necessary to compare the present figures with the general a.vei'!tge 
levels for t~e post-wat period. In the figures for the current year, the most 
striking feature has been the fall in the exports of Indian cotton which l1as 
been only o.ffset to a very small extent by an increase of the consumption 
of cotton by Indian mills, for they have provided for their larger production 
mainly by greater purchases of imported cotton.· Comparisons between 
results for the calencLi.r year 1932 and the average for the 10 years from 1!l20 
to 1930 bring out the same point. 

Quantities. 
Average Avera~e 

of 10 

Values. 

of 10 
years 
ending 
1930. 

1932. Percent· years 1932. Pf.rrent· 

1: CoUon, raw • Ton (000) 616 286 
z. Hidoe and Skins 

(Raw and Tanned) • 
3. Jute, raw and mann· 

Ton (000) 70 42 

factured . Ton (000) 1,499 1,176 
4. Tea . lb. (millions) 346 :168 
6. Groundnuta• . Ton (OCO) 448 472 
e. Rice (not in the husk) Ton (000) 2,067 2,076 

age. finding age. 
1930. 
Rs. Rs. 

(lakhs}. (laktu<). 
46 69,09 16,03 23 

60 13,95 7,76 56 

78 72,8l 31,19 43 
106 27 ,(16 16,89 62 
IOi 11,21 8,11 72 
100 36,98 17,16 46 

. •The trade in groundnuta baa been e:spanding rapidly during the period. 
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This table shows how trrribly the value of India's exports has declined 
compared with what had come to be accepted as a n~r~al level in th~ post• 
war period. But even so the figures as ~egards quantlttes ?xported-WI~h t.he 
sole exception of cotton-have kept up m a ma.nner whwh seem~t to JUStify 
the view that India has not even yet suffered qmte so badly as most of the 
other countries producing primary agricultural products. 

Raw cotton is by far the worst sufferer and during 1932 the exports had 
fallen in quantity by more than a half, a fall which as a: result of the lower 
prices is increased to one of more than three-quarters m value as compared 
with the average for the past 10 years. • For jute the fall in volume was 
about a quarter while the fall in value is more than a half. In the case of tea, 
although the volume of export was more than maintained, the value was 
reduced by more than a third. In the case of rice, the volume of export was 
maintained but the value fell by over. 50 per cent. Groundnuts on the .other 
hand show an increase in quantity but a decline in value. 

10. While the value of India's exports has thus further declined this yea~r 
as compared with last, the course as regards imports has been strikingly 
different. For these, at 112! crores for the first 10 months of the current year, 
show a rise of about 7! crores on the corresponding 10 months of last year •. 
Here again an examination of the actual changes in the case of the main articles 
of import is interesting and suggestive. By far the largest ite;n is the increase 
of just over 7 crores in cotton piece-goods and yarns. It may perhaps be said 
that in this case exceptional factors have come ip.to play, because the preceding 
period with which it compares, influenced as it was by non-economic factors 
such as the boycott, can hardly be regarded as normal. The important fact 
to remember, however, is that this increase in imports of cotton .piece-good~. 
was accompanied by a striking growth in the production of Indi~n mills,---.. 
which according to Dr. Meek's figures increased by about II per cent. or 284 
million yards in the first 11 months of 1932 as compared with 1931. It 
must also be noted that there has been a marked increase in the imports of 
other piece-good!!, woollen, silk, artificial sih, ani mixtures. 

The increase in Indian production of cotton goods accounts for the next 
interesting item of increased imports on which I must comment, namely, 
of raw cotton, which at 6·36 crores are 79 lakhs up on last year. The 
steady growth during recent years in these imports is most remarkable, 
Taking the " cotton years " up to August 31 in each case, imports of foreign 
cotton expanded from just over 20,000 tons in 1928-29 to 97,000 tons in . 
1931-32. -

11. Another interesting item is machinery, where the imports at 9! 
crores are only a few lakhs less than last year. Here there would have been a 
much greater fall if it had not been for a striking increase in the imports of 
plant for sugar factories, the imports of which in the 9 months to the end of 
December amounted in value to 138 lakhs a~ compared with 30 lakhs last year 
and only 9 lakhs in 1929-30. · 

In the case of certain other machinery too there have been increases 
which are encouraging. Thus, taking the full calendar year 1932 as co.npared, 
with 1931, cotton machinery increased fro'll. 180 to 208 lakh~. while tea, jute 
and wool machinery incre:1sed by 13, 3 and 1lakh, respective!y. 

12. These are the chief items of expanding imports. As against this 
I must comment on the two most striking examples of declines. Imports 
of foreign sugar at 3·66 crores are down by llrd crores. This indicates the 
continuance of a. steady process of decline in the value of sugar imports which 
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for 1930-31 was about 9 crores, and in 1929-30 about U crores. The decline 
may be P!'rtly due to decreased purchasing power as evidenced hy decreased 
con:'l!mptJon of refine<;~ ~hite ~ugar, but I thin~ it is a fair appreciation of the 
po51t10~ to say that 1t 18 mainly due to the mcrease of Indian production. 
~ expla_med last year that we estimated the production of Indian sugar to be 
mcreasmg at the rate of 60,000 tons per annum, and it looks now as if this 

· rate were being considerably accelerated. I shall deal later with the effects 
of this on our revenue position. 

13. Another striking example of decline is the case of vehicles-mainly 
of. course motor-cars, buses and lorries, which at 30-!lakhs for the 10 months 
show a decline of 89lakhs on last year and are less than !rd of the value in 
1929-30. 

It is probable that I shall be told in the course of debate that the decrease 
ia mainly due to the high level of our import duties. I think it more correct 
to regard it as mainly caused by loss of purchasing power, which on the one 
side restricts luxury expenditure, and on the other induces owners of cars 
and heavy vehicles which are not used for luxury purposes to avoid replacements 
which are not absolutely necessary. 

· 14. It is not possible in a budget speech to go into all the interesting details 
in our trade returns, and .I am concerned .now on1y with broad conclusions, 
and more particularly with those that affect our revenue estimates. With 
some of these broad conclusions I wish now to deal. In the first place the 
results as regards imports combined with the figures of Indian production of 

l
such articles as salt and kerosine and cotton piece-goods seem to reinforce one 
of the points· which I emphasised in my speech last year-namely, the 
extraordinary power of resistance, in spite of diminished purchasing power, 
which India. shows in maintaining the consumption of certain standard 
necessities of the masses. 

·· 15. I have had a table prepared which will be printed with this 
speech analysing the results as regards certain main articles of consumption 
classified under three heads-luxury articles, requirements of industry, and 
necessities of the m&RSes. The classification cannot be entirely accurate, and 
it is difficult to say exactly where such articles as sugar and artificial silk 
piece-goods should be placed ; but if one takes such articles as cotton piece
goods, kerosine, and salt as necessities for the mn.Rses, machinery, lubricating 
oil, cement and chemicals as industrial requirements, and tobacco, liquors 
and motor-cars as luxuries, one can at 1::-ast draw interesting conclusions. 

In order to get at the figure of con8umption I have taken imports plus 
local production for articles which are produced in India, and imports only 
for those articles which are not. This again may not be entirely accurate 
for a particular year, for some of the importR and home production may have 
gone into stock, particularly in the case of cotton piece-goods during 1932; 
but it afford~ a rough guide, and, for an average of years, must be fairly 
Accurate. On this basis I have made a c0mparison between the conlmmp
tion for the calendar year 1932 and the average annual con11umption 
for the ten year period from 1920 to 1930, which may be regarded as a 
period of pr<>~'perity with high priers and high purcha'iin:z power. The 
table 11hows both quantiti~s and values. Val1u:~s have been calcul.ltcd as 
follows. In the ca8e of nrticlt>s which are only imported the declared values 
have been taken and the various rates of import duties durin~ the ten year 
period have been added. For articleR which are both imported and 
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manufactured the value of the internal production has been estimated on 
the basis of the declared value of the corresponding imports together with the 
appropriate rate of duty for each year of the period. 

The results shown in this table are, I think, extremely interesting. · As 
regards the tfree articles which I have taken as necessities for the masses, 
the quantities of consumption are in all cases higher for 1932 than for the ten 
year average 1920-30. Piece-goods with a total of 5,827 million yards as 
compared with 4,923 million yards for the earlier period are 18 per cent. up. 
Kerosine oil with a total of 235 million gallons as compared with 232 million 
gallons for the earlier period i.'i 1 per cent. up. Salt with a consumption of 
2,106,000 tons as compared with 1,965,000 tons for the earlier period is 7 
per cent. up. 

Turning to values, there is of course a fall in these for 1932, owing to the 
lower prices prevailing in spite of the higher duties. The total value of all 
these three commodities consumed in 1932 was 162 crores representing 
'78 per cent. of the average for the ten year period, which was 207 crores. . 

In the case of the articles required by Industry, it is of course impossible 
to compare quantities for such miscellaneous heads as machinery and 
millwork, or chemicals. The Table shows a fall in value for machinery 
and millwork of about 40 per cent. which, allowing for the fall in prices, must 
indicate _a very. much smaller fall in quantities; a fall both in quantity and 
value of lubricating oil of between 30 and 40 per cent. ; an increase in quantities, 
of cement accompanied by a fall in values ; aad an increase of 26 per cent. 
in the value of chemicals. The total value of all these. articles for "1932 is 
70 per cent. of the value for the ten year period. ' 

Turning to luxuries, there is a very heavy fall in motor-cars, with a 
figure of 5,300 cars for 1932 as compared with an annual averag~J of 11,400 
in the earlier period. Quantities represent 46 per cent. only, and values 
43 per cent. only of the earlier period. I would note here that the value 
per car has fallen in spite of the increased duties. Tobacco consumption for 
1932 represents 61 per cent. in quantity and 51 per cent. in value of the earlier 
period, and liquors 92 per cent. and 73 per cent. respectively. Altogether 
the total value of the three luxury articles consumed in 1932 represents 58 
per cent. of the average value for the earlier period. 

I think it is fair to say that these figures indicate that certain lu.Xury and 
quasi-luxury articles show very heavy decreases in consumption ; that industry 
has stood up fairly well, and that in certain fields-particularly the sugar 
in~ustry and the textile industry~xpansion in India is still progressing in 
sp1te of the world slump; and lastly that as regards the necessities of the 
masses the consllmption figures are being maintained in a most remarkable 
way in spite of loss of purchasing power, while in spite of increased excise 
and import duties consumers have had a substantial benefit from the fall in 
prices. 

I must add in conclusion one obvious but most important point, namely, 
that the really s~riking falling off in India's normal consumption has been in 
t~e case of prec1ous metals. As is well known, India imported gold and 
silver of the a>erage annual value of about 40 crores in the years from 1920-30. 
The power to cut out this enormous margin has been a tremendous factor 
-equal in importance almost to the actual sale of uold, to which I shall refer 
later-in enabling India to go through this period of depression without being 
forced to cut down her normal absorption of those commodities which are 
needed for daily consumption. 
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' 16. The figarea in the following table indicate imports except in the case 
of articles marked • where the quantities given include figures of production 
so far as available. In the case of salt, production fi,<YUres relate to British 
India excluding Aden. The value fi,<YUres of production have been estimated 
on the basis of the average declared value for imports. 

Quantities. Yaluet. (cvm duty). 

Average Average 
· of of 

10yeal"B 1932. Percen- 10yeal"8 1932. Percen-
ending tage. ending tag e. 

1930. 1930. 

Ra. Rs. 
(lakha). (lakhs). 

{A). Luzury articl-. 
1. Motor-cal"B • • No. (000) u·4 5•3 4.6 3,50 1,51 4.3 
J. Tobacco • Jb. (000) 8,396 5,104 61 4.,('3 2,06 51 . 

.. 3. Liquol'll • Gal~ (000) 5,915 5,4.29 92 5,93 4,30 73 

Total of(A) 13,4.6 7,87 58 

(B) RequirtfMAU of lndUIIIry-
4. Machinery and mill-

19,62 12,0-& 61 work.· 

5. Lubricating oil • OaJ. (Mil- 22•3 14•3 65 2,28 1,57 69 
lion). 

6. Cement • . • Ton (000) 4.92 551 112 3,73 2,86 77 
7. ChemiceJa . 2,64 3,34 126 

Totalof(B) 28,27 19,81 70 

(C) NtcUBiliuforlhe mau-
8. (a) Cotton piece- Y da. (llil-

goods (:llill·made) • lions). 
3,677 4,327 118 131,72" 99,40 76 

(b) Cottonpiece-gooda Do. 
(band-loom). 

1,24.6 1,500 120 4.4,85 34,46 77 

Total Do. 4,923 5,827 liS 176,57 133,!!6 76 

9. Kerosine oil • • Gal. (llil- 232 235 101 17,73 16,27 92 
lions). 

10. Salt • • Ton(OOO) 1,965 2,106 107 12,74 ll,M 93 

Total of (C) 207,04 161,97 78 

{D) Articlu of doubtful 
claui.~ 

11. Artificiallli1k Yea. (llil· 27•8 116•2 418 2,2-& 4,38 196 
p~ooda. lion). 

12. Sugar • Ton(OOO) 781 ,62 59 23,69 12,75 M 
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17. I must now tnrn to another broad aspect, the position as regards the 
h:tlancc of trade and of payments. With exports for the 10 months at 110! 
<Torcs and imports at 1121 crores, India has a slight adverse balance of trade 
in nwr<~handi!<e. As in the last months, however, the tendency has changed, 
and there has been a reduction in the a.dverse margin, one may not 
umcasonably anticipate that the year will end with an even balance. But 
owing to India's large " invisible imports " - mainly represented by 
extcl'lln.l obligationR-an even balance of trade in merchandise falls 
far ~:~hort of giving us an even balance of payments, and therefore India 
<·ould not ~:~upport the present volume of imports without very 
embarrassing re~mlts unlc!ls the position were being helped by some other 
factor. That factor in the present case has been, as Honourable Members well 
know, the export of gold. I do not propose to give a mass of figures 
illustrating t.his o.spcct of the matter now, because I dealt with it very fully in 
a speech at the Ottawa Conference which I believe most Honourable Member! 
have seen. The broad fact is that lnrlia could not with exports at their presen 
level surport the present volume of imports simultaneously with meeting ~e 
externa obligations unless they were supplemented by gold exports. What i 
happening now may be put in two different ways, either that part of India's 
consumable imports are being paid for in gold, or that gold sales are providing 
the nwans to meet external obligations and, as I shall hereafter explain, to 
accumulate reserves in external currencies. The truth really is that what is 
happening is a combination of the two processes, for it must be remembered 
that so far as concerns the individuals who make up the mass of producers of 
goods for export and consumers of imported goods, they have to pay for the 
latter with cuRtoms duties added, and as customs duties on the 112 cr:ores 
worth of goods imported for the 10 months of the current year amount to 
38 crorcs, one may say that the exports to the value of 110 cror~s are being 
supplemented by gold sales in order to pay for goods at the imported value of 
150 crores, so that 40 crores of the gold proceeds have been used" .to pay. for 
consuma.ble goods. To this extent therefore it may be said that India is 
helping hen;clf to tide over a period of unexampled depression by drawing on 
her reserves of gold, and thereby avoiding reducing her consumption to 
the dcRperately low levd which would otherwise be necessary. This, however, 
is by no means the whole story, and as there are many questions arising -in 
connection with gold exports which have a vital bearing on the welfare of the 
nation, and as 1 know that Honourable Members take very great interest in 
it, I propose to deal with this subject again, as last year, at some length. 

18. In the first place I know that. there are many who regard what is 
hn pprning as a dangerous process of living on capital. I think it fairer to 
n·g:trd it, as indeed I pointed out last year, as a process partly of exchanging 
one form of investment for another, and partly of tiding over a periocl of 
abnormal difficulty by drawing on reserves which had been accumulated in 
llctt.er tinws; reserves, moreover, which produce no revenue, 110 that their 
rleplction do<'s not bring about any decrease of income. To that extent we 
have r£"gtmled the process as a legitimate use of reserves, which has on the 
whole hccn beneficial to the people. How long such a process can, without 
damaging the country, continue is another matter, but I must point out 
thnt Ro far as Government is concerned nothing that it could do could prevent 
individual owners of gold selling their gold and using the proceeds for 
invc!'tment in other forms or for the purchase of consumable goods. 

19. There is, however, another beneficial aspect of the process to which 
I think it important to direct attention. I have already commented on what 

B 
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is the -wo~t featur': of the present -wor~d sit!tation, ~a~<ely, ~hat prartically 
every natJon today m order to presen·e Its ba1,mre of m~ernat10nal paynwnts 
has been forced to put artificial restriction~ on its imrortg, ln· w:w of hi~h 
duties and exchange restrir:tions. This is clH.'cking the flow of intrrnatiot1al 
tra~e. 8~ that its ~hannels arr gradually becoming completely dry, nnd is the 
roam enl from whiCh the world today i3 suffering. '\e our,-elves by inerrasin"' 
our own import duties have done something to add to the e·dl, bui if the flo; 
of imports into India had not been helped by the exports of gold the ca11e 

ould have been very much worse. India in fact has been able to rclease into 
he world a corumodity for which alone there is an undimini;;hed market and 
he possession of which, if it is used as a basis for currency, does not diminish 
ut rather increases the purcha~ing power of the countries which absorb it. 

By doing so India has been enabled to take more imports and therehy in th;s 
second way also to increase the purchasing power of her own potential 
customers. This last point indeed must always be horne in mind, for we 
cannot restrict our own imports without weakening the market for our exports 
of merchandise. 

20. There is still a third point on the credit side of the account to which 
I must call attention. The proceeds of the gold which have been sold have 

1 
only to a limited extent been balanced by the purchase of consumable 
commodities. A great portion has undoubtedly been invested. The increased 
demand for Government securities affords general evidence of this, and that l the P",."' h., been wide'l'read and not oonfined to the •io!>O• ''"'"' onn be 
very clearly seen from the figures of Post Office ca:;~h certificates and Sa\ings 
Bank deposits. The figures here are most striking. Making very conservative 
allowances for what we shall get in the Jast two months of the year, wo 
estimate the net investment in Post Office cash certificates this year at 10 
crores and the net addition to savings bank deposits at 4·35 crores. Both 
these figures greatly exceed any previous record, and I may point out that 
the figure of 10 crores for Post Office cash certificates compare!l with a\·erago 
net receipts of about 21 crorcs annually for the period from 1917, when these 
certificates were firl'lt started, untill\Iarch 31, 1931. Moreover the high figure 
for this year follows on the exceptionally high figure of 6·15 crores for net 
z-eceipts last year. These figures therefore clearly show that proceeds of golJ 
sales have been converted into investments by the poorer classes, and although 
the Indian habit of accumulating reserves of gold has stood the country in goorl 
stead in the present crisis, I feel forced to regard it as a beneficial adyance 
that the exceptionally high price of gold in rupees r<hould have sbrted a 
process of exchanging barren gold reserves for interest-bearing Gon-rnment 
securities as a form of investment. If only the process is kept in proper 
channels, and the people of India are not misled,- as the people of the United 
States were in the post-war boom, to putting their savings into wildly ~'pecula
tive im·estments, the result must in the long run be of great benefit to India .. 

21. But I must now turn to another aspect of the matter. There may Le 
some who would agree that then~ is some truth in what I have said up to tbis 
point, but who have an uncomfortable feeling that the country is bc·in;; 
weakened by the process, and that Government if they had adopted a ditTen·nt 
policy could have prevented this weakening. Such people nrgue thnt, even if 
we could not prevent private individuals who wi>lh to do so from ~'<clling tht·ir 
gold, Government ought to have acquired it for themselves nnd thu:~ have 
prevented it leaving the country. I shall deal later with thi! critici.'"lll of 
Go>ernment policy. For the present I am only concenwd with prc3('nting 
an account of what has actually happened, and I think that l:Ionourable 
Members v.ill find the account interesting. I propose to take the period 
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of 15 months from the end of September 1931, just after England went off the 
gold standard, up to December 31, 1932, and shall endeavour to put the 
position in the simplest possible form. • 

22.Qn this period of fifteen months, India on balance exported 107·08 
crores of gold. \Ye may thus·take it that private individuals during 
this period acquired out of the proceeds of geld exports balances in 
external currency, probably mainly in sterling, to the extent _of £80lrd . 
millions. During this same period exports of merchandise were 181·37 
crores and imports IG1·45 crorcs, giving a favourable balance of· 19·92 crores 
equivalent to, say, £15 millions. This sum also may be taken as having been 
converted into external currency balances by private individuals. Adding 
this £15 millions acquired against merchandise to the total of £80lrd 
millions acquired against gold exports, the total external balances acquired 
by private individuals from October 1, 1931, to December 31, 193~, amounts to 
£95lrd millions. Out of this sum Government has acquired by its purchases 
in the market as currency authority no less than £69irds millions. 

IThe balance of £25irds millions has been retained on private accoup.t. 
I wilr deal with this latter portion later and consider first what the Government 
has done with the sterling balances of £69frds millions which it has itself 
acquir~ . . .· . 

23. In the first place Government has used about £3t millions in meeting 
its ordinary recurrent commitments. ' 

Secondly, it has used £15 millions indisch¥ging the 5lper cent. sterling 
loan which matured on January 1, 1932, thereby liquidating an obligation.· 
which cost it £825,000 equivalent to Rs. llO lakhs per annum, and greatly 
strengthening its credit in London. 

Thirdly, Government has added about £ll millions to its currenay reserves, 
and lastly, the balance of £9! millions was added to the Government's 
Treasury balances, and is really potentia1ly available for further strengthening 
of its currency reserves. · 

Governcnent therefore made good use of the abnormally high amount. of 
sterling which it w~ able during these fifteen months to purchase as a result 
of the gold exportv 

In order to complete the picture I may here add that a. 5 per cent. sterling 
loan for £10 millions was floated during the same period, out of the proceeds 
of which £6 millions 6 per cent. bond.s were repaid. and the remaining £! 
millions of which were used as a further addition to the Treasury balances. 

. Taking this last transaction into account, the combined result is that 
during the fifteen months the Government has reduced its sterling debt by a. 
net amount of £ll millions sterling, has increased its currency reserves by £11 
millions and it~ treasury balances by £13! millions. The total of these 
amounts i.'! £35t millions, so that out of our £69frds millions sterling 
we used about £3-! millions for meeting our current requirements and 
£3.31· millions sterling for strengthening our position. Incidentally we 
may_ thus be said to have advanced by £35! millions towards the position 
requ1red fo1 setting up a. sound Reserve Bank. 

2!. I must now turn to consider the su:n of £25frds millions which, 
as I have expbined, must be regarded as having been retained by private 
indi\iduals out of the total proceeds of gold exports and the balance of trade 
in mt>rl'handise. '\hat has happened to this money 1 In the first place, as 
Honourable :llembers are well aware, a. substantial proportion of the ext~rnal 
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currency derived from the sale of Indian exports abroad is always retaint'd 
on private account. The amount required is influenced by two f~ctors, first 
normal" current requirements, and secondly, movements of capital. The 
normal current requirements are for such things as sPa fn'ights, intPrest and 
dividends on investments in India held abroad, family remittances, mom•y 
SpPnt abroad by travellers from India, etc., etc. The movements of capital 
may be either transfer of funds for permanPnt investment by private individuals, 
or the movement of funds by banks for temporary investment in trensurv 
bills, etc. These movements of capital may of course take place either 
towards or away from India, and therefore either reduce or swell the amount. 
required to meet current requirements. The annual rPports of the ControllPr 
of the Currency always give clear figures and explanntions on this point and 
I would rl'fer HonourablE.' Members to them. I cannot within the limits 
of this speech attempt any full examination of this matter, but from the 
investigatioll8 of the Controller of the Currency it appears to be a fairly 
accurate estimate to say that in the 15 months with which I am dPaling about 
Rs. 15 crorPs or £Ill rr.i.llions was required for the repayment of money invP!Ited 
in Indian treasury bills by foreign banks, and that the balance of about £14 
millions was required to meet normal current requirements. The repayment 
of the treasury bills, of courRe, represents a strengthening of the Indian 
position. 

25. It is now pos8ible to reconstruct the whole picture. For this purpose 
I think it is fair to take the surplus balance of trade in merchandiso of £15 
millions as P.armarked for meeting, in the first place, the normal private current 
requirements of £14 millions. Thus, in round figures, the position as regards 
the prO<'eeds of the gold sales would be as follows. Out of £80 millions 
which represent the proceeds of the exports of gold Government acquirPd 
£70 millions and £10 millions served to repay foreign funds temporarily 
invested in India. Government out of its £70 millions used £341 millions 
to meet ita own current requirements and £35l millions to rPpay stPrling loans 
a.nd strengthen its reserves. Therefore out of the total £80 rLillions of gold 
proceeds only £34! millions were used to meet current req uirrments, and the 

,balance of £45! millions went to reduce India's external obligations and 
strengthen her public reserve~. 

Looking at the matter from the side of the Indians who have sold the 
gold, they have acquired 107} crores of rupees and of this, while a portion 
has been spent in meeting current requirements (i.e., paying customs duty on 
imported goods and other taxes), a very substantial portion also, as is 
clear. from the figures which I have given, must have been retained in 
currency or invested in Government securities. 

Therefore whether the position is viewed from the side of public finance 
or private investment, it is clear that to a very large extent the gold exported 
does not represent a drawing on reserves, but merely the conversion of one 
form of reserve into another. Apart from this, as tbPre are some who, while 
not criticising what has happened so far, consider that the process of flo-called 
drawing on reserves has now gone far enough, I wish to remind the llouso 
that even though the amounts exported ha\·e been very large, the figures are 
still small in relation to India's resources. The fact that the published figures 
are given in values tends to give an t>xaggeratcd idea, because, of courl'e, gold 
now stands at a premium of about 30 per cent. If we look at the stati:Jtics 
of the \\·eight of importa and exports the strength of India's position is 
extraordinarily striking. From September 1931 up to the end of December 
1932 India bad exported slightly over 14 million ounces of gold. As compared 
11-itb this the imports between April 1926 and September 1931 exceeded 15 
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million ounces ; so that, in spite of the enormous amounts hitherto exported, 
we are not yet back to where we were in Aprill!)26. If we go further back 
the results are still more striking. The net imports from April 1922 to March 
1926 exceeded 28 million ounces, and this means that India can go on exporting 
;gold until the total quantities have_ risen to three times the amount of. what has 
already been ~~ported, and still have more gold in hand than she had eleven 
years ago. 

So far, therefore, regarding the whole position of India as a single interest 
and considering the vast size of the accumulations of gold which exist, it 
-cannot be said that there has as yet been any dangerous depletion. 

26. I have been concerned in making this· examination rather with · 
presenting a picture of what has happened than of defending Government's · 
policy, but it will help to complete my explanation if I now deal with some 
of the criticisms which have been made. The general argument is that if 
Government had prohibited the export of gold and been ready to purchase 
on its own account against rupees all the gold that has come forward for sale, 
then Government would have been able to reinforce its own currency reserves 
to that extent. 

I have already shown that Government has actually acquired seven
eighths of the sterling proceeds of _the gold exported up to December 31, · 
1932 ; but, as I wish to follow out the criticism, I will consider the simple 
question:- · 

"What would have happened if Government had prohibited the export 
of gold and thereby allowed to those who wanted ~o sell it no other opportunity 
except to sell it for rupees 1 " In the first place it is highly improbable that 
the same amount of gold would have been sold-But I leave that out of 
.account and will assume that Government would have bought it all. ·what 
then would have been Government's position 1 In the first place it would 
have had to convert £45 millions of it into sterling to meet some of the'" purposes 
which I have already explained, namely, its current requirements and the net 
discharge of £ll millions sterling debt. As regards the £2-l! millions which 
it has, as I have explained, actually used for strengthening its currency 
reserves and Treasury balances, it might have kept this sum in the form of 
:gold. But I do not think this would have been good policy, for we already 
have our proper proportion of gold in our currency reserves; and we should 
have been well advised to convert this amount also into interest-bearing 
sterling im'estments. 

27. I am left to explain what would have happened to the balance ·of 
£25i millions retained on private account, or rather the £10 
millions out of this sum which represents the proceeds of gold exports ; 
for it is this sum which our critics say we should have secured to 
ourselves if we had purchased the gold and which by 21r actual 
policy we have lost. ~ut should we have been able to retain it 1 Certainly 
_!lOt. This balance was needed for the purposes which I have exp ined, and 
1£ we had bought the gold for rupees, the private remitters would then have 
come to us, as the currency authority, and demanded that we, in accordance 
with our statutory obligation, should sell sterling to them. \Ye could not 
under the existing law have refused to do so. and in that case we should have 
had to use the gold which we had acquired in order to buy sterling to meet 

·our obligation, and thus would have found ourselves in precisely the same 
positio}.~.s we are today. We could only have refused to sell the gold in two 
ways. \!;.1ther we should have had to get a law passed to relieve us of our 
statutory obligation, in whi~h case who would•venture to prophesy what would 
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ha.ve happened to the sterling value of the rupee V Or, as an alternati¥e. 
we should have had to pass a law putting a rigid restriction on all exchange 
transactions, which would have been a groos and unnecessarv interference 
with the liberty of private indi¥iduals to deal with their own "property, and 
would necessarily have led to a very serious restriction of imports. 

Either of these alternatives would have been very serious steps, which 
might have had far-reaching and dangerous effects on our position. Those 
who criticise our policy as regards gold must first be very sure in their own 
minds whether they would have welcomed them. . 

, 28. I have explained the position as fu11y and fairly as I can, and I hope 
that I have done so clearly. I have done this not as an advocate anxious 
to defeat his opponents, but as one who earnestly desires to clear his own mind 
as to what is right and to put the real issues before the public. We do not 
claim for ourselves either perfect wisdom or any monopoly of such imperfect 
wisdom as is attainable in this world, but I think what we can claim is that 
our policy has guided India through a period of quite unexampled difficulty 
without disaster, and that at the end of these two years we find ourselves 
with greatly improved public credit, with greatly strengthened resources, 
and with the freedom and security of private trade unimpaired. Nor can 
I believe that any single interest of the country has hitherto been 11acrificed 
or damaged. The policy therefore has worked well so far, and more 
than this I do not claim. The times in which we live are so uncertain and 
abnormal that no one could venture to lay down that a. particular policy 
must be for ever.infallible. We must be guided by events. But till now 
and for the present we do claim that our policy has worked well, and tJ1at 
while that continues it would be unpardonable rashness to plunge into the 
unknown depths of wild experiments. 

29. I am afraid that my argument as to Government's policy as regards 
. gold exports has led me into something of a digression from the review of 
India's economic position which was my main purpose at this stage. 

. I may now sum up my own conclusions on that review. For my own 
part, the main impression gained by a study of what has been happening 
during these last two years of terribly difficult time!! is one of admiration and 
wonder at the way in which India. and her people have adjusted themselves 
to the emergency. The more highly organised Western nations may well 
take lessons from her in this respect. While I have commented on the 
enormous decline in the demand for India's export products, it is a remarkable 
fact that this has not yet led here, as in other countries, to the piling up of 
unmanageable stocks which form both a source of wenknes11 to the country 
that holds them and a menace to the rest of the world. Tho divcr:oity of 
cropping in most parts of India has led to a comparatively quiet adjustmt-nt 
to changed conditions without elaborate schemes for restriction of produe:tion, 
or dangerous experiments for u~ing public funds to finance surplus stoc·ks. The 
striking restriction which was eiiectcd after the lf!30.31 season in the jute 
area of Bengal is well known, but in the case of cotton also an adjustment h11s 
taken place aided partly by short crops and partly, though only to a regrettably 
small extent, by increased consumption by Indian millt~ of Indian cotton. To 
some extent, in certain cases such as sugar, Government policy has helped 
the agriculturalists to find profitable alternatives in money crops. Linseed 
is another important alternath·e crop for which possibilities of an increased 
outlet have been opened up by the Otta~·a Agreement. In thit1 caHe a fairly 
substantial increase in the area sown had been undertaken before the Ottawa 
Agreement was implemented, and the preference now secured in the Br~tish 
market may justify a further increase. Groundnuts, again, have provtclecl 
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another alternative outlet, and this crop has become in :Madras a moneycrop 
of first rate importance, and is becoming an alternative crop to cotton of 
growing importance in Bombay and Berar. Where export facilitie_s have 
been lacking for a particular crop and alternative export crops have not been 
possible, there has been a spreading over into miscellaneous crop~ for local 
consumption, In the case of Bengal, where the main reduction in the jute 
area occurred before last year, it has been possibleto examine condition.<~ 
fairly closely, and there the alternative crops were mainly rice, maize, millets, 
smaller pulses, and to some extent sugarcane. It is difficult to trace exactly 
the complete economic effects of these adjustments, but one conclusion 
is probably justified, and that is that the poorer classes and particularly the . 
wage-earning classes whose wages have not been reduced proportionately 
to the fall in values of local food produce, are at present being better fed 
than ever before. Thus some ad vantage at least is gained. 

If one turns to the other side-the side of consumption-one gets the 
same impression of comparative stability, for here the power to draw on 
reserves has, as I have explained, resulted in a remarkably steady maintenance 
of consumption, in spite of increased duties, of the main necessities of the. 
masses. In fact, by cutting off imports of precious metals and supplementing 
her purchasing power by drawing on her reserves of gold, India has been able 
to keep up her standard of living and her position as a customerfor the goods 
supplied by the rest Qf the world to more nearly normal levels than most 
countries. In this way she has avoided an undue weakening of the position 
of her own potential customers, a result which has been further helped by 
the release of gold supplies to the worli. 

Simultaneously with all this the figures show a striking increase in invest
ment by the poorer classes. 

30. The result of this survey h~ seemed to us to justify the ~ssumption 
for the purposes of our estimates that general conditions fls regards 
consumption of dutiable articles may be expected, even without a 
striking world recovery, to remain fairly constant next year. But having 
stated this assumption it is necessary to add a note of warning. Neither the 
process of drawing on reserves, nor that of agricultural acljustments, can be 
continued indefinitely. As to the latter point, seeing that the contraction in 
export demand applies to practically all our export crops, the range of adjust
ment is comparatively narrow, and, if a further fall in purchasing power 
is to be avoided or mini~ised determined efforts are necessary both to make · 
the most of every possible export outlet for our produce, and to supplant 
by local production imports of such articles as long staple cotton. 

Further, -in regard to both points, India remains as deeply interested as 
any other country in efforts to promote international co-operation and the 
recovery of world trade. If the present low levels as regards both prices and 
world demand for agriculturd products were to become stabilised, very 
serious problems would have to be faced and it would be necessary for those 
responsible for governing India to take Etock again of the whole position. 

Efjats of the ffeneral economic posit£on on tax revenue. 
31. I want now to show as briefly as possible how some oi the broad 

phenomena which I have been describing appear when translated into revenue 
results. 

32. As might have been expected from what I have said, revenue from 
salt, kerosine and cotton piece-goods bas been very satisfactory for the current 
year. 
· We estimate salt revenue at 10·38 crores as co:npared with a budget 
e£ti.nate of 9 · 43 crores. 
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· Kerosine import and excise duties are expected to produce 4·25 crores 
u compared with a budget estimate of 4 · 42 ('tores . 

. Cotton piece-goods import duties are put at 6·40 crores as co:npnred with 
a budget estimate of 3·79 crores. 

33. In the case of cotton piece-goods, however, we think it ne('essary to 
treat the imports for the current year as to some extent abnormal. 

Quantities imported have shown a great advance, the yardacre in the 9 
months, April to December, 1932, being abOut 30 per cent. up on"' the same 
ILonths in 1930 and about 70 per cent. up on 1931. "l'bat this is partly dut" to 
other reasons than the price factor is shown by the fact that the recovery l1as 
bl'en shared by British good11, the averag('! price of which has not fallen 
appreciably. To this extent, general ('a uses-notably the waning of the boycott 
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movement-must hav'e oper!l.ted; but it remains tme that Po far as Japant'se 
goods are concerned, the nry heavy fall in prices which follow('(} on the dt'pre
ciation of the yen has been the most important stimuhts to the import trade. 
The result was a strong demand from the Indian mill indu;;try for the t>xercise 
by Government of their powers of increasing the protective duty; and on August 
30th, 1932 this was done, the duty on non-British goods being raist>d from 
311 per cent. to 50 per cent. ad mlorem, with the minimum for plain grey goods 
raised from 41 annas to 51 annas a pound. By this time, the imports 
from Japan had been 257 million yards against 135 million in April to August 
1931, with an average value of 2·3 annas a yard against 2·6 annal'! in 1931. 
But in this trade it is prospects and forward busitle8s that are most important ; 
and that the action taken in August was timely is shown by the fact that the 
considerable imports which came forward in the following four months had 
an average v!ilue as low as 2·03 annas a yard or 78 per cent. of the 1931 
average. Th" eiTect of the increase of duty, coupled with the fact that imports 
made or contra{:ted for before it had been made must have left fairly large 
stocks in l1and, has been a steady decrease in i!nport!l so that in January 
the duty taken on non-British piece-goods was only seven-tenths of that 
taken, at the same enhanced rates, in September. 

·:u. In close connection with cotton piece-goods I must mention artificial 
silk goods and mixtures. In spite of the great enhancement of the duty 
(from 20 per cent. to 50 per cent. and 34Jths per cent .. respectively) nnd in 
epite of a striking reduction in the value of Japanese good!!, the total values 
of imports have increased. 

We now estimate receipts from artificial silk goods nt 130 lakhs for the 
whole year and mixtures at about 20 lakhs, as compared with earlier 
estimates of about Rs. 70 lakhs and Rs. 13 lakhs respectively. 

35. Other special head-. under ;hich revenue receipts have been most 
satisfactory are the new duties on raw cotton and machinery. Our estimate 
of revenue from the- <lutv on raw ('Otton is now 62 lakhs against our original 
budget. estimate of 32 lakhs. Similarly, in regard to duties on machin£'ry we 
now anticipate a revenue of 115 lakhs against our lmdget estimate of one 
crore. 

36. ld against thel'le satisfactory results I muilt comment on the main 
heads "·here we have fallen far short of our estimatl's. Sugar is the moRt 
important item. In this cnlle we now only expect an import of about 43.i,OOO 
tons producing duties, incluO::ing land customs receipts, of Hs. 7 · 80 crores 
again11t the budget estimate of 550,000 tons ancl about 10 crore!l 
respedively. The development of sugar mawlfacture in Indi11, though 
aatU.factory in itself, ~. as I have already noted, making a very serious 
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hole in our revenue. The duty at present works out at something like· 166 
per cent. ad valorem, and it is therefore obvious that if purchasing power 
which was once put into sugar is diverted to some other commodity paying 
lower rates of duty, the revenue must be a heavy loser. If, for example, 
ll crores ar~ spent on sugar machinery including the 10 per cent.: duty, the 
revenue gets about 13! lakhs. On the other hand if I! crores are spent on sugar 
including duty, the share of the revenue in the total purchase price is about 
93 lakhs. 

37. Silver, again, has failed t~ come up to our e~pectations, and it is dear I 
now that we cannot rely on any appreciable imports of any precious meta]s 
as long as the present depression continues. 

38. Motor cars and cycles have shown heavily reduced figures and we 
now estimate receipts at 60 lakhs only against 80·63 lakhs budgetted and 
actuals of 95·01, 72·31 and 63·20 lakhs in three previous years,-despite the 
increases of the rate from 20 per cent. in 1929-30, when the duty was 95lakhs 
to 37.1 per cent. in the current year. We have carefully: considered represen• 
tations that this is due to the operation of the so-called law of diminishing 
returns, but have not been able to satisfy ourselves that this is the case. 
The use of motor vehicles has not diminished in anything like the sam~ 
ratio : our estimate for this year for the motor spirit duty (customs and excise) 
is 4,30 lakhs, equivalent to 258 lakhs at 6 annas a gallon which was the rate 
in force in 1929-30, when these duties yielded 298 lakhs. It is very obvious 
that apart entirely from any enhancement. of duties, a period of acute 
depression will affect what I may call capital expenditure more than recurring 
expenditure, and this factor must be particularly noticeable with motor 
vehicles, the number of which on the road was probably excessive before 
the depression came. .. . 

39. Of the taxes on lttxuries, the most important (apart from silk and 
artificial silk piece-goods) fall on articles which are such as I have just 
described as representing recurring ex:penditure,-that is to say, goods that 
are consumed on being taken into use. The principal such items are liquors, 
tobacco and spices and betelnuts. The yield of the tobacco duties which we 
now estimate at 125 lakhs, has been greatly reduced as a resul~ not of 
decreased consumption, but of the transfer to India of the manufacture of 
many brands of cigarettes tha,.t used to· he imported : we still get the duty 
on such imported leaf as is used in making these brands, but that duty ~s much 
lower than the corresponding duty on cigarettes. Liquors are standing up\ 
pretty well: the heavy increases of duty and the general depression have 1\ 
reduced consumption heavily, but those very increases serve to bring up 
the estimated yield for the year to a figure not far short of the actuals in 1929-30 
and 1930-31. Betelnuts and spices, which have a duty less severe in its 
ad valorem incidence, have been very successful items; any decline in imports 
has been much more than set off by the increase in duty Pates and our revi~:~ed 
estimate for these two heads is 76 lakhs against actuals of 46 and 37 lakhs 
in 1929-30 and 1930-31. 

Analysis of Revenue and Expenditure estima.tes-1932-33 and 1933-34. 

40. I have dealt at some length with certain important factors which have 
played a. part in the current year's results because I wanted to make clear 
what sort of considerations we had in mind in framina our estimates and in 
deciding what pro:posal~ tQ put forward. · o 

0 
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It must be clear from what I have said that to esti!llAte revenue for nl'xt 
year-particularly customs revenue-is, in view of the completely uncertain 
and abnormal conditions, a task of quite unprecedented difficulty. Indeed 
I may say that accurate estimation is impossible. In these circumstanres 
and for the reasons which I have explained, we have thought that the 
most reasonable course is to assume that the general position next year will 
be the same aa for the current year, neither better nor worse, and in particular 
that India will be able to maintain the same purchasing power for commodities 
imported from abroad. 

41. Ovsto?M.-The assumption, however, that the value of imports will 
be maintained does not necessarily imply that the value of the import duties 
willlllso remain the same. 

I have already explained the spe<+ial position as regards sugnr, showing 
how the present development of the Indian industry is affecting our revenue. 
On these considerations we think it nece.~sary to allow for a drop of one crore 
in receipts from the sugar import duties which will not be offset by any inerealle 
under other heads. 

In regard to cotton piece-goods also, for reaso'us which I have explained, 
we think it necessary to regard the revenue from import duties--at least on 
Japanese goods-as to some extent abnormal and not likely to be repeated. 
Here therefore we have allowed for a drop of 30 lakhs. 

As against these reductions we have thought it safe to count on a small 
revenue (25lakhs) from silver imports--because.having closed the gap in our 
land customs line on the Burmese frontier, through which a large trade in 
silver from China. was suddenly developing in the course of the last year, we 
think it reasonable to expect a moderate resumption of dutiable imports. . 

}laking allowance for these and other minor varia.tions, our customs 
1evenue estimates for next year are put at 51,25 lakhs showing a reduction 
of l04lakhs from the revised estimates of the current year. · 

The position as regards net receipts may be summarised as follows :
Revenue (I~akhs). 

· Budget Estimate, 1932-33 • 52,31· 27 
Revised Estimate, 1932-33 • 52,28·55 
Budget Estimate, 1933-34 • 51,24·60 

42. Income Ta:e.-In our estimates for income-tax we are as in the case of 
customs making the assumption of a repetition of the current year's results. 
On this basis we should have receipts of 17,70 lakhs next year to which must 
be added 53 lakhs representing the tax on official salaries in regard to which 
the exemption hitherto enjoyed is, according to our proposals, to be removed 
concurrently with the reduction in the cut in pay which we proposed. Tho 
total estimate is thus 18,23lakhs out of which it is reckoned that the 25 per cent. 
surcharge will account for 3,50 lakhs, and the tax on incoll\es below Rs. 2,000 
for 70 lakhs. 

The position may be summarised as follows:-

Taxe& on Incame. 

Budget Estimate, I 932-33 
Revised Estimate, 1932-33 • 
Budget Estimate, 1933-34 

Revenue (Lakhs). 
18,73·38 
17,70·00 
18,23·00 
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43. Salt.-The results for the current year justify us in anticipating the 
continuance of conRumption at the present level. \Ve have, however, now 
cxbaw;ted the special temporary acceleration of receipts resulting from the 
extinction of the salt credit system which was one of the features of our 
emergency financial plan of September 1931. This produced a special addit~on 
to our receipts during the current year of as much as 150 lakhs. Allowmg 
for the disRp1Jearance of these exceptional receipts, the net revenue from salt 
will be 7,58 lakhs. 

The position as regards net receipts may be summarised as follows :-

Budget Estimate, 1!:132-33 
Revised Estimate, 1932-33 
Budget Estimate, 1933-34 

Lakhs. 
Revenue. Expenditure. Net. 

9,43·40 
10,38·00 
8,75·00 

1,15·69 8,27·71 
1,14·77 9,23·23 
1,16·96 7,58·04: 

44. Opium.-The revenue under this head is being gradually reduced owing 
to our declared policy of reducing exports. It is also subject to unexpected 
variations from year to year due to changes in the actual requirements of 
}'oreirrn and Colonial Governments within their a.llotted quota. This latter 
facto; accounts for 34 lakhs out of the drop of 38 lakhs in the revised 
estimate. 

The position as regards net receipts may be summarised as follows :
Lakhs. 

Revenue. Expenditure. Net. 
Budget Estimate, 1932-33 1,32 ·63 71·62 61·01 
Revised Estimate, 1932-33 94·92 86·36 8·56 
Budget Estimate, 1933-34 1,20·05 57·36 62·69 

45. Service of Debt and Finance heads.-It will be convenient if I deal 
with the service of Debt and the other Finance heads together. 

In the first place, as regards interest payments, the reductions shown 
are satisfactory, namely, 204 lakhs as compared with 1931-32 and 51 lakhs 
as compared with the revised estimate for Hl32-33. I must however explain 
that the full result of the conversion operations recently undertaken is not 
yet revealed. The results indeed of the httcst operation were not known at the 
time our estimates had to be compiled; but apart from this there are other 
special reasons. Although our main conversion scheme has been directed 
to substituting one form of permanent debt for another, the process has 
been a continuous one which is not yet completed, and the first actual result 
in the current year has been to reduce treasury bills held by the public and 
the Paper Currency Reserve by approximately Rs. 34 crores. Current rates: 
for trca~.UQ.' bills had fallen so low that this aspect of the conversion actually J 

rqm':;ents, initially at least, an increase in the interest charges. It must be 
remembu·ed, howe,~er, that this large reduction in our treasury bill 
outstanding;; is not only a sound operation in itself, but by stren~thening 
the Go,~cnunent po~ition enables it to reduce interest rates both'=' for the 
rcmaiuing volume of treasury bills and for its permanent debt. 

A second point which I have to make in explaining the effect of the 
conwrsion operations is that the Government of India is not mainly a 
l•orrower on its own account. The great hulk of the borrowings is under
taken for the R•ilways and through the Provincial Loans Fund for the 
Provinci.~l Governments. 
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. ln the case of the Railways in respect of the whole of their capital outlay 
auet otherwise than from specific railway loans we charge them the averM:e 
rate of interest which we ourselves pay. The total amount of non-specific 
~ebt whl;ch .enters into our calculations for working out the average rate of 
mterest 18, m round figures, 450 crores, and the total Railway capital outlay 
on which interest at the non-specific debt rate is charged is, in round figures, 
300 croree. Any savings from conversion operations will therefore be passed 
on to the Railways to the extent roughly of two-thirds. Bearing these 
two considerations in mind, as the sterling loan and the four rupee loans 
floated during the current year almost exactly cover our total liabilities in 
respect of loans maturing, in the case of sterling in 1932-33, and in the case 
of rupees in 1932-33 and 1933-3!, we can reckon that these maturities have 
been converted at an annual saving in interest of approximately 70 lakhs 
for the rupee loans and 9lakhs for the sterling loan, that is to say, that when 
the temporary effect of the loss due to the reduction of treasury bills has passed 
away, the permanent saving to the railways will be in the neighbourhood of 
63 lakhs, and to general revenues of 26 lakhs. 

46~ Apart from this it must be noted that the conversion operations only 
affect what we call our Ordinary Debt. As regards our so-called ' Other 
Obligations', although we have reduced the rate of interest on Post Office Cash 
Certificates from about 6 per cent. to 4l per cent., the results of this will only 
very gradually be felt, while in regard to the other heads, Post Office Savings 
Bank Deposits and Provident Funds, the interest rates which we allow are 
calculated on· methods which will not show any immediate reduction. In 
fact, as regards the important head of Provident Fund balances, on which 
we are paying interest at over 3l crores annually, the rates which we allow 
will actually show a. slight increase next year, beoause we work on the basis 
of the average rate of the preceding five years, and we are therefore just now 
dropping out years when the interest was lower than it was last year. 

47. There is, further, another special head under which an increase 
has had to be provided, which offsets some of our other savings under 
interest payments, namely, interest on \Var Debt. The House will recollect 
that the so-called Hoover moratorium originally extended to the first of the 
two payments due for 1932-33, and that His Majesty's Government agreed, 
when the moratorium was first introduced, that as they were not making 
payments on the debt due from them to America, they would not themselves 
demand interest on the debt owing from India and the Dominions to them. 
The House also knows that the moratorium was not extended, and that His 
Majesty's Government met the fuU payment on the second instalment due 
in December last. His Majesty's Government have, however, agreed 
not to demand any payment due at the present time from their own 
debtors-India and the Dominions-pending a final settlement of the War 
Debt question. How that will be settled no one knows, but I hope that it will 
be in a manner which will bring relief to the debtor nations, for I believe that 
the world's trade cannot flow in its normal course, nor can any country settle 
down to normal economic life, so long as these huge international obligations 

E
ntinne aa disturbing factors. For the present, however, we have to take 

account of the fact that the debts exist, and we have made provision in the 
current year for the second instalment of interest due in December, and for 
next year on the ·basis of a full year's payment. For the current year the 
instalment due, but not demanded, has been debited under the interest head 
&nd credited to a. BUSpense account. The amount, however, for which we are 
making provision next year, has been reduced becaua& we have though~ 
it reasonable to asaume that, pending a comprehensive settlement of Ute 
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question of War obligations in which India's War Loan liability will possibly 
be i."lcluded, His Majesty's Government will at least give us the benefit 
of a reduction in interest rates corresponding to the reduction which 
they have achieved by converting the British 5 per cent. War Loan. At 
the same time we have made provision for repaying by equated annual 
instalments over a period of 20 years our War Loan liability outstand
ing at the end of the current ~ear including the arrear interest for a 
year suspended under the Hoover moratorium. The combined effect of 
this last-mentioned provision and of the reduction of interest rates is that the 
full provision for next year is £658,800 against a liability of £836,000 under 
the original arrangement. I must point out however that for Hl32-33 we 
have only had to provide for half a year's interest at the. higher: rate, 
namely, £418,000; so that under the new proposal interest charges are 
increased by £240,000 or Rs. 32 lakhs. 

, While we are making provision for this amount it must be noted that we 
. are not allowing for any receipts under the head of reparations, for these 
remain suspended under the Lausanne agreement. 

We can only hope that these matters will be settled in a fair manner 
during next year and that possibly the settlement may leave us in possession 
of a margin. This is one. of the favourable possibilities for the future. 

The net result of the factors affecting Interest payments~ some of which 
I have just explained, is that interest charges show a net reduction of 2,04 lakhs 
as compared with the actuals for 1931-32 and 51 lakhs as compared with 
the revised estimates for 1932-33. · 

. 48. The other items which may be classified as ' Finance head~ ' are 
the provision for Reduction and Avoidance of Debt and the net revenue from 
Currency and Mint. Under these heads there is no striking change as compared 
with the revised estimates. The provision for Reduction and A voidance of 
Debt is put at 688lakhs for next year as compared with 684 for the current. 
year. The amount is arrived at automatically according to the present 
convention which is well known to the House. An important point to note: 
is that it is a substantially heavier burden now than it was in the period of 
prosperity from 1923 to 1928-in fact, it ~ 2! crores more than the annual 
average for that period. · 

· 49. As to Currency and Mint, the receipts under this head automatically 
go down when the rate on treasury bills falls. We are allowing for a net 
reduction of 61 lak.hs a.s compared with the revised estimate for th~ current 
year. 

50. It will be seen from what I have said that as regards Finance heads 
there is no great change compared with the revised estimates .for the current 
year. Net. interest charges are down by 51 lak.hs, Reduction and Avoidance 
of Debt is up by4 la.khs, and the net revenue from Currency and Mint is down 
by 61 la.khs. Interest receipts show a small decrease of llakh. There is 
therefore a. net deterioration of 15 la.khs. 

51. Commerci.dl Dep{zrtments.-l now turn" to the remaining important 
factor-receipts from Commercial Departments. So far as the Railways are 
concerned I need say litUe. We take credit in our budget for full interest 
payments, although, as the Honourable Member for Railways has explained, 
these can only be met by trenching on the unspent balance of the allocation 
for depreciatiQn. 
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· Aa to the Posta and Telegraphs, the position remains, I fear, UllSatisfactory. 

The net loss on working account, which has to be carried in our budget, for 
next year is put at 57 lakhs as compared with about 48 lakhs in the revised 
estimate for the current year. This increase of 9 lakhs in the loss allows for 
an extra charge of 27llakhs on account of pay due to the proposed reduction 
in the cut and 15 lakha on account of increments. As a small increase of 
8 lakha in revenue has also been assumed, net economies of 25 lakhs have 
accordingly been achieved in other directions. 

52. Expenditure p08itaon.-Having thus dealt with the position as 
regards Tax revenue, Finance heads and Commercial departments, I must 
now turn to consider the main heads of expenditure, Civil and 1\lilitary. 
n is this expenditure which abovd all needs careful watching, and I have 
no doubt that, now that our main retrenchment campaign is concluded, 
Honourable Members of the Legislature will feel it to be especially their 
function to satisfy themselves not only that we have carried out our 
promises, but also that we are not relaxing our efforts to achieve 
economy. With that I entirely agree, for I have always taken the view 
that the pressure for economy must be continuously applied and should 
not be allowed to become a process of violent energy at one moment to be 
followed by a period of lassitude and relaxation continuing until a new 
emergency arises. If, in giving an account of the present position, I am led 
into very small details, that is a reminder of the fact that it is only by 
painstaking attention to every detail that expenditure can be controlled. 

53. Civil Expenditure., 1932-33.-The budget estimate of Civil 
expenditure for the current year (1932-33), i.e., excluding military expenditure, 
expenditure on Commercial departments and Deot services, was 20,65 
lakhs. Our revised estimate now gives the figure as 20,89lakhs. There is 
thus an apparent increase of 24 lakhs. But a closer examination shows that 
this increase does not denote any increase in real expenditure, and, indeed, 
that the economy in recurrent expenditure has been greater than that 
which we promised. The figure of expenditure as shown in our accounts 
has had to be increased because special items amounting in all to 68} la.khs, 
but the great bulk of which do not denote real expenditure, have had to be 
included. 

54. I can classify these items as follows:-
(a) Items which merely appear under expenditure heads in the accounts, 

but are not expenditure in the ordinary sense. These come to 
a total of 40llakhs. The details are as follows :-

(1) Increase in the share of Customs revenue payable to the 
Travancore and Cochin Darbars. This is unavoidable 
under the terms of the agreement. It is not really 
expenditure, but rather a deduction from revenue 2 

(2) Extra payments under Opium. This is necessitate4 by 
the fact that the yield of the crop was unexpectedly 
high. The opium has to be purchased from the cultiva. 
tors, but of course the cost will all be subsequently 
recovered • • • • 151 

(3) Increased expenditure on fumigation of imports of 
American cotton. The whole of this cost is recovered 3J 

(4) Carry-forward of certain expenditure from 1931-32 to 
1932·33 (Aerodrome works at Juhu and cost of currency 
note forms) • · 3l 
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· ·(5) Increase in tlie net expenditure under Survey of India and· 
the Indian Stores Department owing to short recoveries 
due to financial stringency and general trade depression. 
This item does not represent increased expellditure, 

, · but as the amount of this grant in the budget is the 
net amount after deducting recoveries, this net amount 
is increased if the recoveries are reduced 4! 

(6) Payments to local Governments on account of re-allocation 
. of leave and pensionary charges of officers lent by them 

to the Government of India and re-classification of 
certain other charges (port quarantine charges, etc.) as 
central . . Ii 

Most of this merely represents the discharge of a liability 
already accepted. The potential liabilities . under this 
head are now practically exhausted. 

(b) Special non-recurring items. These account for a total of 17 lakhs 
and are made up as follows :-

(1) Provision for the annu~l Research Grant to the Imperial 
Council of Agricultural Research not included in the 
original budget. This grant was suspended as part of 

· the economy measures. As, however, a surplus is 
available on the 1932-33 budget, it was decided to 
recommend a special grant out of this surplus to the. 
Imperial Council of Agricultural Research, which will 
increase their balance to a sum sufficient to provide 
for the completion of all the projects which they 
actually have in hand. A motion for a supplementary 
grant to cover this item will be moved in due course. 
The regular annual provision of this .5 lakhs still 
remains suspended . 5 

(2) Increased terminal charges on pensions including com-
. mutation payments. These charges iu excess of our 

original estimates had, of course, to be met • • . 12 
(c) Items of special unforeseen e:X:penditure. These amount ~nJy to 

the small sum of 11 lakhs. The following are the details :-
(1) Expenditure on staff and roads in connection with the 

K.hirtar Canal colonisation scheme l 
(2) Expenditure on account of the special session of the 

Legislature in November • 11 
(3) Expenditure on account of the third Round Table Con

fercuce, the Ottawa Conference and the Capitation 
Tribunal 4.! 

(4) Expenditure on repairs necessitated by flood damages 3! 
· (5) Other minor items . 1 

55. As the special items to which I have just referred amount to 68! lakhs, 
and. a.s the total accounts expenditure for 1932-33 shows, as I have explained, 
an mcrease of only 2! la.khs, it follows that under the other heads of real 
expenditure we shall have achieved during this year economies of 45 Iakbs 
~ore than we promised. It may be remembered that in my budget speech 
1n March last (paragraph 3!) I stated that, broadly speaking, against a total 
retrenchment in expenditure of 499 lakbs recommended by the four civil 



sub-committees, Government had achieved economies of 433 l&khs, or nearly 
87' per cent., before allowing for terminal charges which the committees did 
not take into account. The resulta according to the revised estimate for the · 
current year which I have just given show that the actu&l economies achieved 
in norm&l expenditure amount to 45 la.kha more than this, that is to say, to a 
total of 478 la.khs, or nearly 96 per cent. of the &mount recommended by the 
retrenchmen\ co~ttees. 

56. Oiuil Ezpendil.ure, 1933-3.J.-Turning to the estimates of expenditure 
under these civil heads for next year, I am glad to be able to report a still 
further improvement. As compared with the current year with ita budget • 
estimate of 20,65 la.khs and the revised estimate of 20,89lakhs, the estimates 
for 193~-3! are 20,53 .lakJ,la, that is tq say," redu,ction of 36lakhs on the current 
year in spite of the following facts ; first, that we have allowed for reducing 
the cut in pay to 5 per cent. thereby incurring extra charges of 28 lakhs on 
these particular civil heads, secondly, that we have to meet the norm&l 
increments in time sc&le pay which still involve an annual addition of some
thing like 15 lakha, · and thirdly, that we have to meet new obligatory 
expenditure amounting to about 17 la.khs, the nature of which I shall shortly 
explain. If all these items are taken into account it will be seen that the 
total of the net reductions otherwise effected under the normal heads of 
expenditure amount to no less than 96 lakhs. Honourable Members may 
say that they are not concerned with this figure but only with the saving of 
36 lakhs actually effected, but I have given these explanations in order ·to 
show how we are continuing the retrenchment effort and what a constant 
effort is required merely t() prevent expenditure from growing. 
• · 57. I must now explain the nature of the items which go to make up the 
161 lakhs of new unavoidable expenditure as shown in the accounts to which 
I have referred. 

(1) Further increase in the share of Customs revenue payable 
. to th~ Travancore and Cochin Darbars. 

This, as already explained, is not really expenditure but a 
transfer of revenue under the existing agreement I 

(2) Additional expenditure on income tax staff in Bombay 
. necessary in the interests of revenue • ·• • • I 

(3) Further expenditure on staff and roads in connection with 
the Khirtar Canal colonisation scheme • • • 1 

('U Expenditure under Police on construction of police quarters 
and rearmament of police • • • • • • 1 

(S) Increased charges under Political on account of re-equipment 
of police, maintenance charges of buil<J,ings, replacement 
of a motor-car, additional establishment for Gyantse 
Trade Agency and land compensation charges 1 

(6) Grant for S11gar Re3ea.rch ll 
('7) Additional expenditure under Aviation for works and at.aff • 1 

. (S) Cost of com.pil~tion of inter-provincial trade statistics • 2 
(9) Cost of new civil works, vi:., improviilg the roadway on the 

J11mna bridge and Sibi water supply scheme • . • 41 
( 10) Lu·np provision for the Joint Select Committee ll 
(11} Othel petty items (incl11ding abo11t l for meteorological 

facilities for Karachi-Madras air route) • • • • ll 



25 

It will be seen from this list that most of these items are beneficial expenditure .. 
'The largest of them-which I specially wish to mentio~-is a provision of 
2 lakhfl for improvement in our statistical ~ec?rds.. ThiS repre~ent.s one s~p 
in a general plan for improving our economic mtelhgence organiSatiOn which 
we are now preparing. 1 

58. !J/ititary Expenditure.--When I turn to the provision for the Military 
or Defence Budget the results are equally, or even more, satisfactory. For 
the current year (1932-33) allowing for the full effects of the 10 per cent. cut 
in pay, the net budgetary allotment was 46·74 crores. For next year the 
net expenditure provided for in the estimates, after allowing for an extra 
charge of 52! lakhs due to the reduction in the cut in pay to 5 per cent. is 
46·20 crores. That is to say although the pay bill is increased by 52! lakhs 
the net expenditure is to be reduced by 54 lakhs. The further economies 
made therefore in other directions amount to 106! lakhs. 

59. It is necessary of course to point out that the provision now made 
is cut very fine, and that to some extent the reduction in expenditure 
progressively effected over the last five years is due to the fall in prices of 
commodities which the Army has to buy. The difference between commodity 
prices as taken for the present estimates, and those prevailing in 1928-29, 
represent a saving on the whole budget of about I crore. H prices were to 
rise again, as in the general interests of the country one must hope they will, 
obviously under this head charges would increase. _ 

I must also point out that this budgetary·provision includes no margin 
for unforeseen expenditure, or for the continuance of the re-equipment 
programme which was laid down in 1928 and which is still being financed 
(to the limited extent which is possible) from reserve3 accumulated under the 
cStabilised military budget system which was then inaugurated. · . .. 

60. Nevertheless, while these facts must be borne in mind, I "'cannot but 
feel that the reduction in the net military budget fro:n. 55 ·10 crores (including 
the Territorial Force grant) in 1929-30 to 46·20 crores in 1933-34 is a very 
satisfactory achievement. There are some ungenerous critics who, when 
they see large savings effected in public expenditure, are inclined to say that 
that only indicates how extravagant was the original provision. I must 
indeed confess that I make it my business, as Finance Member, to be 
perpetually telling the spending departments something very much on these 
lines. But, in the case of the economies effected in the last two years by the 
officers of the Army from the highest downwards, I know that a great part of 
their work has been, not the elimination of unnecessary or wasteful expendi
ture, but the giving up of cherished schemes destined to increase the efficiency 
of the Army or the amenities for the troops. They have given them up 
without rancour because they recognised the greater urgency in the public 
interest of ~preserving financial equilibrium during these critical times, and 
they have for this reason been wholehearted co-operators with the Finance 
Department in a task which I know has been most distasteful to them. The 
public interest can never properly be served without such co-operation. 
What I say of the Army is equally true of the other departments, and I hope 
that this Assembly will not deem it unfitting that I should take this occasion 
~f expressing my gratitude to them for the part which they have played 
lll our common effort to restrict public expenditure. • 

61. E.r~e.nditure Position. Summary.-The net result is that as regards 
the two mam fields of administrative expenditure -the Civil heads, excluding 
~xpenditure on Commercial departments and Debt services, and the Defence 



budget-the budgetary provision for nen year comes to a total or 
66•73 crorea· as compared with a total of 67·63 crorea for the current year. 
The total provision haa thus decreased by 90 lakbs in t~pite of allowing for 
extra expenditure of about 80llakhs under both heads due to the reduction 
of the cut in pay to 5 per cent., and in spite of the normal and unavoidable 
growth of expenditure due to increases in the pension bill and to the 
increments accruing under the time-scale system on salaries, which involves 
an increased provision next year of about 20 lakhs. 

I would before leaving this subject like to remind the House that the 
expenditure in these two fields which stands for 1933-3-! at 66·73 crores 
amounted in 1929-30 to no less than 78·82 crores. 

62. The explanations which I have now given show in \\·hat respects, our 
estimates for next year must differ from the revised estimates for the current 
year, although as 1 have explained, we have adopted as a foundation for r.ext 
year's estimates the assumption that the general conditions of the current 
year will be repeated. 

63. I may summarise the :position as follows :-
Rs. lakbs. 

REVENUE- Better. Worse. 
Ou.stoms.- (Reduction due to fall allowed for in 

imports of sugar and cotton piece-goods) • 
Income-tax.-(Increase due to removal of exemp

tion from surcharge on Government servants) 53 
Balt.-(Reduction mainly due to termination of 

temporary increase in receipts on 
.termination of credit system) • 

Opium • . • • • . · 
Finance head.!.-Net changes including addition
. al expenditure of 1 on account of part 

restoration of cut in pay • 
Commercial departments.- Net revenue 
Miscellaneous.- (Reduction of 30 due to no 

provision being includei in next year's 
estimat~afor Gain by Exchange) 

EXJ>ENDITUR»-

.Jiilila'nj.
Oit>il headd.-

(Net reduction effected in spite 
1 of pe.rt restoration of pay cut 

I costing 791 lakhs uniler th~se 
heads as compared with th·3 
NVise l estimates. (This net 

i reduction together with the 
reduction of 5 under Irrigation 
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I 
and Currency and ~lint taken 
on the revenue side gives a 
total reduction of 90 as men. 

l tioned in para. 61) • • 85 

1,04 

1,63 

15 
11 

------
Total 163 338 

64. As a result of the .changes thus summarised the net deterioration for 
ne:tt year is estimated at 175lakhs, and thus the surplus of 217 lakhs shown 
iu the revised estimate for the current year will be reduced to a surplus of 
42lakhs. . 
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The comparison between the_ two years may be thus summarised. 

' Revenue 
Expenditure 

Rs. crores. 

1933-34. 1932-33. 

Budget. Budget. Revised. 

124·52 . 129·96 127·13 

124·10 127·81. 124·96 

Balance ·42 2·15 2·17 

BUDGETARY PROPOSALS, 1933-34. 

65. These :figures are arrived at after allowing for the proposals as regards
pay which were a1mounced in the communique of February 3, and without. 
them we should, on the basis of the retention of .all existing taxes, have
shown an estimated surplus of 97 lakhs. That then is the position which 
I have to put before the House, .and I must now explain what we consider
to be the right policy in this position. 

The cut in pay. 

66. In the :first place I must say something about the proposal as regards
pay which as J have just explained has been allowed for in our estimates. 

Before explaining the details as rE'gards 'its financial effects, I want to 
clear up one point a tout our procedure. We regard this proposal as being an. 
essential part of the budgetary plan. Its justification must depend on the
budgetary position and cannot be discussed without full knowledgEa of that. In 
these circumstances the normal course, and the course which we should have 
thought right, would have been to make the announcement as part of _the 
budget speech, so that Honourable Members might simultaneously know the· 
whole position and the whole plan for which Government sought their approval. 
Unfortunately that course was not practically possible, because ori February 3,_ · 
the budgetary proposals for the Railways had to be put before the Standing 
Finance Committee for Railways, and it was impossible to do this without 
revealing proposals atout the pay cut for Railway officials. We could not 
put forward the Railway Budget on a hypothetical basis, nor could we feet 
it right in the special circumstances of the present case to treat the Railway 
staff on a basis different to other Government servants. For this reason.. 
we were forced to announce the whole plan which we proposed four weeks in. 
advance of the budget speech. 

67. The precise financial effect of the present proposals has already been. 
indicated. es regards particuhtr departments in my earlier remarks, ~ut I 
think it well to summarise the position. · 

For the Central Government civil services, including the Posts and' 
Telegraphs Department, but excluding the Railways, a restoration of the
full cut in pay for twelve months would cost about 1,22 la.khs. · 

For the Army, taking the officers affected by our cut, it would cost 1,14-
Ll.khs. 

As under the original plan the 10 per cent. cut was to apply to all pay
earned up to }{arch 31, 1933, and as salaries are a.lways paid on the first day 
of t~1e month following that in which they are earned so that l\larch pay is. 
debited to the accounts only on April1, there will in any case be one month. 
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oof the full cut. included in the budgetary expenditure of the financial year 
1933-3-l. Therefore any reduction in the cut for next year only affects eleven 
months' pay borne on the 1933-3-t budget. 

To reduce the cut in pay to one-half for eleven 
months means on the Civil side 

.and on the Army side 

'The total cost therefore is • . 
As against this the Central budget will recover as a 

result of the withdrawal of the exemption of income-tax 
surcharges and the tax on incomes below Rs. 2,000 from 
Government officials-not only officials paid against the 
Central budget, but officials of the Railways and officials 

.serving under the Provincial Governments-a net 
increase in income-tax receipts of 

The net cost of the proposal to the Central Govern
·ment is thus 

55llakhs . 
52llakhs. 

108lakhs . 

53 lakhs*. 

55 lakhs. 
68. The considerations on which this proposal has been put forward by 

the Government of India are first, that it represents the maximum concession 
which the financial situation justifies, and secondly, that there are very strong 
-reasons for going as far as the maximum which is justifiable. 1 do not propose 
now to go into all the arguments or to anticipate what may have to be said 
'hereafter in the course of debate. I can explain Government's position in 
this matter very simply as follows. 

69. In the first place I must recall what I said when introduring the 
•original proposals in September 19:n. We hoped then that the emergency 
-with wbich we were called upon to deal was a temporary one, or at least that 
the degree of intensity which made the imposition of these extreme measures 
necessary would have passed by March 31, 1933. The cut in pay was thus 

-definitely intended to be merely a temporary measure justified only by an 
extreme and, as we hoped, temporary emergency. It was essential to make 
this purpose clear., and .I therefore stated as one of the main conditions that 
the cut 

" should be of a temporary nature not extended beyond the need of the 
present exceptional emergency. Its justification is in the need 
for a common sacrifice in a national emergency." 

Further, in summing up the position, I again said: 
" It must be clearly explained that there is no intention that they 

should remain operative beyond 1\larch 31, 1933. They will 
not be continued beyond that date without fnrthf'r examination 
of economic conditions •••••.•. " 

We bave acted cxact.ly in accordance with the intention thus indicated. 
'\Ye have very carefullv reviewed the economic conditions, and we have arrived 

· :at the definite conclu-sion that while we can t.ake the risk of making some 
Teduction, nevertheless an emergency continues sufficient to make it impossible 
to restore the whole of the cut. 

•Nou.-The actual inerease in income-tas paid directly by officials ia 67lakbJI, but the 
Det gain ia only 63 lakha. The explan11tion of thia is that, for •r·ecial reat10ns. the value 
-of the exe nptiou in thlt case of Railway officials waa previously hcing paid to Govern· 
liD&Dt by the Railway aJminiatr.o!tion 1 hia amounla tu U lakha. and of course when 
the Railwa_,. officials themselves pay the tax, the Railway administration will cease to 
make this payment. 
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That, then, is the first point which I must make, namely, that we regarded,. 
and still regard, the cut. as a temporary measure. 

The second point is this, that we regarded a cut in the fixed pay of 
Government officers as an extreme measure only to be taken in the very last 
resort after the efforts of all other feasible measures for dealing with the 
situation had been exhausted. Obviously a measure which is thus only
justified in the l~st r~sort ought to be the first to go when any. relaxation is. 
possible. Ou this pomt als<_> I made our purp~se perfectly clea~ m ~eptember-
1931. I said, after expressmg the hope that It would be possible m 1933 tOo 
relax the emergency measures, 

" It is perhaps forecasting events too much to say in what order these
reductions should be made. But there are certain principleS' 
which we conRider must be obsen·ed. Relief must come first 
in restoring the emergency cuts in· pay and secondly in taking off 
the surcharge on the income-tax now to be imposed." 

Therefore on this point also we are acting in accordance with our declared 
purpose. 

70. Now in dealing with this matter I have to make our position clear 
both to those who may think we have gone too far in the present proposalr 
and also to those who may think we have not gone far enough. 

I will deal with the latter first. To them I w.ould say that we have acted 
exactly in accordance with our declared purpose and that we have gone to the
maximum extent that we considered justifiable. It must also be remembered 
that in deciding our policy we had to take into account not only the budgetary. 
position of the Central Government, but also that of the Railways in which 
we are directly interested, and, further, that of the Provincial Governments. 
who might be affected by our example and whose financial trou.bles react upon 
both the CentralGovernment as theirbankers,asalsogenerallyupon the finan
cial position of India as a whole. Taking into account these \vider implica
tions we f~lt it to be absolutely clear that we could not go further at present 
towards the restoration of full pay than the half measure which we have 
proposed. 

71. To those who may think that we have gone too far, or that we ou(Tht 
not to have taken this step in priority to relaxation of measnres of taxati~n .. 
I wish particularly to emphasise that this must not be regarded as optional 
expenditure to be weighed in the balance against other possible
demands on the public funds. Government is not really meeting its full 
obligations as long as it is not paying the fixed rates of pay of its officials
rates, moreover, which in certain cases are guaranteed by the Government 
of India Act. Government is therefore bound to regard the task before it as
one of producing a balanced budget after including full pay to its servants. 
In fact there is only one criticism which we could regard as relevant 
and valid, and that i'i if it could be maintained that the proposed remission. 
goes further than financial conditions warrant. In this connection I would 
remind them of one very important point which I have brought out earlier 
in my speech, namely, that in spite of the actual addition of Rs. lOS lakhs 
on the expenditure side which this proposal involves or excluding the, 
Posts and 'Ielegraphs Department 8vl Ia.khs, we are able to show a 
net reduction in the Civil and Military expenditure of Rs. 90 lakhs. This 
fact alone should answer many criticisms. Apart from that, as regards
financial justifi~ation, the action now proposed must be judged bv the results._ 
"l1at we hope is that conditions will so improve during the next year that it 
may be possible not merely to avoid retracing the step now taken, bnt to take 
the further stt>p of restoring full pay and after that making a start in reduciDg_ 
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-the burdens of taxation. P.eyond the expression of Ruch a hopt> it would be 
T&!!h to go. 

72. I may add one final point for consideration by critics who may think 
this rrorosal.unduly favourable to the Servict>S, nanlt"iy, the signitic~nce ·of 
-our havmg m our proposals coupled a reduction of the cut with the 
removal of the income-tax exemptions. We felt it to be important to get 
rid as soon as possible of the position in which Government officials 
•ere treated as a special class as regards taxation, and subjected 
to special burdens in lieu of some of the burdens of taxation falling upon 
ordinary citizens. Honourable Members who critici~ our original proposals 
·were always very ready to calculate the exact value of these exemptions. 
I trust that they will be equally ready to recognise what the burden of their 
removal means. For officials on the highest rates of pay it means that they 
benefit very little from the present proposal ; in fact, for officers earning 
"Rs. 1,500 per month and over, the surcharges amount to from 2l to nearly 41 
per cent. The greater part of benefit is felt in the lower grades. The final 
result in any case is that Government officials are still subjected to a very 
special burden, for they have to suffer not only the heavy burden of 
-ordinary taxation but are further penalised by a special deduction of 5 per 
·cent. from their salaries. -

73. There is one consequence of our proposals which must have struck 
.all Honourable Members. So far as the net burden to the Central Government 
is, under these proposals, mitigated by the recovery of full income-tax 
.surcharges from Government officials including . those serving under the 
Provincial Governments, it may be argued on behalf of the latter that it is 
inequitable that we should thus for our own benefit convert a deduction which 
was formerly treated as a cut in pay into a deduction in the form of income-tax. 
We cannot admit that such a result would in any sense be improper, for it 
follows nece..qsarily from the present constitutional position as regards taxation, 
.and we would regard it as a very dangerous precedent to admit that the 
Central Government may have to give up the proceeds of taxes on the ground 
that they are borne by officers serving Provincial Governments. Nevertheless 
so lonu as an en.ergency justifying a cut in pay persists it must be admitted 
that the circumstances are exceptional, while, having regard to the sequence of 
events, it must be recognised that there is some ground for the feelings of 
Provincial Governments. \Ve desire within the limits of our resources to take 
account of these special considerations, and if the financial results for the 
year prove that . it is possible, we intend in due course to put before the 
Legislature proposals that, in the case of Provincial Government11 that can 
satisfy us that they are in unavoidable defi~it, special grants shall be made to 
themrepresentingtheamount collected durmg 1933-3! from the emergency 
income-tax increa . .<;es now to be levied for the first time on the salaries of 
such of their officials as are still subjected to a cut in pay. Our eRtimates 
show that the total amount involved for all officers in the service of the 
Provincial Governments would be about 36 lakhs. If therefore our budget 
fttimatee are realised we shall be in a position to make these grants. 

7-l. llaving explained the considerations which guided U8 in making our 
proposals about the cut in pay, it will be fairly obvious to Honourable Members 
Tt·hat our general policy in other matters must be. \Ye have treated the 
restoration of the cut as oUr first objective, and the tentative step of partial 
restoration which w~ have proposed rt'presents the limit to which we think it 
we in present circumstan('eS to go. Otherwise the whole carefully balanced 
framework of the financial plan which we introduced in September 1931 mul!t 
~ our view remain undisturbed. The position is sound ; the plan hae worked 
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and proved equal to the emergency; budgetary equilibrium has been restored. 
But the future is still dark with uncertainty. Some of us may feel hopes 
that an improvement is coming. But one canno~ make budget estimates 
or frame financial policy on hope!l. 'Ve are materially better off than we 
were in September 1931 in the sense that we have got the measure of our 
difficulties and proved that our structure is strong enough 'to stand up 
against the storm, at least as hitherto experienced; but there could be no 
more fatal foll v than to weaken that structure before the storm is over, and 
thus jeopardise all the. success which has been achieved. 

75. We therefore think that.the structure must, at least until things are 
clearer, remain unaltered, and I have accordingly no remissions of taxation 
to propose. 

76. We have considered very carefully whether in any cases of customs 
duties a point d so-called diminishing returns has be£n reached, but I am quite 
satisfied that there is no class of ordinary imports in regard to which a reduction 
of the duty would so stimulate the demand as to produce an increase of revenue. 
I have little doubt that in the course of the budget debate questions of this 
kind will be raised, and I can defer a statement of the evidence in regard to 
any particular item until then. We have given special C{lnsideration to two 
very high import duties, those on silver and sugar. As to silver. it might 
perhaps be argued with greater force than in the case of any other article that a 
reduction in the duty might stimulate consumption, or at least that, as we are 
recovering so little duty now, we could afford to risk the_ experiment. ·If 
revenue were the only consideration there is doubtless a good deal in the 
argument. But we had to take other considerations also into account. · 
The internal price, which affects many classes in Ir.dia, depends on the rate of 
the import duty, and any lowering of that would have had a disturbing 
effect. On the whole we thought it to be in the public interest not to introduce 
disturbing factors of that kind just now. •. · 

In the case of sugar it is essential to remember that the pre~ent rate of · 
duty is substantially higher than the maximum protective duty recommended 
by the Tariff Board. It is conceivable that a lowering of the duty might in 
this case stimulate imports of foreign sugar. But just at this moment many 
new factories are being started and for that reason one must hesitate to make 
any sudden change. On the other hand it would be highly imprudent for 
those who are investing money in the sugar business to forget that present 
conditions are more favourable than those on which, according to the recom
mendations of the Tariff Board, they have any right permanently to rely. 
For this reason a due proportion of the profits that are ~rned on the present 
basis ought to be accumulated as reserves, for no right can become established 
to a continuance of the present position. 

7~. As regards . Taxe& on Income, we deplore as much as anybody the 
necessity for a contmuance of the present rates, but all that we can promise, . 
and this we do most sincerely, is that they will not be continued longer than is 
necessary and that all our efforts will be directed to keeping down expenditure, 
and to preparing in other ways for a lightening of this particular burden. 

78. While our general plan is, a.s I have explained, to stand on our present 
position without weakening any part of it, there are three proposals of minor. 
importance which are included in the Finance Bill and which I must now 
explain. 

79. The first two are changes in the import duties on boots and shoes 
and artificial silk goods which can be described a.s revenue measures "With 'a. 
protective significance. Their justification really depends on the com
bination of these two qualities. 
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I 80. Special taxes, goin~ beyond the ordinary 2S per cent. surcharge 
viz., a .s~ifiC: minimum duty on boo~ and shoes and enhanced rates of duty 
on artificial silk manufactures, were unposed on these two classes of articles 
in the Emergency Act of 1931, and these have proved excellent revenue 
producers. We estimate the yield from the duty on boots and shoes during 
the current year at Rs. 27 lakhs, while the year's yield from artificial silk 
manufactures may he roughly estimated at neaJ ly 1l crores. In the revenue 
estimates for 1933-3-1 I have assumed that these two taxes will bring in as 
much revenue next year as in the current year, but.it would not be safe to 
reckon on such a result if the duties were left unchan1ed. I will explain the 
reason for this. · 

81. First, in the case of boots and shoes, establishments have been set 
up in India. for the production of shoes made from imported canvas uppers 
and imported rubber soling sheets. Both of these comtituents pay duty at 
no more than the standard revenue rate, and the result is that by this \"Cry 
simple process of merely assembling in India what are really foreign 
manufacturea the amount of duty paid by importers is very gteatly reduced. 
The Bill proposes, therefore, to apply to uppers for boots and shoes a minimum 
specific duty at half the rate applicable to complete boots and shoes. This 
will do much to safeguard the revenue, while it will at the same time leave some 
slight margin of advantage to the local assembly plant as compared with the 
importer of the complete article. Leather uppers, which in any case could 
not be cheap enough to fall within the scope of the minimum specific duty, 
are excluded for the technical reason that the ad t'alorem duty to which they 
are liable is, owing to the operation of the Ottawa Trade Agreement, different 
from that applicable to other uppers. 

82. I now come to the second group of proposals which relate to ·artificial 
silk goods and to mixtures in which either silk or artificial silk may be included. 
The existing rate for mixtures is, owing to the operation of surcharges, 3-!Kths 
per cent. This item was introduced as providing an intermediate rate between 
that applicable to silk and that applicable to the other textile ingredient, 
whatever it may be, with which the silk is mixed. With the raising of the 
duty on non-British cotton piece-goods to 50 per cent. by the notification 
of last August, a new situation has been created, for manufacturers of such 
goods can escape this special duty by introducing at a trifling expense a very 
small quantity of silk or artificial silk into the warp or weft of cotton goods, 
and thus secure assessment at the lower rate of 34Jths per cent. applicable 
to mixtures-a resul~ which would not only involve losR of revenue but would 
impair the operation of the protective policy of the Government. We have 
rejected a proposal that the mixed rate should be raised to 50 per cent., since 
that would be unfair to all the remaining classes of silk or artificial mixtures 
where the duty is still an intermediate one, and have resorted instead to the 
device of a minimum specific duty. 

· S'J. While a change in the duty on mixtures has been necessary for these 
reasons, it has also appeared desirable to us to guard against any falling off 
from the verv satisfactory revenue that we have been receiving from the 
higher ad wlorem duties on pure artificial silk goods, the imports of which 
are 99 per cent. Japanese. Such losses might occur either through a further 
fall in prices of Japanese goods, or through a decline in the volume of imports. 
'Ve are also not able to leave out of consideration the possibility that to some 
extent competition of these goods, no le.'!S than of mixtures, when imported 
at v_ery cheap rat~, may impair the ee:ectivencss ot ~he epecial protective 

· dut1es on cotton ptece-good.s. Here agam merely to raiSe the ad valorem rate 
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would not only be a dangerous device from the revenue point of view, but 
would also be unfair to the manufacturers of the more expensive article in 
countries other than ,Japan; and for both these reasons we have in this case 
also resorted to the device of a minimum specific duty. 

84. The duties which we propose in bot.h these cases have be~n carefully 
worked out· in the light of the objectives to be attained, and they are 4 annas 
per square yard for pure goods and 2 annas 3 pies for ~tures. _ 

(I may here note that in the case of both these proposals no distinctio!l
is made between silk and artificial silk. I have already explained why thi& 
must be so in the case of n..ixtures. In the case of pure goods, although the 
arguments in favour of imposing the specific duty for pure artificial silk goods 
do not apply to pure silk goods, nevertheless in practice it is highly unlikely 
that the duty which we have proposed will ever come into operation with 
silk goods ; while it is desirable on administrative grounds to maintain the 
duty on silk goods and artificial silk goods at the same level. We are therefore' 
nominally extending the minimum to silk goods also. We do not think that 
these specific duties should be applied to fents, which, as in the case of cotton· 
fents, will remain liable to the ordinary ad valorem duty.) 

The value per square yard of the classes of piece goods concerned can only 
be estimated, since the trade is recorded in linear yards, but on the best· 
estimate that can be made we calculate that with present prices the ad valorem· 
incidence of the proposed duties will, in the case of pure artificial silk goods,. 
be 100 per cent. on the Japanese and from 26 to 32 per cent. on others ; while 
on silk and artificial silk mixtures the average incidence -will be 47 per cent. 
on Japanese goods and from 32 to 36 per cent. on others. In regard to mixtures· 
I would remind the House that we are here mainly concerned with a possible
abuse of the mixture definition so as to 'pass off what should really be called 
cotton goods as mixtures, in which case the ad valorem incidence of"~he specifi<t 
duty would be very much higher. 

Finally, I may say that we are making one more slight change and taking 
this opportunity to round off to 35 per cent. the present duty on mixtures. 
which, o-wing to the operation of the two surcharges, has reached the uncom+ 
fortable figure of 34iths per cent. 

85. The last of the three small changes which, as I have explained, we 
are pr-oposing in the Finance Bill is designed to benefit not the Central but 
Provincial revenues. The House will remember that the stamp duty on cheques. 
was abolished with effect from the 1st July 1927 on the recommendation of 
the Currency Commission of 1926. It was hoped that the abolition of the duty 
in India would lead to a wide adoption of cheques as a means of payment and 
thereby to a desirable encouragement of the banking habit. The actual 1 

result>, however, have not been encouraging, and from enquiries made the 
Government of India believe that the remission of the duty has not had much 
effect. The report of the Indian Central Banking Enquiry Committee tends 
to confirm this belief, as it found that the most serious obstacle to th~ 
growth of the cheque habit in the country was the illiteracy of the people. 
\Ye therefore felt that we had no strong grounds on which to resist the demand 
which has been pressed upon us by various Provincial Governmenta that the 
stamp duty should be reimposed in order to help their revenue, and we have 
accordingly somewhat reluctantly agreed to propose a reimposition of the 
duty for a limited period of three years. In order to allow due notice to
~a.nks and the public the change will, according to our proposal, only come 
J.nto effect on the 1st July 1933. A provision for this purpose is included in. 
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-the Finance Bill. The legislation must be central but the proceeds will be 
~.vided among the "Provinces. 1f"e estimate that the proceeds in a full year 
will be about seven lakhs of which the greater share will go to Bombay and 
Bengal. . 

86. Way.t a1lll M eans.-1 must now turn to a review ol the Ways and 
Means position for the current year and the next. 

The outstanding features of the year have been the sensational 
improvement in our credit both in England and locally, which enabled us to 
lund a much larger amount of our loan commitments than appeared possible 
when I mad~ my budget speech last year, and the strengthening in our currency 
Teserves which has been possible as a result of the improvement both in our 
-credit and in sterling exchange. 

· 87. I will deal first with the latter. In my budget speech for 1932-33 
I showed that one of the first sequels to the currency policy adopted in 
'September 1931 was a large demand for currency in India. This currency 
nad to be supplied,.and though we were able to effect large purchases of sterling 
·we decided that in the first instance the"additional currency should be provided 
by the creation of ad 1wc treasury bills, and that the sterling should be used 
lor other purposes, such as the liquidation of our immediate loan liabilities 
in London. In this way we effected a net expansion of 35 crores against 
treasury bills. At the same time, I indicated that if in the current year we 
~btained more sterling than was necessary for supplying the requirements of 
<»ur Home Treasury and the repayment of sterling loans falling due, the surplus 
would be used to strengthen our sterling currency reserves. This policy has 
been carried out and sterling securities have been substituted on a large scale 
for Trea!!ury bills, the net reduction Qf the latter so effected during the year 
.amounting to 14,39lakhs. 

I have already dealt with this question in my broader survey of the 
position as regards gold exports. 

. 88. Loan.s.-In my last budget speech I anticipated that it would be 
possible to reduce the amount of treasury bills held by the public by about 
71 crores from the current resources, and that we should not have to raise 
any loans during the year except to meet our maturing liabilities. I indicated, 
however, that if conditions were favourable we should take the opportunity 
by loan issues to strengthen our position and in particular to fund as much as 
possible of our floating debt. The continuous rapid improvement in our credit 
enabled us to float no less than one sterling and four rupee loans at rates which 
improved from over 51 per cent. to something below 41 per cent. The results 
of the latest conversion loan operation are not yet fully known, and when 
the estimates had to be completed early in February we could only work on 

· guessesastohowmuch would be converted. For the purpose of the printed 
estimates we have assumed that Rs. 22 crores would be converted, and I have 
had to work out all my figures on this cautious assumption, thoul:(h 
this amount had actually already been reached by February 21st. If I 
assume a higher figure, say, 3ll crores, the position is that agai~st 
an originally estimated discharge of permanent debt of 261 crores durmg 
the year we shall be able to discharge nearly 78 crores, and in addition 
to reduce the treasury bills outstanding with the public by 19,5~ lakhs 
as compared with our original estimate ·of 7,51. When the discharge 
of atl lloc treagury bills, to which I have already referred, and the repayment 
of \Vays ani Means advances are included, this n.eans that during the curr£"nt 
year we shall have been able to fund immediate liabilities to the hu6e a mount 
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of 121 crores, as compared' with a budget estimate of 34. The bulk of 
this has been converted into regular loans for which the obligatory maturities 
range from 8 years in the case of the first loan issued last year, to 37 years in 
tl1e case of our latest conversion scheme. The details of these loans are as 
follows :-

1 
_ · . I 

REVISED, 1932-33, 
India. 

4 per cent. 1943 • 
4 per cent. 1960-70 
5 per cent. 1940-43 
5t per cent. 1938-40 

England. 
5 per cent. Stock 1942-47 

.. 

• 

Total 

.. 

Rs.lakhs. 

14,67 
30,00 
24,68 
18,76 

88,11 

12,67 

100,78 

89. Our general programme has also been helped by exceptionally large 
receipts from post 0:ffice cash certificates and savings bank deposits. Though 
the cheapening· of money rates has enabled us to reduce the- yield on the 
former from 6 per cent. to 4! by two stages, th!( latter becoming operative on 
January 1, on which date most banks in India also reduced their rate of 
interest on deposits, no less than 14,35 lakhs was obtained from these two 
sources, as compared with the budget estimate of 7 crores, and an average of 
less than 5t crores for the 5 years from 1926 to 1931. I want to direct 
particular attention to this result on which I have. already commented in my 
general review of the economic position. 

90. Capital Expenditure-Railways.-The Railway capital outlay in the 
current year is now estimated to be 81 lakhs as compared with 4,15 lakhs 
estimated in the budget-this reduction meaning an improvement of 3,34 
lakhs in our Ways and Means position. As against this, the results of normal 
operations have made somewhat heavier demands on our Ways and Means 
position than was anticipated. The gross receipts continued to be dis-. 
appointing, though the fall was largely offset by increased savings in working 
expenses. 

The net result is that a loan of 934 lakhs had to be taken from the 
depreciation fund as compared with the estimate of 759 in the budget. In 
this connection, however, I must point out that the accretion to the depreciation 
fund during the year was 815 lakhs so that the effect of this loan is to reduce 
the fund by oniy 119lakhs, from 14,86 to 13,67. · 

91. Prot'incial drawings.-The provincial drawings have been much less 
than was anticipated when framing the budget, amounting to 564 lakhs as 
compared with 10,62, this being the effect of the policy of the drastic 
restriction of advances from the provincial loans fund to capital works already 
in hand, and the curtailment of these as far as possible. Unfortunately, though 
the position of some Provinces was better than anticipated, others, 
particularly Bengal, have had again to face heavy deficits. 

92. Rn·enue surplus.-It is estimated that the revenue surplus will be 
217lakhs as compared with the 215lakhs originally budgetted for. 
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93. Capilal F. :rpenditure.-I shall have somethin~ to say in my ronrluding 
remarks&;~ re~ards our general policy ~f Capital ex~nditme and ~he possibility 
of expansion m the future. But whatever chan~e m the direction of a more 
expansive programme we may hereafter feel justified in conSidering, it is not 
likely to have apprecia'Lle effects as regards expenditure in the coming year. 
For the purpose of the estimates we are including provision for Capital 
expenditure of 330 lakhs on the Railways and 424 lakhs for loans to the 
Provincial Governments. . • . • 

94. Borrou:i11g programme,1933-3l.-With this reduced capital programme 
I estimate that it will bQ possible tQ effe~t a fqrther reduction of 8 crores in 
our outstanding treasury bills and still have approximately 17 crores available 
to meet our maturing loan liabilities apart from what we may obtain from 
fresh borrowing. This is clearly a very strong position. In making this 
estimate I have allowed for the possibility of drawing to the extent of about 11 
crores on our sterling balance with the Secretary of State. Owing to the 
very large figure at which this balance now stands, such a reduction would 
be quite legitimate. Apart from this I have allowed only for receipts to the 
amount of 840 lakhs from savings bank and cash certificate receipts. This is 
of course very substantially less than the estimated figure of 14,35 lakhs in the 
current year. I have allowed for this decrease because of the reduction in the 
rate of interest to 4l per cent., but this form of investment has now so 
thoroughly popularised itseU throughout India that it is not at all improbabll) 
that our budget estimate will be materially exceeded. 

95. Against these resources of 17 crores our maturing loan liabilities are 
of very modest dimensions. We have the option of repaying the £7 millions 
6 per cent. sterling 1933-35 bonds, and we shall have to deal with any portion 
of the rupee loans of 1929~47, 1933 and 1933-36 which is not converted. On 
the assumption that 30 crores of the latter are converted, we shall only 
require to raise a loan of 4 crores in India, and on the assumption that we 
repay the £7 million sterling loan, we should require to raise only £6 million 
equivalent to 8 crores in London. These figures, however, cannot be regarded 
as more than tokeris. If conditions are favourable in London we might issue 
a larger loan and use the proceeds for strengthenin~ our sterling currency 
reserves, or to repay £10 million 6 per cent .• 1933-3! Bonds which we have 
the option ol repaying on the 15th December. If the conversions on our 
present scheme are larger than 30 crores, the loan liabilities in India will be 
so much less, and we may proceed further with the funding of treasury billa. 

One important point to note is that according to these estimates, and 
without any further loans, the treasury bills outstanding with the public will, 
on our present estimates, be reduced to the comfortable figure of 28 crores by 
March 31, 1933, a very satisfactory reduction from the 841 crorea outstanding 
at the end of August 1931. · 

· 96. Home c:hargea.-Exchange was very steady throughout the year, 
and large purchases of sterling were made from the middle of August. The 
estimated purchases for the year are approximately thirty-nine million ~unda. 
In addition, £715,000 was taken over from the Calcutta Port Trust, bemg the 
baJance of a sterling loan floated by them .. Our requireme1_1~ for the year.were 
£24 millions so that the balance of approximately £151 millions was available 
for strengthening our currency reserves, which I indicated in my last b~dget 
speech as the most approptiate use to which they could be put. I estimate 
that our closing balance in London this year will be £13,400,000, as compared 
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with £15,900,000 last year. This is still a large figure, but I considerit advisable 
to adhere to it, as an alternative source from which we can meet our sterling 
loan maturities should this prove preferable to sterling borrowing. On the 
assumption that we float a. sterling loa.n of six millions, this means that the 
sterling which we will have to purchase in 1933-34 will be £21 million, and if 
further reu¥ttances are obtained, it will probably prove best to devote them, 
as in this year, to the further strengthening of our sterling reserves. 

97. The position which I have thus explained may be summarised as 
follows; but I must repeat that this summary is compiled on the assumption 
that only 22 crores will have been taken up under the February conversion 
scheme. If the results are different from this the figures as regards rupee loans, 
both for the current year and next year will be substantially altered. 

Railway Capital outlay 

-Other Capital outlay 

Provincial drawings 

Discharge of permanent debt 

Discharge of treasury bills

(a) with the public 

Liabilities. 

(b) in the Paper Currency RE"serve 

Repayment of ""ays and Xeans advances 

Loans and advances by Central Government. 

Other transactions 

Resources. 

Revenue surplus 

Rupee loans (net) 

Sterling loans (net) 

Post Office cash certificates and savings bank. 

Other unfunded debt . 
Appropriation for reduction or avoidance of 

debt • 

Depreciation and Reserve Funds 

.Reduction of cash bRlances • 

Budget, 
1932-33. 

4•15 

1·50 

10•62 

.26·56 

7·51 

·26 .. 

·06 

50·66 

2·15 

14·50 

8·00 

7·00 

4•71 

6·82 

·52 

6·96 

50·66 

Revised, . Budget, 
193'2 ·33. 1933-34. 

•81 

1·52 

5·6· 

69·48 

19·53 

14·39 

9·50 

·76 

1·53 

l23·16 

2·17 

80·11 

12•67 

14·35 

3·67 

6·84-

-·91 

4•26 

123•_16 

• 

-

3·30 

1•23 

4·37 

.37·10 

8·00 

·72 

-2·53 

52•19 

•42 

12·00 

8·00 

8·40 

4·96 

6·88 

-·20 

11·73 

52•.19 
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98. I have endeavoured to give the House a fair appreciation of our 

present position. I fear that I have taken a great time, but evt>n so it has 
only been possible to touch superficially ori many important points. In the 
field of finance the outstanding features of the year under review are, first, the 

. re-establishment of budgetary equilibrium, secondly, the great improvt>ment 
in Government credit which has completely translormed the market for 
Government securities, thirdly, the creation of cheap money conditions. 

99. I want to say a few final words on the last two points which are 
closely connected. If we tum our memories hack eighteen months ago to 
that day in September 1931 when I had to introduce the emergency financial 
plan, the transformation is indeed marvellous. At that time 3l pt>r cent. 
paper in India stood at 53 ; now it stands at about 82 ; Indian 3 ~ per cent. 
sterling securities stood at 46; now they stand at about 89. The 1960-70 

1
4 per cent. loan of which we hope to place about 30 crores on our pre~ent 
conversion plan and which stands at about 9! then stood at 62, and at 
that time the idea of placing a long term loan on any terms would have been 

. utterly impossible. Eighteen months ago the bank rate stood at 8 per cent .• 
today it' stands at 3l per cent. and I would remind the house that 
at least as far back as I have been able to trace, that is for 29 years hack to 
1904, the bank rate at this time of the year has never Rtood below 6 per cent. 

Eighteen months ago we had a floating debt of Rs. 84 crores ; today 
it is reduced to 35 crores. Now in all this we have obviously been helped by 
~orld conditions, and of cour8e cheap money is to some extent a sign of low 

. industrial and commercial activity. But making every allowance for these 
factors. the transformation in our position would have been quite impossible 
1lll1.ess our own budgetary policy had been sound. 

100. The maintenance both of Government credit and of cheap money 
conditions is dependent on the maintenance of a sound budgetary position. 
for if Government were to start meeting its current needs with borrowed· 
money, we might not only become unable to borrow that money at cheap 

. rates. but it might also be necessary to raise the bank rate in order to protect 
the currency position. : . , . , 

. ,. ,-:101. I wish,.·moreover, to emphasise how vitally important it is in the 
. interes~ of c0~merce and industry to maintain both these conditions of high 
credit and cheap inoney. Indeed, the one hope amid the present depression 
is that the powei to raise long term loans at low rates of interest will provide 
a stimulus for the revival of capital expenditure ; and that is the only sound 
way by which an exit can be found from the present depression. I know that 
many people hold that the present high rates of taxation, particularly of 
income-tax, are crushing industrial enterprise ; hut I would put it to them 
that nothing is more likely to damage business than a premature relaxation 
of our present measures leading to difficulties and unsoundness in publio 
finance. For this again would lead not only to a loss of Government credit 
and a rise in the general rates of interest, but would almost certainly make it 
necessary in the long run to reimpose taxation at higher rates in order to 
recover the lost ground. If, on the other hand, the Government keeps its 
position strong, and if, as a result of the confidence thus created, the puhlio 
become ready to invest in long term securities at low rates of interest, that 
offers hope of an industrial revival which will soon make it possible to reduce 
taxation. There is no other sound remedy for the present d1sease. 

· 102. Let me say also a few ,.-ords as to Government's own policy in these 
matters. We believe that the time is coming when our own position will be 
so. strong that we can safely. contemplat~ relaxing the restriction on capita) 



89 

expenditure which we have had to impose during the last few y~ars. W~tl~ 
the success of our conversion schemes we are gradually approachmg a penodt 
when we shall be entirely relieved of the embarra.ssmen~ of having to m~et
heavv loan maturities each year. Once that stage Is attamed we shall require
to raise only a very small amount of money from the public each year in order• 
to support 9-uite a substantial programme of capital expenditure.: 

103. But there are certain conditions which will very definitely govern· 
our action. 

In the first place we must adhere to tbe policy of not regarding any· 
schemes as suitable objects for capital expenditure which are not econom~cally· 
sound and productive. In the second place we do not intend to launch out into• 
any programme on a scale which is likely to depress the market for Government 
securities by putting us in the position of having to ask the investing public tO' 
subscribemoremoneythan it has readily available for investment. We are· 
approaching a period when there is more money for investment in Govern·· 
ment loans than we require to raise. That is a very healthy change of· 
conditions from those of the past few years and we do not intend to ilisturb· 
these new conditions. 

104:. As regards the outlets for capital expenditure, these again must be· 
carefully chosen. Contrary to the general public impression, it does not: 
appear that. there are any very urgently needed railway extensions or railway· 
works, for in spite of the restrictions of the past few years, the railways have 
kept fairly well abreast of cw·rent needs. Railways, moreover, must no longer· 
be treated in isolation ; they must be regarded merely as one part of a general' 
system of transportation and communications,.of which roads also are a most 
important feature. At the Conference on Road and Railway policy which iS! 
to be held at Simla on April24:, as announced by His Excellency the Governor .. 
General when he addressed the Assembly at the opening of this session, we shali 
consider the whole problem of financing road . development. Whether any
immediate opening for sound capital expeniliture can be found in connection• 
with roads I cannot yet say; All that I can say is-that the time has coni& 
when we think it right to give these matters our active consideration •. · · 

105. In the matter of our future policy as regards conversion schemes and· 
funding operations, I cannot of course announce any precise plans.• .W& 
have proceeded so far step by step, and at each step we have raised .the level' 
of securities and given to the investors concerned an opportunity to convert; 
their holdings in a manner which has left them a good margin of profit. I have· 
every reason to anticipate that this process will continue, for I believe that,. 
subject always to the maintenance of sound Government finance, we have· 
before us a long period of cheap money and the possibility of seeing securities 
reach a substantially higher level. In this policy we are looking not merely 
to the immediate, but also to the more.distant future. We feel that with the
new constitution approaching we have a special duty to prepare the way,. 
so that the first years ofthe new Government may be freed from embarrassment. 
In particular, we desire to consolidate the position so as to make it possibl& 
to start a Reserve Bank on sound foundations. 

106. And that brings me to the last thing which I have to say. I fully· 
realise that the budgetary plan which I have just announced is not of a natur& 
to stir enthusiasm. It involves a continuance of the grim effort which has 
been sustained during the past eighteen months. But if Honourable :Members: 
look round the world, they will, during the next few weeks, see the Finance
Ministers in every country which believes in sound finance introducing budgets. 
very much of this kind. If they dislike the continuanee of this effort, 1 am. 



. 
aure they will appreciate that I dislike it equany..:and that it must be a very 
great disappointment for me, on this occasion of the last budget of my five
year term, not to be able to take for the first time the pleasant path of 
.relaxing burdens of taxation. But I have felt it necessary to take the harder 
path; and I have at least this consolation. When I first took office, though 
the rest of the world was still booming, it became apparent to me very 

· -early that India was faced with special difficulties, and was destined for 
a period both of constitutional uncertainty, and of borrowing to meet past 
eommitmenta, which would inevitably reduce her credit. But today we have 
ncovered from all that and I think we may feel that India, amidst a 
world which is ftoundering in the gravest trouble and distress, has reached 
a position in regard to her public finance which challenges comparison with 

. that of any other country. That we han been aided both by special fortune 
..and by the strong reserve resources of the Indian people in attaining this posi
tion, I should be the first to admit. But that, while it does not diminish the 
value of the position, only strengthens the obligation which rests upon us to 
make the utmost efforts to maintain it. I would appeal to the House to 
support us both in those efforts and in the fulfilment of what is now our 
guiding purpose-the purpose of leaving to the new Government of India 
a house well stored and buttressed against all the storms which it may 
encounter. 

GEORGE SCHUSTER. 
The 28th February 1933. 

(liPD-8~2(•) fi'-!'/·2·33-1,225. 



' 
STATEMENT .ON THE FINANCIAL .POSITION 

' 

BY 

THE FINANCE MEMBER. 

I rise to make a statement on the financial position and 1on our plans 
for dealing with it, in somewhat unusual and difficult circumstances. 
On the one hand it is necessary that we should not . delay in restoring 
equilibrium bet,..·een revenue and expenditure. On the other hand the 
foundations on which we have to base our estimates are at the· moment 
fluctuating owing to the changes which have come upon our currency 
position in the week which has just passed. .·But the very nature of that 
change makes it all the more necessary that .our internal financial position 
should be sound-for once a country's currency is .cut adrift from 'the 
moorings of a stable standard such as Gold,.it is particularly necessary tG 
avoid getting into any sort of inflationary position resulting from a failure 
to balance current expenditure with current revenue. If we can 'convince. 
the world that our internal budgetary and . monetary position is sound, 
then with our favourable balance of trade we shall be able to pr_eserv" 
confidence in our currency and save the country from those disasters which 
some honourable members who spoke on Satw:day professed to apprehend. 
Therefore we must take immediate steps to ensure clear and solid founda
tions for our internal position. 

But the very fact that the steps must l,le . immediate creates its own 
difficulties. In the first place .we have to present to the· Legislature an . 
emergency plan with very short notice. I can assure the House that. 
we do this with the greatest possible reluctance. We · recognise that 
honourable members may be put to very great inconvenienee by any sudden 
cha11ge in plans, but I am sure that they on their side will recogiill;e that 
we must put the public interests first, and that if the public interests make 
it imperath·e to take a certain course of action, Government ought not 
to he-;it~te to ask the members of the Legislature to make any sacrifice 
involved. Nevertheless, when I have said this, I must also add that, so fat' 
as it is consistent with what we consider to be our duty as a Government. 
we will do cur utmost to meet the· convenience of honoll!'abie members. 
And in this respect I should like to say at the outset of my speeeh that we 
have taken account of the.Iast portion of the motion of my Honourable 
friend the Deputy President which was passed by a large majority in this' 
Ho~se on Saturday, and that we ~e prepared to ;~ct on the suggestion 
wh1ch emanated from the non-official benches in the course of the debnte 
on that motion. · · 

' " ·j• ; '. . 

W c h;n·e to get through .business which we conside1· to be in the 
national iltterest but our desire is to put it through in such a way as 
best t>Uits the convenience of this House. We very mucn appreciate the 
tone and 8pirit in which Saturday's debate was conducted, and we believe 
that "'·e can detect in the attitude of the whole House a desire to take a full 
share of responsibility in the r·re~nt emergency. That here will be 
criticism of some cf our propo.sals I eannot doubt, but I believe that it 



will be fair eritieism-and fair and honest eriticism we shall ahrars 
weleome. 

Theil I.eomi;Jo the..SL>COnd of, the di!lic.ultiea t~ whlcb I have referred 
resulting ·from- the n~~ity- for immediate action.- It is· quite clear that 
in present eircumstan~es it is impO."-'iihle to prepare 11ccurate rstimates 
of what our revenue is likely to be in the- nf'xt IS months. The course of 
the exchange nlue of sterling, and of· the . n1pee is uncertain, while no 
one can yet foretell wliat the reactions in thll world of En~land going 
off the Gold ~tandard 11·ill be. I 11m sure that I shall be told in debate 
that in these cirr1un~tances it is not fair to come before the country 
with a programme of taxation ; or that my estimatPs are unreliable and 
that I cannot justify the taxes which I am proposing. But I have ex~ 
plaiDed the reasons why we cannot wait, and I would most earnestly 
appeal to this House, and through them to the :country, to respect those 
reasons. It has seemed to ns that the onlv sound course is to take our 
estimates as we had been able to foresee them before the ennts of last 
week. aDd to put before the House a plan whi~b ,rould ·produce equilibrium· 
on t~.-ba:lis•ot•those-eatimat~.. · ~ 

~--.;' , ~h :t~re: j~t; ~~the~ _difficulty, resulting . from immediate, action.- m; 
thaf we ha-ve not yet, had. .time fully to consider 'the. reports of the various.• 
retrellf!h,tn.t;n~r.omu•ittees and to worlq out plans ba.sed.on them.. llenon«' 
ab!C· ~f;nWCtll; are awaJ,"e of· thtt eircumstanc~s iiJ whici1 thellfl reports .lmYOt 
been. rccrh·e4, They~ were. formally. submitted on &turday, 19th, SepteJD~o~ 
Lcr~,. A ~ub--conunittee of CouncH commenced their consideration the '\"eey' 
ne3:t day~Sonday. Then on Monday we found ourselves landed in the, 
crisis 'dlich bas been so much before the House in the past week, and 
further eoMidt>ration of the reports has therefore been retarded. I shall 
have to deal with these reports in a later portion of my 11peech, but I 
should like. to make clear at the ontsl't that we shall approach all thpse 
proposals. with the· firm intention of giving effe~t to thcDJ to the utmost. 
ex.tent. IIOS.'ri~e. · I should also like at this early: stage to e~pre~l!l my gored· 
8fprPciation (l[i the. Work Which has hePn doM hy 1111 the honoor:.tl•Je 
members who have served on these committees. They have bet>n working 
like tJavn;. or. as one honourable member put it to me :1t tho! last llll'Pt.;ng 
of the rollin tommittee, "like devils", and I can assur~ the Ilous.:! tha~ 
their.lL;lh10J'!I. ar(_l appreciated.i I. have every. confidence that as n result 
of a general scaling. down of expenditure which the recommendations of 
these roJ~unntces. if .earrit'd out, will ~ffect, the finances '>f tho GovN'Ilntent· 
of India ,will be estahliHhed on a more secure basis than baR existed since 
be!ure the'War, and that by these efforts a position will ha,·e been produced 
which will not only make it possible tl) estahliRb a new Federnl Govf'rnrncn.t 
ou • 1.0und founda~ioo, but. will leave a margin availab!, for the uc,·elop
!llent ot l.huse nati.on..building aerviees for which the Provinci11l Government• 
will mainly be responsible. That, however, i:J looking to the fotnrr, and· 
before we emerge from the darlt .and tangled jungle of our present difficul
ties into the clear air and. sunlight to 11·hicb _1 have cast my imagination 
fon\'&nl. we have to accomplish a period o£ bard an!l self-sacrificing; 
labour. I will not say unpleasant labour, for, although many of the. 
immediate effeets are unpleasant. I will not describe. the tallk as a whole. 
u unpleasant, for it is one which is essentially constructive in its nature~ 
and merely inTolTes self-restraint and determination for the· sake of thd 
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India which we are serving, and in the hope of better tiine8 td come. Let• 
us now address,ourselv~ to the· immediate task. 

~et•enU-e Prospects. 
. . . 

'fax Hi.tTntfe.-The returns of· the first five months indicate that' we 
shall fall shmt of our budget estiuui.tes for customs by at least R!L'lO crorea, 
the h('a,·ie~t reductions being under cotton piece-goods, sugar~ silvet, 
·spi.!'iti &nd liquor, excise on motor-spirit, iron and steel t1nd in. the. jute 
export ·duty. As regards income-tax, we expect a deficit ot ll crores·; 
"·hHe on salt we expect a reducti<Jn of about 8 lakhs. This brin~ the 
total deficit on tax revenue to 11 crores 33 lakhs. 

Commmr.rcial underlakings.-As regards the Railways, 1 traffic re
turns to date shbw a very disquieting position. Without attempting ·t{) 
give an ~xact estimate now, we must clearly accept the fact that it -will be 
impossible for the Railways, in spite of all their retrenchment meas"'ilrelf, 
to make any··f!6neral contribution to the budget until the present· econo
mic depression completely passes.· At present it looks for the· current 'year· 
at least as if they' 'Yffi not· only have· to use the whole- of the remainin~t 
balar:'-'<' of their reserves, now standing at Rs.. 525 lakb.a; but n]SG to dl'llW 
further on their depreciation fund to the extent of about Rs. 160 lakhs 
in order to meet the interest due on Government advances. It is highly 
im})Orfant; if possible, to reduce freights on agri~ultural products at the 
present time, and; if it ·could be done, it would certainly be in· the· publie. 
inter~ to find a method for easing the Railway position through the-pre-
sent peiod of extreme clepression. Whether it \\ill be possible :o r~liev~ · 
the ]~a;_lways in any way so as to enable them to Tedur!-' chargPS remain~." 
to be seen ; but, when our tuatioJJ "J>roposals are \?onsidet-ed;_ t.hjs;asptct of 
~lte l•<·l'ition should be kept in mind. For the pre.-re11t I can .only- sny 
tlutt W<' ~hall not get any ·Railway contribution this year, and· for ·th.is 
reason Rs. 5.36 c:rores drops. out of our budget. 

Under Posts and Telegraphs a fall of 18 lakhs is 'anticipated ui. · reve
nue, after taking into account additional receipts from enhanced parcel 
rates and re,·ised scale of fees for insurance of :postal articles introduced 
with effect from the 15th .June and .15th Angw;t 1931 respecti\"ely.: A 
~ning of 6 lr.khs is expected under Working .expenses, leaving a net de,. 
terioration of 12 lakhs. Honourable members will recollect that we 
mimated for a budget deficit of 14 7 lakhs, so that the position hP.re is 
extremely unsatisfactory. If the recommendations of the commitftoe pre
sided over by· my honourable friend, Sir Cowasjee Jehangir, for· inl·ebti
gating the pot;Sibility of adjusting the accounts of the Posts and Tele. 
iraphs were &eeepted, the budget deficit of U7 lakhs would be reduced 
to 921 but that of course represents merely an adjustment in the· GQvern
meut r.ccounts and no improvement as regards the financial pt'&ition' of 
the Government as a whole. I shall revert to this matter again., 

Fi11a11ce hfadi11gs.-Owing to the canc~llation IJ!· trP.asmy .-bills in 
the Currency Reserre and the utilisation of sterling securities· in the 
r~rves for meeting the requirements of the Secretary of State, the 
reeerpts under Currency and Interest show a falling ·off· of· 34 "lakhs. 

The <'!IH'!"l!enee of a reYenue deficit in our bud<Yet and in the bud
g~ts ?f the Provincial Gowrnments, and the repla~~!~em; r.f treasurY. 
bills m the Curency Reserve by treasury bills in the bands of the pnblf~ 



.Bll a result cf eaneelling redundant currency, hne not only increlll>ed the 
amuunt of c,ur borrowings by treasury bills, but also have leen the caWie 
or higher disconnt rates. The charges for discount on treasury billa hue 
therefore increased by 221 lakhs. A reduction of 12 lakhs is anticipate~! 
.under Jnte~t on ordinary debt in India on account of operathms of the 
Depr~1ation Funds. The sning of 56 lakhs (representiu.:( one balf ~-t>l\r's 
interc&t on the outstanding amount of-the War L·JSU liability) realiseJ 
from the acceptance of His :Majesty's GoYernment's proposal on the priu.
ciple (.1! tbe lloover plan has been partly counterbalanct>li by the increase 
of 40 lakbs' on interest on the sterling loan of £10 nul1io11s rai.~ed earl,-
the year. · ·· · · ' 

Owing to the deterioration in the position of P-:.-ovincial Governmt>nts 
·and the Uail-w-ays, the charge under the heading Interest on other ob1i
~ation!t. 0~ a~cou~t .. of interest on their balances ~~ be reducell h,-
]0 lakhs. ·. . . ~ . . . . . 
• • ' I ' f ''j. '•. I . 

. . -There will be. an automatic increase in the provision for Reduction 
<>r AToida."le:e of Debt of 12 lakhs on account cf the amount of treasury 
bills outst:10djng. with the public on the 31st March, 1931, being 1() crot'l'S 
-more tl1an was assumed in the budget. · 
" .1 The 'net' result of all these factors is that ~nder the Fina~ce headings 
our position will be adversely affected to the extent of 2.29 crores. 
: . Under Extraord~ary receipts we have to .. provide for a. reduction of 
23 laldls, as under the Hoover plan we shall have to forego 9 months' 
;Reparations rccpipts. As already noted, however we have, against this, 
a saving on the interest on our own War Debt of·56 lakhs. 
' · CitJil Expenditure.-As regards Civil expenditure we have unfortu
nately some items which have not been provided for. These include ex
eeptional itemR such as the loss owing to the heavy rPturn of nickel coin 
from circulation due chiefly to the- prevailing depression. This n••counts 
for no less than 43 lakhs which according to our practice has to be de-

. bited to the budget ... Then again there is a good deal of expenditure iu 
counection with the ·Round-Table- Conference and the variou:i commis
l!ions t'[ «>n~jtury in the North-West Frontier Province and elsewhere 
"·bich haYc harl to be set up in order to carry out recommendations of 
th" last noun.t-Table Conference. As against these items we shall have 
some saving!\ in the current year owing to reductions which have been 
made (llpurt from the special retrenchment proposah. to which I 
shall refer Inter) ; but these will probably not be sufficient to offset the 
items of d('t~rioration which I have mentioned. On all theRe bends we 
feel it necrssary to anticipate a deterioration of nbout 23 lakhs. 
. . . To sum up, the total deterioration in our income and expenditur«. 
is:-

11.33 crores in tu revenue, 
5.48 crores on commercial departments, 
2.29 crores on general Finance beadings, 

.23 crot:e under Extraordinary receipts, 

.23 crore under other heads including Civil expenditure. 
:As the budget proYided for a small surplus of 1 lakh, on the basis of the 
present estimates, there will be a net deficit of 19.55 crores. . .. . . ' . . . -
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Pr·ospects for 1932-1933.-A..s far as we can see at present, there seellll!: 
to be no. justification for expecting any large improvement in the budget~
ary. position next year. In fact, income-tax revenue maY: be .consid~rably. 
;e5a than in the current year. On the other hand, there will be a savmg o.f 
48 lakhs in the interest payments on.the outstanding amount of, our War· 
Loan liability. · . ·, · · 

I .have already dealt. with the factors of uncertainty which_· affect aey 
estimate that we can give at present. But we consider that the only sai.,: 
i.ine to take now is to estimate that conditions· will· not · substantially' 
improve at least before .the end of the next financial year, and that wf3( 
must reckon again on a deficit of 19! crores for 1932-33: · · · · ' · · . 

Putting the deficit for the current year and 'next y~~~ ·together; 'w~ 
have a gap to fill of 39.05 ,crores. If we are, straightaway: to establish .a 
really souud position, we need to devise a. plan which will provide u~ 
during the r(;ruainder of the combined two-year period, either with re
ductions in expenditure or with increased revenue to fill this gap. That is, 
indeed a iask of extreme difficulty. We have a two Y·~ars deficit to deal 
with, but we have only 18 tnonths left during which new 'measures · can 
operate. Nor is even this period fully available, for, although new taxa.: 
tion can be made effective from the beginning, there must be some con.: 
siderable delay beiore the full results of .our retrenchment plans can _ b~ 
met. , .... , , . l 

. Three lines of action .. 
This is the position, and the line of action which ·we have to take _f;,) 

deal with it may be divided intO' three distinct-lines. 
First, reductions in expenditure due to' more economical organisation 

of Government departments and restriction. of activities., · . • · · · 
Secondly, an emergency cut in salaries. 
Thirdly, frEsh taxation. 

I ;. 

Reduction in Expenditure.-! will deal first with ~eductions in .ex-. 
penditure, and I put this first because honourable· members. know that. I 
have throughout attached primary importance to this line of action:. I 
may say that after t!le last budget discussions I registered to myself a 
resolution that I would not come before this House and ask them to vote 
any fresh taxes until I could feel myseU to be in a position to satisfy them 
that we, on the Gowrnment side, were going to give effect to the maximum 
vossible measures of retrenchment. In these circumstances I am sure all 
honourable members will appreciate that if I put forward the whole of 
our presmt programme at a time when the Government has not yet com
pletely worked out its retrenchment plans, so that all the details cannot 
be displayed before the House, I do so only under the compelling hand o.f 
w•crssity. But I would ask them also to appreciate that it is only .the 
detail~ which are lacking, and that we all'e- determined, as I have already 
said, to r.pproach -all these proposals with the firm intention of giving 
effeet to them to the utmost extent possible. Variations in subsidiary 
matters thPre must be, and where essential public interests are eoncerned 
Government must have time to weigh fully the considerations at stake, 
bnt our aim nud intention is to adhere as closely as possible to the recom· 
mendatioru, of the t!Ommittees. I hope that before thP. discussions of our 
present proposuls are finished and before the House is asked to record 
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any •Gnat ~te u regards new tuation, .-e shall t.e able to put· before 
tbem .. .a more definite and detailed plan. I feel that honourable. members 
are.otitled to ask for this, and that we have no ju.stiflc:1tiou in putting 
plana 'for tuation before them except under the most solemn pledge of 
dreetiug· the mu.im.um reduction of expenditure. I feel no ll.esitation in 
taking this line because it is the right line in the public interest. :.Ul)· 
impranJll.er.t that .we can effect by way of reduction ot expenditure is a 
certain improvement ; but any improvement that we seek to make by. m
creaaing. taxation depends entirely on our estimates being realised, and, 
.i,n .the present conditions, with reduced purchasing power, and when the 
dl:ecta of the reduced gold value of the rupee on imports are still. un· 
known, estimates, particularly of customs revenue, are, to say the least, 
highly an~rtain. HaTing said this I will turn to a statement of what wt. 
b.pt>d ·to aehiev.t by· way of retrenchment, ·and I will be as definite as 
possible. ' , 

: . · ~ regards Ci\"il expenditure, apart from ~mm.e.reial departments, an 
enonwnuly; preponderating portion falls within the- scope of the General 
Purpowes r.ub-committee. The General Purpo~s suh-committ~ took up 
1int a ..aelectt'd set of subjects which prima facie otff.red the most Jibly 
scope for retrenchment. The measures recommended by the aub-committee 
for this portion of the field would produce savings estimated at about 
120 lakh.s. For my present purposes I am taking as the estimated 
saving. this figure, reduced by a margin of 20 lakhs. representing what 
we estimate may be the charge for compensation anl'l recurrent pensions 
payable in re11pect of officials whose posts are aboliRhcd. Thus we reckon 
to get a net r.aving of about a crore on this part of the field. w, have also 
to take into account the grants for those departments (largely the main 
administrath·e and rcvenue-collectinQ.' departments) whit~h have not yet 
been exnmined by the General Purposes sub-committee. Over this part 
of the field the scope for retrenchment is mo~ restricted. In respect ot 
it we estimate that we shall be able to effect a net 'j&'ldu~ of about 90 lakbs, 
including an automatic drop of about 231 lakhs in the expenditure on 
Census operations, but taking into account something for compensations, 
etc. This i11 C·nly an estimate, and in making it we have anticipated that 
the t.ub-eomn1ittee will be guided by the samP. principles that they ha\"e 
applied in dealing with other departments. While it is neces!!ary for me 
to put in some estimated figure for my present purpose, "·e rely on the hHlp 
and recomment1ations of the General Purposes sub-committee in regard to 
the5e departments just as much as we have rPlit>d on them for those whici1 
hne already been examined. lf they can find t>conomies of grr·ater ex
tent than we have t'stimated. so much the bettrr. If their final recom
mendations fall short of our fi~urt>, then we shall ha\"t' that much to makt! 
up in some way or other. The difference can hardly bt> of such magnitude 
u 1o effect our general plan, and "·ht>n I have completed my pr£seutation 
of the v:eneral plan it will I think be clear that there is sufficient marg-iu 
available. 

.• '.t 

RN-ommt>ndations of the othl'r ret-renchment suh-eommitters (other than 
thosft for Railways and the Army) indicate measures for improvin~ the 
.Civil position for 1932-33, as compared with the budget fo•• the pre~Wnt 
~r, by a gross sum of about 97 lakhs. Taking into account eompensa· 
·~ions, ete., .we propose to count on a net improvtmf"nt of 60 lakhs under 
lthue grants. · 



Out of the retrenchment measures to which I have referred ·we e~ect 
to realise savings of about 30 lakhs in the current year •.. 

Military Expenditu~~.-Now I collie. to the Arm~~and befo!e I get 
to details I must make some general remarks. I"have m the past .m~urred 
liiOme c~riticism in this House for venturing to express my apprematlon of 
the helpful ~>ay in which I had been lnet by- His Excellency the· Commander
in-Chief and his principal staff officers. I am as little &nDt.'Ui as any :Mem
ber of a Government could be to expose gratuitous targets for attack, • but I 
r.hould fail in my duty and I might even say in '811 sense of.: decency, if. I 
did not take this occasion to express publicly what l feel about the way In 
which the Army authorities have helped in the past months. I am sure 
the members of the Army Retrenchment Sub-committee 'Who are present 
heTe to-day will not quarrel with me when I say that they have · beeu 
impresed with both the efficiency and helpfulness of the Chief Staff officers 
whom they have seen. To unofficial members of this House the Army 
has hitherto been a closed book. It has been fully opened now at least to 
the members who have bren on the Retrenchment Committee. · I think 
that they have been impressed by what they have read in it, and that 
discussioll8 on the Army will hereafter be conducted in a.clearer· atmO$• 
phere and with better understanding on both sides. ' 

-· ... 
The military authorities have been working throughout in very close 

touch with their Retrenchment Sub-Committee, and have been examining 
all 'p<>Rsible methods of economy. The great majority of the measut"es 
proposed by the Committee have ~een accepted in principle ; •ndeed many 
of them bad already been initiated by the military authorities. We have· 
given His Excellency the Commanqer-in-Chief a free hand a!ll, to the 
me·thods by which retrenchment. should be effected with the minimum 
loss of efficiency. The Army Retrenchment Committee has not yet ex
plored all parts of the field and estimates have had to be i~luded for 
the savings here. There is therefore possibly ·some room for fUrther im
provement while some of the measures recommended may lead to greater 
reductions in future years. For the present the Army authorities guarantee 
for next ye&r a net reduction of 4! crores. These reduction<;, therefore. for 
which we l1ope, will produce a net defence budget for 1932-33 of Rs. 47.40 
erores, 11s compared with Rs. 51.90 in the current year, and with the 
Etabilisf'd Ludget figure, of Rs. 55 crores two yea!"S ago. 

In mentioning this figure, I must make it cle~r that :-

(b) 

a ;ncludes a reduction of Rs. 1.75 crores of non-rcc~rrino- ex~ 
11enditure on the special programme of r·1·equipment which, 
though very necessary and important from the ooint (_,f ,iew 
of "fficiency, His Excellency the Commander-in-Chief l1as in 
Tiew of the present financial crisi;;, agrei!d to postpone. ' , 

It does not include any allowance for cuts in officers • pay. I 
shall deal with the possibilities. from this separately. . · 

(c) It does not include any savings which may aecrne from reduc
tion of troops, except that of a ·small reduction on the 
Frontier. . . 

In accordance with resolutions ·of the R{)und 'fable Coufert>nct.i 
the question of the future strength of the Army in India ~ 
under examination by tll~ C«,munittee of Imperial Defence. 



• 
What this really amounts to is that in 2 years without impall'lng the 
strength of the fighting fones without taking into account the possibilities 
of a temporary cut in officers' pay, Army expenditure will haw heen 
reduced from 55 crores to 47.40 crores. This, Sir, is I submit no mP.an 
achievement ; it has been done quietly, and without the impositi!ln or dis
play of Royal Commissions. It has been achieved by hard pati~nt work 
and co-operation between the Army Department, ·the Finance Department 
and the chosen representatives of this Assembly. That, I l>'Ubmit, is the 
right way to work out economi~ and brings credit on all concerned. 

EmcrgHaty cuts in pay.-1 now come to the difficult question of an 
emergency cut in pay. Let me state at the ou~ the general conclusions 
reached by tbt" Government as part of the plan which I am now present
ing. 

These are:~ 

First, that any cut applied must be general and on a fair basis. 

Seeondly, that it sllould be of a tempor&ry nature not extended 
beyond the need of the present exeeptional emergency. Its 
justification is in the need for a common sacrifille in n national 
emergency. Although it may be said that the subordinate ranks 
have gained from the low level of priqes, there is ~ yet no proof 
of a substantial fall in the cost of living of many classes of 
Government servants. 

Thirdl;:r, that it should not in any way affect pension or provident 
fund rights. 

We have given a great deal of thought to the way in which a cut should 
b~ llpplied, and after the most searching collSderation of all sorts of 
g1·aduated scales we have come to the following conclusions. 

We think, first, that a simple plan is best, and that although it may be 
necessary to exempt pay below a certain low limit at the bottom, a uniform 
seale is r~?ally the fairest and best in the public interest. 

We colll'ider that the rate should not ex~Pd 10 per cent. in any 
individual case, and that, as I shall explain later, this should include the 
enhancement of income-tax now proposed. For the general Government 
services ""e think that the limit of exemption should ordinarily be about 
Rs. 40--perhaps a bit higher, perhaps a bit lower. I ought. however, to 
mention that special considerations may have to be applied to a great com
mercial 110dertaking like the Railways, but the maximum will not be 
ex('eeded in any case. 

I may, however, here interpose that I am pleased to he a.ble to say· 
that His Exccllf'ncy the Viceroy has decided that he will impose upon 
himself a cut of 20 per cent., and that for ourselves, the members of his 
Council, we will surrender 15 per cent. of our pay. 

The action to be taken by Provincial Governments in rP.gard to 
Oftl~rs within their rule-making powers will be for thPir OWn deeision, 
but we ha·:e Ettie doubt that they will l'eeOglli&e the desirability of 
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attaining throughout India as large a measure of uniformity a'i po~sible~ 
In this connection I may mention that uniformity is. particularly desirable 
in the police service, and since local governments are far more conccr.ned 
in this matter than the Central Government, we shall not reach tinal 
conclusions in this case until after further consultation 'with them. ·· · 

' l • < ' • • .... • ' - ' • • ~ : : " ' 

I must ~lso refer to .the fact that it does not lie within the power of 
tho Government of India to take decisions as regards all the officers within 
its service. Certain officers have been guaranteed their rights under the 
Government of India Act and these cannot be altered without'legislation 
in the British Parliament. As regards other officers, their • positiort ·is 
gcverned by Fundamental Rule 23, and can only be altered under rules 
made by the proper authorities. For the great bulk of officcti!, the .rule:.· 
making power now lies with the Government of India and local Govern~ 
ments, subject to the sanction of the Secretary of State in Council. There 
are certain officers, however, in regard to whom the Secretary of State' in 
Council has himself to make the rules. The position is; that we have 
received the assurance of the Secretary of State that the will sanction the' 
rules which we, or Provincial Governments, may make in those cases where 
we or they have the power. Further, in regard to offieers protected by 
the Government of India 'Act, or in regard to whom the Secre·tary of 
State has himself to make rules, I am authorised to say that His Uajesty,s 
Government are satisfied that a financial necessity eoxists amounting to a 
national emergency, which requires that a reduction: should' be made in 
pay, and that His llajesty's Government have undertaken to· introduce 
l£gislation in Parliament at the first practicable opportunity. • The legis
lation would be of an emergency character, •and would ·authorise the· Sec:. 
rttary of State in Council to reduce the salaries of officers protected under 
the Government of India Act for a limited period and subject 11o· a ma:ri
mum of 10 per cent. which would be inclusive of the enhancement of inl
corue~tax contained in my present financial proposals and subject to· a di~ 
cretionary power for the Secretary of State in Council to make exceptie;u.; 
in cases of hardship: : It would apply to the special class ·of protected offi
cers serving under local Governments as well as .under the Government.of 
lndia Act. Officers not specifically protected by the Government· of IIid.ia 
Act, but in regard tQ whom the Srcretary of State has himself to make 
rulEs, would be treated on the same lin~s as the p;rotected officers.·. ·. 

. . . ' .. 
This is a genEral desc~iption of our plan, and we shall' explain · otrt 

proposals in greater detail at a later stage in the discussions on the 
Finance Bill-particularly as regards the exemptions which may l:>e made 
in the lowest grades. · , . > 

i ' • • l • ... 

We thiuk that it should be practicable to impose the cuts !rom. Decem~ 
Ler 1st next. It must be clearly explained that ~hPre is no intention that 
tLcy. :,J10al<l remain operative beyond 1\Iarch 31, 1933. They. will not J>e 
continued i:~eyond that date without further examination of f'COnomitJ con
ditions ; and if economic conditions so required or permitted we should 
re-consider ihem before that date. . ' ... 

. And tJ:at brings me to a point of essential impoi·t~me:e in this matter. 
A cut f.Jf thJS nature must be regarded as a ,-ery t>xc~ptiond m<':lsnre which 
can only _he justified in W'lY exceptional circumstauc~s. It is nothin~r less 
than a direct variation of the conditions under whicb an ofticer enters the 
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Govcr11ment .t.enice, and it must be remembered th:1t the security uf these 
eOllditions rtpresents an essential attraetion of service under a go;.erDDl('Ut. 
It would be fatal to the public interest if that ~m;e of securit~· were des
troye.l. Thexefore no variation can be justified en-ept in a rt'al national 
emergenf'y and when it is quite clear that all other nv~Mures have ~en fully 

, ·tried. Evt>n so it is neees.<>ary to examine the case still further. We mu~t 
test tLe,emergency by an examination of the e&Uitcs ·wh1ch have created it. 
Inttl.e Pl'f.!,.DI. case it was elear that the emergency ha•l arisen from an un
prtoedented fall in prices of those commodities which India produces and 
on '\\·hieh the revenue of the country depends. 'fhe nlue of eommoditiei 
had fallen too low in terms of money, the value of money had gone up too 
high. Rut in the last days a change has been made in the basis ('In ·which 
the ·value of our. money, or our unit of cUI'l'ency, depen~li. The results of 
this, "or• of 6ny general economie reeovery producin~ au improvement in the 
reYenne ~ition, may make it necessary to re-consider the justification and 
nectWity·for this cut. ·It is of eourse clear that a general decline in the 
gold nh1e c.f the rupee would affect all servants of C'-n.Jvel·nm~ut alike~ while 
lrmight further-mention incidentally that if, on the ether hand, the rupee 
had been detached from sterling and the value •of the rupee had either np
pzeui.'l.te<! <~r declined in relation to sterling, there would have been some 
di1rere11Ce in the case of certain classes of offil!ers of which Government 
would Jtave had to take account . 
., '• ' 

. However tlJat may be, or might have bee~~ whut I have to say now is 
tbat.in ftc c·onditions on which we have to base our present estimates, we 
and iHia Majesty's Government consider an emercicncy cut on the Jiur.s 
already inJicated to be absolutely essential . 

. ' ..As regards the financial effect of cuts on the scale which we propose, 
I .have estimated the position roughly as follows for the purpose of my 
present .financial plan. 

' 
' CitJtl.-We put the total eaving for 1932-33 at 115 lakb.s, and for the 

lour· months from December 1st of the current year at :J5 lakhs. fhis 
includes savings (In the personnel of the Posts and Telegraphs Department. 

Railways.-The saving on Railway& will be very substantial. I refrain 
from giving an exact figure pending the final settlement of a plan. In 
any ease it .will not directly affect my present proposals, for we consider 
that any saving effected by a cut in pay on the Railways mu3t be utilised 
to impron their own internal position, and that it cannot be translated 
into any improvement of general revenues. As I have already stated, a 
cut in fact will only be justifiable during the continuance of the present 
emergency, and during such period we cannot in any ca>Je rely on receiving 
&Dy general contribution from the Railways. It is in our opinion essen
tiU that if they have any margin it should be made anilable for reduction 
in freil!hts on agricultural products . 

.Army.-As regards Army officers, the same cut would apply to them 
as to Civil officers of the Government. We estimate r. saving of 75 lakh!l 
in 1932-33 and 25 lakhs for the four months of the current year from 
Deeeml>er lst. I may note that if this saving is effected it will rednce the 
expenditure of the Army next year to 46.65 crores. 
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. .d.bliiitwn of Salt Credit System.-I haYe now dealt ·with _the iirst two 
lines of action, first, General Retrenchment, secondly, c•1ts m pay ; Cl:nd 
before J come to the third-which is new taxation-! have to mention 
another measure ":hich is in the nature of an expedillnt to improw our 
revenue position over the next 18 months. . 

\Y e have been studying since the end of the last Budget session the 
pallsiLility of effecting an .immediate increase in our salt revenue by. reduc
ing . ut· abolishing the credit system. After careful . examination of the 
question in ~:onsultation with the officers of the salt department, we came 
to the conclusion that, subject to giving fair notice to trade, · we · might 
justifiably terminate credits altogether. We have accordingly notifilld the 
gradual termination of the system by limiting credits to 3 months as from 
the lst October 1931, and discontinuing the grant of new credits altogether 
from the ht .March 1932. This means that we shall actually collect in 
the current year and again in next year 15 instead of 12 months "revenue 
on all s~t issued under the credit system. I expect our re\"enue will be 
increased by one crore each year on this account. This of course 'involves 
no real incre~t~:;c either in taxation or revenue. It only means that '"e shall; 
during the nP.xt 18 months·collect 24 months' revenue on credit salt, After 
that we shall be entirely on a cash basis. 

Taxation.--! must now turn to the third measure-new taxation. / 
Here our plan is very simple, and though unpleasant, I hope that honour
able members will on the whole recognise it as fair. 

General Surckarge.-The main plank of .our ·proposals ·is to put a 
tempor11ry surcharge on all existing taxes, with the exceptiou of customs 
export daties, for these could not without detriment to our ex:port tr-d.de be 
included. With this exception, the surcharge will apply to all customs and 
excise duties (including salt) and to the income-tax. and supertax. The 
sureharge which we propose is 25 per cent. on the existing rat&S in: each 
~~ . 

Th~ principle is uniform, but as regards the income-tax there is an ad.; 
mivistrative difficulty inasmuch as the tax, although only imposed as from 
Octrber 1st, has to be collected on a 12 months' basis. It would lead to 
great hardship in case of salaries or other income taxed at the source if we 
were to supplement deductions already made by a retrospcctivt~ increase· 
at the full rate of 25 per cent. Therefore we propose that the surcharge for 
the current year should be 12! per cent. on income-tax, but it will be 
collec·(ed at this rate on the whole year's income. 
• New 1'a:r.~s.-Apart from these general surcharges, we are forced: t~ 
mclude ecl"tain new taxes. ·As regards income-tax we cousidcl" that in 
this emergency there is justification for reducing th~ exemption limit and 
imposing n ~>mall tax of 4 pies in the rupee on incomes between Rs. 1,000 
~nd Rs. 2,~00 per annum. For the same reasons as I have explained already 
1n connectiOn with the surcharge on the existin"' income-tax ;he rate will 
Le imposed at 2 pies for the enrrent year and 4 p~s for next y~ar. 

The re.maining sp~cial increasPs or new taxes which we propose are in 
rcg~rd to Import duties. I will deal first with the increases in . existing 
duti-es. 

Wc.' propose to increase the import duty on artificial silk piececroods 
from ~0 to 40 per cent. and on artificial silk yarn from 10 per C'ent. to 15 
per ct'nt. W f also propose to increase the duty on brown sugnr from' 
Rs. G-12-0 to Rs. 7-4:-0 per cwt. This follows the Tariff Beard's rccom-· 
mendation. As regards boots and shoes, we propose that there should be 
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imposoo u Bb alfemati"\"e to the ::!0 per cent. duty a minimum of~ annas 
per pair. The duty will thus be 20 per ct>nt. or 4 annas a pair v:hichever 
is the higher. We also propose to increase the duty on t'amphor and on 
elt'Ctric bulk from 20 to 40 per tent. As regards all these articles the 
surcharge will be levied on the increased duty.· . 

Then there a~ three items formerly on the free li"t on which we think 
it justifiable to impose a small duty on re"\"enue grounds. The result of the 
51lrcharges imposed in last Budget and proposed now is that the len-) of the 
general revenue tari1f has bten increased from 15 to 25 p~r cent. 'fhere is, 
therefore, some justification for adding a 10 per cent. lint~· to articles hither. 
to f::"ee. · · •· · ' 

We propOse to· put dutie~ of io: per cent. on machinery and dyes, 
and of i anna per' lb •. on raw cotton. I must expect criticism of these 
duties especially from the t'Otton mills, and I must acknowledge th:~t their 
imposition may appear to be in some ways inconsistent with previol}s policy. 
The justification must be the need for revenue, v;hile as reg<1rds the cotton 
mills we may claim that on bnlance their position will be impro,•ed by our 
surcharge proposals, for. under these the import duties on cotton piect>goods 
will be increased by one quarter. This more than offsets the burden of 
i anna per lb. on goods made from imported cotton, ~md afi'ords un 
effective ans";er t~ possible criticisms on the grounds to which I have 
referred. · , . . . · · · 

· I have one more ·word to say as regard~ th<1 income-ta:t }lroposnJg. 
In considering the cut to be applied to the salaries of Go,·ermm·nt officials 
we considered ·what total reduction of their emolument"J could fairly be 
imposed. If the general rate of reduction is to be 10 per cent., that repre· 
sents what wt- think fair, and if further increases of inc~orue-tax were 
to be .added, that would go beyond the reasonable limit. We therefore 
propose that increases of income-tax, both by way .of surcharge on existing 
rates or by \\BY of imposition of a tax for the first time on salariPs from. 
Rs .. 1,000 to Rs. 2,000 sh.ould be merged in any general t·ut which we 
are. imposing or which the Provincial Governments may impose. 

· · Postal t:atts.-Apart from ·measures of · taxation wo propose some 
enhancement of the inland postal rates, namely to increesc the existing 
rates in tespert of letters and postcards by one-half.· That is, the rate!'l for 
inland postal letters will be li annas instead of 1 anna dod for postl!~rds 
9 pies instead of 6 pies. This enhancement ~hould produce 73 lakhs 1n 8 
full year and should' go 8 long way to cover the deficit of !l2 lakhs in the 
workiJJg resulU! of the department which would, as I stated before, be left 
e'\"en if· the· r('commendations of the Posts and Telegraphs .Accounts 
Enquiry Committee are accepted. 

Summary of the plans. 

I may now summarise the effect!> of all these plans :-
For the current year we shall improve the position as follows :-

(Figures in lakh!t of rupees.) 

Special retrenchm~?nt programme 
Cuts in pay-Civil 

Military 
. . . Total ruts and retrenchment 
Anticip1.1tion· of salt rennue 

30 . 

~I) 

10l 
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Extra taxation-
Customs-New or. increased duties · , .154 . 

Surcharges on existing taxes ·331 ~ 

Salt-Surcharge . ·· · 21 

Int\ome-tax nett 205 . 
Total new taxation 

ln<'reased Post and Telegraph charges 
The total improvement is thus 
.Against an estimated. deficit of 
We should thus close the year wi~h ·a 

deficit of . ·. · r . 

711 
a1· 

938 

.19,55 

' 10,17 . , 
On the other hand, in 1932-33 we should have the foll.Jwing improve-

ments:- · · 
Retrenchment measures-Civil· ;;·• · 250' 

Military · . . '450 

Cuts in pay-Civil 
Military 

Total cuts and retrenchment 

Anticipr.tion ·of salt revenue 

Extra taxation- • ~ 1 

. ·' ' 

'115 ' 
75 

. ! 

''!I 

890 
'• ·I I I. 

. 100 

., . I . 

Customs--New or increased duties· . . 310 · · ·: .. 
Surcharges on existing taxes 662 

Salt-surcharge · 85 
Income-tax-nett 353 

Increased Post and Telegraph charges 
The total improvement is thus 

Against an estimated deficit of 
we should thus close the year with a . 

14,10 
73 :·· 

.24,7~ ' 
19,50. 

surplus of · · 5,23 
'' 

We should thus close the current year with a deficit of 10,17 and the next 
year with a surplus of 5,23. ·· · · · 

That is to say, the combined result of the two year& 'will be. a deficit 
of 4,94. 

'Ve <:onsiO.er that we are justified in regarding this deficit as covered 
by making during this period of exceptional stress a reduction cf about 
247 in each year from the provision for Reduction or Avoidance of 
Debt. Even after making this d_eduction, this provision will amotmt to 

•4,43 in the current year and about 4,68 in 1932-33. When it is remembered 
thet the portio!l of our debt which is not covered by productive assets or. 
ca.sh balances iR no more than 194 crores this may fairly be claimed as 
an adequate Sinking Fund allocation during a period of exceptionaJ. 
depression. ~ 



But 1 rnay put the position in another way "·hiel.l tht-ows np in a still 
more !uourahle light what we are proposing. I have explained that on 
present l'tltilllates the combined deficit for the tv:o ytrr:: is just o,·er J9.0S 
t'I'CirPL We may fairly say that half the current yt>nr's deficit has rure:tdy 
been ineurrtd-6ay .about 9.80 crores. If we look nt onr tas\ as one of 
having to make a new budget for 18 month-t, Ktarting 'vith October 1st, 
we should hsve to find means for filling " gap 11f :m.:!:; cron·s. We are 
aetua!ly r•rov:ding for finding improvements ,f M.ll crores o,·er the next 
18 moutllil. , Therefore we are not only pronding a balanco for that period, 
but ""~ t-houl.l have a surplus of 4.86 crores town.rJs making up the deficit 
of 9.M crores on the first half of the current snr. 

Il theRP foreca~ts are fulfilled, then even if there i~; no improvement 
iri tltc t·t!Onomie position, the Finance llember, wl1en he presents the budget 
fe-r l!.':~;;.:u, will find himself in possession of a surplu'.l of 5.23 crores and 
he will.be aole to make a substantial easing of tlm burdens. 

· IL is pPrhnps forecasting events too mudt, t:J say in what order these 
reductionw tsbonld be made. But there ar~ certain principles which we 
consider must be observffi. Relief must come' first in restormg the 
emergency cuts in pay and secondly in taking off the surcharge on the 
income-tax now to .})e. imposed. I think we may: predict with as much 
ct~rtainty as is possible for any such forecasts that these sperinl impositions 
will not in any case be extended beyond March 31, 1933. 

.. . ' ,, . ·~ ' 

This is the picture, but I must add a few word<J before I lr.ave it. 
!Inch will be said about the increase in the bul"li~n!t of tuation. But I 
want the public to appreciate that we are not so much increasing the total 
amounts of ta:.:es levied as providing by increasing. th1 rates for rollcct ing 
the same a~nount of ;reve-nue. 

Our ciifficulties have not in any way been cansed by an i11crr.ase in 
expenditure. Quite the contrary. We have in fact to face three things
a drop in the yield of the current taxes, a drop in the revenued from com
Jllt>rcial departments, . and . a deterioration under the Finance headings. 
The first "'·e meet mainly by increasing: the rate<J of the ta~cs ; an~ the 
last t"o by retTencbments. I want HonouTable l\Iemhet·s to :;pve pnrh-:!nhJr 
attention to a table which I will circulate with copies of my speech in \vhich 
I analyse expenditure and revenue and show in· parallt!l columns tax 
revenue and net administrative l'Xpenditure. By the latt~r I mean the net 
expenditure on the Army and all other heads charged to revenue with the 
exeeption: of tht debt. services.: They will find here the true record of our 
achievements and proposals. This figure of net administrative e::s:penditare
'Will, according to our plans, have proceeded as follows :-

1930-31 

1931-32 

1932-33. 

( Figm-es in crort's of rupees.} 

i!:l.67 

71.66 

6.'1.9;) 

If this un really be achieved, then we sh&ll be able to congratulate our
seh-es on havin: put matters on a realls sound bast~. 
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Conclusion. 

'l'hen I want to add something as to the reasons for the present 
measures. I referred at the outset of my speech to the dangers, now that 
we are divorced from a gold standard, of any inflationary action; for the . 
pw·poses of meeting the current expenditure of the GoveriUmmt. ' If once 
that process starts, it may be impossible to save the country from a \!lim~ 
plete collapse of its currency.' That has been the experience of all countries 
whvse currencies collapsed after the War. They all went through th& 
same process. Budgetary deficits, met first by borrowing ; then a reluc
tance of the public to subscribe to government loans or treasury bills i 
then recourse to the note-printing press and inflation to provide funds to 
meo:ot current public expenditure ; then collapse in confidence iri the clll"~ 
reucy, notes printed faste·r and faster until the amounts reached astron:>mi~ 
cal figures, and finally the complete disappearance of any value to the 
currency at all. We want to erect a solid barrier against tke possioili.ty 
of India getting on to tkat slippery slope. That is the essential justifica~ 
tioa Ior our pr!!posals. Webave heard much talk in the last days about 
the disappearance of our cu~rency reserves. But no currency reserve ,..an · 
be· Jarge enough to stand up against a lack of confidence in the currency. 
Reserves are onJy valuable tO tide over tempbrary difficulties. The real 
safeguard must be confidence in the soundness of a country's financial 
situation. If a country meets current expenditure with current reveuue,. 
and 1f, further, it has a favourable balance of trade, then it can face all 
the vicissitudes of fortune with confidence, and its actual currency 1:eserves 
are uf minor importance·. 

fhat brings me to the last thing which I have to say to-day. I know 
that our proposals of taxation will be criticised. But I will appeal to 
all critics, either in this House or outside it, not tlo criticise thent.hastily 
or unfairly. We believe that we 'a!l"e doing the right thing for India-that 
in i.hese critical times, and looking to the years before us, when we h'lv&· ·. 
t<' meet heayy loan maturities both external and internal. the matter of 
vital importance is to preserve the trust of the public of India and el<J~ · 
where in the soundness of our financial position. Let honourable mem~ : 
!::era, by all means, examine our proposals with searchin.,. criticism but : 
I wcuid appeal to them, with all the emphasis which I can ~mmand il) do 
or ~>ay nothing which will lead the outside world to suppose that they have 
not a full sense of their responsibility, or that they do not believe that th.., 
parc1mount duty of every man, who has India's interest at heart, and wl:.ro 
can in any way influence the situation, is to preserve intact that financial 
sta'Lihty on whicll the whole fabric of the country's life depends. 

GEORGE SCifl.JSTEU.. 
Tlte 2.9th. SEptember 1931. 

t.221FinD-~,500-29·9·31-GIPS 



EXPLANATORY MEMORANDUM 
BY 

THE FINANCIAL SECRETARY. 

NoTB 1.-Unle:SB otherwise stated, the amounts are in lakhs of mpees. .The expres
aions " current year •• and •' next year" stand for the financial' year 1931-32 and 1932-33._ 
respectively. 

NoTE 2.-A supplementary note showing the reductions proposed under the variollll
heads of expenditure as a result of the work of the retrenchment eommittees is attached. 
The figures in this explanatory memorandum do not ta.ke those reductions into account. 

1. The following table compares the total recorded revenue and expendi-· 
ture of the Government of India in the years 1929-30 with the revised estimate 
of 1930-31 and the budget and the present forecast for the current year:-

1929-30, 1930..31, 1931-32,. 1931-32, 
Accounts. Revised. Budget. Present 

forecast. 
Revenue 
Expenditure •• 

1,32,69 
1,32,42 

1,23,44 
1,36,12 

1,34.87 
1,34,86 

1,17,39< 
1,36,94 . 

Surplus + Deficit- • • +U -12~68 +1 · -19,55 

2. The revised figures for the current year in the above table do n9t take-. 
into account the effect of either proposals for retrenchment, and cuts in :eay 01"'' 

those for securing additional revenues. On the present basis . the figures of 
revenue and expenditure for- the next year will be as follows :. 

Revenue 
E.xpenditur. · 

Deficit 

1932-33 •. 
I,16,5CD 
1,36,00. 

19,50 

The total deficit for the current year and the next will th.us be 19,55 plus19,50= 
39,05. . . 

3. The proposals for retrenchments and cuts in pay and forincreasing;; 
the revenues are expected to yield the following-results: 

(1) Retrenchmem&-

Civil expenditure including posts and teleifaphs. but ex-
cluding railways • • ... • • , • • • 

Military expenditure_ 

(2) Cul8 in pay-
Civil officers and establishment including posts anci tela. 

graphs but excluding railways • • • • • ~ 
Military officers 

Total of retrenchmenta and outs in-pay 

MS2~llia.:) 

1!'131-32" 1932-33 
(6·monthsY, (12 months)~-

.. . 30. 

3.5: 
25 

90 

2,50• 
4,50. 

1,15' 
75' 

8,90 



(3) Atlditiou 16 ,_._ 
Customs revenue 
Income-tax (net) 

Salt- ' -
(ij Abolition of creclit sales •• 
(t•) Surcharge 
Posts and Telegraph.e I.~ . 

Total additions to :revenue 

.. 

...... 

4.85 9.72 
2.05 s.53 

1.00 1.00 
21 85 
37 73 

'8,48 15,83 

·. 4, With the above.changes, the revised ~atimat&oflthe c~nt year and 
the present forecast for the next year will be as follows :- • · 

, . 'Revenue. Expenditure. SUrplus'+ordelicit-• 
. ' . ltevised 1931-32 125,94 136,11· --10,,7 

Forecast 1932-33 · 132,51 127,28 +5,23 
It will be seen from the statement above that after taking into account tb,e net 
effect of all the proposals for economy and taxation, the uncovered deficit 
over the two-year period will be 10,17"--5,23 or 4,94. It is proposed provi~ 
sionally to meet this deficit by reduction of the provision for reduction or 
avoidance of· debt by 2,47-each year;· 

5, As usual, some .further dl(tails pf th.e. change~ in the. figures . of reyenue 
and eXP.enditure are _given be!ow. . . . . 

· ···Customs, 
·- 6: The bet deterioration of 10,00 in the Customs revenue in the currenfi 

: rear, which .is due to the prevailing trade depreSsion and the reduced purch~· 
· lDg power of the people, is ~tributed as foUQws -:~ . · · _ 

1: )Jetter+ 

Spirits and liq uofll 
Sugar . , 
Tobac~o' ,, 
~eralolts •·•· 

.. 

.. 
Motor cars and. cycles • · 
Silver-· · 

· . · :MetaJ&...,:..iron and steel 
Articles of food and drink 
:Raw materials •• 
Cutleiy; hardware. etc. 

.. 

.. 

. ,. 

. .. . ' ' 
Metals other than iron and steel 

• . Y ~an~ textilea , 1 .. 

. .. 

.~· 

.. 

. '. 

.All other articles wholly or mainly manw!lctured 
Other articles . .... , . .. . . 

" 
Betel nttt8 .. . , •• 

l lron and steel (protecti-re) :;. 
Cotton piecegoods 
Export duty on jute .. 

' ~ise d~t;r Oil moto1 epirit .. .. 

.~· 

.. 

.,_ 

... 
•• .. 
.. 

Wol&e

•• -70 
•• -190. 

...,..35, 
-25 

.·.· -30 .. 

.-100 
-10· 
-oo 
--10· 
-2(h .. -30 
-30 .. -60 

-1~· .. +It· 
--60-

-2()()· . 
-00· 
-75 

-1.000,. 



These estimates were framed before the events of the last 'week happened a.ti;-{ 
as explained by the Honou'rable the Finance Meinber in his statement, they do_ 
hot take into account the possible reactions of those events on the revenues .. ·· 

7. The proposals in the new Finance Bill, after providing for a r~duction 
in consumption, !J.re expected to yield an additional revenue o~ 14,51 undet 
Custo~ as detailed below·:- 1 . • 

(i) Levy of new duties and increase in existing duties (excluiling the S-urcharge)-. 

Sugar 
Artifidal silk piecegoOO. 

Artificial silk yarn •• 

Raw cotton ... 
llachineq ... 
Dyes •• 
Boots ~nd ah001 .. 
Camphor •• .. 
Electric ·bulbs .. 

. l: 

... . . . . ... . . 
. . 

.. .. 
• • • • .. 

1931-32· 1932"33. 

3 1 
29 57 

5 10 

.43 8~ 

52 i03 

8 17 

1 .u' i) 

2 5 ' >·) 
5 iO 

154 310 
~ 

\ 464 .,. • r 

(ii) Surcharge of :M per,cent. an customs import duties inci~i;,j, exCise Jut~ 
on motor spirit, ker9sene and silver. · • · 

... ' .. ' 

Rs. .Rs ••. 
. ' .. ii .. . .. .. 3,31 6,62 . 

9,93 
· Taxe& on income. 

8. On the preaent basis of taxation the revenM estimates show a fall dl 
i,25 in the current year. as compared With the budget estimate of 17,44. 
Business has been generally worse in the current year than in the last, so that 
with the existing rates of income-tax and supertax, the revenue will show a 
still further falling off next year~ . , 

9. The net increase in revenu~. anticipated fro~ taxati6n of inc~mes 
between Rs. 1,000 and 1,999 and from the 12! per cent. surcharge in the current 
year and from the 25 per cent. surcharge in the next after allowing for the 
merging of the tax on salaries of Government officers in the cut in pay is 
ahown below 1 "" . l 

Taxation ot lower incomes :, 
-Surcharge •• .. .. 

. Total 

193i-a2. 1932·33. 
Rs. -, 
38 ·~ 

1,74 .. 

Rs. 
70 

3,01 

2,12 3,71 
"----r- _,.J 

o.n 



- ' 
10. 'l'he reductioa of the taxable limit of .income from Rs. 2,000 to 

na.l,OOO involving the addition of a large number of assessees ·will necessitate 
the entertainment of extra establishment whreh will cost 7 in the current 
year and 18 in the ne~ or 25 in the two years together. 

Salt. 

... 11.· The ~t revenue was ~timated at 7,05 in the budget of the current 
·year. A reduction of 8 is anticipated due mainlt fo reduced sales of locally 
manufactured salt in Madrall. 

12. The limitation of salt credits to 3 months~ the current year as from 
the 1st l>ctober 1931 and the tel'Illipation o!.the credit system altogether from 
the 1st March 1932 is expected to give an. _additional 2,00 in the two years. 
The imposition of the stircharge of ~5 per cent. will, after takin~ into account 
reduction in· consumption, give a further increase of 1,06 in the two years. 
'lhe distn"bution of the total increase of 3,06 is as follows :-

I' 

(') Limitation and ultimate abolition of ()redit system •• 

(at) ltnpoeition ol surcharge • , 

To tel 

1931-32. 

Rs. 
1,00 

21 ----
1,21 

1932-33. 

Rs. 
1,00 

85 

1,84 

3,06 

13. As regards expendit~ a. :reduction of 7 is anticipated as a result 
of economy in the current year. 

. Opium. 
14:. The total revenue from opium was taken in the budget estimate of 

the current year at 2,15. It is now expected that owing to a reduction in the 
indents for excise opium, there will be· a small decrease of 9 in the current 
year's revenue under this head. 

15. On the other hand, there· will be an increase of 8 under opium expen
diture in the current year due partly to the increased outturn of the last season 
and partly to increased payments to certain Indian States under existing 
·agreements regarding production and sale of opi~ in the States. 

Post& and Telegraphs. . 

16. The statement below shows the present estimates of revenue and 
expenditure based on the actuals of the first few months :-

Gross receipts •• 
Dedud working expenses 

Net receipts •• 
Interest on capital outlay ... 
Net losa including capiial charg~ to rev~~ue 

1931-32, 1931-32, 
Budget. Present 

estimate. 

10,96 10,78 
11,45 11,39 

-49 -61 
87 87 

1,47 1,59 
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'The savina uncler Working Expenses is due to v3rlons ~ea~~es of economy 
t~.lready adop~d. The deterioration of 18 is due chiefl>: 1i? anticipated short 
realization in stamp revenues and money order commissiOn, due allowance 
being made for the additional receipts expected during the year from enhanced 
parcel rates and insurance fees already introduced. : · 

17. The enhancement of the pbstal rates for letters and postcards is ex:~ 
pected to bring in an additional revenue of 37 in the current year and 73 in t~e 
next. 

Interest Receipts. . 
18. Owing to the replacement of the sterling securities in the Gold Stan

nard Reserve by gold, the interest receipts in England from the .inv~tments 
in the Reserve are estimated to be 24: less in the current year than was provided 
in the Budget. The receipts from this source. will probably ~n further 
next year •. ·· · · ·• 

Interest Payments. 
19. The budget estimates for the current year under the head Interest on 

'Ordinary Debt were as follows :-

India 
England 

Gross payments. 

Deductions. 
"Chargeable to commercial departments and the Pro

vincial Loans Fu.ad. 

Nel •• 

22,35 
21,14 

. (3,49 

'40,42 

, p,o7 · 
. . . 

20. The ·expenditure in India 'included 2,80 on account of discount on 
:treasury bills. For the reasons explained in the Honourable the Finance 
Member's statement on the financial situation, the present estimate of the 
.year's expenditure on this account is 5,01, or an increase of 2,21 over 
the current year's budget figure. There will however be a small saving of 
12 Uilder interest on ordinary loans.. · · ' 

21. As regards expenditure in England, there will be an increase of 40 on 
·account of interest and other charges in connection with the sterling loan of 
£10 million floated early in the current year. As against this, there will be a 
saving of 56 representing one half year's interest on the outstanding amount of 
India's war contribution as explained in the press communique dated the 
"26th June 1931 regarding the effect of His Majesty's Governm.ent's proposals 
following the Hoover plan. 

22. The total gross interest payments in the currentyear will thns.be in~ 
(:reased by 1,93 to 45,4:2. . . ~ 

23. The amount of advances to the Provincial Loans Fund in the current rear may be increased as compared with the budget owing to. d~terioration 
lil the financial position of the Provincial Governments, but it is not proposed 
to make. any change at present in the interest chargeable to the Provincial Loans 
Fund . m the a?sence of reliable estimates. The net interest payments 
on ordinary debt m the current y~ will the~efore be 5,00. 



;: . 24. As reg~ interest on ~tber obligations, a saving of 10 is anticipate(£ 
m the payments on account of mte.rest on the balances of Provincial Govern~ 
Jnenta and Railways. 

. · 25. The present estimate of total interest parroenta in the current year is-
J3,82 against 11,99 budgetted for, or a deterioration of 1,83. . 

~· .A.P'J"''P'iatim&/M ReJuctim& or Atioidanoe of Debt. 
26. The budget provision for the current year under this head 1VU 6,7S 

tnade up as follows ~ · 
· Obligaiory provision for railway annuities and sinking · 

• · funds and fot the 5 per cent. rupee loan sinking funds ,,19 
Non-obligatOry provision to make up the total provision 
· _- according to the Debt redemption scheme • • · • . 2s!)9' 

Total .. 6,78 

· 27. Owing to the amount of the treasury hills in' the hands ol the publio· 
outstanding on the 31st March 1931 being 10,00 more than the figure assumed
in the current year'• budget ther~ is an .~utomatic increase of 12 in the pro-· 
won under the head after talqng into. account. the Slll&ll• reduttion due to
larger cancellations in 1930-31 of the 5 per cent. rupee loans on account of 
purchases for the depreciation.funds. 

28 .. A sufficiently reliable estimate can not at present be framed of the total 
outstanding debt of the Government of India at the end of the current year to> 
enable· an accurate estimate of next year's provision under Reduction or A void
anc~ '0t_Deb~ but· it may sa.fely'be assumed that the· provision in 1932-3:}
\Vill not be less than that in the current year and may be 20 to 30 more. . 
J . 29. As explained in the lionourable the Finance Member's stau;men~~ 
it is proposed to reduce the total provision in the two yean by the amount of. 
.the nr:tcovered deficit during that period, that is, on present estimates 4,94_. 

· · ,' · · · . .· · Currency and M inl. 
' > • ' - .# .. " . -

30. As pointed out in the Financial Secretary's explanatory memorandum Ut 
connection with the budget of the current year, the estimates under this group> 

'depend on the transactions connected with the securities in the Paper Currencf 
Reserve and the circulation of nickel coin. Owing to the cancellation of trea-· 
aury bills in the Reserve and a large return of nickel coin from circulation on·
acco1mt of prevailing depression, there will be a deterioration of 53 under this· 
group ofwhich 43 is the estimated loss on nickel coin circulation •. 

I. . . ·- . . 
- ' . ExtraOf'diMry Items. 
31. Provision has been made for a reduction of 23 under Extraorwnary re-· 

. ce;pts in the current year as under the Hoover proposals nine months' Repara
tion receipts will not be forthcoming. The net receipts will· be '1 against 30 in1 

·the' current yeat'a budget.' · · 
otMr Heads. 

32. Tlie other variations in the current year under lieads not specified' 
· above result in a net improvement of 30 as compared with the budget, which is: 
! chiefly due to an ~ round reduction in exp~nditure. 

The 29tJa September, 1931. H. D~T};!NG. 



Supplementary note on Retrenchment in the civil a~ posts and telegrap'hs depart,. 
. ments. · 

1. A convenient summary of the recommendations of the General Pur· 
-poses Sub-commi~ee. will be found on page 70. of their report. The tw~ largest 
items are Civil A V1at1on and the Survey of India. The proposal to hold m abey., 
ance the Indian State Air Service ~as already been accepted_by Oover:unent'T 
while the reeommendations regarding- the Sii:rVey of India are undergomg de
tailed but urgent examination, as it will be necessary to come to a decision before 
the survey parties would ordinarily take the field. . . · · · · . · · ·• · . : 

2. The Publio Works, Accounts and Audit Departments Sub~com.m.iitee 
has recommended a reduction of nearly 3 lakhs in the Irrigation gr,_nt ll'n~p" 
nearly 32 lakhs in the Civil' Works gtant. The total" of these two grants in: 
1931-32 is 172 Jakhs> excluding, the bloqk grant for road development~ In addi· 
tion they have pointed out that by closing the New Delhi capital estimatea ~
flUID of about 12 lakhs yearly (representing rents and eharges for·eleetricity and l 
water, etc.) may be legitimately credited to revenue. All. ~hese: ,econo~~;. 
Government are expecting to effect. They are also hoping to save something by 
.charging certain maintenance costs of commu.nications. in centrally admiliister~ 
.ed areas to the Road Fund, if the Assembly assents to the Resolution on the 

I . . .'J 
subject. · , 

3. Under Audit and Accounts (joverD..IAent ha,ye already takem step91;. 
to stop the experiment of the separation of accmmts and audit in the civil.

1 .departments. By these and· other· means ·proposed by the retrencliment' · 
4mb-committee Government expect to realise a gross saving of most of the 
sum of 15!lakhs· recommended by that sub-committee. Of this sum about 
12llakhs affect the two civil grants _4;3-Audit and 37.-Separation of !ccounts 
:from Audit aggregating 116! lakhs. 

4:. The Stationery Retrenchment Sub-committee has recommended a 
reduction of about 16llakhs in the net grant of 63! lakhs for 1931-32 under 
Stationery and Printing. Government expect to achieve this, but 10 lakhs, 
representing a reduction of the abnormal carryover of stock in 1931-32, will 
have to be restored in 1933-34. 

5. The Stores Retrenchment Sub~ommittee has proposed retrenchment 
.amounting to 3!lakhs in the net grant of 8·32 lakhs for the Indian Stores 
Department. 

6. The activities of Government within the purview of the General Pur· 
poses Sub-committee regarding which the sub-committee has not yet reported 
include the revenue earning departments under the Central Board of Revenue 
the Secretariat departments of th~ Government of India, the activiti~ 
under the Commerce Department, and the centrally administered areas and 
sphere of the Foreign and Political Department. It is hoped to effect a net 
~>a ving of 90 lakhs in these departments, taking into account expenditure on 
Census. 

7. The act~l economies.proposed by the Posts and Telegraphs Retrench
ment Sulrcommtttee (excludmg the effect of a cut in the pay of present 
incumbents) aggregate Rs. 14·30 lakhs immediately and Rs. 44:23lakhs ulti· 
mate!y. . 

8. A statement showing the effect of the above retrenchments is appended. 
'l'he last column of the statement shows the net saving after allowing roughly 
tor the cost of compensation to ret.renched staff. · 
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STATEMENT. 

Budget Reduetioo Net 
grant, in Saving~ 

1931-32. 1932-33. 

Field covered by General Purposes Sub-Com-
mit tee 321·77 121•21 100. 

~ ' ' • I ,• 

Field not yet covered lly General Purposes Sull-
Committee including Censua 1.758-39 120 00. 

P~ W.Granta : 172·17 34·79 •• .. 
' .. 
• . (out of New Delhi accoimt) 12·00 

S~tionery a.nd Printing . 63·29 16·56 

Audi' (Civil) 116·56 12·43 
\ 60 

(P.&T.) · •• 2·55 

· (Railways) •• 

·roJ Indian Storei Depairtme.Dt .. 8·32 3·77 

P~ a.nd Telegraphs - U-30 

Total (lakhs) 24.40·50 338·11 2m 
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Table referred to in t'M H(}rt(JUrabk the Finance Member's State~ on d.~ 
financial position. 

(Figures ib Iakhs of rupees.) 

-··. - -- ··---
___ , -·--- --·-·· .. 
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' r7J ... 

1~%1-!2 •·• 91,32 60,63 1,00,81 13j70 4,46 - 1118,97 -27,65 

1922-23 w 91,59 67;39 88;19 13;87 4;55 .. 1;06;61 ~15,02 

1923-24 .. 1;03,19 69;16 81,21 15,97 3,62 .. 1;00;80 +2,39 

1924-25 ... 1,02,15 ,0;25 77,79 14;90 3,78 " 96;47 +5,68 
1925-26 .. 99,16 '11,o7 ~7,51 13;37 4;97 .. 95,85 +3,31 . 
1926-27 ... 97,92 '10;84 78,22 11;77 4;97 2;96 97,92 . ' 1927-28 •.. 90,30 71,12 76,91 10,57 5,04 -2;22 90,30 

1928-29 - 91,66 '74,82 77,10 10;20 5;42 ~74 . 91,98 -3:& 
1929-30 .. 95,69 75,96 78,83 10,85 5,74 .. ~5,42 +2'i 
1930-31 (Revised) 84,22 69,82 79,6'1 11,08 6,15 •• 96,90 -12,68 
1931-32 

Revised). 
(First 76,66 70,77 75,49 13,82 6,90 .. 96;21 -19;55 

1931-32 (Second 85,21 78,95 74,66 13,82 4,43 .. 92,91 -7,70 Revised based 
on present pro-
posa.ls). 

1932-33 (Forecast 91,67 85,05 65,95 13,34 4,68 •• i3,97 +'Mo based on pre-

I · sent proposals). 
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