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LEGiSLATIVE ASSEMBLY. 

FridCly, 29th l~'()br1J,ary, 1924.. 

The Assembly met in the Assembly Chamber at Half Pl\8t Four of 
·the Clock, Mr. President in the Chair. 

BUDGET FOR 1924-25. 

INTRODUCTORY. 

The Honourable Sir Bull Blackett (Finance Member): Sir, if precedent 
had been ·followecl, I should not now be opening my Budget. It has 
lcen the pra(ltice in pust years for the fina.ncial statement to be made· 
on the monling of the 1st of March·, and to be followed immediately by 
II. motion for leave to introduce the Finance Bill. ·This year, I propose to 
introduce the Finllneo Bill on the 1st of March as usual: but, I make my 
financial statement to-night out of regard for the convenience of almost 
(·very one ooncorned, except perhaps the Finance Member. 'I'he commercial 
wmmunity will be glad of the· opportunity to study the budget announce-
ments overnight instead of in the middle of a busy day; Md I am also 
glad to be able to afford some slight relief to the devoted band of officials 
who, on past occasions, have been kept at work all night in order to bring 
" new financial statement safely into the world in the morning. I anI 
told that a record is being created in the presentation of the Government 
of India's Budget 011 the 29th I<'ebruary. But the choice of February 29th 
bas no significance except that it happens this year to be the day before 
the 1st of March. The suspioion that to-day was chosen in order to enablo 
\1S to impose taxes, which are aunual taxes, until the 29th February, 1928, 
is, I hasten to assure the House, unfounded.· 

2. I had occasion a year ago to lament that I could not give exact frgureR 
for 1922-23 and had to be content with what I described as nothing more 
than a second guess, on the basis of nine or ten months' figures, of what 
the actual outtum would be of the Budget for the yea.r then about to close. 
I had even better reason than I knew for this complaint. The figures which 
1 then ttBve for 1922-28 showed revenue at a totolll of 121 crores and 
6xpenditure at a total of 1881 orores, leaving a deficit of 17t crores. l'ho 
fctual figures shaw that lover-stated the deficit by no less than 2t crores. 
Revenue amounted to 121'41 crores and expendit\lre to 186·43 crores, 
leavihg a deficit of 15·02 crores. 'rhe improvP,lIlent WBR mainly ullder the 
1,ead of Military Expenditure, where, in addition to other minor improve-
ments, a sum of £800,000 provided as tbo Indian share of the cost of 
disbanding ,ntrt>]us troops was not, in the pnd. lItiliR~d. In view of this 
important diftercncebetwean t.h£! revised Budget figure, to which some 

r ]06!) ) A 
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prominence is given in t.lltl annual Budget Statement, and the acty,al 
l'utturn, which receives practically no publicity, there will be b ~ d up 
and circulated with .the Budget speech a comparative table showmg the-
kl'tual<-outturn for each of the last ten years, which will,·I think, be con-
venient to those who deaire to study our finances. 
S. My inability to present anythilijJ morc than a second guess is even. 

more vexing this year than it was a year ago. Last year, unhappily, the 
only question was how large the actual deficit would be; this yeur it may 
well be that the progresR of revenue and expenditure in the last two months. 
of the year may make all the difference between a surplus and a deficit 
On ordinary revenue. In every year but two of the last ten years the final 
outturn of the year haa proved !pore favourable than the revised budget 
('stimates have indicated. . ... 

4. 'I'he Budget estimates as finally settled a year ago providtld for a 
surplus of 81 lakhs. 'I'ho estin18ted revonue amounted to 134'00 crores 
und the estimated expenditure to 184'09 crores. I warned the House more 
than once that neither on the revenue nor on tbe expenditure side could 
tho figures in the Budget estimates be counted upon with any great 
essurance. The revenue figureR were arrived at in a spirit of SODle 
optimism 8S to the prosperity of trade and commerce not· altogether 
justified in the light of European conditions, while the expenditure figln'es 
assumed that we should succeed in introducing and giving full effect t(). 
rfltrenchments recommended by the Inchcape Committtle with much 
rtll~t r rapidity than Ii cautioUi; :Fill!.LDl!C l\1embtlr could prOmiS{l. 'l'he 
information available at the present date makes it clear that our revenue 
estimates were unduly sanguine. On the other hand, I am glad -to be 
able to inform the House that we have succeeded in reducing expenditure 
to a. figure considerably below the Budget estimate. The present indications 
ore that the total revenue will amount to 129'52 crores as against au 
£stimate of 134·00 crores and the total expenditure to 129'90 crores I\S 
against an estimate of 184'09 crores, leaving a deficit on ordinary revenue 
of S8 lakhs. I leave out of account a windfall, of which I shall have 
more to say later. I mention it here only in order to bring out the happy 
fact that, while the margin between ordinary revenue and expenditure, on 
the basis of our revised Budget, is so narrow as to make it impossible, till 
final figures are available, to say for certain whether there is a surplus or 
Il deficit, we are ( ~  on the most unfavourable assumption) sure of a 

~id rabl  realised 1Jurplus after taking extraordinary revenue into account. 

RBVIBW OF THE YEAR 1923-24. 

Revenue. 

5. As in ]922-23, so in 1923-24, we based our estimates on hopes not 
indeed of a boom in trade, but of a steady revival 
of which there seemed to he some signs early ill 

the year. 'fhcse hopes have, one,e again, not been fulfilled, although it 
~  likely that there will be in 1\:)23-24 a record Rurplus of export,a over 
imports. During the first ten months of the financial yoar, the sU!'J)\us ill 
value of export,s of merchandise amounts to 108'4.7 crores as against 62! 
orores in the corresponding period last year and an adverse balance of 
29'60 ('rores the year before. 'I'he net import,s of bullion, although substan-
tial, have not reached the figures of 1922-28. with the result that there 

(\t>lIeral. 
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11'mains a Ilet bBltUlce after allowiIlg for buUioll of 68'42 crore" in fav{Jur 
of India as against 20i crores a. year ago and ad vemc balance of 83 croret;. 
ill the iii'st ten mOllths of 1921-22. ' 

6, The volume of our E!%port trade has continued to expand. 'l'hechid 
i.ncrease is Ullder grain and pulse, where it amounts to 600,000 tons in the, 
+lrst nine months of 1928-24, due alm09t entiroly to 8 resumption of exports 
(If wheat; but with, Bcarcely any exception every dass of goods shows lIoni!" 
increase. 'l'his is true of imports also, which show 0. seriouR dccliue in 
two: cascs only., '1n one of theRe the Houlle will be specially interested. 
'1.he impqrts of coal into lndia fell by exactly u. third, or by 284,000 tonI> 
ill the first Iline months of the current year when compared with those of 
the corresponding period of 1922-28. •• Grey twist and yarn" and 
•• Grey· piece-goods ,. also declined, but the quat1tity of practically ('wry 
other class of imports has inereasoo, while at the same timl1 th('l'e hat,l 
usuo.lly been a small fall in values. The year has been one of fairly stt:'lldy. 
1hough at times difticult tradc, but favourablo to lndiu in the balaullc. 

7. })riccs of Indian product!! have on the whol(> remained remnrktlbly 
doady throughout the year, with the exception of raw cotton which,' 
(;wing to the uncertainty and th,e eventual shortage of the American supply, 
has been subject to considerable fluctuation. In November 1928 cotton 
I rices reached their highest levd since 1918. 'l'his has inevitably reacted 
upon the activities of the cotton industry, Food grains, on the other hllnd, 
Lave fallen steadily sinoe April and the wQ.olesale price of ccreQI>l ill 
Calcutta in December last was only 5 per cent. above the level at tJw 
l'ud of July 1914. Sugar showed a tendency to advance. whilRt tea hUll 
teen obtaining record prices. The prices of raw jut-e have been l~i , 

tently below those prevailing at the similar periods in the preceding Y<UI.r • 
• 

'1'he close of 1923 was characterised bOy somewhat firmer prices for raw 
materials in tho chief marketR of the world, and it is fair to say that there 
is a greater illnlSfl of socurity among producers and merchants thl1l1 at t i~ 

time last year. The period of large returns haa. however. a t~d and 
~ ral industries have still to adjust themselves further to lowel' rateK of 
profit. 

8. The slow recovery ot tradeaud the fall in prices of imported article£ 
have resulted it our being once again disnppoiJlte,J 

CulltomB. in our CustoOlS receipts. The actual figures for 
Customs r~ i t  up to the end of .J anuary point to a net revenue lor the 
year of 40'42 crores as compared with the Budget estimate of 45·)0 crores. 
Sugar provide. 1,15 lakhs. l ~ revenue than we had anticipated, and it is 
evident that under this head i i.(li . ~ allowance was made for the roouce:; 
tariff valuation. While the volume of imports of other articles hSIl in 
most cases not been unsatisfactorY, the amount collected onaCCouIlt of 0111' 
ad valorem duties has declined." We anticipated 1\ decrease of 73 laJ,hs 
under imports of piece-goods. liB lakhs under 'ft,etn.lll. and 85 lakllR under 
cutleT! and hardware, while owing to adverse conditions in the Bombay 
mill-industry the ezci88 duty on ClItton a,t~' a t' r r  will fall short ot the 
Budget by 38 lakbs. 

9. To the extent of about 50 lakhs the failure of Customs r t~Il t  

fulfil our expectations iR due to the decision of the Bomhnv HHI ~ t, 

that stores imported by Railway Companies r i ~~ State Jines;; '() l~llll , l' 
the definition of .. Government stores .. and hnve to be· pllssed fl'ne of 
d11ty. An appeal has been preferred to the Privy Council again':lt this. 

A 2 
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judgment. If we are successful, we shall recover 50 lakhs from the Com-
pany managed Railways which wiII go to the HevtJnue sido of the Budget 
of 1923·24. If, however, we are not successful, we Rhall not onl;y fait 
to realise the 50 lakhs in question but we shall have to pay to the Hailwa) 
Companies a further sum, estimated at about 2 crores, by way of reflmd 
of dut.y collected from them after.. the definition of ., Government f..tores .. 
on which we had always hitherto act,cd was brought into que;jtion b l'~ 
the Courts. . 

10. The Budget estimate of gross receipts from Railway.s was placed 
J' 'I at 95'57 crores. During the earlier part of the finaD' 
.&1 ay~. cia! year the published figures of weekly earnings 

were unsatisfactory. 'l'hey were considerably affected during the mor.soon 
and again in December by brenches in important lines due to flood an,', 
stonn. Since the middle of December, however, there has been a 'Jtri i ~ 

improvement in gross receipts which enables us to place our estimate for 
the whole year, at the figure of 94·22 crores, which is only It ClOre I ~ 

than the Budget estimate. On the other hand, we have effected" ,.,aterinl 
l'eduction in working expenses and, in addition, the outgoings under the 
head of Programme Revenue expenditure have boen less than we expected. 
nnd I may add, less than is really desirable in the intercsts of our Rail-
way properties.  'l'he total saving ir;t working expenses, us compared witl:; 
the d~ t, amounts to 1'93 crores. W c thus anticipate an improv!'mellt ' 
of 58 lakhs in our net receipts. 

11. Opium receipts ~d the estimate by 38 lakhs, but, there is a 
0l,ium, decline of 22 lakhs in the net gain to CelltrH.1 reve· 

r'o.1;3 and ·J'elllg>'&phs. nues from the Posts and 'l'elegraphs Department. 

Under the heads of "Interest", "Currency".and i lla ~ , thert' 
Itt C ~ is an improvement of 1,42 lakhs, largely due to the 
II M'CI, Qrroney, c. higher price for short money in London and to tilt:, 

fact thllt favourable opportuniLI6s for remittance have enabled us to build 
up large reserves in sterling which will be very useful toO us during tll(~ 

coming year. 
12. Honourable Members will not suspect me of forgetting Salt. Th(! 

. Budget provided for a total salt re_venue "f 111 
l'alL. crores, including the additional 4l cror,os expected 

from the doubling of the duty. Circumstances which are not unfamiliar 
have had the effect of seriously intetfering with the normal progress of salt 
revenue during the year. To begin with, there were very large iSFlues of 
salt during January and February 1928, in anticipation of the enhan''Joment 
of the duty. The hope of profiting by a reduction in duty in ~ '.  ,25 has 
now led traders, especially in Northern India, to reduce their stocks as far 
as possible. An examination of pa.st, statistics shows that the issues Ilgainst 
consumption in a normal year would amount at the present time to ap-
proximately 4,95 lakhs of maunds, The actual issueR for 1928·24 are expect. 
ed to amount to about 3,80 lakhs of maunds. 'I'he over·is!lue during' 
January and February 1928 ma:v be put at approximately 86 laldls of 
maunda, so that something like 80 lakhB of maunds represents the afrJount 
of "alt which would have been issued but for the Rnticipation of a r~d ('ti  
of duty in the preRent Budget. I may add that I have been un'lhle t,) 
find Rny evidence that the restricted issues have becn accompl\nied by an,v 
reduction in actual consumption. In the reRult, we now anticipu.te that 
our total revenue from snIt in 192..Q·24 will amOtmt to 8t eroreR, ;vhich ill 
~ crores leIS than the estimate. 
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E:x:pendituT8. 

13. The only imIJOrtsnt excess of expenditure over the estimate occurs 
o  . under the head .. Opium ". It will be '"ClUent 
plllDl. bered that a supplementary grant of 77 lakhs wus 

voted during tho July session to enable us to meet an excess of payment ... 
to cultivators in the United l'rovinees and in the Central lndia States dml 
to all i r a~  in the outturn of the last crop. It is now (\xpected that· the 
excess will actually amount to 70 lakhs. 

14. There has been a substantial saving on the Budget provision for dis 
DiIlOOUlIt on Trl'&llory COWlt on Treasury bills whieh reflects the gredt 
Hilla, IlIoorllllt on Rupee . improvement in our ways and DlI'ILDS position. Ou 
10all8, ek. the 31st March 1922, Treasury Bills outstlUldinf 
with the public reached the fonuidable total of 54 crores. 'l'hill figure had 
been reduced to 22 crores on the 31st March 1923. On the 31st March 
1924, it will be approximately 2 crores. It is not neccssary for me to 
emphasise the great gain to our financial security which th£lstl . i r ~ 

disclose. With a large amount of debt maturing from day to day, :\11 within 
a few months, we were in a serioulil position if any unhappy emerfltncy 
had arisen. 'l'he Finance Department's constant anxiety was to kno.v hbw 
to find the money if Treasury Bills had to be repaid, and they were "ften a+' 
the mercy of the market if the bills had to he renewed. 1'he market also 
appreciates its rele!lse from conlltant demands b'y the ~ t for shol't 
money. Indeed, such is the perversity of human nature that the (lom 
plaint now tends, to be that there. are not enough Treasury Bills i.e go 
round. The favourable rate at which th.; current year's rupee lonn· wap 
issued has also resulted in a sllving ~ the Budget provision for :·harges 
connected with new loaus. There has been a small e."Ccess in the provision 
for new  sterling loans i .~ to our baving raised 18 million pound£. in 
London instead of the 15 million pounds tentatively enter('d in t·he Dudg('t 
statement. On the wbolB. we expect a saving of 74 lukhs in thl1 gross 
interest charges on our debt. 

15. Under the head of sinking funds, there is a net saving of 80 lakhs, as 
S' k' f dB wo have found it lmnecessary, i ~ to the improv-
111 mg ~1I • od stRte of the Government securities market, ·tv 

use any portion of the additional provision of 80 lakhs which has been made 
during the last few years for supporting the two long-tene 5 per cent. rupep 
loans. 

16. The Budget estimates of Military dit 1't~ for 1923-24 amounted 
. to 65'05 crores ~  and 62 croros net. ..\s hail 

MllitQy I'ltpe1'dlture. already been announced to the House, full 'effect 
has now been given to the reductions in British troops proposed b,} the 
Retrenchment Committee except in the case of one cavalry ro!'!'im(;'ot nnd, 
Jhough the full resulting economies will not accrue until 1924-25, Hit( 
Exc,ellency the Commander-in-Chief hRR found it possible by meanll of 
various economies to reduce the estnbl;shed chal"llcs of the MilitBrv .. erncc& 
for 1928-24 to 60t crores as a~ i t the figure of fH·94 crores included in 
the original estimate. A Don-recurrent crpdit of 2t crores from t ~  

tion or disposal of snrplml store's was provided for in accordance with the 
recommendations of the R tr~ t Committ.e<'. The Ilctllld credit 'Jill 
amount to approximatelv R croreR. On the ot,her hand. the llll,pst ·'st,irnltt., 
of special expenditure in W"v.iri!lt,l1.n is ahont 2 {',"orcs RR 8t!ninqt, HII' fl"'urp 
of 1'69 C1'Or68 incl"..1p.d in the Bnct"pt. OTAt.,tities, et.c., for tlemobiJised 
ofIlcera, for which og lubs was provided, will coat U8 Ii crores. 
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17. All these figures include ~li  ~~ di r . oonverted mto ru.pecs 

at ]64., and on this basis the revIsed Mllltary OlItlmate stands l\t GO·2() 
Ct'Ore8 net. From this total a sum of 46 lakhs has to ~  deducted repre. 
Renting the saving under the head of Exchange, makmg the net figure 
69·74 croreS-6 total saving of 2,26 lw<hs or, if exchange he ~ l d(..'d, of 
],80 lakbs. 

18. The non-recurrent; saving of 3' crores in respect of stores has of 
course been t\ prominent facior in keeping down our Military expenditur'! 
in ]023-24. Our pos,ition haR, also been materially aR i t~d by t\ non 
rcourrent receipt of 41 lRkhs. During the Wllr temporary hncs were cou-
structed for a number of Indian Battalions raised for tho British Uovern-
ment, and the cost of these Iincs was charged to the British Government. 
Since the tllMninlltion of the war thc lines have been gradually dispotled of. 
hut the British Government have only recently accept.ed our contention tbat 
the sBle-proceeds belong to the lndian exchequer in ) ~ of thl" 
arrangement arrived at when the further contributi911 towards the expensp.to; 
(If the war wo.s agreed to by Jndia. -

19. There has also been a saving of i crore undElr other heads of Civil 
Expenditure, but the largest saving on the expen-
ditmre side oocurs under the head'" Exchange ". 

'l'he rate of exchange has, eXCl'pt for a ~  days, stood above the figure of 
lB. 4tl. Rssumetl for the purposes of tho Budget for 1923-24. It has 
htood above h. 5d. I1l ~t Clontin!J0\lsly since November and the ~ ra  
rate for the current finanCIal year IS expected to work out to approxllJlately 
IB: .4id. 'rhe ~ lta t saving i!l net expenditure. outside Inaia, including 
M.lhtary expenditure und eXf){mdltllle on commercml services ar abJ~ to 
revenue. l~l t  to 1,28 I~ . In dditi ~, there is a saving in exchange 
of approXltllately {)() lakhs In r R ~ t of eupltal expenditure. 

20. The above variations in revenue and expenditure are summarised 
below: Summary. 

('uatowa rennue, II!8!I 
ilalt revenue, 1098 
Opium \·evclIIie. I111Ttl • • 

Net. recciph frllm Raihra:¥s, more • • • 
Net rPCPiptH frnm Posb aDd ,Telegrar.hs, ]81. (1;2 
IItkhs (If thE! deterioratirn ill nl'minal due to 
the rlebit to the I>t-part mt'Dt fer 1 he ir~t time 
nf nle coAt of pensiOD" and to va:vment made 
frr.thl'tI1ock of pnRtaj%ll and te1egrnlh lItamlll! 
whll"h have now b8l'll taken over by the Do-
partWt'lIt) . • . 

I .t~'r t , Currlll\ey and Mi.cellu.neoul receiptlJ, more 
Mlhtar.v reCtlipt., more • • • • • 
I,ola bv ex ·hllonlte ou reVl'nue rowiRed iu Englllolld 1108 
• Jll ~ with 11 4tl. rate assumed for Budget 
Minor vanatlonA 

Tota.l 

Net detmoratieD ia'reVeDllll 

(In lakhs of rupee •. ) 

( + Bettor, -. 'Were) 

38 
u8 

1,41 
1,17 

4,"8 
3,01; 

1,24. 

18 
17 

8,729,10 
' '~ ' 

-1i,18 
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Opium ~ dit r , more. • • . • 
Sa.ving uuaer expenditure Cln stamps and 8Upel'lUl-

nUllotion all(;wanoos and pcnsionllfwing to trans-
fln'd to the Posts and l ~l'a bd lJepartment 
(soo expla.na.tion abovll uuder Posts and Te1e-
ra ~ receipts) • . .' 

Saviul( in intere8t cha.rgeablo to PORts and Tole· 
I'(ra}lhs and in capital outla.y of the Department 
charged to I'evenue .  . 

Sa.ving in gross intol'est pa.yments • 
Sma.ller interll.it r ri ~ from Provinoial Hoveni-
mentl • • .  .  . 

a ill~ III pl'ovi.ion for i ~i  funds . 
Saving in groMM Milita.ry exponditure. • . 
Saving in exchange on grll8s expendittlre in Eng-
land aM compared with lB. 4tl. ra.le assumed fur 
Budget •. ••• 

Minor variations (mainly sa.vings ill Civil expen-
diture) .' 

Total 

Not saying in expenditure 
:N et deterioration on Bu(lget anticipations 

Surplus in J.,udget 

Doficit·ntw anticipated 

Realised Surplus. 

1075 

(In J"kh. of rupees). 
(+Betttw -Wllne). 

62 

40 
74 

80 
63 

1,41 

1i4 

70 

6,14 95 
"----r--------l 

+4,19 
-1,19 
81 

38 

'21. So far I have been dealing only with ordinary revenue and expendi. 

" illd1all. 
ture. 'l'he figures are so nearly equal that, 
although they point to a small deficit, it would 

llot be surprising to find that the final figures show, after all, a small 
~ r l  on the ordinary Budget. We have, however, been fortunate enough 
to corne in for a valuable l y~ There are certain sunts .which hu,ve 
for some time been lying in ~  and which represent the profits from 
~  control of eIlemy ships aud similar it.ems. It has not hitherto been 
possible to say how much, if any, of these SWllS could be credited to Indian 
revenues. A great number of intricate problems had to be cleared up 
first and even to-day there ~ still some postlibilit,y of counterclaims being 
established against a portion of the amount!! in question. But we arc 
able to say with fair certainty that £3} millions (equivalent at I,. 4id. to 
4·78 erores) representing profits from the control of enemy ships belong to 
India. Out of this sum the Government1of India propose to reserve. 25 
lakhs for the payment of .6Z gratia grants to private individuals in con-
sideration of losses suffered through enemy action. If the whole of toe 
remainder of this windfall ~r  credited to the revenue of 1923-24, there 
would be a surplus (including both ordinary and ('xtraordinary revenue) of 
over 4 crores after allowing for the deficit of 88 lakhs provisionally entered 
-on ordinary account. 
22. In the absence of Bny special arrangement this surplus would, ill 

tile ordinary course, go automatically to debt reduction, and, in view 
of the deficits of previous yelll'!!, it is clearly desirable that as mueh of .: 
88 possible should bc so applit"d. An item of extraordinary revenue of 
this sort ought not to be used for meeting ordinary recurrent expenditure 
or, indeed, any expenditure normally chargeable 82"ainst ordinary revenue. 
We have, however, still to provide the means of meeting the sllecial 



1076 LBGISLATIVB AsiumLY. [29TH FBB. 1914. 

[Sir Basil Blackett.] 
charge of 2 crores tor repaymcnt to the a~l ~1  ?f I t 1~a  duty ~  
imported railway materials if the Cllse goes nga1!lst us m tho PrIvy Councd. 
This expenditure is, indeed, part of the expenditure properly chargeable ~
1923-24 if it eventually bas to be incurred. I. tht:refore propose ~ retain 
2 crores out of the available surplus temporarIly lU suspense pending the 
decision of the Privy Council. 'I'he remainder of the surplUS, estimatcd at. 
present at approximately 2,06 lakbs, will be applied automatioally to the 
reduction or avoidance of new borrowings for capital expenditure. 

GENERAL. 

23. I do not propose to go again over the ground whiCH I covered II. 
year ago in reviewing the l)osition of India's finances at the close of 
1922-28. Broudly speaking it mny be silid that hoth in t,he provincfI!,; nnd 
in the Central Government the era of unbalanced budgets has now been 
brought to an end. We have got rid of practically air our embarrassments 
in regard tofioating debt and can fllce the necessity of meeting short-
term bonds which mature in the lIext few vearR with confidence. There 
ill no longer any fear of our being forced to l;ndesirable expedientR, 8ueh ail 
currency inflation, in order to meet lInr outgoings. And if the time haR not 
~i t corne at which we can replace the present statuoory, but inoperotivo. 
Tatio of 28. gold to the Rupee by an efif'ctive ratio, this if'! due not to OUI' 

~ inability to maintain our currency in I.L sound condition but to 0. COll' 
tinuunce of economic instability in other pl'trts of tho world, which makes-. 
immediate ~abili ati()  UDattrllctive. 

24. The improvement in our position itJ happily reflected in the improved' 
market price of all our rupee securities. On the 15th February, 1\)28, 
the 5 per cent. tax-free loan 1945-55 was quoted at RBB-lO; on the 15th 
]"ebruary 1924 it was quoted at R98. Tho quotation for the 5 per cent. 
ioan 1929-47 has risen in the same period from R82-10 to R93-2. In 192it 
we were able for the first time since 1919 to roist! money by a long-temt 
issue, and the improved quotations which I have mentioned givo us good 
reason to hope that we may do even better in 1924-25. More important 
still, the general improvement in our position should enable us, as I shall" 
show later on when I come to the \Va:vs IUld Mean" Budget for the coming 
year, 00 avoid any new borrowing in London. 

25. One striking feature of the year 1 ~  is the increased popularity 
POilt omre' Cub terti. of our Post i (~ Cash Certificates. Originally 
leatel.· . issued in 1917, these certificates, thanks to It 
strenuous campaign for i ~. were taken by the small investor to a total 
of B crores net during the period'ellding 31st 'March 1919. From that timc· 
onwards, year by year, repayments considerably exceeded new purchases 
And on the 81st March 1923 the total outstanding had been reduced to 1\' 
crores. There is nothing which will give a -greater stimulus to econom;:.-
progress in India than the exten"ion of the _Raving habit. The year 1923-24 
has seen a very hopeful d l~l J t in this direction. From the 1st April 
1923 the terms on which J>ost Offiee Cn."h Certificates wer!' issued werl' 
improved, so that thtw now offer n net yield of 6 per cont. compound i t('r ~t 
to those who hold them till maturity. At the Rnm(' time fiR the ililslw ot 
new certificates beg-an, endeavolJl·R· were ad(~ in ynnOUR directiom< to 
popularise them, with the reRult that d ri ~ the t,en month" endin'l' the 
Slst January 1924 a total of A crorCR gross Rnd 4! crores net (aftm' aJlriwinO' 
for repRyments) Wfl.R invested in thill wav to tho ('reAt RdvantaQ'o both of 
the small investor who lent us thE' mone;; and of tIll' Gov!'rnmcmt of India 
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who borrowed it, us well as of tho Iucliau people us B whole who arc 
rioher individually by the ruDOWlt of their savings Bud collectively by thc) 
productive capital l1!!sets ill which these savings have been invested. It 
r ~y shortly iltl necessary to reconsider the terms on which cuh certificates. 
arc imnwd if. us seem", probable, the Government of India are able to 
place rupe(\ loans ill the open market on terms which .show a consider-· 
able impl'Ovtlment. 011 thtl ~'i ld of nbout fii per cent. subject to tax at wmch. 
last year's Joans were i';;8ued, Hut it is my eornest hope, and I trust that 
nIl Members of the I.egislature will URe their influence in the Sllme direc-
tion, that the habit of inVf'!'lting in PORt Oftice Cash Certificates will go on 
j;prelKling throughout Indin alld thnt both ,the number of small investors 
who tako t~) the h"bit nnd II~ Ilg/,,'1'eg,,h1 volume of their purchases win 
go on increasing. 
26. 'I'he holders of all our securities in India have benefited by tht1 

general improvement in the outlook for Government finances, Qnd not 
least those ld ~r l of OUl' St per cent. rupee debt who bought or SUbSCl'ibt>d' 
for that stock before the WIU' at 01' near par. It will be remembered that 
the question of doing something to assist such 110lderFl was carefully ex-
amined It few years ago. But the conclusion reached, and indeed it was 
the only possihlo conclusioll, wal'! that tho sound and sure way of alleviat-
ing t,hoir position it> to r(~ t r  tho general stubility of our finances. Thp· 
rise in tIll' qllotl.tioll of 'the III pill' eent. rupee paoer from its lowest point 
oLRli2 to a maximum figure of ROO-2 during 1923. and the further rise 
~ i  occulT{,d early this month, when soasonal influences might a (~ 

been OX}lcctcd to depress tho pricf', i>! an earnest of what we may hope-
will prove II pcnnRn<>nt r('coyery. 

Debt. 

27. T 110W c()mc to our debt position. The figures which I am about 

Debt., 
to give arc in a Ilew form which is, I think, more 
cOlnprf-'hellflivEI and Rccnrll.t,c than the form hitherto· 

adopted. The total debt of the Government of India on the 31st March, 
1924 will be constituted ns follows: 

In Iudia-
LoanB. • • • • • 

(R •• LakIIR.) 
~, , ) 

Trea.llry DillK ill the band. of tho pllblk 

Tllbl in India 
In England (at RN. 11»)-
I,oan.. . 
War contribution 

Un£I1J1(I,!U- . 
Tc.tc.1 in England 

l'rst Offire Raving. B:mkH 
Cash f'cl'tirl'a.tpi , 
Prc,vidl'nt ll d~. etr. 

~rlr1  

2.11t 

3,6"1'2 
2R.!lO 

21.,R7 
!lJil 
30,97 

Th" Capit.1I1 valull of tJlflliahili·i"e undprll(>ing redol1'p·jot' 
bv WI\V ,.£ 'l'"rrninl\h1e R,,;'W'\v A nnllHipR. . ( llllti ~, 

on Slat March llr.U, to £60,OO;),4SlJ, ()r at R., n 
Total debt 

3,80,1)2 

3.93,12 

7::1.31; 

8,27,39 

90.14 

9,17.Glt 
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I have excluded Treasury Bills, a ti ~ to 40'65 crores, held in the 
Paper Currenry UeseTve, as these represent a liability Dot entirely compar-
able to ordir&ry public debt. If, however, they are included, the gross 
total of the debt amounts to 9,67·18 crorell. The corresponding total on 
the 31st March a9'..!3 was tJ,29·55 crores including a similar total of 
49·65 crores of Treasury Bills in the Currency Reserve and 8,79'90 erores 
excluding these 'rreasury Dills. 

28. Of the total 011 the 31llt March 1924, 11'88 erores are due to the 
discount at which some of the loans were issued. This liability is treated 
as an interest charge under our system of book-keeping and is being extin-
guished by annual appropriations from revenue within the period of each 
Joan. It Hhould therefore be exc:ludod from ollr total debt figure, which 
is thus reduced to 9,05'G5 crores. Of this, 5,78.39 crores Me classed al\ 
productive debt and 2,28·45 clrores 61;1 unproductive debt. The balanoe of 
1 I~'~1 crore!! represents loans to Provincial Governments. These figures 
(ompare with 5,55·07 crores of productive debt and 2,29'11 crores of un-
l.roductive debt a year ago and 87'49 crores of loans to Provincial Gov· 
ernments. The rupee debt, which  stood at 4,23·98 crores on the 31st 
March 1923. amounts to 4,34'27 crores on the 31st March 1924, while 
the sterling debt haR risen from 304 million pounds on the 31st March 1923 
to 8221 million pounds on thl) UIR!; March 1924. 

29. This brings me to the general question of the provision mc.de 
r ~l. fur debt reo annually in our expenditure for sinking funds. tlo 

drmptlon. long as we have a considerable annual programme 
or new productive capital expenditure, any provision for sinking funds 
operates, not to reduce the net total of our debt, but to reduce toe amount 
of it which is unproductive, ani t.Jw amount provided becomes in effect a. 
·contrihution out of revenue towards productive capital expenditure. 
Instead, therefore, of speaking of such a provision by the (lonvenient but 
·misleading title of a i i ~ fund, it is preferable to describo it 8S a con-
tribution out of revenue for r...,duct,ion or avoidanco of debt. 

SO. The amount provided for redlwLion or avoidance of debt in the 
.Estimates for 1923-24 was liS follow'S: 

(Rs. Laklis.) 
It, l ,li~

l~ per ccnt. Depreciation ~' lld again.t·-

ri per cpDt.. Inclian Wo.l· I.oan, 19l29-47 '1 
I) per cent. Tax-free Loan, 19';;-&[; 83 

Lump Mum afldition to the ~  made in and 
ainue 1921·22 80 

.In E."gll."-nd-

War cont·l'ibntion -annual inRtalment in re-
payment of principal 

Ro.ilwa:v Annuities (capital portion) and .ink-
ing flUids • • •. • • 

~,  

l,Ii44.!lOO 

Total in England • 1,987,200 

(R .. Lakhl.) 

1,1)4. 

i~  at R •. It;= 2,98 

Total pl·ovi.ion 
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As I have alrt\ady explained, the I:Ipeciu.1 optioIlul addition of 80 lakhs, 
lIlooe in BDd since 1921-22 to the depreciation fund for the two 5 per 
(=,ent. Rupee loans was not required during 1923-24. '!'here was also 8 
,!laving in exchange on the sterling items of 9 lakhs, so that the total 
actual expenditure for reduction or avoidance of debt during the year 
will have been &3,68 lakhs,' 
The corresponding figures for 1924-25 on the same basis would be B4,65 

Jakhs including the special 80 lakbs aud B3,85 lakhs excluding those SO 
lakhs. An addition of 14 lukhs has to be made to the Depreciation fund 
for the 5 .per cent. tax-free loan 1945-55 as the result of the further issue 
·ot that loan last summer. The halance of the difference between the 
figures for the two years is ('xpluined by (\xchnnge variations and by an 
.automatic increase in the capital portion of certain annuities. \ 

31. It will be remembered that, a YC'llr tlgO them was some discussion in 
connection with the Budget of the propriety of charging to capital that 
portion of the Railway annuities, provided in the l~ail ay grant, which 
represents repayment of capita\. In accordancc with a promise which 
I made last year, we have now reconRidered this particular charge in 
connection' with the general subject of debt. We have come to the con-
dURion that this lll ~  IIhould henceforth bc excludtld from the Railway 
budgt,t, but treated along with our other provision in the general budget 
for the reduction or avoidance of dE'bt. By so treating it, we are able to 
get II clear pieture of what cxactly is our totlll proviRioIl out ofrcyenue 
<lgainst our total debt and to consider whether it is sufficient. In order to 
do t.his we must first ask what is the basis 911 which our presEmt, total pro-
vh!ion rests and what ought to be t,he basis. ""Vhy, in fact, did we provide 
4,52 lakbs in 1923-24 and was that an adequate total? 

32. It appears on examination that, the present provision is largely the 
result of Rccidpnt. We happen to bave entered into certain contracts with 
third parties, such as the contracts with railway companies to buy up t l~ir 

property by means of tenninable annuities, and the contract with sub-
scribers to our 5 per cent. war loamI to provide a deprcciation fund. These 
contrBctual obligationR accollnt for 3,72 lakhs in the Bud!!'et Estimtltes fOl' 
1923-24. The only optionnl payment was the extra 80 lalths for additional 
depreciAtion fnnds for the 5 per cent. loans. It iR obviou,R t,lmt 1\ total made 
lip in this way does not represent a considered plan, and thRt the aggregate 
of individual items doeR not necesRsrilv conform to nnv criteri(ln of what Olll' 
toOtal provision should be. ~ t me give nn examnle of what I Tll!"lln. Let 
\IS suppose that we corne to the conchlRion that 8'99 croreR, which with ex-
(Jhange h. 4d. is the nggregnte of the obliQ'atory items in 1924-25, represents 
ulmost eXActly whl1t ought to be provided. BUTlpose further thn.t in the 
'Conrse of the next few yeB,rs t,he money required for new productive CQ.pitnl 
('xpenditllre and t.he money needed to meet the lnrge total of matnring honds 
were raised mainlv or entirely hv the iRRue of one or other of thf\ 5 per 
cent loans to whirh 0. contractuf\1 depreciation fund attache'!. A lar~  
addition would then have to he made to our llrovis1on for deprpcia.tion fun,ts. 
It is, Qf ,course, proper that the provisiQn for r('~lI ti  or avoidance of dpbt. 
ShOllld ,"QW witl1 the growth of 0111' totAl ~ t. Rnt iq thPM An" reA"On whv 
it should grow by exactly the amount of the denreciatiQn flmds? An'" in ~ 
far RS tl,fi new 'borrowina-merelv TenresentA tIle replacemE'llt of maturing 
bonds is there any reRson fw an increase at BI1? 

~. We arc clearlv in need of !'lome erit,!"r;on !lnd we RbOllltf 1I,;m at 11 
regular programmp. hased on Rtable and well c:onsideredprinoiplell, not 

• 
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subject to haphazard a ( ~. The bet!t ":IlY of arrh'ing ~t such n ~r  
gramme ilS, 1 think, to take t,lIo gros>! totul of ,our deM,. examIDe ,tho a lt~l 
assets which we hold against that debt, and 11x approximate perlodt:i wltlun 
which it is desirable to amortise el\ch category of debt. 'rhe gross total 
of our debt on tLc 31st March )U'U, according to the figures already given, 
is approximately 9,17'53 crorel'!. I exclude ,as before the' 49:65 crores. of 
Treasury Bills in the l'aper Currency Heserve, for redemption of which 
statutory arrangements have already in fact been made in our Paper Cur-
rency Act. Of this total of 9,17.53 crores, 98'81 crores represents debt in-
curred on behalf of tho l)rovincial Governments. Those Governments them· 
selves provide for repayment to us of what they have borrowed, and pro· 
"sals are under consideration for putting theso arrangements on 
a more regular footing and for the establishment of a Provincial 
Loans Fund. For the purposes of the Central Government's pro· 
vision for debt reduction, we may, therefore, exclude this sum of 
98·81 crores as also the 8um of 11'88 crores representing dis-
count on past loans, leaving a net totlll of 8,06.84 crores, of which 5,78'30' 
crores is prod,uctive and the balance of 2,28.45 crores is unproductive debt. 

84. It seems desirable, however, to analYRe our unproductive debt l\ 
little further. Appl'oximat<!iy 98 cror£'s of it represent the accumulatlld 
deficits of the five yt)ars ending Blst March 1928. 'rhe building of New 
Delhi accounts for 9'85 crores. We are thus left with a figure of 1,20·6(} 
CI'ores which mav be said to be our true' wur debt. It is reasonable to fix 
different periodll'for the rcdempt,ion of different classes of debt. For pro-
ductive debt 80 ;years is not too long. l~ r unproductive debt generally B 
period of more than 50 yeurs is not easily defensible. For repaying the 
. debt due to our deficits or for such an onerous obligation as the building 
of New Delhi, shorter period, say 25 years for the first and 15 years for tlw 
second, ought to be taken, since ill both cases the next generation of tax-
payers is in danger of being called upon to providc sums which ought 
strictly to have been met out of annual revenue. War debt, on the other 
hand. however desirllble it ma:,-be to meet war expenditure to the utmost 
extent possible out of war revenue, is the inevitable outcome of war condi-
tions and part of the cost of war, und may legitimately he passed on to the 
generations which -benefit by the sufferings and privations of their prede. 
cessors. Pcr contra, the fact that borrowing may be needed for emergencief4 
snch as war makes it most undesirable for a Government such as tlw • 
Government, of India to borrow for . r d ti l~ purposes in time of 
peace. It should manage to provide in peace time for the gradual amorti-
zation of all its'debt. Moreover, the existence of a regular provision out of 
revenue for reduction or avoidance of debt will not only reduce the net 
amount of our new borrowings for productive purposes but will materially 
reduce their cost. 

85. It is not possihle in a Budget -speech to treat the whole subiect 
exhaustively and I do not pretend that the periods suggested above are' the 
only possihle or reBRonable periods to take. But for the purpORe of mv aroru-
ment they will serve well enough by wav of illustration. If we take the 
periods named and apply them to the different classes of debt mentinned 
lind assume further that any sums provided year by year were set aside to 
Accumulate lit 5 per cent. compound intere., we obtain as our result 
It figure of 3'66 crore!! UK the nrnount which it would be neces-
~ r , on t,he nhove htl l'Ii$; , to provioo nnnually beginning with 
t.he y.car Hl24.25 to redl"eH1 the whole ilebt WiUlin t,he periods 
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;named. But it would not be convenient or desirable to set this 
KllIn Hside year by year to acculIlulute at compound interest in the 
manner assumed in thc calculation. It must be expended in the year 
in which it is provided either on actual repayment of existing debt or for 
ncw capital purposes in order to reduce the amount of our new borrowings. 
By so using it, we reduce the IlTnount we have to pay in interest in the future. 
We eQuId, indeed, obtain a result equivalent to a la~i  at compound 
interest if we first of all provided 8·66 r (~  in 1924·25, and then set aside 
in 1925·26, in addition, a sum equivalent t.o 5 per cent. interest on 8·00 
(lrores, Bnd so on in future yeaTS. In t,hat ('ase the sums actually required 
,during the next five years would bc: 

• (111 l'rorcs of RI.' 

1915·26. 1 J~ . 
3i.. 4·0J. 

1937·28. 
4:2-& 

36. This would, however, be rather a cwnbrous arrangement, and in view 
oOf the l.ypothetical nature of some of the data on which the calculation 
is based, for example, the assumption of a rate of exactly 5 per cent. for 
the interest, it would be better to achieve the results desired by some 
more simple process. ']'he same aDlOlmt of debt l~ be redeemed if a 
provision of 4·04 crores were made ineaoh year for the next five years. 
We may therefore conclude that a figurc  of 4 crores per annum would be an 
ndequnto provision to include in our Budget expenditure for the next five 
years for dealing with our existing debt. 

37. I do not mean that we ought to lay down finally as a law of our 
financial systtlm that a provision of 4 crores per annum shall be made in 
each of the next five years. In any case I must remind the Houso that this 
figure makes no JllOvision for the further debt which will be incurred during 
1924·25 and thereafter. The cftteria which I have suggested evidently 
require that an addition should be made each year for all new debt incurred. 
On the assumption, which I hope will prove correct, that such debt will (with 
the one exception of the expenditure now nearing completion on. New Delhi) 
be entirely for productive purpostls, the annual addition might be a SUlD 
equal to one.eightieth of the net addition to our debt during the year. It is 
much to be desired that in the near future we should arrive at a definite 
programme--it might with advantage be a statutory programm&-for deal· 
ing with this subject. :For the prescnt, however, 1 am content to deal 
with the :year 1924·25 only, leaving for further consigel'Btion in the light 
of the discussion which will, 1 hope, be provoked by what I have said, the 
final determination of our future programme. 

38. The House will not fail to observe that the figure of 4 crores is 
.almost exactly the figure  of ollr obligatory payments. This coincidence is 
lIatisfactor.v 6S showing that our provision for dealing with our debt hitherto 
has been u. reusonable one. It also 'provides 0. further jmltification for the 
-omissiou of the optional item of 80 lakhs for additional depreciation fund. 
In view of the strength of the market for Government securities, this extra 
SO lo.khs is clearl.v not required for its specific }lurpoF!e. 

Scpal'ution of Railway Finances from Gencml ~'i , . 

S9. l~ r  coming to grips with the figures of the general. Budget for 
. ]924·25, I must devote attention to one more 

Rallwa.y Hodgnt. RpeciRl Ruhjcct, thA suhject of Railwav Finance. 
Honourable Members have all seen the Resolution on the subject of the 
"!Ieparation of the Railway Budget from the ordinary Btrdget which has been 
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on the table of the House for somt) days. 1 know of no reform which 
offers greater attra(lti ~ ~ d r l. t~r b~ ~ it  to our . i R ~, and our 
Railwavs alike than a defimte separatIOn, If It can be achlev.cd. l.he condl· 
tion o( affairs hitherto prevailing has inevitably tended to an alternation 
between raids by the Hailways on the ~a ay ~ and raids by tb~ taxpayer 
on the Railways. 1f we can succeed m puttmg an end to .thls state of 
affair!', we shall have achieved a piece of genuine constructIve work,. fot" 
which the credit will be, in large measure, due to the initiative of the legis· 
lature which ;has pressed the problem upon the Govc.rnment. It is proposed 
that time shall be set apart on Monday next for 9. full discussion of tht! 
Hesolution on this suhject. I must not, thert!fore, dlllny the House now 
by dwelling upon it. I wa .. onlv to say that in.my opinion the refoml 
proposed will bring us valuable diyidends in our future budgets, and at 
t,he same time lead to great economies in the working of our Railways. It 
will give them a real incentive to increase their efficiency and to provid(> 
hetter service at reduccd (lost to their customers, the Indian public. 

40. In the figures of the gC'nernJ Budget as pl'esenl,ed, the return which 
we expect to r i ~ from our investment in the Railways is included in flO-
(·.ordance with the new settlement now proposed. '1'he taxpayer, instead of 
paying the whole of the expenses and taking the whole of the incomingtl-
of the railways, will enter into a br.>::-gllin with the Railways to r i ~ 

from them (4) 1.\ 8um sufficient to pay in full the interest on the capit'-ll 
he hilS invested in the commercir,l lines, (b) an additional dividend of 
five-sixths of one per cent. on that capital and (c) a share of one-fifth of 
any surplus earnings that may be secured in addition. In return, the 
railways will be left to curry' on tIdr business with the right to retain 
uny surplus over nnd above what th2y pay to the Government ond t·) 
apply it to railway purposes, first of all for creating reserves and then 
by using those reserves to improve tlw services tht':'y r('nder to the blil~ 

and reduce the price which they uilarge for those services .. The Govern-
ment of India and this AS3embly will remain in complete control of the 
Railway Administration just as they now are. '1'hat control will be in 
no way impaired. But there will no longer be Bny n(:ed to consider fro.n 
the narrow standpoint of their effect upon the gencral revenues in a part,i-
Qu1ar period of twelve months, that is in a particular Budget period, pro-
posals by the RailwlY authorities which, though excellent and desirabb 
in themselves, might, under the present system, upset the apparent 
equilibrium of the Budget for t,he yeur. The t,axpnyer will Sf'cure a regular 
Bnd increasing contribution from his investment, largely independent of 
fluetuationR in rllilwny rl1Clciptl> and expenditure, nnd the railways Will 
be able to spend money according to the renl need9 of the railwBY system, 
unimpeded by the necessity for conforming to the vagaries of Budget. 
fgure-s and the requirements of Budget a.ccounting. The Ra.ilways wiII 
1-'ecome a. rell.! commercial undertaking managed on commercial lines, and 
the taxpayer will get the benefit of commercial accounts and management. 

, 41. Among the papers which are being circulated with the speech, 
Honourable Members will find stuternontll Ahowing, first, how the net 
contribution hy the railwllYs to general revenues is alTived Iltunder the 
proposed new settlement, and second, a comparison of the figures under' 
the two svstE'ms showing what t,be contribution would be under the old 
system. 1'he main 'figures in the Railway Budget framed IlcCI)1'ding tJ 
tho proposed new plan nrc, t.rnflic rl'ceipiR {}7'07 crorE'S, working expensOll 
65'28 orore!!, int(,rest'and other charges 26'28 erores, leaving 1,33·48 lakhs: 
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ItS reserve Bnd 4,27'80 Jakhf; Ut> the net contribution to general revenues .. 
Under the old system the net contribution is 4,16 lakhll. It is necessary, 
however, to ~ti  une special point. One of the results of the close 
scrutiny of RI~il ay ~ a . which has takon pl/¥lB during the past year 
hus been to brtng to hght a <hfference on the wrong lIide between the value 
oi storoB held for the capital suspense liccount uml the true market value 
of those stores. Some of them lire not now required for railway purposds" 
and must be Bold for whItt Uwy will fetch. Others are required but are 
worth less than tho figure nt which they stand in the books. It becomt's 
necessary, therefore, to "Tite off 3 croros from the Capital account and 
this cun only be done by a charge against revenue. 'rho loss has been 
accumulated over a Reries of years Qnd is partly the result of the large 
rise in prices after the war and the subsequent slump. How lire we t,) 
deal with this charge of 3 crore!!? It is necessary that tho loss should be ... 
written off at once in order to enable us to arrive at a proper valuation 
of the East Indian and the Great Indian Peninsula Railways when they 
are taken over by the ~at . If we were in It position to do so, we 
ought undoubtedly to provide this 3 croms out of the revenue of 1924-25. 
Under the scttIemertt proposed to be mMe with the Railways, this a.r ~  

will be taken over by them Rnd spread over II. period (If ten years, d rill~ 

which there is reaf:lon to believe that they will be nble to Iileot it out of 
thpir shure of surplu" profitt>. Undcr the old system there °is no provision 
for builcling up a rClwr';e out of profit,;, m! profits aro taken automaticallY' 
into general revenueR for t,he year in which they accrue. 'l'here is, t.here-
fore. ~  justification for sprN\ding the charge. If, however, the l~ 

3 crores were churged against the revenue of Ul24-25, the contribution of 
the railways to general r('venues during the yeAr would be reduced almoilt 
to vanishing point. I trust that the need for deoiding this difficult point 
wiII he avoided by the' uooption by this House of the proposed system. oJf 
commercial Rccounting and separation of the railway finances. But in t.he 
contrary event, there seems to be no bt)tter solution than to set up 8 
special provision of 80 lakhs 8· yeur, beginning with 1924-25, to a rti .~ 

the debt in. ten years, !lnd it is only by this unsatisfactory device that the 
figure of 4'16 crore!! for railway net receipts on the present system is 
arrived at. 

BIlDOET ESTIMATES FOR THE YEAR 1924-25. 

42. I hl\ve, I am afraid, already taxed the patience of the House n,s 
Roverely 8.S t,he Government are acoused of taxing the people of India. 
But the subjects of Debt Redemption and Railway finance have ari i t r ~ t 

fllr boyond the immediate qUl.'stion of the Budget of 1924-25. and it WIlS 
necesstU'y to deal with them at some length in order to prepare the wa;; 
for the Budget statement itself. Two other subjects, which are of imme-
diate importllnce for the year 1924-25, must. ~ill be di ~ of b.e!ore I am 
in a position to preRent the figures for whIch the House IS waltlDg. The 
first of these is the question of making Govemmellt stores liable to 
Customs Duty nnd· the second is Exchange. 

48. I have already referred to the complications caused during 1923-2i 
Proporal to cbargo im- by the> decision of the Bombay High Court . which . 

ported Q.)vel.'llmellt .tur!'. hrought stores purchased for Company Hallways 
to (·u.toms duty. into the categor.Y of .. Government stores". 
We l10pe that the decision of the Privy .council will upset this ruling on • 
. appeal, But quite apart ~ t at question, we have come to the conc)u-
sion that the time hasamved when Government stores should be treated 
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for Customs purposes like any other imports, nnd as the House is awarc, 
we have introduced a. Bill to rescind the proviso to soction 20 of the Sea 
· ·(Ju3toms Act by virtue of which Government stOI'lI!! urc ndmittcd duty 
,free. 

44. The BQdget figures are prescnted on the assumption that this Bill 
will become law. The effect is to add about 1,63 hlkhs to our 
· estimate of revenue and about 53 lakhs to our general expenditure, of 
which 25 lakhs occur under the head of Military expenditure und 22 la]chs 
r(lpresElnt the assignments to be made to I'rovincitll Governments during 
1924-25 to compensate them for the duty which they will have to pay. 
An additional charge of about 1;10 lakhs to Ruilways is also involved, 
partly Hevonuo and partly Capit,al. Of this 1,10 lakhs about 00 lakhs 

., would in any case accrue if the docision of tlw Privy Council were in our 
favour. It has been the JU·'lIlticc hitherto to take credit to Revenue for 
customs duty' on stores imported by company-managed Railways for 
capital purposes even when the capital is provided through the Government 
. of India. We thcreby get an increase in revenue ~ the expense of an 
increase in capital. It is true that the capital is spent on productive 
purposes und that the Railways are expected to charge their c·ustomers 
faree and r ~ t  sufficient to pay i tl~r t and earn profit.s on capital 
expenditure. But there are obvious objections to increasing revenue at the 
expense of capital Ilnd thiB system will be reconsidered during the course of 
· the year. It is not proposed to cliange it in the present Budget, in so far 
·88 the company-managed linCh Bre concerned. But we think it would be 
unsound to extend the practice to State Itailways, which will now have 
to pay Customs duty on the stores they import. It is accordingly pro-
posed to earmark fiR 11 !!peoial contribution from Revenue to Cllpit,ul It sum 
equivalent to tho duty collected from Stnte Raily.·ays on Htores imported 
by them for cllpital purpOSC!!. r ' ~ amount in 1924-25 ill estimated at 
11 lakhs. It will he larEter by 80 lakhs in l ~ when the Great Indian 
Peninsula. and ERst Indian Ruilways are taken OVIV by the State, and the 
fl\Ct of their trnnsfer to State monal(ement will thus Rutomatically reduce 
the enent of the objeotion to the present system in the case of company-
mannged lines. ~ Bmount of duty on t. l~  for comVBny-mllTlBged lines 
which involves a debit to capital in 1924-25 is estimated at 51 lruth!!. 

E:echange. 

45. It will be remembered that in the Budget estimate for 1921-22 a 
rate of Is. 8d. per rupee WIlS taken for the 
l1urpn!l\e of converting into rupees that, part of our 

. expenditure which is in sterling. The Government wera supposed 
to have made ..a p:ophecy or even a promise that the average 
rate for the yeRr would he lB. Btl. and were sevorely l'r'tiClised when the 
mte fell for belm .. that figure. 'rhiq year Bnd the yelir bpfore the rate 
taken WRS 18. 4d., which proved just about rie:ht in 1922-28, while in 
1928-24 the average . rate has been I •. 4id. What ruto are we to take 
for 1924-25? The i~ r  were prepared in the il'~t instance on the basis 
of 1\ h. 4d. exchfUlge, but Bre we cont,ent to leave them on that basis? If 
we do so nnd the rate for the yeor Ilverages lB. 4!d. we shall have over-
•. (.8fmllted our expenditure to the extAnt of 88 lakhs (apnrt from Railways) 
and if thl3 Rverll/Ze rate were I\R hi..,}, nq lB. 5(1. we Rhnll have l'r.~t t d 

J~ t~ i  by 1·71 crores. Is the House prepared to pass our Demand 



'. 

(Jl'tl t~ 011 UIl) butlis (If Ix. 4tl. nt II l11()lIlcnt wlwlI the Ulul'lwt rute JItI,S bcou 
nltll'.li4 eontiuual1y Ilh(J\'e 18. ;jd. for Iwnl'ly fOlll' month,,:). 0' 

":,' : 40.· Hu'1i::jf \\'0 -do I'lOt tnktl h. 4(/. what rnte IIrl.~ we to take? '!'h" 
(J ~rl ri t. 'or India crtnllotprophesy or pro1l1ist) Hny purticulnr rate, and 
he ~  hI' n bold Hum wbo venturod/Ill)' coutiOl'ut Htntement in complet.e 
Ignorance, os he mURt. b(~, or the nature· of t·he Hl24 monsoon, the course 
of event,s in bho lluhr Imd elsewhere, Ilnd the movements of the dollar· 
Rterling "exchange. 'We ore compolled to udopt some definito figure Bnti 
vet we nrc entirely unahic to control j he ~ t l which will dotcnnine the 
noollt'ocy of whfttever figure we mny adopt. After cnreful consideration 
\ve . have decided to frmne our forOcAst on thC1 bOllis of Iln average rnte 
for the year or JR, 4td. or t.ll. bei;ter thlln the Rctuol av{·rage in UI28.24. 

E:rpenditllTC. 

47. We arc DOW nt last in' flo pOj,jition ttl llT()('('ed to a bnJt.mco-Rheet for 
Hl24-2il. I begin with ihe expenditure sidE'. 

?vfilit.nr.\' I'~ ( ildit r  lor 1924-25 is pstlmutec1 nt 63 Cl'nres gross nnd 
M'm dlt 60'25 m'ore!'! net, which includes It saving on 
.. ,I B1'Y ~.l '  11r('. Exchango of 68 Il\k1ls, On t,he basis of 18, 4d., to 
the rupee, the D.et amount required wOl1ld be 60'98 c·rores. In order to B8sist, 
comflRrison with tIlt' CUTr('Dt year t,he remaining figm'('!'\ of Military expendi. 
t.ure which I ~ ll rro(lel'd to 'i ~ will be on thl' haRis of lIr. 4d. to the rupee, 

,48. ERt'nblislu'd chnrg('s come to 1m crores which compAres with t (~ 

Heviseil estimittn of 60t Orol'l'R nnd the origillAl nudget I~ r  of 61'94 
cro1'es for 1928-24. Rut, 25 lllkhs i8 inohlltf'din tlw H124-25 figure for tb(' 
payinent of cllstoms dllt~' on imported stores, which was not required in 
1928-24. We 1'Illnll 1'0ql1it'tl 30 IRkhs fOT ronds anel bnrrnckR in WaPliristan 
imd 1.68 Inkhs for Rpecifll tf'rminnl (~ r , If we exchule the specinJ 
"!1m of 21'i lnkhs rl' r l ti ~ ClIFltomR rll1ty, which will come baok Ar,I 
IOVt'TIllC, t·he t bl ~ d I'h8rg£'R will r.mount to 58f ('rores as against tlU! 
figurl1. i)f mNl8 .cro1'!"!; O!lRUUlen by the Ret.renchment Cominittee. The 
non-l'l1cnrrent RHving RJ'iRing from l'(>dootion in stoCltFl cannot of course b~ 
Jepeated for nt'xt ~ r. Hut we have l l.~ rl to reduce the cstab1ishefl 
charges below f;ho Committee'R figure-an i (~ t for which we nre 
greatly indebt('d to the vigilance of His Excellency the Commander-in-
6hief aDd "his kl)Cn nrtxil't:y to effect ull possible economies which do D01 
in'tt'n.ol'O with the essential structure o.nc1 organisation of the' reduced Army. 
49. !<'llll informntion nbout the action taken on the detni1ed reoom-

mendat.ions of the Retrenchment Committee hnRn)rendy been supplied 
t,o thfl HOmlt'l. T mny remind Honourable Members thnt the Committep 
IlxPl'CsFlfyl the view thnt in mnttl'rs of c10tail the Commander-in-Chief mUflt 
he loft; It Mrtoin amount of rliflcretion in. carrying out their proposals. AI! 
tho finnnci1l1 r ~t of the retrenehmentR nr.tufllly Flecurl"d is not less thnn 
j 11(1 t.ot·nl sJ)f'ci/l1'! !'Ilonomic!'l l'(1commenclf'Q hy the Committeo, the Govern-
mont can rightly f'lnim that t.}wy have wveo fuJI f'''net to the Committep'H 
,' r d t ~. We have not; overlooked tho rncf; that t,he :rretl'Onchment 

itt~(1 ('I )11' R ~ the opinion tllnf; the ll(loption of their recommell<lll. 
!.ion" woultl on8hle tho Military cstimote!'l to bE' rcflu('()d in subsequont 
YOIll'S to Hhwit r,7 ('ror('R nnd ultimutely to 50 Or01'f'R. though, Ill; the,' 
Rtated, tIll' 0onnu(u.ider-in-()hif'f dill, not sUbROriiJo to this opinion. Theil' 
'r li 1~' J.' 1l11~iI ltil) R, hl)wl'\'l'r, wor1,e/l flllt, 1"1) f\ fig-nfe of m, cPOres 

.. 
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whloh included the special nOll,recurrent saving of 21 orares from r d~  
in stoclt!;, There was thus II gap r:f 3 orores between the figure arr.ved 
at as (I retiult of tIll' specific l'ecOmuwndlltioDS of the Committee and tho 
hgure of 57 orores. l"urthel· the Comm.ittee took no acoount of the inevit-
able inerease in non-effeotive charges. Owing to a growth in the pension 
list, which hilS been uccolel'llted by l'cductionl; of personnel, the provision for 
ron-effective chargcs included in the established charges of the Military 
servioes is, on the basis of a lB. 4d. rupee, 85 lakhs higher in the Budget 
of 192,1-25 than in the Budget of 1928·24. It is evident, therefore, that 
t.he goul of 57 crore8 is not. immediately attainable. For the last year our 
energies have been ll~' occupier! in securing the /lctua} retrenchments 
spccificolly recommendcd by the Hetrenchment Committee. But I am 
not without hope thut, with the continued co-operation of His Excellency 
the Commander-in-Chief, it may be possible further to reduoe the level 
of the established charges of t,he Military services in 1925·26, though 
unfortunately we have reason to anticipate thot, terminal charges will 
he speoially heavy in that year. 

50. On the Civil side also, we hove )(iven effect to almost all the recom-
mendation!!! of the Retrenchment Committee and 

Ci vil expenditnl'l'. 1 . 
expenditure generally has been kept ow. Under 

Opium, we are ab ~ to count on 1\ decrease of 49 lnkhs as 
compared with' the current year's expenditure, as the special 
rayments necessitated. this year by an increase in the outturn of t ~ 1nst 
orop should not recur. A provision of 25 lo.1<hs has been made, as I have 
already mentioned, for e% gratia pRyment of oompensation to private 
individuals who suffered from enemy aotion during lhe war, but it can 
be met from nn equivalent sum set Ilpart from the w'ndfall fl'Qm the working 
of enemy ship"'. Eliminating Railway transactions, whioh oease to be 
n direot charge on Central revenuflS under the new arrangements wh:ch 
I have explained, our total expenditure amount!! to 1,04'57 crores. Whnt. 
ic; t.he rf>vennf\ on the bRSis of existing taxation from which t·o meet it? 

Rev.entttl. 

:;1. We expect rt net oustoms revenue for 1~  of 45'01 crores 
I ~ai t 40'42 r.l'orf'l-' 110'.\' f:xpeetl·d in 
the (~ l r lt :,'oa1'. The fOl1ner figure 

include", the extra l'6a orores already mentioned on account of duty on 
imporkrl Governments stores including Railway stores. Apart from ·this 
!pecial ft"l('tGr, t·he estimate of revenue for 1\124-25 allows for the higher 
tnr'ff vlIluutionfor sugar which cnme into force from the 1st January last 
nnd for u normal oxpansion of revenue under other turiff heads. 

52. S:>me smnll changes in the tariff are being proposed in the Finance 
B;ll, the most important. being the reduction of the Excise Duty on 
Motor Spirit t ~ flnnn!! u gll 11 on , . which will cheapen motor spirit without 
loss to our revenue, und the imposition of specific duties on empty match 
boxeR nnd splints, in order to protect I)ur matCh revenue. I ought perhaps 
to add in DAssing that for Budjlet purposes it has been necessary to 8SSUm(! 
that the final ottttum of 1924·25 will he unBftected by an:v changes whiel1 
lnay be intl'OiluCf'd into (lllr (,I1!'1t')m,:; t,Rl'iff BS t,he l"t'sult Qf t,be recomm,pda. 
tAons of thf' Tariff BOArd. 
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;sa. Under lncome·tax, the UIlSatisfactory condition of the Bomba1, mill 
1. ~ d try in t~  cut:ent year will r d ~ our r~ ~l' 
DOODle tax. m that provwce m 19'M 25, but this decline 10 

revenue should be partly set off bv increases in other provinces, and we do 
rot anticipate a reduction of more 'than 85 la·khs on the net revenue expected 
for the cummt year, making the total figure 18'22 crores. 
54· We expect nQ material vlll'iation in the estimates under other heool' 

01 revQnue, except under Currency where tho investments in British 
treasury bills ~  out of the large sterling remittances effected in the 
current year will result in an increase in revenuc of about i crore. We 
propose that the interest on investments of the Currency Reserve as well 
as· the surplus holdings in the Gold Standard Reserve in excess of £40 
millions should, as in the current year, continue to be credited to revenue. 

55. The net budget estimate of expenditure of the Indian l)oste and 
. Telegraphs Department is {)'03 crores. The rave· 

Poetuud Telegra.pbl. nue for 1924.25 is put at B10'14 crores. Thcsc 
fiffl,1res are not comparable with those presented a year ago 
owmg to the inclusion on both sides of certain items not 
hitherto included. The changes introduced represent the results so fOl' 
achieved in the attempt to present commercial accounts. It had been 
hoped that it would be poss:ble to have 0. commercial account ready for 
this Budget, but, partly owing to the desirability of awaiting /I. settlement 
of the cognate problems in the commerciLdisation of the Railway t~, 

we have had to be satisfied with someth:ng l ~ this year. We nrc able, 
however, to include in the detailed ~ti at  a profit and los8 account 
which indicates that the actual profit for 1924·25 will be about 24 lakhs. 

56. It will be remembered that the Retrenchment Committee laid con-
siderable stress on the largo amount of capital locked up in stores. The 
actual bahmco in stock in the oase of this Department haR been reduoed from 
B257 lakhs to Bl96 l",khs during 1923·24, and by the 31st March 1925 it 
is expected that the figure will have been brought down to less t,hnn 
1 crore. 

Surplu8. 

57. ll.eplacing the net receipts from Hailw8.,ys by the fixed contribution 
of 4'27 crores, wo thus tn'rive at 0. total revenue estimate of 107·93 crores, 
giving us, on the basir,; of exiRting tuxation, Il surplus of 3'86 crores. How 
are we to utilise tbh; 8urplml:' I seC' mun,\' claimants. I should like to have 
been able to reduce some of our CustOllJS dutiel! which in certain cuses 
nre undoubtedly hampering tl'/.me, thougb not, I thin]c, so much liS has been 
contended in certain quarters. It is tempting to con!lider a reduction here 
and there of some of our charges for postal und telegraph sen'ices; these, 
however, must wait till we know mOl'e exactly what the real surplus on the 
working of the Post;s and Telegraphs is. 'l'hen therc are the Provincial 
('ontributions. We had some discussion on thcse a few weeks ago, and the 
desirability of getting rid of them was widely reCOb'llised. So long ar; they 
remain unreduced, we arn in the position of baving OVCl' 9 crores of priOl' 
obligations between us and the things "'c should like to do with our surplus. 
Moreover, _he existence of this liabilitv is a constant source of bitterness 
in the relations between the different Provincial Governments, and betwt.'en 
the Government of India and t.he Provincial Governments, not excluding 
Bengal, whose three years of grace ex.pire at tho close of 1924-25. A 
beginning of reduction is being eagerly anticipated by the Provinces, 
especially by Minillters who are anxtonl'! to develop the services under their 
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(lhurge aud are severely humpered by look of cash. Undoubtedly the Provin· 
cial contributions have a vel'Y strung clnim. And fim\lIy there is the snIt tax. 
It was raised from IU-4 per maund to :&2·8 per lllaund this year owing to 
tbe paramount necessity of balancing the Budget. To reduce it toB2 
per maund would demand 1·82 Cl'ores out of our surplus, to reduce it to IU-4 
would tlLke QWRY B3'32 Cl'OrC'K, that is, would devour practically the whole 
surplus. . . 

WAYtj AND MEAN". 

58. Dut perhaps it would be better if, before continuing this exciting 
inquiry, I were to divert your attention for f\ moment to that neeessary 
but loss exciting portion of the annunl Budget Statemcnt-our Wuys and 
MeaDS Budget, 
The following I'ltatement SUllil1luriSl1S the Ways und McanR operations 

in India and Englund together during 1028-24 nnd 1924-25: 

Liabilitifl8, 

Railway capital outlay . 
Do1hi, Irrigatioll and TeJegrll.pb outlay 
J)jscharge IIf funded debts, etc, 

Discharge of Tn.'luu\'y Bills with tile publil' 
LoaDS to Provincial GovcrDUlentH 

DrawingH of PI'ovincial Go\,ermllclliN from their 
b!llnnres 

Met as follows: 
Central GOVIll'DUlent's revenull surplus 
Surplu8 revllnue-of Provineinl Government¥< 

Hupee )0811 , 

Sterling 10BII 

Net l'llrci}llH from Post Office a~ l ('I. rti i atll~ • 

Net reccipt. from Saving8 Bank deposits 
Miacellanoolu it ~ 

Redaction of ca.h ball~lI  

[Crortl8 of Us.] 

UtlViscd, Budgloi" 

23'6 

2'8 

0'2 

19'u 

11':1 

:n 
0'0 

~'l 

IS':! 

u', 
u'S 

~'a 

1'0 

62'" 

lJOi) 

9'2 

1'0 

• 2'1 
12'7 

~'  

l'u 

6'0 

a 
lu'O 

51'3 

59. I have already referrtld to the sutisfoooor,Y receipts from Post; Office 
Cash Certificates in the current yeur and to the practical t!'xtinctioD of 
Treasury Bills issued to the public. . I want to draw special attention to 
three rt ~r points in thelolB figures, the amount of our i,roposed Rupee 
borrowings, the position in regard t.o our sterling remittances, and the 
~ib~  of nny r i i ~ for ncw sl>erling b rr ~ . The' h\st .is. It very 
~tl li t ry feature m ViOW of the onerous obligatlons for the future which 
the provision of intol'ef4t Rnd ~i i  func} 011 m..-tenJlll debt involves. I must, 



)JUDGE'I' Fon 1\)24-25, 

however, remind the. House that our· Ways alld ~  Hudpt:pgufeH are 
necessarily illustrative rather thaD exact,8nd in particular 1 nlustnot ~  
baleen as saying the,t in no circumstances will the Government of 1J:1d.i;a 
borrow abroad during 1924-20. Something must depend on the ~latiy  
('ost of borrowing inside and outside India, But all indication" PQlllt .. to 
our being able to meet uU our capital requirements and. all our I t r ~  
requirements in 1924-25 without issuing ally external loan, 

60. Moreover, we hove to achieve this whHt: at the same timc reducing 
our demands on the market in India, where, thanks to the rl'ductioll of our. 
total requirements for new capital, \va expect to be able to limit ourselves 
to a rupee loan of not more thun 20 crores as against the total of 24 t r ~  
in 1923. We are nssisted in reaching these results by haVing 
built up during 1923-24 a huge reserve against our sterling needs 
during 1924-25. Our total purcbases of sterling, whether by pur-
chases in· India or by salcs of rupees in the fonn of Council Drafts jn 
London, during 1928-24, ar!, estimated to amount to £261 million. During 
the summer we drew £5,850,000 in sterling from the Paper Currency 
Reserve against payment into the Heserve iu Iudia. On the other hand. 
in order to take advantage of Uw more attractive rates at which sterling 
has been obtainable during the winter months nnd ut the same time to do 
something to mitigate stringeJlej' in t.ile ~ ll y Market, we have remitted 
no less than 12 crores to I,ondon against issues of Paper Currency in India. 
We shaU start the year H124-25 with £14 milliolls in sterling se(lUrities in the 
Paper Currency Reserve" all of which wo cau, if· nccessary, apply towards 
meeting our sterling outgoings. But if conditions ILrc at all similur in the 
winter of 1924·25 to those which lll'evuilcd this year, we may have to replace 
some of the amount so applied dUl'ing the summer in order to meet the 
requirements of the Indian Money Market in the winter. WI} have, there-
fore, assumed 0. net draft on these sterling reserves of £10 tUillion. 'l'he 
Ways and Means figures given ahove ignore, it will be noticed, any revenuo 
surplus in 1924-25, and they I\1'C subject to modification in the light of the 
final decision BS to the use of t,hat smplus. . 

FINAl. l")IWPOSAI.S. 

61. This brings me back to the problem of what to do with our surplus. 
It is one of the ironies of fate that the boon which a Finance Member most 
desires-a Budget surplus-is frequently the CilUSt1 of more cmbllrrassillellt, 
to him than anything else. He Ims first to examine carefull'y whether he 
can safely give away any part of his surplm; without laying lip a store of 
trouble for futuro years. We do not want to remit taxation or give away 
part of the Provincial contributions this year and then be faced with. the 
necessity of imposing additional taxation noxt yeur or tho your after. 
Row do we stand in this respect? When the 19'23-24 Budget was framed 
we doubted our ability to effect within the year all the rl!trenchments which 
we had under consideration. We ",cl'e jUfltifia.bly in doubt whether our 
revenue estimates were not unduly sanguinc,. WI' Il1flllBged just t:o unlallcl' 
our Budget 011 paper, and though it, is still doulMlll \\'llCtlwr the ordinary 
revenue will quiw cover the ordilllU',Y (\xpendifun', WU hlWI' lit !lIly rat'e 
r a ~d equiJi,briwn. But we nttninod our bn]allcc this year ollly by ~ d J 
cuts m cortom direetionl'l whidt coulc1 not, posRibly be l'Ccurr('nt. I have 
Il~ ady cxplaincdthc l~' ill ·wllich thiH usc oE llon-reCurr(lnt sn'Vings alfect:o; 
the comparison between tho Militnt',V hudgets for 1928-24 and' 19&4-25. III 
the caSe of the Railways, we made un even Jest; ~llti R t ry Raving wbicll 
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WB8 not merely non.recurring but involved tile postponuUlcnt. of urgently 
necessary "'orks of rehabilitation. The cut in Programme Revenue Ex-
penditure in 1928-24, justifiable as it was in all the circumstances, makes 
it all the more necessary that money should be found in 1924·25. In 
1928·24, thel'efore, even if our paper surplus had been more assured, it would 
have been an unthinkable act of improvidence to have given up any part of 
the Provincial contributions. We need not perhaps stop to consider whether 
it would have been proper to give awny to the Provinces the proceeds of a 
tax not agreed to by the House. 
62. The, Budget for 1924-25 111:1 it stands gives us, I am happy to assure 

the House, a sounder basis on which to build. I must admit that the 
estimates of Revenue are still experimental. 'l'his is· inevitable in thll 
present disturbed state of the world. If our estimate of Customs revenue 
is a little more cautious than in 1923-24, there are reasons for thinking that 
our estimate of Income·tax receipts in 1924·25 may be optimistic. But on 
the expenditure side, there are no such large non·recurrent cuts as disturb· 
ed the prospects a year ago, and we are justified in looking forward to the 
early disBppearauce of special war and terminal charges, though I have 
warned the House that the charge for surplus officers may be rather 
larger in 1925·26 than in 1924·25. Our Railway Budget will, I hope, be 
cstablished from henceforward on sound commercial principles. Our 
provision for debt is, as I have shown, not unsatisfactory. Urgently 
desirable expenditure 011 new works is still postponed for iJia i~ reSSODa, 
but this at any rate is whst I can call optional expenditure. We must not. 
indeed, forget that a poor monsoon is due before long. On the other 
hand, a real improvement in trade would appreciably increase the yicld 
from our existing taxation. We have, moreover, to remember that u 
contribution of 68 lakhs will be due from Bengal in 1925·26. AU things 
considered, we are justified in regarding the surplus of 8'86 crores as a real 
l'IurpluB, and I come back to the two claimants which the House will, I 
feel sure, agree to be the only possible ones, the Provincial contribution" 
and the Salt Tax. 

63. There is one important distinction between these alterllat.ives. If 
We retain taxation nt its present figure Ilnd give away our surplus in whole 
or in part to t,he IJrovincial Governments, we can face the year 1925·26 
with some hopo not merely of again achieving 11 balance but with th,· 
brighter expectation that somo further reductions in expenditure or som(' 
bonnsl growth in the yield of our existing sourccs of income will again give 
us a small surplus. If, however, we were to reduce the salt tax to 
IU·4·0 pcr maund, we have an initial deficitmcy of 2'16 crores to face ·in 
19'25·26. The receipts in H)24·2;) "'QuId be abnOl'lnal partly because 
dealers would at once rc)!lenillh their depleted stocks if the duty were 
reduced to IU·4·0 and purtly because we give the dealers six months' 
credit. For tbe first five months of 1924·25, we shall in any case b(~ 

ool1ecting some revenue lit the rate of B2.8·0 a maund. A reduction to 
JU·4·0 in the 1924·25 Budget would not, therefore, have its fall effect 011 
cur figureR till 1925·26. The same would be true of a reduction to Rom,· 
intemlcdiate figure, though of ('ourse t{) 11 smaller clI.-tent. 

64. Olle further objection to 1\ reduction of the Salt Duty if! that, :1 ... 
t have already shown, the hope that. the enhanced rate would endure fOI' 
one year only has induced denIers to run down their stocks and they hav(' 
Lb,u, t.o a great extent mnnnged to evnde paymE'nt of the full duty. It is 

.. 
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believed tbJt they cannot reduce stocks much further. and 11 decillion b~' 

l.his House to retain the duty at B2·8 would make them give up hope of 
pocketing 'the special profits which they have been trying to sooure. 
They would gradually replenish their stocks and the Exchequer would DO 
longer fBiI to obtain its due revenue. If the tax is reduced to Bl.4, they 
will certainly succeed in retaining for themselw$ part of what th('y ought 
to have paid to t,he Government, and will not pass on the whole. benefit to 
the consumer. 

65. I know that many in thil! House regard reduction of the Salt Tax 
from a standpoint which includes wider considerations than those which 
ore purely financial and economic. I am authorised to say that the choice 
will be left to the House. We nre not, as last year, confronted by the 
vit.al distinction between a Budget which balances Rnd A Budget which 
does not. • 
00. But Bre the economic objections to the salt duty so grent as toO 

justify the House in giving up this recurrent source of revenue at 8 timc 
when the Provincial contributions remain unreduced, and the needs Ilf 
the Provinces are us great as they are to·day ? We have a sum of over 
{I erores between us and 8 Budget which bnlances without the assistance 
of the Provincial contributions. If we reduce the salt tax to IU·4, we are 
in truth proclaiming to the Provinces that neither in 1924·25 nor in 
1925·26 can wo offer them any certain prospect of relief. We are at tht' 
same time postponing indefinitely the date at which we can foresee any 
teasonable possibility of reducing other onerous taxes or increasing our 
~ dit r  on beneficial s61'viceR. It is a meFisage of despair to all those 
who are looking to expenditure, whether by the Central Government or by 
the Provincial Governments, for tho amelioration of ahe conditions of lif'.', 
and for improved educational and sanit.ary services, throughout Indin. 

67. Let not the House deceive itself. \Ve certainly hope for progressive 
reduction in our Military expenditure, for progressive improvement in the 
~i ld of our existing sources of revenue. We hope too that the Com· 
mittee on Taxation will be able, in due course, to recommend important 
improvements in the machinery nnd scope of our taxation system, 80 that it 
may be possible for India to rail:;c in taxation un amount equal to what 
phe raises to.day at less sacrifice to the tax·payer. But the results of thif' 
inquiry can hardly be available in time for the 1925·26 Budget, and th .. 
improvements in our position for which we may look owing to reduoed ex. 
penditure and increased yield from existing taxes can hardly do much more 
in 1925·26 than fill the gap of over two crores created by the lose of salt 
revenue. We have once again explored with exhaustive care the practi. 
cability of alternative  taxation, and we are unable to recommend an\' 
nlt,emative. We cannot, as I have already shown, afford to (lontemplat., 
reduction of the Provincial contributions by postponements of inevitablE' 
expenditure or by any devices, even if they were availablo, which will 
merely improve the appearance of one year's Budget by laying up trouble 
for the next. And we' cannot return to the era of unbalanced Budgets. 
'Ihe choice ill clear and unambiguolls. We can, if we like, reduce the salt 
tax to IU.4, but by 80 doing we do n definite diFiFlervicf." tlO thf' irlt(> 
interests of India's finances. 

68. But, it may be said. is there not a middle way? A reduction to 
lU·4 coats us 8'82 crores in 1924·25 and B further 2·16 crores in 1925·26. 
making a total 1088 of 5·48 crores in 1925·26. Thereafter, allowinJ,t for 
normal growth in yield, the annual recurrent lo,s i, in the llcighbo\U'hood 
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of UCft:.res. . A r{'dildiol1 to :U2 p!:'!' l~lI1)(l iuvolvct; u IVK!; ill 1024-25' (-,1' • 
JU.82 ( l' 1 . ~ lind IiU·It· 111111'.: in 1$)2(,·21\. With tho salt tax fixed at B2 
per mnund hy HIC'Yel'dif'f of thiM Rous,', t.hc disturbing facrorswhieh 
hav(,lI[l!lf'L th£' C'fllrulutiolJs ill H)23-24 iJlregard to issues of salt would 
he eliminat.ed, Ilnd tihollgh tlw dealers would, it is to bo feared. succeed in 
making s(lIllP of tIll' special profit." whidl the;", havc hlld in view in reducing 
fheir st,ocks, their gl\im< would not. be so nppreciablc ns would result from 
H rcduction to Rl-4. A ,·"dud.inn of thO' snlt. d t~' to :U2 per 1naund wouM 
still leave us with It "urpills of ]:14 Inkhs in 1024.25, ond the extra loss in 
1025·26 is so smnl1 t.Iud we could ufford to ignorn it. Even' though, O!l 
, r l~ financial nnd c('ollomic grou1l4s tIley may be doubtful of the desir· 
abilit,y of reducing taxation in face of t,he clnhns of the Provincos .for 
i'educ.t,ion of thdr (lont·ribut.inml, fire tho Government, not prepared to adopt 
f.hi.; middle course? • 

69. After fun cousiderlltion of all the Rpeciul cir!'umstances, the Govern· 
ment of India .havf! decidtld not t·o ask the House to continue the salt duh 
at B2·8 a maund. But in view of their repeated pledges on the subjeot 
or the Provincial contl'ibut.iolls, "lid Rtill morn becBuse they are convinced 
that even t;llC r ~t Indian-lind perhBps the poorest most of all-will 
benefit fllr more bv the maintenance of ,.mund finanoes in ~  Central 
Government nnd by a beginning of n reduct,ion in the Provincial contribu· 
tions. tihey have decided t,hat; Lhe middle course is the right; course. ThElY 
propose to divide the SurphlR betw('cn the two clBimantlil. 

70.·The recommendation of t.he GovoMnnent of India therefore is, and 
I desire to make it clenr t.o the HOllse f,bat this recommendation is made 
after. full consultation wit.h t.l1l" Rl'cretnry of Stllt,Q and with his full 
approval and SllPpOr*, t.llat out of thfl surplus of 3'86 crores a sum !)f 
1'82 crilres be applied to rf'duoing tho salt t.ax from :&2-8-0 per maund to 
:&2 per Dl8und and t,hat U Rum of Rl·5O crorcs be applied to a reduction 
of· the Provincil11 contributioIls. This will giyp immediate relief to four 
province!!-. II; will rf'duc{' thp C'l)utrihutioQ of Madras from 348 laklls to 
268 lakhs. It will rcduC'c th('. C'(JUtrihution of the Punjab by 88 lakhs. 
irom.175 lakhs t.o 137 lu1£hll. 'l'hc contrihution of the United Provinces will 
be redu(led from 240-1akhs to 210 lakhR. R reduction of 80 lakhs .. BUrro.l 
will get a smnlIreduction of 2 lukhs on its ·contribution of 64 lakhs. 

71.'1 do not' wish to appoal to provincial particularism. We heN' 
repre.ent the whole of . India. As I said a few weeks ago, b rr i ~ th(l 
words Of tlio Honour6ble Pandit M8.dan Mohan Malaviya, this is a national 
queationand ilhotItd be looked at from a national standpoint. The Devo-
luti6n . Rules prescribe the proportions in which each province's contribu-
tion is to be reduced as money becomes available. The provinces named 
are the first to get relief. Rut" well begun ill half done." The turn of 
tlie others comes next and their prospect of reduction is brougnt so· mu('h 
the nearer by .the clearing away of prior claims. But more important still 
ill the interest of Indin as f\ wholC' in ald ~ " b l 'i i ~ in d ali ~ with 
t.his running Rorl' of the Provinr.i111 contributions. Thilil House, in the ir~t. 

year of it~ life, has an opportunity of helping to make ~ d the finRncjal 
basis of tl1E1 RefoMns from IMk of which many of the difficulties of the laflt. 
ihren years havH sprun£(. The Government of ·India ask the eo-operation oi 
tbeA8somhly in (lnabling th(1m flO tC) mallage thc fj'naDces of thc' cOllntr\' 
i ~ the WRy II1fW be cle1lr for constitutional pmgreF"< uT)hnmpf'rpd by ~' 
impf'r1.imflnts nri!lin!{. fmJ'l'l r, . ,rll~ tli l rd('~. . . ' . 

...• ~ , (: .... I 
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STATEMENT I. 

Btat6ment comparin.7 t.he actual Revenue alld Ezpenditure of tM Oentral 
Government (Imperial Revenue and Expenditure before the Reforma) 
with the ReviBed E8timates for each 1/6(1.r from 1913-14 to 192fM!3. 

11118-14 . 

11114-15 . 

1915-16 • 

1916-17 . 

1917-18 . 

1918-111 • 

1919-10 • 

1910-81 . 

1911-21 . 

Inz..18 . 

(See paragraph 2 of Bpeech.) 

rIn thousands of Rupees.] 

RZVISIID ESTIM.lTIIB. ACTlJ..ll.l. 
___ --.. ____ ...,.-___ 11 ________________ _ 

Revenue. 

BO,86,56 

74,811,88 

78,88,08 

117,25,67 

1,14.840,411 

1,1'7,11".& 

1."",07,56 

1,85,10,35 

1,18,16,81 

I 
!,SI. '10,17 i 

I 

Expenditul9 l!Iurplue ( + ) 
. DotIlelt(-1 

78,48,56 +UI,oe 

711,07,_ -4,1'7,87 . 

81,IiS,Il -a,89,18 

88,1'7,87 +8,18,80 

1,08,17,7" +8,&8,'74 

1.8",'79,88 ~,iIi,. 

1,59,18," -11,11,11 

1,.s,03,tn -11,98,218 

1.~ ,l I '''II~ 

1,37,911,8 -17,IIi,SS 

Jileftllue. : Expenditure r l~  (+ ) 
! • Deloit (-) 
I 
---------

Il,ll,n ",16,85 +8,46,86 

",1II,1lI '1I.i8.1' -2,67,79-

80.00.- 81."" -1,78,80 

18,118,10 87,81,87 +11,11,78 

I 1,18,70,1iS I 1,011,57,fl +12,19,06 

1.1 ,~,  , 1,86,18,72 -5,'78,06 

1,8'7,11,18 1,80,'711," I ,~,1I  

I 
J,61.84.,17 -118,00,85 1,15,63,82 I 

l,U,sI,&O l,401,86,l2 -27,86,02 

1,11,41,. 1,86,48,01 -15,01,76 

i 
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STATEMENT ll. 

Calculation of the net contribution from Railway. to Gen",al BBtlBtlUB. ;" 
1924-25. 

A. 

(Sef! paragraph 41 of speech.) 

(FigureR in thousand. of rupeel.) 

Revised Estimate, 
1928-24-

(i) Capit61 at charge, a11linel 

D.tlilf't-
la) for stratt'lgic Iin8ll. • . 26,60,87 
f b) for capital contributed by Indian 
States and Railway Companies. 'i 4,90,4.0 

(ii) Capital at charge, commerciallinel 
(iii) Contribution at tths of I per cent. 
, (i) GroPH traffic-rer,eipta, all line. . 

Dedurt· ReceiptR, .tratetPc lines 
(ii) Grosp hallic J"eoBiptll, commerciallinel 
: (Iii) Working expensel, alllincs .  . 

Dedurt-ExpenlCl, .trategie lineR 
(iv) Working e%pCDleB, cMllllllll"lliallinea. '. . 
: (v) Share. of surplus r~ it  paid t~ Indian States and 
; , Rallway CompaDlell .  . .,' .  . 

(vi) Net receipts, commereiallillel [(ii) ""fI." (i,,) 
. Ind Iv)] . .... 
Acid -Snblidiv.cd Companies, Oovernment share 

:. . of 1 I~l l  pl·ofitR ' 
(vu) Totalul't receIpts .' . 

(viii) Interest on capital at "hM"ge, all linet 
Dt'clltf't-Inil'l"est, stratel,ric Iill ~ . 

(ix) Illterl'st on capital at charfle, Cl(Jmmerci80llintls 
(x) (a) Interest port,ion of' onnuitiel in pllrcholll of 

Railways .  .  . • . • 
(b) Interest on ce.pihll contributed by indian Statl!ll 

and Railway CompanieA • .  .  . 

(xi) Total illtere8t chargea, eommeroi8011inell .. 
(xii) Land lJ.ud subioidy. :. .  . 
(xiii) MiHCClllJ.neOuK Railway expenditure 
(xiv) Total (xi), (xii) IJ.l1d (xiii) .  .  . • . 
(xv) Net gain n-om commercial lines (vii) mi1lul (xiv) . 
(xvi) Contribution at, ~t  of I per cent. on capital at 

charge [A (iii) ] • 

(xvii) Burplu. profit. • . • . 
(xviii) ith of surplus \lrofih . • • 
(xix) 'fotal contributIOn [ (xvi) pl"" (xviii) ] 
(xx) Deduct-

(a) losl in working strawgic lines • 80,94 
(b) interest on capital at oharge, 

strategic Jines 1,01,76 

(xxi) Net contribution 

6,405,80,91 

1,01.4.0.77 

1),",40,140 
4,I>S,67 
94.22,02 ' 
1, , ~ 

-92,24.111 
60,96,00 
. 2,28,17 
&8,67,88 

, 1,11,42 
. ,~1) 

1I2,46,D4 

2:l.27 
lfi,MJll 
17,1I7,!I!l 
1,01.76 

1 , 1 ,~l 

3,11,84 

3.11,79 
.,ull,SD 
7,41 

, 16,72 
22,88.4.8 
9,85,33 

4,68,67 
1>,81,66 
1,06,SlJ 
1>,60,00 

1,32,70 
427.30 

NOTB.-The contribution will in future year. be oaloulatod on the actual results of the 
penultimate year's r~i l  l but in 1924-20, the year. of .inception of the new. ' d~ , on 
the reBu\ta of the worklDg In 1923-2'0 The net contrlblltlOn of 4,27,30 ,hrown In thlR atate-
uent is therefore lubjPCt to adjustment when the aetualN of 1923-240 al'e known. 
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STA'l'EIIIEN'1' III. 

Compariaon of tho contribution f70m Railways to General Reven1fB, in the 
yoa7 1924-25 under the pre8ent and proposed (separation) system" 

(See ~r r  41 of speech.) 

Pr(l88l1t Bystern. 
Budget 
E.timaw, 
1924,'25. 

(i) GrOll tralBc receipts • 97,08,92 

lJedfHt-

(el) r~i  Ex-
penial. 66,68,04. 

(6) Share of Sur-
plu. Profits paid 
to Iudian Htat.e. 
and Railway 
CGmpanilll 1,14,87 67,82,91 

(ii) Net receipts 29,h,01 

(iH) Sublidized Companiee, Owen.-
ment mare of lurplne profit. • 20,92 

(iv) Tot&lllet rl!<'oipts 

(v) (el) IntereAt on oapi-
tal a~ charge • 19,18,03 

(II) Interalt portion 
of aunuiUlI8 in 
pnrchue of rail· 
ways . ,2,97,118 

(e) Il"terest on capi-
tal oontrlbntod 
by Indian Stat; .. 
and RailwajIJ 
Compauiefl 2,80,09 

(vi) Laud and snbsidy 

(vii) }li_Uaneous Railway oxpen-
diture • • • • 

29,49,93 

24,911,70 
16,00 

22,45 

(viii) Total (v ), (vi) and (vii) • .25,U,U; 

(Ix) Net oontribntion from Rail. 
way. to General r8\'8Dues 
(iv) .. i ••• (viii)] • 

(Figures in !.llOn.lIcIt of l'uJlIlOlI.) 

fl'OJKI8t!d .yatem. 

(i) 0I'0Il trallio roeml'ts 

lJBtlUO' -. 

(el) Working EK· 
plll108 • • , iI,~ 

(6) Share of Sur. 
pi n. (. rotlta paid 
to Indian litate. 
and Raih".y 

BudP,t 
,.ati~ , 
1 1~ . .. 

97,06,93 

CompaniOi 1,14,&7 66,87,91 

(ii) Xet receipts 80,89,01 

(hi.) 8ublldized Conlp&ui08, Govenl' 
ml'1lt abare of anrplnw )Jrotlt.. 15,81 

(iv) ,'otalnet reooiptll 

(v) \G) Intereet on capi' 
tal at obarge . 19,18,06 

(II) IDtereat portion 
of annuitiOll in 
purcbaae of rail· 
WAyl • ,.,97,66 

(0) Interest on capi· 
tal contributed 
by Indian Statee 
and Railway 
Companies 2,80,09 

(vi) Laml ali(I Bublidy • , 
(vii) Mi_lIallllOUI Railway e11100-

diture • • • • 
(viii) Railway r_I'\'OII 

140,96,70 
16,00 

J2,4r. 
1,38,411S 

(ix) Total (v), (vi), (vii) and (viii), 26,67,6ll 

(I) Not l'OJitribnt.ion from Rail· 
way. to Oeueral reVOtluCi 
[(iv) mintl' (il)J • • 

NOTIC.-The figure for Working Expenses is 1,46,00 lesH undsi' the pl'opo8ed 
tion) system than under tho present system, because :- . 

4,2',80 

(separa-

(i) As an integral part of the proposed system the allocation of expenditure on 
renewals between Capital and Revenue will be reviaed I and with the revised 
allocation 1,15,00 is expected to be charged to Capital next year, which, 
under tbe present system, muat be charged to Revenue. 

(ii) Under the present system 30 lakhs m11Bt be cbarged to Working Expenaes next 
year, in order to write down to market prices the value of store. in stock, 
and to write off out of Revenue the 108s involved in the sale of snrplull and 
obsolete stores. Under the proposed (separation) system, this charge will 
be met from the Railway reservei. 

It will he observed that this figure of 1,46,00 is the equivalent of (1) the ineroan of 
11,52 in tho contribution expected to be made from Railways to General revenuea under 
the proposed (separation) system and (2) the amount of 1,33,48 expected to b. carried to 
Railway re •• rve •. 



THE INDIAN FINANCE BILL. 

The Honourable Sir Basil Blackett (Finance Member): Sir, I beg to 
move for leave to introduce the Indian Finance Bill, 1924. 

Mr. President: The question is: 
.. That leave be given to introduce a Bill to fix the duty on salt manufactured in, 

or imported by land into, certain parts of British India, to remit or vary certain dutiea 
leviable under the Indian Tariff Act, 1894, to fix maximum rates of postage and. the 
Indiim POlt Office Act, 1898, to reduce ,the import and excise duties OIl motor 
spirit, fu,rther to amend the Indian Paper Currency Act, 1923, aDd to fix r ..... of in· 
come-tax. " 

'The motion was adopted. 
The Assembly then adjourned till Eleven of the Clock on SAturday, the 

1st March, 1924 .. 

. ', ' . ......... . 

--
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