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To

LEGISLATIVE ASSEMBLY.

Friday, 29th February, 1924.

-

The Assembly met in the Assembly Chamber at Half Past Four of
‘the Clock, Mr. President in the Chair.

BUDGET FOR 1924-25.
INTRODUCTORY.

The Honourable Sir Basil Blackett (Finance Member): 8ir, if precedent
had been followed, I should not now be opening my Budget. It has
teen the practice in pust years for the financial statement to be made:
on the morning of the 1st of March, and to be followed immediately by
u motion for leave to introduce the Finance Bill. This year, I propose to
introduce the Finanec 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 concorned, except perhaps the Finance Member. The commercial
community will be glad of the opportunity to study the budget announce-
ments overnight instead of in the middle of a busy day; and 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
n new financial statement safely into the world in the morming. I am
told that a record is being created in the presentation of the Government
of India’s Budget on the 29th February. But the choice of February 29th
has no significance except that it happens this year to be the day before
the 1st of March. The suspicion that to-day was chosen in order to enable
us to impose taxes, which ure annual taxes, until the 20th 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 figures
for 1922-28 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 outturn would be of the Budget for the year then about to close.
T had even better reason than I knew for this complaint. The figures which
1 then gave for 1922-28 showed revenue at a total of 121 orores and
expenditure at a total of 138} crores, leaving a deficit of 17} crores. Tho
ectual figures show that I over-stated the deficit by no less than 23 crores.
Revenue amounted to 121'41 crores and expenditure to 136-43 crores,
leavihg a deficit of 15'02 crores. The improvement was mainly under the
bead of Military Exvenditure, where, in addition to other minor improve-
ments, & sum of £800,000 provided as the Indian share of the cost of
disbanding rurplus troops was not, in the end, ulilised. Tn view of this
important difference between the revised Budget figure, to which some

1069 ) A
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prominence is given in the annual Budgeb Statement, and the actual
cutturn, which receives practically no publicity, there will be bound up
and circulated with the Budget speech a comparative table showing the
sctusl-outturn for each of the last ten years, which will,.I think, be con-
venient to those who desire to study our finances.

8. My inability to present anything more than a second guess is even
more vexing this year than it was a ycar ago. Last year, unhappily, the
only question was how large the actual deficit would be; this year it may
well be that the progress 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 has proved more favourable than the revised budget
estimates have indicated.

. -

4. The Budget estimates as finally settled a yoar ago provided for a
surplus of 81 lakhs. The estimated revenue amounted to 13490 crores
und the estimated expenditure to 184-09 crores. 1 warned the House more
than once that neither on the revenue nor on the expenditure side could
the figures in the Budget estimates be counted upon with any great
sssurance. The revenue figures were arrived at in a spirit of some
optimism as to the prosperity of trade and commerce not altogether
justified in the light of Europcen conditions, while the expenditure figures
assued that we should suceceed in introducing and giving full effect to
retrenchments recommended by the Inchcape Committee with much
greater rapidity than a cautious Finance Member could promise. The
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 Housc that we have succeeded in reducing expenditure
to a figure considerably below the Budget estimate. The present indications
are that the total revenue will amount to 120-52 crores as against an
estimate of 184.U0 crores and the total expenditure to 12990 crores as
against an estimate of 184'09 crores, leaving a deficit on ordinary revenue
of 88 lakhs. 1 leave out of acoount 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 s0 narrow as to make it impossible, till
final figures are available, to say for certain whether there is a surplus or
o deficit, we are (even on the most unfavourable assumption) sure of a
tonsiderable realised surplus after taking extraordinary revenue into account.

Review orF THE YEAR 1923-24,
Revenue.

5. As in 1922.23, so in 1023-24, we based our estimates on hopes not
indeed of a boom in trade, but of a steady revival
of which there seemed to be some signs early in
the year. These hopes have, once again, not been fulfilled, although it
acems likely that there will be in 1923-24 & record surplus of exports over
imports. During the first ten months of the financial ycar, the surplus in
value of exports of wmerchandise amounts to 108°47 crores as against 623
grores in the corresponding period last year and an adverse balance of
99-80 crores the year before. The net imports of bullion, although substan-
tial, have not reached the figures of 1922.28. with the result that there

Cleneral.



BUDGET For 1924-25. 1071

temains s net balance after allowing for bullion of 68'42 crores in favour
of Indin as agsinst 20§ crores a yesr ago and adverse balance of B8 crores
in the iirst ten months of 1921-22. :

6. The volume of our export trade has continued to expand. The chief
increase is under grain and pulse, where it smounts to 600,000 tons in the
#irgt nine months of 1928-24, due almost entiroly to a resumption of exports
of wheat; but with scarcely any exception every class of goods shows some
increase. This is true of imports also, which show a serious decline in
two-cases only. In one of these the House will be specially interested.
The imports of coal into India fell by exactly a third, or by 284,000 tons
in the first nine months of the current year when compared with those of
the corresponding period of 1922-28. '* Grey twist and yarmm ' and
‘“ Grey- piece-goods '’ also declined, but the quantity of practically every
other class of imports has incressed, while at the same time there has
usually been a small fall in values. The year has been one of fairly steady,
though at times diflicult trade, but favourable to India in the balance.

7. Prices of Indian products have on the whole remained remarkably
etoady throughout the year, with the exception of raw cotton which,
cwing to the uncertainty and the eventual shortage of the American supply,
has been subject to considerable fluctuation. In November 1928 cotion
jrices reached their highest level since 1918. This has inevitably reacted
upon the activities of the cotton industry. Food grains, on the other hund,
Lave fallen steadily since April and the wholesale price of cecreals in
Calcutta in December last was only 5 per cent. above the level at the
cnd of July 1914. Bugar showed a tendeney to advance, whilst tea has
Leen obtaining record prices. The priees of raw jute have been consis-
tently below those prevailing at the similar periods in the preceding ycar.

The close of 1923 was characterised by somewhat firmer prices for raw
raterials in the chief markets of the world, und it is fair to say that there
is a greater sense of socurity among producers and merchants than at this
time last year. The period of large returns has, however, passed and
ﬁc:;gral industries have still to adjust themselves further to lower rutes of
profit,

8. The slow recovery ot trade aud the fall in prices of imported articles
have resulted ig our being once again disappointed

Custome. in our Customs receipts. The actual figures for
Customs réceipts up to the end of January poinbt to a net revenue ior the
year of 4042 crores as compared with the Budget estimate of 45-10 crores.
Sugar provides 1,15 lakhs less revenue than we had anticipated, and it is
evident that under this head insufficient allowance was made for the reduce:
tariff valuation. While the volume of imports of other articles has in
most cases not been unsstisfactory, the amount collected on account of our
ad valorem duties has declined. We anticipated n decrease of 73 lakhs
under imports of piece-goods, 58 lakhs under metals, and 85 lakhs under
cutlery and hardware, while owing to adverse conditions in the Bomhay

mill-industry the ezcise duty on cotton manufacturers will fall short of the
Budget by 38 lakhs, :

9. To the extent of about 50 lakhs the failure of Custorns revenue to
fulfil our expectations isn due to the decision of the Bomhav Hirh Coumrt
that stores imported by Railway Companies working State lines comne undo
the definition of ‘* Government stores ' and have to be passed froe of
duty. An appesl has been preferred to the Privy Council sgainst this.

A2



1072 _LEGISLATIVE ASSEMBLY. [29tn Fep. 1924.

[Sir Basil Blackett.]

judgment. If we are successful, we shall recover 50 lakhs from the Com-
pany managed Railways which will go to the Revenue sido of the Budget
of 1923-24. If, however, we are not successful, we shall not only fail
to realise the 50 lakhs in question but we shall have to pay to the Railway
Companies a further sum, estimated st about 2 crores, by way of refund
of duty collected from them aftersthe definition of ‘* Government stores
on which we had always hitherto acted was brought into question before
the Courts. '

10. The Budget estimate of gross reccipts from Railways was placed

at 9557 crores. During the earlier part of the finan-
cial year the published figures of weekly earnings
were unsatisfactory. They were considerably affected during the mor.soon
and again in December by breaches in important lines due to flond ant
storm. Bince the middle of December, however, there has been a atriking
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 1§ crore less
than the Budget estimate. On the other hand, we have effected a 1matorinl
reduction in working expenscs and, in addition, the outgoings under the
head of Programme Revenue expenditure have been less than we expected.
and I may add, less than is really desirable in the interests of oar Rail-
way propertics. The total saving in working expensecs, as compared witk
the Budget, amounts to 1°93 crores. We thus anticipate an improvement
of 58 lgkhs in our net receipts.

11. Opium receipts excepgd the cstimate by 38 lakhs, but there is a

Lailways,

Opium, decline of 22 lakhs in the net gain to Central reve.

P'osts and Telegraphy, nues from the Posts and Telegraphs Department.
Under the heads of ‘‘Interest’’, ‘‘Currency’’ and ‘‘Miscellaneous”, there
Tnterest, Carroney, cle. is an improvement of 1,42 lakhs, largely due to the

higher price for short money in I.ondon and to thc
fact that favourable opportunities for remittance have enabled us to build
up large reserves in sterling which will be very useful to us during the
coming vear.

12, Honourable Members will not suspect me of forgetting Salt. The
Budget provided for a total salt revenue of 113
crores, including the additional 4} crores 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 issues of
salt during January and February 1928, in anticipation of the enhansement
of the duty. The hope of profiting by a reduction in duty in 1924.25 has
now led traders, especially in Northern India, to reduce their stocks as far
as possible. An examination of past statistics shows that the issues against
consumption in a normal year would amount at the present time to ap-
proximately 4,95 lakhs of maunds. The actual issues for 1928-24 are expect-
ed to amount to about 3,80 lakhs of maunds. The over-issue during
January and February 1923 may be put at approximately 86 lakhs of
maundg, so that something like 80 lakhs of maunds represents the afmount
of salt which would have been issued but for the anticipation of a reduction
of duty in the present Budget. I may add that I have been unable to
find any evidence that the restricted issues have been accompnnied by any
reduction in actual consumption. In the result, we now anticipute that
our total revenue from galt in 1928.24 will amount to 8} crores, which is
8 grores less than the estimate.

Eall.
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Ezxpenditure.

13. The only important excess of expenditure over the estimate occurs

, under the head ** Opium . It will be remem-

Opiun. bered that s supplementary grant of 77 lakhs was

voted during the July session to enable us to meet an exccss of payments

to cultivators in the United Provinces and in the Ceniral India States due

to an increase in the outturn of the last crop. It is now cxpected that the
excess will actually amount to 70 lakhs.

14. There has been a substantial saving on the Budget provision for dis-
Discount on Treasary count on Treasury bills which reflects the great
Bills, Interest on Hupee improvement in our ways and means position. On
luans, ete, the 31st March 1922, Treasury Bills outstandine
with the public reached the formidable total of 54 crores. This figure had
been reduced to 22 crores on the 31st March 1923. On the 31st March
1024, it will be approximately 2 crores. It is not neccssarv for me to
emphasise the great gain to our financial sccurity which these figures
disclose. With a large amount of debt maturing from day to day, all within
s few months, we were in a serious position if anv unhappy emergency
had arisen, The Finance Department's constant anxiety was to know how
to find the money if Treasury Billa had to be repaid, and they were ~ften a*
the mercy of the market if the bills had to be renewed. The muarket also
appreciates its release from constant demunds by the Government for short
money. Indeed, such is the perversity of humun nature that the com
plaint now tends to be that there are not emough Treasury Bills te go
round. The favourable rate at which the eurrent year's rupee loan wae
issued has also resulted in a suving the Budget provision for :harges
connected with new loans. There has been a small excess in the provision
for new sterling louns owing to our having raised 18 million pounds in
London instead of the 15 million pounds tentatively entered in the Budget:
statement. On the whole, we expect a saving of 74 laukhs in the gross
interest charges on our debt.

15. Under the head of sinking funds, there is a net saving of 80 lakhs, as

Siaking funds we have found it unnecessary, owing to the improv-

uking tunds. ed state of the Government securities market, ‘to

use any portion of the additional provision of 80 lakhs which has been made

i'luring the last few years for supporting the two long-term 5 per cent. rupee
oans.

16. The Budget estimates of Militarv expenditure for 1928-24 amounted

. to 65:06 crores gross and 62 crores net. Ag has

Military exper diture. already been announced to the House, full "effect
has now been given to the reductions in British troops proposed by the
Retrenchment Committee except in the case of one cavalrv reciment and,
though the full resulting economies will not accrue until 1924-25, Hiu
Excellency the Commander-in-Chief has found it possible by means of
various economies to reduce the established charges of the Militarv services
for 1928-24 to 60} crores as against the figure of 61.94 crores included in
the original estimate. A non-rccurrent credit of 2} crores from conskump-
tion or disposal of surplus stores was provided for in accordance with the
recommendations of the Retrenchment Committee. The actual eredit will
amount to approximatelv 3 crores. On the other hand. the latost ~stimate
of special expenditure in Waziristan is ahont 2 erores as aoainst the firure
of 1-69 crores inclnded in the Budret. Gratnities, etc., for demobilised

officers, for which 02 lakhs was provided, will cost us 1} crores.
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include sterling exvenditurs converted into rupees
at }g&.:&gutdhe:: ?git:;ml?asis the revisef Military cstimate stands at C0.20
crores net. From this total a sum of 46 lakhs has to be deducted repre-
senting the saving under the head of Exchagge, making the net figure
59.74 crores—a total saving of 2,26 lakhs or, if exchange be excluded, of
1,80 lakbs,

18. The non-recurrent saving of 8 crores in respect of stores has of
course been a prominent factor in keeping down our Mlll_tary expenditure
in 1028-24. Our position hus also been materially assisted by a non
recurrent reccipt of 41 Inkhs. During the war temporary lines were con-
structed for a number of Indian Battalions raised for t.h_o._ British Govern-
ment, and the cost of these lines was charged to the British Gn'vernment‘
Since the termination of the war the lines have been gradually dlsppsed of,
but the British Government have only recently accepted our contention that
the sale-proceeds belong to the Indian exchequer in consequence of the
arrangement arrived at when the further contributien towards the expenses
of the war was agreed to by India.

19. There has also been a saving of } crore under other heads of Civil

. Expenditure, but the largest saving on the expen-

Fxcha ge. diture side occurs under the head ‘* Exchangoe '.

"The rate of exchange has, except for u few days, stood above the figure of

ls. 4d. nssumed for the purposes of the Budget for 1923-24. It has

wtood above ls. bd. nlmost continuously since November and the average

rate for the current financial year is expected to work out to approximately

ls. 44d. The resultant saving in net expenditure outside India, including

Military expenditure and expendituge on commercinl scrvices chargeable to

revenue, nmounts to 1,28 lskhs. In addition, there is a saving in exchange
of approximately 50 lakhs in respect of capital expenditure.

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

Summary,

(In lakhs of rupeex.)
(+Better, - Wcrse)
Customs revenue, less

4,78
Ralt revenue, loss . . 3,06
Opium revenue, mere . . 38
Net. receipts frum Roilwavs, more . . . b8
Net receipts from Posts and Telegraphs, less (62
Inkhe of the deterioratirn is nemipal, due to
the debit to the Department fer the first time
of the cost of pensions and to payment wade

fer the stock of postage and telegraph stamps
which have now been taken over by the Do-
partment)

. . 124
Interest, Carrency and Miscelluneous receipts, meve 1,42
Militarv vecoipts, more . . . S ¥
Loss bv ex hange on revenue vealised jin England as
compared with 1s 4d. rate assumed for Budget ... 18
Minor variations . . . . . 17
Total . 372 9,10

Net deterioraticn in revenno . —b5,88
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(In lakhe of rupees).
(+Better ~ —Wuorse).
Opium ”Eeuﬂituro, more . 0
Saving under expenditure cn st‘m}m and lupemn-
nuation allcwances and pensions cwing to trans-
fers to the Posts and Telegraphs Depurtment
(seo explanation above under Posts and Tele-
graphs receipte) 62
Saving in interest churgeabln to Posts and Tale-
graphs and in capital outlay of the Department

charged to revenue . 40
Saving in gress interest pavmentn . 74
Smaller interest recoveries from Provine 1a.l Govern-

ments . . . 26
Baving i provi-ion for smkmg funds . . . 80 Ve
Saving in gross Military expenditure . 63

Saving in exchange on grees expendlture in En;,-
Iand as compared wilh 1s. 44, rale assumed for

. Budget . . . 141 e
Minor variations (mn.mly snv:ngu i Civil axpen-
diture) . v . . . . 54

Total . 6,14 95

. PO —
Not saying in expenditure +4,19
Net deterioration on Budget anticipations —1,19
Surp]lw in Ludget 81

Doficit-ncw anticiputed . 38

v

Realised Surplus.

21. So far I have been desling only with ordinary revenue and expcndi-
ture. The figures are so nearly equal that,
although they point to a small deficit, it would
not be surprising to find that the final figures show, after all, a small
surplus on the ordinary Budget. We have, however, been fortunate enough
to come in for a valuable legacy. There are certain sums which have
for some time been lying in suspense and which represent the profits from
the control of enemy ships and similar itemns. It has not hitherto been
possible to say how much, if any, of thesc sums could be credited to Indian
revenues. A great number of intricate problems had to be cleared up
first and cven to-day there is still some posxibility of counterclaiing being
established against a portion of the amounts in question. But we arc
able to say with fair certainty that £3} millions (equivalent at 1a. 43d. to
4.78 crores) representing proﬁts from the control of enemy ships belong to
India. Out of this sum the Government,of India propose to reserve 25
lakhs for the payment of ex gratia grants to private individuals in con-
sideration of losscs suffered through enemy action. 1f the whole of tne
remainder of this windfall were ecredited to the revenue of 1923-24, there
would be a surplus l'mcludlng both ordinary and cxtraordinary revenuc) of
over 4 crores after allowing for the deficit of 88 lakhs provisionally entered
on ordinary account.

22. In the absence of any special arrangement this surplus would, in
the ordinary course, go uautomatically to debt reduction, and, in view
of the deficits of previous years, it is clearly desirable that as much of
as possible should be so applied. An item of extraordinary revenue of
thig sort ought not to be used for meeting ordinary recurrent expenditure
or, indeed, any expenditure normally chargeable azainst ordinary revenue.
We have, however, still to provide the means of meeting the special

Windiall,
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charge of 2 crores tor repayment to the Railways of customs duty on
imported railway materials if the casc goes against us In the Privy Council.
This expenditure is, indeed, part of the expenditure properly chargeable to
1928-24 if it eventually has to be incurred. I therefore propose to retain
9 crores out of the available surplus temporarily in suspense pending the
decision of the Privy Council. The remainder of the surplus, .eshimstcd at
present at approximately 2,06 lakhs, will be applied automatically to the
reduction or avoidance of new borrowings for capital expenditure.

(GENERAL.

23. I do not propose to go again over tho ground which I covered a
year ago in reviewing the position of India’s finances at the close of
1922-28. Broadly speaking it may be said that both in the provinees and
in the Central Government the era of unbalanced budgets has now been
brought to an end. We have got rid of practically all our embarrassments
in regard to floating debt and can face the necessity of meeting short-
term bonds which mature in the next few years with confidence. There
is no longer any fear of our being forced to undesirable expedients, such as
currency inflation, in order to meet 6ur outgoings. And if the time has not
yet come at which we can replace the present statutorv, but inoperative.
ratio of 28. gold to the Rupee by an effective ratio, this is due not to our

" inability to maintain our currency in u sound condition but to a con-
tinuance of economic instability in other parts of the world, which makes:
immediate stabilisation unattractive.

24. The improvement in our position is happily reflected in the improved
market price of all our rupee securities. On the 15th February, 1928,
the 5 per cent. tax-free loan 1945-55 was quoted at R88-10; on the 15th
February 1924 it was quoted at R98. The quotation for the 5 per cent.
ioan 1929-47 has risen in the same period from R82.10 to R93-2. In 192
we were able for the first time since 1919 to raise money by a long-term
issue, and the improved quotations which I have mentioned give 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 Wayvs snd Means Budget for the coming
year, to avoid any new borrowing in London.

256. One striking feature of the ycar 1923-24 is the increased popularity
Post Office Cash Certi- ©Of our Post Office Cash Certificates. Originally
ficates. - . issued in 1917, these certificates, thanks o a
strenuous campaign for gaving, were taken by the small investor to a total
of 8 crores net during the period’ ending 81st March 1919. From that time-
onwards, year by year, repayments considerably excecded new purchases
and on the 81st March 1928 the total outstanding had been reduced to &
crores. There is nothing which will give a ‘greater stimulus to economis»
progress in India than the extension of the saving habit. The year 1923-24
has seen a very hopeful development in this direction. From the 1st April
1923 the terms on which Post Office Cash Certificates were issued were
improved, so that they now offer a net vield of 6 per cent. compound interest
to those who hold them till maturity. At the same time as the issue of
new certificates becan, endeavours were made in various dircetions to
popularise them, with the result that during the ten months ending the
81st January 1924 a total of 6 crores gross and 4% crores net (after allowing
for repayments) was invested in thix way to the oreat ndvantage both of
the small investor who lent us the money and of the Government of India
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who borrowed it, as well as of the Indian pcople us a whole who are
riocher individually by the amount of their savings and collectively by the
productive capital assets in which these savings have been invested. It
raiy shortly be uecessary to reconsider the terms on which cash certificates.
arc issued if, ws seems probable, the Government of India are able to
place rupeo loans in the open market on terms which show a consider-
able improvement on the yield of shout 53 per cent. subject to tax at which
last year's loans were issued.  But it is my earnest hope, and I trust that
all Members of the Legislature will use their influence in the same direc-
tion, that the habit of investing in Post Oftice Cash Certificates will go on
spreading throughout Indin and that both the number of small investors
who take to the habit and the aggregate volume of their purchases will
go on increasing.

26. The holders of all our securities in India have benefited by the
general improvement in the outlook for Government finances, and not
least those holders of our 8§ per cent. rupee debt who bought or subseribed
for that stock beforc the war at or near par. It will be remembered that
the question of doing something to assist such holders was carefully ex-
amined a few years ago. But the conclusion reached, and indeed it was
the only possible conclusion, was that the sound and sure way of alleviat-
ing their position is to restore the general stubility of our finances. The-
rise in the quotation of the 8% per cent. rupee paver from its lowest pou'lt
of. RH2 to a maximum figure of R66-2 during 1923, and the further rise
which occurred early this month, when scasonal influences might have
been cxpected to depress the price, is an earnest of what we may hope
will prove a permanent recovery.

Debt.

27. T now enme to our debt position. The figures which I am about

Debt. to give are in a new form which is, I think, more

comprehensive und acenrate than the form hitherto

adopted. The totul debt of tho Government of India on the 81st Marchs
1024 will be constituted a8 follows :

In India— (Ra. Lakhs.)
Losns . N 3,6279
Treasnry Bills i in tho ]mnd- of the pnblu . 213
Total in Tudia . . 3,60,02
In Englend (at Rs, 15)—
[oans . . . . . . 13,6422
War contribution . . . s . 2800 _
Tctol in England . s 3,93,12
Tninnded—
Pest Office Savings Banks . . . 21,87
(Cash Certifeates . . . . R a.51
Provident Funds, ete. . . . . 3097
Total unfunded . ‘o 7336
8,27,39
Add—-

The Capita) value of the liahilities undergring reslcw?mn
by wav of Tarminable Rai'waw Annunities, amenuting,

on S1st March 1024, to £60,005,435, or at Re. 15 . 90,14
Total debt . 9,17,63
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I have excluded Treasury Bills, amounting to 4965 crores, held in the
Paper Currency leserve, as these represent a liability not entirely compar-
able to ordinhry public debt. If, however, they are included, the gross
total of the debt amounts to 9.67-18 crores. The corrcsponding total on
the 31st March 4923 was 9,29.55 crores ineluding a similar total of
49-65 crores of Treasury Bills in the Currency Reserve and 8,79-90 erores
excluding these Treasury Bills.

28. Of the total on the 31st March 1924, 11'88 crores are due to the
discount at which some of the loans were issued. This liability is treated
a8 an interest charge under our system of book-keeping and is being extin-
guished by annusl appropriations from revenue within the period of each
loan. It should therefore be excluded from our total debt figure, which
is thus reduced to 9,05°65 crores. Of this, 5,78.89 crorcs are classed as
productive debt and 2,28-45 crores s unproductive debt. The balance of
$8'81 crorer represents loans to Provincial Governments. These figures
compare with 5,56-07 crores of productive debt and 2,29'11 crores of un-
productive debt a year ago and 8749 crores of loans to Provincial Gov-
ernments. The rupee debt, which stood at 4,23.98 crores on the 8lst
March 1928, amounts to 4,84'27 crores on the 81st March 1924, while
the sterling debt has risen from 804 million pounds on the 31st March 1925
to 8224 million pounds on the 81st March 1924.

29. This brings me to the general question of the provision meode
Propwals for debt re- &nnually in our expenditure for sinking funds. Bo
demption, long as we have a considerable annual programme
of new productive capital expenditure, any provision for sinking funds
-operates, not to reduce the net total of our debt, but to reduce the amount
of it which is unproductive, and the amount provided becomes in effect a
-contribution out of revenue towards productive capital expenditure.
Instead, therefore, of spesking of such a provision by the convenient but
‘misleading title of a sinking fund, it is preferable to describe it as a con-
tribution out of revenue for reduction or avoidance of debt.
80. The amount provided for reduction or avoidance of debt in the
Dstlmntes for 1928-24 was as follows:

(Re. Lakhs.) {Rs. Lakhs.)
In India—

1} per cent. Depreciation Fund againet-—
b per cent, Indian War Loan, 1830-a7 . 41

5 per cent. Tax-free Loan, 1943-60 . 83
Lump sum addition to the sbove mnda in and
‘wince 1921.22 . . 80
—_— 1,64
In Englond— .
War contribution —annual instalment in re-
payment of principal . . . 442,800
Railway Annuities (ca]ntal on) and sink-
ing funds pm'tl } . . 1,644,300

Total in England . 1,987,200
Which at Re. 16= . 208

Total provision . 4,52
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As 1 have already explained, the specinl optional addition of 80 lakhs,
made in and since 1921-22 to the deprecistion fund for the two 5 per
cent. Rupee loans was not required during 1923-24. There was also a
saving in exchange on the sterling items of 9 lakhs, so that the total
actual expenditure for reduction or avoldance of debt during the year
will have been R8,68 lakhs,

The corresponding figurcs for 1924-25 on the same basis would be R4,65
iakhs including the special 80 lakhs and R3,85 lakhs excluding those 80
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 balance of the difference between the
figures for the two years is cxplained by exchange variations and by an
automatic increase in the capitul portion of certain annuities. [}

81. It will be remembered that a year ago there was some discussion in
connection with the Budget of the propriety of charging to capital that
portion of the Railway annuities, provided in the Railway grant, which
represents repayment of capital. In mccordance with a promise which
I made last year, we have now reconsidered this particular charge in
connection with the general subject of debt. We have come to the con-
«lusion that this charge should henceforth be excluded from the Railway
budget, but ireated along with our other provision in the general budget
for the reduction or avoidance of debt. By so treating it, we are able %o
get a clear picture of what exactly is our total provision out of revenue
against our total debt and to consider whether it is sufficient. In order to
do this we must first ask what is the basiz on which our present, total pro-
vision rests and what ought to be the busis. Why, in fact, did we prov:du
4,52 lakhs in 1923-24 and was that an adequate total?

32. It appears on examination that the present provision is largely the
result of accident. We happen to have entered into certain contracts with
third parties, such as the contracts with railway companies to buy up their
property by means of terminable annuities, and the contract with sub-
seribers to our 5 per cent. war loans to pmwde a depreciation fund. These
contractual obligations account for 8,72 lakhs in the Budeet Estimates for
1923-24. The only optional payment was the extra 80 lakhs for additional
depreciation funds for the 5 per cent. loans. Tt is obvioug that a total made
up in this way does not represent a considered plan, snd that the aggregate
of individual items does not necessarily conform to anv eriterién of what our
totnl provision should be. Tet me give an examnle of what T mean.  Let
us suppose that we come to the conclusion that 8'99 crores, which with ex-
~hange 1. 4d. is the aggregate of the obligatory items in 1924-25, represents
almost exactly what ought to be provided. Bunnose further that in the
course of the next few years the money required for new productive capital
expenditnre and the monev needed to meet the large total of maturing bonds
were raised roainly or entirely bv the issue of one or other of the b per
cent loans to which a contractual depreciatinn fund attaches. A larce
addition would then have to he made to our provision for depreciation funds.
It is, of course, proper that the provision for rednetion or avoidance of debt
should erow with the erowth of our total debt. But i there anv reacon why
it should grow by exactly the amount of the denreciation funds? And in so
far as the new borrowing merelv renresents the replacement of maturing
bonds is there any reason fer an increase at all?

88. We are clearlv in nced of some eriterion and we should aim at a
regular programme hased on stable and well considered prinociples, not

Fl
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subject to haphazard changes. The best way of arriving at such a pro-
gramme is, 1 think, to take the gross totul of our debt, examine the capital
assets which we hold agsinst that debt, and tix approximate periods within
which it is desirable to smortisc ench category of debt. The gross total
of our debt on the 31st March 1024, sccording to the figurcs already given,
is approximately 9,17-58 crores. I exclude as before the 49-65 crores of
Treasury Bills in the Paper Currency Reserve, for redemption of which
statutory arrangements have already in fact been made in our Paper Cur-
rency Act. Of this total of 9,17-58 crores, 98'81 crores represents debt in-
curred on behalf of the Provincial Governments. Those Governments them-
selves provide for repayment to us of what they have borrowed, and pro-
pbsals are under consideration for putting these 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
08.81 crores as also the sum of 11'88 crores representing dis-
count on past loans, leaving u net total of 8,06-84 crores, of which 5,78:39
crores is productive and the balance of 2,28-45 crores is unproductive debt.

84. It seems desirable, however, to analyse our unproductive debt a
little further. Approximately 98 crores of it represent the accumulated
deficits of the five veurs ending 81st March 1923. The building of New
Delhi accounts for 9'B5 crores. We are thus left with a figure of 1,20.60
crores which may be said to be our true war debt. It is reasonable to fix
different periods for the redemption of different classcs of debt. For pro-
ductive debt 80 years is not too long. Tor unproductive debt generally o
period of more than 50 years 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 ycars for the firat and 15 years for the
second, ought to be taken, since in both cases the next generation of tax-
payers is in danger of being called upon to provide sums which ought
strictly to have been met out of annual revenue. War debt, on the other
hand, however desirable it may 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 be passed on to the
generations which benefit by the sufferings and privations of their prede-
cessors. Per contra, the fact that borrowing may be needed for emergencies
such as war makes it most undesirable for a Government such as the
Government of India to borrow for non-productive purposes in time of
peace. It should manage to provide in peace time for the gradual amorti-
zation of all ita-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. Tt is not possible in u Budget-speech to treat the whole subject
exhaustively and I do not pretend that the periods suggested above are the
only possible or reasonable periods to tuke. But for the purpose of mv arzu-
ment they will serve well cnough by wav of illustration. If we take the
periods named and apply them to the different classes of debt mentioned
and assumeo further that any sums provided year by year were set aside to
accurnulate ut 5 per cent. compound interess, we obtain as our result
a figure of 866 crores as the amount which it would be neces-
rary, on the nbove basis, to provide annually beginning with
the vear 1924-25 to redeem the whole debt within the periods

e
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asmed. But it would not be convenient or desirable to set this
sum nside year by year to accumulate at compound interest in the
manner assumed in the calculation. It must be cxpended in the year
in which it is provided either on actual repayment of cxisting debt or for
new capital purposes in order to reduce the amount of our new borrowings.
By 8o using it, we reduce the amount we have to pay in interest in the future.
We could, indeed, obtain a result equivalent to accumulation at compound
interest if we first of all provided 8-66 crores in 1924-25, and then set aside
in 1925.28, in addition, a sum cquivalent to 5 per cent. interest on 3-66
«rores, and 8o on in future years. In that casc the sums actually required
during the next five years would be:
« (In crores of Ra.:

102425, 1925-26. 1928-27, 1927-28, 1928.49,
886 a8 104 424 445

86. This would, however, be rather a cuunbrous arrangement, and in view
of the hypothetical nature of some of the dats 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. The same amount of debt would be redeemed if a
provision of 4'04 crores were made in each year for the next five years.
We may therefore conclude that a figure of 4 crores per annum would be an
adequute provision to include in our Budget expenditure for the next five
years for dealing with our existing dcbt.

37. 1 do not meuan that we ought to lay down finally as a law of our
financial system that a provision of 4 crores per annum shall be made in
each of the next five yeurs. In any case I must remind the House that this
figure makes no provision for the further debt which will be incurred during
1924.25 and thereafter. The cfiteria which I have suggested evidently
roquire 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 purposes, the annual addition might be a sum
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
programine—it might with advantage be a statutory programme—for deal-
ing with this subject. ¥or the present, however, I am content to deal
with the year 1924-25 only, leaving for further consideration in the light
of the discussion which will, 1 hope, be provoked by what I have said, the
final determination of our future programme.

88. The House will not fail to observe that the figure of 4 crores is
almost exactly the figure of our obligatory payments. This coincidence is
satisfactory us showing that our provision for dealing with our debt hitherto
has been a reasonable one. 1Ii also provides a further justification for the
omission of the optional item of 80 lakhs for additional depreciation fund.
In view of the strength of the market for Government securities, this extra
80 lakhs is clearly not required for its specifie purpose.

Separation of Railway Finances from General Finances.

80. Before coming to grips with the figures of the general Budget for

. 1924-25, T must devote attention to one more
Railway Budget, speeinl subjeet, the subject of Railwav Finance.
Honourable Members have all seen the Reso-lution on the subject of the
separation of the Railway Budget from the ordinary Bwdget which has been
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on the table of the House for some days. 1 know of mo reformn which
offers greater attractions and greater benefits to our finances and our
Railways alike than a definite separation, if it can be achieved. The e-()tl:dl-
tion of affairs hitherto prevailing has inevitably tended to an alternation
between raids by the Kailways on the taxpayer and raids by the taxpuyer
on the Railways. If we can succeed in putting an end to this state of
affairs, we shall have achieved & picce of genume constructive work,, for
which the credit will be, in large measure, due to the initiative of the legis-
lature which has pressed the problem upon the Government. It is proposed
that time shall be set apart on Monday next for a full discussion of the
Resolution on this subject. I must not, theré&fore, dvlay the House now
by dwelling upon it. I wa." onlv to say that in.my opinion the reform
proposed will bring us valusble dividends in our future budgets, and at
the 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 provide
hetter service at reduced cost to their customers, the Indian public.

40. In the figures of the general Budget as presented, the return which
we expect to receive from our investment in the Railways is included in ac-
cordance with the new settlement now proposed. The taxpayer, instead of
paying the whole of the expenses and taking the whole of the incomings
of the railways, will enter into a bazgnin with the Railways to receive
from them (a) a sum sufficient to pay in full the interest on the capital
he has invested in the commercinl lines, (b) an additional dividend of
five-sixths of one per cent. on that capital and (¢) a share of one-fifth of
any surplus carnings that may be secured in addition. In return, the
railways will be left to tarry on their business with the right to retain
uny surplus over and above what thoy ‘pay to the Government and to
upply it to railway purposes, first of all for creating reserves and then
by using those reserves to improve the services thev render to the publie
and reduce the price which they charge for those services. The Govern-
ment of India and this Assembly will remain in complete control of the
Railway Administration just as they now are. That control will be m
no way impaired. But there will no longer be any nced to consider from
the narrow standpoint of their effect upon the general revenues in a parti-
oular period of twelve months, that is in a particular Budget period, pro-
posals by the Railwpy authorities which, though excellent and desirabls
in themsclves, might, under the present system, wupset the apparent
equilibrium of the Budget for the year. The taxpayer will secure a regular
and increasing contribution from his investment, largely independent of
fluctuations in railway receipts und expenditure, nnd the railways will
be able to spend money according to the real needs of the railway system,
unimpeded by thc necessity for conforming to the vagaries of Budget
fgures and the requirements of Budget accounting. The Railways will
tecome a reel commercial undertaking managed on commercial lines, and
the taxpayer will get the benefit of commereial accounts and management.

41. Among the papers which are heing circulated with the speech,
Honourable Members will find statemcnts showing, first, how the net
contribution by the railways to general revenues is arrived at under the
proposed new settlement, and second, a comparison of the figures under
the two svstems showing what the contribution would be under the old
system. The main figures in the Railway Budget framed nccording ta
the oroposed new plan are, traffic receipts 97-07 crores, working expenses
685°28 croree, intcrest ‘and other charges 26'28 crores, leaving 1,38-48 lakhe
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s reserve and 4,27'30 lakhs as the net contribution to general revenues.
Under the old system the net contribution is 4,16 lakhs. It is necessary,
however, to mention one special point. One of the results of the close
scrutiny of Railway finances which has tuken place during the past year
has been to bring to light a difference on the wrong side between the value
of stores held for the capital suspense nccount and the true market value

of those storcs. Some of them are not now required for railway purposes’

and must be sold for what they will fetch. Others are required but are
worth less than the figure at which they stand in the books. It becomes
Decessary, therefore, to write off 3 crores from the Capital account and
this can only be done by a charge against revenue. The loss has been
accumulated over a series of years and is partly the result of the large
rise in prices after the war and the subsequent slump. How are we to
deal with this charge of 8 crores? It is necessary that the 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 Btate. If we were in a position to do so, we
ought undoubtedly to provide this 8 crores out of the revenue of 1924-25.
Under the scttlementt proposed to be made with the Railways, this charge
will be taken over by them and spread over a period of ten years, during
which there is reason to believe that they will be uble to meet it out of
their share of surplus profits. Under the old system there’is no provision
for building up a reserve out of profits, ad profits arc taken automatically
into general revenues for the year in which they acerue. There is, there-
fore, less justification for spreading the charge. 1f, however, the whols
3 crores were charged against the revenue of 1924-25, the contribution of
the railwsys to general revenues during the vear would be reduced almost
to vanishing point. I trust that the need for deciding this difficult point
will be avoided by the udoption by this House of the proposed systemn of
commercial aceounting and separation of the railway tinances. But in the
contrary event, there seems to be no better solution than to set up a
special provision of 80 lakhs a year, beginning with 1924-25, to amortise
the debt in ten vears, and it is only by this unsatisfactory device that the
figure of 4'16 crores for railway net receipts on the present system is
arrived at.

Bupeer ESTIMATES FOR THE YEAR 1024-25.

42. T have, I am afraid, already taxed the patience of the House as
soveroly as the Government are dccused of taxing the people of India.
But the subjects of Debt Redemption and Railway finance have an interest
far boyond the immediate question of the Budget of 1924-25, and it was
necessary to deal with them at some length in order to prepare the way
for the Budget statement itself. Two other subjects, which are of imme-
diate importance for the year 1924-25, must still be disposed of before I am
in a position to present the figures for which the House is waiting. The
first of these is the question of making Governmeat stores liable to
Customs Duty and the second is Exchange.

48. T have already referred to the complications caused during 1923-2%

i " - §
puﬁﬁwg}m'fmzzfmmﬁu brought stores purchased for Company Railways
to customs daty. into the category of ‘' Government stores
We hope that the decision of the Privy Council will upset this ruling on
-appesl: But quite apart from that question, we have come to the conclu-

gion that the time has arrived when Governmoent stores should be treated

“

by the decision of the Bombay High Court which -



1084 LEGISLATIVE ABSEMBLY, [297Tu Fes. 1924,

[Bir Basil Blackett. ]
for Customs purposes like any other inports, und as the House is aware,
we have introduced a Bill to reseind the proviso to section 20 of the Sea
“Customs Act by virtue of which Government stores are ndmitted duty
-free. :

44. The Budget figures are presented on the assumption that this 13ill
will become law. 'the effect is to add about 1,63 lakhs to our
.estimate of revenue and about 58 lakhs to our gencral expenditure, of
which 25 lakhs occur under the head of Militury expenditure und 22 lakhs
represent the assignments to be madec to I'rovincial Governments during
1024-25 to compensate them for the duty which they will have to pay.
An additional charge of about 1,10 lakhs to Railways is also involved,
partly Revenue and puortly Capital. Of this 1,10 lakhs about 90 lakhs
would in any case accrue if the decision of the Privy Council were in our
favour. It has been the practicc hitherto to take credit to Revenue for
customs duty on stores imported by company-managed IRailways for
-capital purposes even when the eapital is provided through the Government
-of India. We thereby get an increase in revenue gt the expense of an
increase in capital. It is true that the capital is spent on productive
purposes and that the Railways ure expected to charge their customers
fures and freights sufficient to pay interest and earn profits on capital
expenditure. But there are obvious objections to increasing revenue at the
expense of oapital and this system will be reconsidered during the course of
.the year. It is not proposcd to chiange it in the present Budget, in so far
‘a8 the company-managed lines are concerned. But we think it would be
unsound to extend the practice to State Railways, which will now have
to pay Customs duty on the stores they import. It is accordingly pro-
posad to earmark as a special contribution from Revenue to Capital a sum
equivalent to the duty eollected from State Railways on stores imported
by them for capital purposes. The amount in 1924-25 is estimated af
11 lnkhs. Tt will be larger by 80 lakhs in 1925-2( when the Great Indian
Peninsula and Esst Indian Railways are taken ovAr by the State, and the
Inct of their trnnsfer to Btate management will thus automatically reduce
the extent of the nbjection to the present svstem in the case of company-
mannged lines. The amount of duty on stores for company-managed lines
which involves a debit to capital in 1924-25 is estimated at 51 lakhs.

Ezchange.

45. It will be remembered that in the Budget estimate for 1921-22 a
rate of 1s. 8d. per rupee was taken for the
purpnse of gonverting into rupees that part of our
- expenditure which is in sterling. The Government were supposed
to have made & prophecy or oven a promise that the average
rate for the vear would be 1s. 8d. and were sevcrely er'ticised when the
rate fell far below that figure. This year and the vear before the rate
taken was 1s. 4d., which proved just about right in 1922-28, while in
1928-24 the average rate has been 1s. 43d. What rato are we to take
for 1924-25? The fipures were prepared in the first instance on the basis
of a 1s. 4d. exchange, but are we content to leave them on that basis? If
we do so and the rate for the vear nverages 1s. 43d. we shall have over-
cat'mated our expenditure to the extent of 88 lakhs (apart from Railways)
and if the average rate were as hirh as 18. 5d. we shall have over-}ated
our outgoings by 1.71 crores. ls the House prepared to pass our Demand

Exchange.
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Grants ou the basis of 1=, 4d, at & moment when the market rate has been
almost continually ubove 12, 3d. for nearly four months? :

4G BE-iF we T do not toke 1s, 4d. whatl rate are we to take? The
(tovernment of India ennnot prophesy or promise any particular rate, and
he'would be n bold man who ventured any eonfident statement in complete
ignoranee, ns he must be, of the nature of the 1924 monsoon, the course
of cvents in the Ruhr and elsewhere, and the movements of the dollar-
sterling exchange. We are compelled to adopt some definite flgure and
yet we are ontlrely unable to contral ihe events which will determine the
ﬂoeu'r'icv of whatever fizure we may adopt. After careful consideration
we have decided to frame our forccast on the basis of an average rate
for the year of 1s, 43d. or }d. better than the actual average in 1023-24.

Erpenditure.

47. We arc now at last in a position to procced to a balanco-sheet for
1924-25. T begin with the expenditure side.

Military expendituro for 1924-25 is cstimated at 068 crores ﬂmsa nnd
Milltary espditure. 6025 crores net, which includes a saving on
HHary expmAEnre Bxchange of 68 lakhs. On the basis of 1s. 4d. to

thie rupee, the net amount required would be 60-08 crores. In order to assist
comparison with the current year the remaining figures of Military expendi-
ture which I shall proceed to give will be on the basis of 1a. 4d. to the rupec.

48. Established charges come to 59 crores which compares with the
Revised estimate of 60} orores and the original DBudget figure of 61°94
crores for 1928-24. Tut 25 Inkhs is included in the 1924-25 figure for the
payment of customs duty on imported stores, which was not required in
1928.24. We shall require 80 lakhs for roads and barracks in Wagiristan
and 1.63 lakhs for specinl terminal charges. Tf we exclude the specinl
sum of 25 lakhs representing customa dutv. which will come baek as
rovenue, the cstablished charges will smount to 588 crores as against the
figure of 59'88 erores nssumed by the Retrenchment Committee. The
non-reeurrent saving arising from reduction in stocks cannot of course be
1epeated for next vear. TBut we have managed to reduee the established
charges below the Committee’s figure—an achievement for which we are
arcatly indebted to the vigilance of His Excelleney the Commander-in-
Chief and “his keen anxiety to effeet all possible ecconomies which do not
interfero with the essentinl structure and organisation of the rcduced Army.

49. Full information about the action taken on the detailed recom-
mendations of the Retrenchment Committee hag already been supplied
to the House. T mny remind Honourable Members that the Committee
expressed the view that in mattors of detail the Commander-in-Chief must
be loft a eertain amount of diseretion in earrving out their proposals. As
the financial effect of the retrenchments aetunlly secured is not less than
tha total specifie cconomies recommended by the Committee, the Govern-
ment can rightly elaim that they have given full effect to the Committee’s
rocommendations.  We have not overlooked tho faet that the Retrenchment
Committae oxnressed the opinion that the adoption of their recommenda-
tions would onable the Military cstimates to be reduced in subsequent
vonars to ahout 57 crorer and ultimately to 50 erores. though as they
stated, the Comwandor-in-Chicf did not subsoribe to this opinion. Their
specifie recommendations, hawever, warked aut ta a fizure of 573 crores
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which included the special non-recurrent saving of 2} crores {rom redustion
in stocks. There was thus a gap of 3 crores between the figure arrived
at as u result of the specific recommendations of the Committee and the
figure of 57 crores. Further the Committee took no account of the inevit-
able inerease in non-effective charges. Owing to a growth in the pension
list, which Las been accelerated by reductions of personnel, the provision for
ron-effective charges included in the established charges of the Military
services is, on the basis of a 1s. 4d. rupee, 85 lakhs higher in the Budget
of 1024-25 than in the Budget of 1928-24. It is evident, therefors, that
the goal of 57 crores is not immediately attainable. For the last year our
energies have been fully oceupied in securing the actual retrenchments
gpecifically recommended by the Retrenchment Committce, But T am
not without hope that, with the continued co-oporation of His Excellency
the Commander-in-Chief, it may be possible further to reduce the level
of the established charges of the Military services in 1925-26, though
vnfortunately we have reason ta anticipate that terminal charges will
be specially heavy in that year.

50. On the Civil side also, we have given effect to almost all the recom-
mendations of the Retrenchment Committee and
expenditure gencrally has been kept low. Under
Opium, wc are able to count on a decrease of 49 lakhs as
compared with the current year's expenditure, as the special
rayments necessitated this year by an increase in the outturn of the last
erop should not recur. A provision of 25 lakhs has been made, as I have
already 1nentioned, for ex gratia payment of compensation to private
individuals who suffered from enemy action during the war, but it can
be met from an equivalent sum set apart from the w'ndfall from the working
of enemy ships. FEliminating Railway transactions, which cease to be
n direct charge on Central revenues under the new arrangements wh'ch
T have explained, our total expenditure amounts to 1,04:57 crores. What
is the revenue on the basis nf existing taxation from which to meet it?

Civil expenditare.

Revenue.

51. We expect o net customs revenue for 1924-25 of 4502 crores
Cunt against 40042 crores now cxpeeted  in
LAtoma, ]

the  curremt  vear. The  former  figure

includes the extrn 1'63 crores already mentioned on account of duty on
imported Governments stores including Railway stores. Apart from -this
special factor, the estimate of revenue for 1924-25 allows for the higher
tar'ff vuluation for sugar which came into force from the 1st January last
nnd for o normal expansion of revenue under other tariff heads.

52. Some small changes in the tariff are being proposed in the Finance
Bill, the wmost important. being the reduction of the Excise Duty on
Motor 8pirit to 4} annas n gollon,. which will cheapen motor spirit withont
loss to our revenue, and the imposition of specific duties on empty match
boxes and splints, in order to protect nur match revenue. I ought perhaps
to add in passing that for Budget purposes it has been necessary to assumc
that the final outturn of 1924-25 will he unaffected by any changes which
may be inteoduced into our customs taviff ns the result of the recommenda-
tions of the Tariff Board.
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38. Under Income-tax, the unsatisfactory condition of the Bombay, mill

1 tax industry in the current year will reduce our revenue

noome-tax. in that province in 1924 25, but this decline in

revenue should be partly set off by increases in other provinces, and we do

rot anticipate a reduction of more than 85 lakhs on the net revenue expected
for the current year, making the total figure 18'22 crores.

54- We oxpect no material variation in the estitnates under other headr
ot revenue, except under Currency where the investments in British
treasury bills made out of the large sterling remittances effected in the
current year will result in an increase in revenue of about % crore. We
propose that the interest on investments of the Currency Reserve as well
as the surplus holdings in the (old 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 I’osts and
Posts and Tol Telegraphs Department is 903 crores. The reve-
ond Telegraphe.  p e for 1924-25 is put at R10°14 crores. These
figures are mnot comparable with those presented a year ago
owing to the inclusion on both sides of certain items not
hitherto included. The changes introduced represent the results so far
achieved in the attempt to present commercial accounts. It had been
hoped that it would be possible to have o commercial account ready for
this Budget, but, partly owing to the desirability of awaiting a settlement
of the cognate problems in the commercialisation of the Railway accounts,
we have had to be satisfied with something less this year. We are able,
however, to include in the detailed estimates s profit and loss account
which indicates that the actual profit for 1924.25 will be about 24 lakhs.

66. It will be remembered that the Retrenchment Committee laid con-
siderable stress on the large amount of capital locked up in stores. The
aotual balance in stock in the casec of this Department has been reduced from
R257 lakhs to R196 lakhs during 1928-24, and by the 81st March 1925 it
is expected that the figure will have been brought down to less than
1 crore. .

Surplus.

57. Replacing the net receipts from Railways by the fixed contribution
of 427 crores, we thus arrive at a total revenuc estimate of 107-93 crores,
giving us, on the basis of existing tuxation, n surplus of 886 crores. How
are we to utilise this surplus? T sec many elaimants. I should like to have
been able to reduce somec of our Customs duties which in certain cuses
are undoubtedly hampering trade, though not, I think, so much as has been
contended in certain quarters. It is tempting to consider a reduction herc
and there of some of our charges for postal and telegraph services; these,
however, must wait till we know more exactly what the real surplus on the
working of the Posts and Teclegraphs is. Then therc are thc Provineial
contributions. We had some discussion on these a few weeks ago, and the
degirability of getting rid of them was widely recognised. So long as they
remain unreduced, we are in the position of having over 9 crores of prior
obligations between us and the things we should like to do with our surplus,
Moreover, #he existence of this liability is a constant source of bitterness
in the relations between the difierent Provincial Governments, and between
the Government of India and the Provincial Governments, not excluding
Bengal, whose thres years of grace expire at the close of 1024-25, A
beginning of reduction is being eagerly anticipated by the Provinces,
aspecially by Miniaters who are anxious to develop the services under their
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charge and are severely hampered by lack of cash. Undoubtedly the Provin-
cial contributions have a very strong clniin,  And finally there is the salt tax.
Tt was raised from R1-4 per maund to R2-8 per maund this year owing to
the parsmount necessity of balancing the Budget. To reduce it to R2
per maund would demand 1-82 crores out of our surplus, to reduce it to R1-4
woulld take away R8:32 crores, that is, would devour practically the whole
surplus. .

Ways AND MEANS.

58. But perhaps it would be better if, before continuing this exciting
inquiry, I wero to divert your attention for a moment to that necessary
but less exeiting portion of the annusl Budget Statement—our Wuys and
Means Budget.

The following siatement sutninarises the Ways and Means opcrations
in India and England together during 1928-24 and 1924-25:

[Crores of 1Rs.]
Revised,  Budget,

Liabilities.
Railway capital outlay . . . . . . 286 300
Delhi, Irrigation and Telegraph outlay . . . 28 32
Discharge of funded debts, ete, . . . . b2 10
Discharge of Treasury Bills with the public . .19 - 21
Lonns to Provincial Governments . . . . 113 127
Drawings of DProvincial Governments from their
balances . . . . . . e 23
624 013
Met as follows:
Central Government's revenue surplus . -, 3
Burplue revenues of Provineial Governments . . B0
Rupee loan . . . . . . .23 2000
Sterling loan . . . . 182
Net veceipts from Post Office Cash Certificates | R 15
Net reccipts from Savings Bonk deposits . . 03 60
Miscelluncous items . . . . X P
Reduction of cach balances . . . . 10 160
623 61'3

59. I have already referred to the satisfactory receipts from Post Officc
Cash Certificates in the current vear and to the practical &tinction of
Treasury Bills issucd to the public. I want to draw special attention to
three further points in these figures, the amount of our proposed Rupec
borrowings, the position in regard to our sterling remittances, and the
nbsence of any provision for new sterling borrowing. The last is a very
wgtisfactory feature in view of the onerous obligations for the future which
the provision of interest and sinking fund on external debt involves. I must,
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however, remind the House that our- Ways and Mouus Budget. figures are
necessarily illustrative rather than exuct, and in particular I must not be
taken as saying thet in no circumstances will the Government of 111(_11_3
borrow abroad during 1924.25. Something must depond on the relative
cost of borrowing inside and outside Indis. But all indications point to
our being able to meet all our capital requitements and. all our sterling
requirements in 1924-25 without issuing any external loan.

60. Moreover, we hope to uchieve this while at the same time reducing
our demands on the market in India, where, thanks to the reduction of our
total requirements for new capital, we expect to be able to limit ourselves
to & rupee loan of not more than 20 crores as against the total of 24 crores
in 1023. We are nssisted in reaching these results by having
built up during 1928-24 u large reserve against our sterlng needs
during 1924-25. Our total purchases of sterling, whether by pur-
chases in Indin or by sales of rupecs in the form of Council Drafts in
London, during 1923-24, arc estimated to amount to £263 million. During
the summer we drew £5,850,000 in sterling fromm the Paper Currency
Reserve against payment into the Reserve in Indin. On the other hand,
in order to take advantage of the more attractive rates at which sterling
has been obtainable during the winter months and at the same time to do
something to mitigate stringency in the Money Market, we have remitted
no less than 12 erores to Tondon against issues of Paper Currency in India.
We shalk start the year 1024-25 with £14 millions in sterling sceurities in the
Paper Currency Reserve, sll of which we can, if necessary, apply towards
meeting our sterling outgoings. But if conditions arc at all similar in the
winter of 1924-25 to those which prevuiled this year, we may have to replace
some of the amount so applied during the summer in order to meet the
requirements of the Indian Money Market in the winter. We have, there-
fore, assumed a net draft on these sterling reserves of £10 million. The
Ways and Means figures given above ignore, it will be noticed, any revenuo
surplus in 1924-25, and they ave subject to modifieation in the light of the
final decision as to the use of that surplus. )

Fixar, Prorosars.

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—n Budget surplus—is frequently the cause of more embarrassment
to him than anything elsc. He las first to examnine carefully whether he
can safely give away any part of his surplus without laying up o store of
trouble for future 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 next year or the year afler.
How do we stand in this respect? When the 1928-24 Budget was framed
we doubted our ability to effect within the year all the retrenchiments which
wo had under consideration. We were justifiably in doubt whether our
revenue estimates were not unduly sanguine. We managed just to balance
our Budget on paper, and though it is still doubtful whether the ordinary
revenue will quite cover the ordinary expenditure, we have at any rate
reached equilibrium. But we attainod our balance this year only by special
cuts in certain directions which eould not possibly be recurrent, I have
already explained the way in which this use of non-recurrent savings affects
the comparison between the Military budgets for 1928-24 and 1924-25. Tn
the case of the Railways, we made un even Jess satisfactory raving which
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was not merely non-recwring but iuvolved the postponement of urgeutly
necessary works of rehabilitation. The cut in Programme Revenue Ex-
penditure in 1928-24, justifiable as it was in all the ciroumstances, makes
it all the more necessary that money should be found in 1924-25. In
1928-24, therefore, 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 away to the Provinces the proceeds of a
tax not agreed to by the House.

62, The Budget for 1924-25 us it stands gives us, 1 am happy to assure
the House, a sounder basis on which to build. I must admit that the
estimates of Revenue are still experimental. This is inevitable in the
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 1924-26 may be optimistic. But on
the expenditure side, there are no such large non-recurrent cuts as disturb-
ed the prospects & year ago, and we are justified in looking forward to the
early disappearance 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
established from henceforward on sound commercial principles.  Our
provision for debt is, as I have shown, not unsatisfactory. Urgently
desirable expenditure on new works is still postponed for financial reasons,
but this at any rate is what I can call optional expenditure. We must not,
indeed, forget that & poor monsoon is due beforc long. On the other
hand, a real improvement in trade would appreciably increase the yield
from our existing taxation. We have, moreover, to remember that
contribution of 63 lakhs will be due from Bengal in 1925-26. All things
considered, we are justified in regarding the surplus of 8:36 crores as a real
surplus, and I come back to the two claimants which the House will, 1
feel sure, agree to be the only possible ones, the Provincial contributions
and the Salt Tax.

63. Therc is one important distinction between these alternatives. 1f
we retain taxation at its present figure and give away our surplus in whole
or in part to the Provincial Governments, we can face the year 1925-26
with some hope not merely of again achieving a balance but with the
brighter expectation that some further reductions in expenditure or some
normal growth in the yield of our existing sources of income will again give
us s small surplus. If, however, we werc to reduco the salt tax to
R1-4-0 per maund, we have an initinl deficiency of 2:16 crores to face in
1925.26. The receipts in 1924-25 would be abnormal partly because
deulers would at once replenish their depleted stocks if the duty were
reduced to R1-4-0 and purtly because we give the dealers six months’
credit. For the first five months of 1924.25, we shall in any case be
collecting some revenue at the rate of R2.8-0 a moaund. A reduction to
R1-4-0 in the 1924-25 Budget would not, therefore, have its foll effect ou
cur figures till 1925-26. The same would be true of a reduction to some
intermedinte figure, though of course to a smaller extent.

64. One further objection to a reduction of the Salt Duty is that, ax
I have already shown, the hope that the enhanced rate would endure for
one year only has induced dealers to run down their stocks and they have
thus to a great extent managed to evade payment of the full duty. 1t is
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believed that they cannot reduce stocks much further, and a decision by
this House to retain the duty at R2-8 would make them give up hope of
pocketing the special profits which they have been trying to secure.
They would gradually replenish their stocks and the Exchequer would no
'onger fail to obtain its due revenue. If the tax is reduced to R1-4, they
will certainly succeed in retaining for themselves part of what they ought
to have paid to the Government und will not pass on the whole benefit to
the consumer.

65. I know that many in this Housc 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 are not, as last year, confronted by the
vital distinction between a Budget which balances and a Budget which
does not.

66. But are the economic objections to the salt duty so great as to
justify the House in giving up this recurrent source of revenue at a time
when the Provincial contributions remain unreduced, and the needs ~f
the Provinces are as great as they are to-day? We have a sum of over
9 erores between us and a Budget which balances without the assistance
of the Provincial contributions. If we reduce the salt tax to R1-4, we are
in truth proclaiming to the Provinces that neither in 1924-25 nor ip
1925-26 can we offer them any certain prospect of relief. We arc at the
same time postponing indecfinitely the date at which we can foresee any
reasonable possibility of reducing other onerous taxes or increasing our
expenditure on beneficial services. It is a message of despair to all those
who are looking to expenditure, whether by the Central Government or by
the Provincial Governments, for the amelioration of she conditions of life,
and for improved educational and sanitary services, throughout India.

67. Let not the House deceive itsclf. We certainly hope for progressive
reduction in our Military expenditure, for progressive improvement in the
yield 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 and scope of our taxation system, so that it
may be possible for India to raike in taxation an amount equal to what
rhe raises to-day at less sacrifice to the tax-payer. But the results of this
inquiry can hardly be available in time for the 1925-26 Budget, and the
improvements in our position for which we may look owing to reduced ex.
penditure and increased yield from existing taxes can hardly do much more
in 1925-268 than fill the gap of over two crores created by the loss of salt
revenue. We have once again explored with exhaustive care the practi-
cability of alternative taxation, and we are unable to recommend any
alternative. We cannot, as I have already shown, afford to contemplate
reduction of the Provincial contributions by postponements of inevitable
expenditure or by any devices, even if thev were available, which will
merely improve the appearance of one vear’s Budget by laying up tronble
for the next. And we cannot return to the era of unbalanced Budgets.
The choice is clear and unambiguous. We can, if we like, reduce the salt
tax to R1-4, but by so doing we do a definite discervice to the true
interests of India's finances.

68. But, it may be said, is there not a middle way? A reduction to
R1.4 costs us 8:82 crores in 1024-25 and s furthér 2.18 crores in 1925.28,
making & total loss of 5-48 crores in 1025-26. Thereafter, allowing for
normal growth in yield, the annual recurrent loss is in the ncighbourhood
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of G erorcs. A redoetion to K2 per muund involves a loss in 1924-25 of
R1.-82 crores and little more in 1925-26.  With the salt tax fixed at R2
per maund by the verdiet of this Fousd, the disturbing factors - whieh
have upset the ealeulations in 1928-24 in regard to issues of salt would
he eliminated, and though the dealers would, it is to be feared, succeed in
making some of the special profits which l‘hey have had in view in reducing
their «tocks, their gains would not be so appreciable as would result from
a reduction to R1-4. A veduction of the salt duty to X2 per maund would
still leave us with a surplus of 154 lakhs in 1024.25, and the extra loss in
1925-26 is 80 small thal we could afford to ignore it. Even though on
puroly financial and cconomic grounds they may be doubtful of the desir-
ability of reducing taxation in face of the claims of the Provinces for
reduction of their contribulions, are the Government not prepared to adopt
thiz middle course? "

69. After full consideration of ull the speecial circumstances, the Govern-
ment of India have decided not to nsk the House to continue the salt duty
at R2-8 o maund. But in view of their repeated pledges on the subject
of the Provincial contribulions, and still moro because they are convinced
that oven the poorest Indian—and perhaps the poorest most of all—will
benefit far more by the maintenance of sound finances in the Central
Government and by a beginning of a reduction in the Provincial contribu-
tions, they have decided that the middle course is the right course. They
propose to divide the surplus hetween the two claimants.

70. 'The recominendation of the Government of India therefore is, and
I desire to make it elear to the House that this recommendation is made
after full consultation with the Seeretarv of State and with his  full
approval and suppors, that out of the rurplus of 886 crores a sum of
1'82 crores be applied to reducing the sall tax from R2-8-0 per maund to
R2 per maund and that « sum of R1.50 erores be applied to a reduction
of the Provincial contributions. This will give immediate relief to four
provinces. It will reduce the contribution of Madras from 348 lakhs to
268 lakhs. It will reduce the contribution of the Punjab by 88 lakhs.
from 175 lakhs to 137 lukhis. The contribution of the United Provinces will
be reduced from 240 lakhs to 210 lakhs, a reduction of 80 lakhs. Burma
will get a small reduction of 2 lakhs on itz contribution of 64 lakhs.

71.'1 do not” wish to appeal to provincial particularism. We here
represent the whole of India. As I said a foew weeks ago, bormmng the
words of tho Honourable Pandit Madan Mohan Malaviya, this is a national
question and should bo looked at from a national standpomt The Dévo-
lution Rules prescribe the proportions in which each province’s contribu-
tion is to be reduced as money becomes available. The provinces named
arc the first to get relief. But ‘‘ well begun is half done.”” The turn of
the others comes next and their prospect of reduction is brought so much
the nearer by the clearing away of prior claims. But more important still
is the interest of Indin as a whole in making a beginning in dealinq with
this running soro of the Provincial eontributions. This House, in the first
vear of its life, has an opportunity of helping to make good the financial
hasis of the Reforms from lack of which many of the difficulties of the last
threo years have sprung. The Government of India ask the co-operation of
the -Assombly in cnabling them so to manage the finances of the country
that the way may be cletir for constitutional progress unhampered bv any
1mpodlmnnts arising . from finanein? dizorders,
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StaTEMENT 1.
8tatement comparin] the actual Revenue and Ezpenditure of the Central
Government (Imperial Revenuc and Expenditure before the Reforms)
with the Revised Estimates for each year from 1913-14 to 1922-23.
(See paragraph 2 of speech.)

[In thousands of Rupees.]

E Bxvisap EsTIMATES. ! AcCTUALS.
o Revenue. | Expenditure. Bﬁ:gm {{:]) . Revenue. : Expenditure. BB:%L‘E: E_‘_%
— | e
191814 . .| 80,6656 78,48, 56 +53800f @127 71,85,85 +8,46,86
191415 . .| 74,8988 79,07,25 —4,17,87 78,15,35 78,88,14 —2,67,70
191516 . .| 78,89,08 81,58,21 —3,00,18}  §0,00,98 81,7988 | —1,78,80
1916-17 . .| 97,2567 88,27,87 +8,98,30 1 98,8,10 87,81,87 | 411,278
1917-18 . .| 1148448 | 1,06%7.74 +8,5674 } 1,18,70,58 | 1,0657.f2 | +1218,06
191819 . .| 1,27,94,65 | 1,84,79,88 —6,85,38 | 1,80,40,06 | 1,88,18,72 —5,78,06
101920 . .| L4407,58 | 1,50,18,67 | —15IL,11| 1,87,1898 | 1,00,79,97 | —23,6520
1920-81 . 3 1,85,10,35 | 1,48,0361 | —12,98,% 1,85,63,8![ 1,61,64,17 | —96,00,85
192122 . _]. 1,13,1532 | 1,41,9458 | —88%9,90 | 1,1521,60 | 1,42,86[2 | —27,8502
192288 . .i 190,70,17 | 1,37,8588 | —17,2585] 1,21,41,20 | 1,86,48,08 | —150L%6

i | i
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SratEMeENnT 11

Oaloulation of the net contribution from Railways to General Revenues in
1924-25.

(See paragraph 41 of speech.)
(Figures in thonsands of rupees.)

Revised Eatimate,
1928-24.
A. (i) Capitsl ot charge, all lines . . 6,45,20,91
Deduct—
ia) for strategic lines . . 28,60,37

() for capital contributed by Indian
Btatos and Railway Companies.  74,90,40  1,01,40,77

. (i) Capital at charge, commercial lines . . . 5444013

" (iii) Contribntion at 2tha of 1 per cent. . . . 4,638,867
B. . (i) Gross traflic receipts, all lines . . . . 94-,22,02 :
Deduct - Receipts, strategic lines . . . 1,97,23
(ii) Gross traflic receipts, commercial linen . . 92,2479
. (1ii) Working expenses, all lines . . . . 60,96,00
Deduct— Expenses, strategic lines . . . 228,17
(iv) Workin ses, commercial lines . 58,067,583
( v) Bhare nf m- profits paid to 'ludnm Stat»es and
‘. . Railway (?ompnmea . e . - 111,42 .
' 19,79,20
(n) Net receipts, commercial lines [ (ii) minus (iv) ' .
and (v) ] 32,406,564
Add — Subsidized (om}‘mmes, Guvernmemt ahare
of surplus profite - . 23,27
{\m} Total net receipls .- . . 32,88,81
(viii) Intervest on capital at rhnrg , all hnea . . 17,3298 .
Deduct—Interest, strategio lines . . 101,76

(ix) Intercst on capital at charge, oommercial hntss . 16,36,22
(x) (a) Interest portion of mnnuities in pirchase of '

Railways 3,11,34
(&) Interest on eapltal contributod by indian Stateq
and Rojlway Companies . . 311,79
(xi { Totul interest charges, commercial lines . . 22 69,36
(xii) Land snd subsidy . . . 7.41
(xiii) Miscellanedus lewa\r prandaturc . . . . 18,72
(xiv) Total (xi), (xii) and (xiii). . . . T99.43,48
(xv) Net gain from commercial lines (vii) minus (xiv). 9,65,93
(xvi) Contribution at §ths of 1 perc(.nt on cupltn.l at
charge [A (iii) ] . . 4,63,67
(xvii) Burplus profita . . . . . . 5,31,66
(xvm) th of surplus profits . . . 1,06,33
[xl: otnl oont.nhut:on [ (xvi) plus xvul) ] . . 5,60,00
Deduct—
(a) loss in working strategic lines . 50,94

(b) interest on cupital at charge,

strategic lines . . . 1,01,76
- 1,32,70
(xxi) Net contribution . . . . . . 4 27,30

Nors.—The contribution will in future years be caloulated on the actual results of the

ultimate year's working ; but in 1024-25, the year of incoption of ihe new system, on

the results of the working in 1923-24. The et contribution of 4,27,30 shewn in this state-
phent is therefore subject to adjustment when the actualw of 1923-24 are known,
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Comparison of the contribution from Railways to Gencral Revenues in the
year 1924-25 under the present and proposed (separation) systems.

(See paragraph 41 of speech.)

Prosent system, |
Budget
Estimate,
1924-25.
(i) Groes traffic receipts . « 97,0892
Deduet—
. {a) Working  Exa
- peunses 66,68,04
(b) Bhare of Bur-
plus Profita paid
to Indian Btates
and Railway
Companioe « 11487 67,8291
(ii) Net receipts . 29,94,01
(i) Subsidized Companics, Govern-
ment share of surplus profits . 25,83
(iv) Total net recoipts . . 20,4993
(v) (a) Interest on capi-
tal at charge . 19,18,03
() Interest portion
of annuities in
purchase of rail-
ways . . 2,097,856
(¢) Irterest on capis
tal contributed
by Indian 5
and  Railwa,
Companies 2,80,09
24,06,70
(vi) Land and subsidy . . 16,00
(vii) Miscellanecus Railway expen-
diture . . . N 22,45
(vlii) Total (v), (vi) and (vii) . 25,3415
(ix) Net contribution from Rail-
ways 1o General revenues
[(iv) mvinus (vili)] . . 415,78

(Figures in {honsands of rupees.)

Proposed system,
Budget
Fstimate,
1924:25.
(i) Gross tratle roceipts . 97,0892
Deduct —
(a) Working Ex-

. . 85,
(&) ps?m: of Sur- 3,04
plus Profits paid

to Indian States

and Railway
Companies . 114,87 86,8701
(ii} Nel receipts . 80,88,01

(i) Subsidized Companics, Govern-

ment share of surplus profits . 26,93
(iv) Total net recoipts . . 80,9498
. lb——

(v) \a) Interest on capi-
tal at charge . 19,18,086
(&) Interest portion
of anpuities in
purchase of rail-
Ways . .
(¢) Interest on capi-
tal contributed
by Indian States
and Railway
Companies .

2,97,56

2,80,09
— 24,05,70

(vi) Land and subsidy . . 18,00
(vii) Miscellateous Railway expen-

diture . . . . 22,456
(viii) Railway reserves . . 13848

(ix) Total (v), (vi), (vii) and (viii) . 26,87,6s

(x) Net contribntion from Rail-
ways to Geueral revenucs

[(iv) minus (ix)] . . 427,80

Nore.—The figure for Working Expenses is 1,45,00 less under the proposed (separa-
tion) system than under tho present system, because :— :

(i) As an integral part of the proposed system the sllocation of ex
Revenue will be revised ; and with the revised

renewals between Capital an

diture on

allocation 1,16,00 is expected to be charged to Capital next year, which,
under the present system, must be charged to Revenue.

(ii) Under the present system 30 lakhs must be charged to Working Expenses next
year, in order to write down to market prices the value of stores in stock,
and to write off out of Revenue the loss involved in the sale of surplus and

obsolete stores.

Under the proposed (separation) system, this charge will

be met from the Railway reserves.

It will he observed that this figure of 1,45,00 is the equivalent of {:l)
d to be made r

11,62 in the contribution e

the increase of

from Railways to General revenues under

the proposed (separation) system and (2) the amount of 1,35,48 expected to be carried to

Railway reserves.



THE INDIAN FINANCE BILL.

The Honourable 8ir Basil Blackett (Finance Member): S8ir, 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 imqorted by land into, certain parts of British India, to remit or vary certain duties
leviable under the Indian Tariff , 1884, to fix maximum rates of postage under the
Indian Post Office Act, 1898, to reduce the import and excise duties on motor
spirit, further to amend the Indian Paper Currency Act, 1823, and to fix rates 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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