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LEGISLATIVE ASSEMBLY. 
Monday, 28th F'eb1'Uary, 1927. 

:rhe Assembly met in the Assembly Chamber of the Council House 
at <Five of the Clock, Mr. President in the Chair . 

• r. Pr8l1dent: I understand that there is a general desire on the 
pnlt of Honourable Members to dispense with questions to-clay in order 
to enable the Budget to be presented simultaneously with its presenta-
tion in the other House. I, therefore, with the !lODSent of the House, 
direct the Secretary to include to-day's questions in to-morrow's list. I 
take it that no Honourable Member has any objection to this course being 
followed. (No objection was raised.) I call upon the Honourable Sir 
Basil Blackett to present his Budget. 

THE BUDGET FOR 1927-28. 
INTRODUCTORY. 

'1"he Honourable Sir Basil BlaCkeU (Finance Member): Sir, looking 
backwards brings little solace to a new Assembly Wruc:lh is called upon to 
examine the outturn of past Budgets for ~  it was not itself in any 
way responsible. T i~ is the first Budget of His Excellency Lord Irwin's 
Government: it is the first Budget which this Assem!:ly will deal with, 
and it is the first to be introduced in this new and spacious Council House 
in New Delhi. Honourable Members will, therefore, !:e far more interested 
in the prospects for the year 1927-28 than in a retrospect of the yea.rs 
1925-26 and 1 ~. Indeed, with the a.pproaching completion of the 
first ten years of the Reforms, our eyes and the eyes of India are rightly 
straining forward to the vision of the future and there is neither need nor 
inclination for us to brood overmuch the successes and still less over 
the failures of the past. I propose accordingly to be as brief 8S possible 
in whnt I have to say to-day about the Budgets for 1925-26 and 1926-27. 

2. Not that we have any reason for dissatisfaction--quite the con-
A("tual onttnm of trary-with the financial story of those yea.rs. Once 

1&20-26.. again, the final results of the year 1925-26 reveal 
~ 1 i  in our revised estimates. The audited accounts show an im-

provement of just over 2 crores on the revised estimate of 1'30 crares. 
It is difficult to single ~  any parti<.>ular head which accounts for this im-
provement. Customs produced 98lakhs more than we expected when the 
revised ·figures were dra.wn up, the yield in the last two months of the-
year being exceptionally high. But this exceBS was to some extent 
oounterbalanced by failure of other heads of revenue to fulfil anticipations. 
On the expenditure side, nearly every head contributed to the improved 
net surplus. The final result ~ a realised surplus of 3'81 Cr0re8. The 
usual comparative table showing the comparative outtum in each of the 
last ten years is attached to the printed Budget Speech. 

( 1458 ) A 
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[Sir Basil Blackett.] 
RlBvm.w OF THE YBAR 1926·27. 

3. The visible balance of trade including private imports of treasure 
General oonditions. for the ten months ended 31st. January, 1927, was 

in Indfa's favour by 27'16 crores as compared with 
85'76 crores a year ago, this result being largely explained l:y the faU in 
the price of jute and cotton and the la.teness of the season. Recent figures 
suggest that the delay will lead to a considerable expansion in the volume 
oOf exports in the last months of the financial year. Speaking at the Annual 
Meeting of the Bombay Stock Exchange on February 11th, the Bresident, 
Mr. X. R. P. Shroff, correctly described the yeac as generally good for 
trade and business, though it continued ilepressed for bhe cotton trade. 
It would have been even more satisfactory. had conditions abroad not 
restricted business, for example, the coal strike in England and the Civil 
War in China. The fall in the price or cotton, though overdue, has 
temporarily increased the difficulties of the cotton industry, tut the ulti· 
mate effect of a larger demand following on cheaper production is already 
,bringing its compensations. Uncertainty regarding the stability of ex· 
change militated during the autumn against that feeling of security which 
is the surest foundation for sound business conditions and accentuated 
the effects of the lateness of the season. In the money market, the most 
notable feature of the calendar year 1926 was an excep'l;ional absence Qf 
stringency, and it is only recently that the seasonal demands for money 
combined with special reasons for hesitancy in the exchange market and 
concentrated into the first months of the new year instead of being spread 
over the period from October onwards have led to a rise in the Bank rate 
to '7 per cent., a figure which has been usual at this period oT the year 
tut was not touched between May 1925 and February 1927. Even now, 
the stringency is less marked than in the winters of 1923-24 and 1924-25. 

REVENUE, 1926-27 . 

•. Customs receipts are expected to exceed the estimate by 1'30 Cl'Ol"eS, 
etaS a result of the buoyancy of the yield from sugar 

us omB. and protective duties. The proceeds in 1925-26 of 
the sugar duty were '71 lakhs more than for 1924-25 and nearly double 
those of 1923-24, and were thought to have been inflated owing to the heavv 
faU in the world price of sugac in that year. But our cautious estimate 
of 5'70 crores for 1926-27 has now to be raised by 1'25 crores. Protective 
duties on steel in spite of their success in giving protection have proved 
unexpectedly efficacious in bringing in revenue and are now expected to 
produce 2'85 crores 88 against an estimate of 2'35 crores. This represents 
of course the total proceeds of these duties, not simply t.he excess over 
~  the ordinary ~ e e duties would have brought in. 

5. Taxes on Income are now estimated to bring in 29 lakhs less than 
Taxes on Inoome. the Budget estimate of 16'15 Cl'ores, tut this is due 

almost entirely to an increase in refunds in connec-
tion with double income-tax relief consequent on the reduction in. the 
standard rate ,of inoome-ta.x in Grea.t Britain . 

. 6. Our receipts from Salt were fully up to anticipations up to ~ e 
end of December, but the hope, however slenderly 

Salt. buttressed, that the new Budget might bring it re-
<luctiOh of duty seems to spring eternal in the Greasi; of the saIt merchant 
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and the most recent figures suggest that clearances have been retarded 
pending ~ opening of the Budget. If so, the ~  figures may show 
a ~ b  recovery, but I have felt it prudent to place the revised 
estImate at 6·70 crores, a reduction of 20 lakhs on the original estimate. 

7. The net receipts fTom Opium are now estimated at 3·12 crores, an 

Opium. 
improvement of 86 lakhs on tbe Budget figure. We 
were unduly cautious in our forecast of the imme· 

diate effect of our new poliey of restricting exports, while a poor crop 
succeeding three successive J:umper years led to a saving of 48 lakhs in 
our payments to cultivators, etc. 

8. There is no change in the figure of 6·01 crores for the Railway con. 
Oth head tribution, and among other revenue heads I need 
er s. only mention a special receipt of 31 lakhs on account 

-of German reparation which represents a payment in respect of the period 
before 1st April 1926, and does not therefore go direct to reduction or 
avoidance of debt under the provisions of the Finance Act of 1926. 

EXPENDITURE, 1926-27. 

9. On the Expenditure side the mos, important variations are an excess 
of 67 lakhs  in the net Military expenditure and a saving of 82 lakhs on 
interest on dead.weight debt. The latter is due to the reduction in the 
rate of interest paid on new borrowings. The excess on the Military 
Budget arises mainly from the necessity of increased expenditure on 
purchase and manufacture of ordnance and other stores amounting to 7(1 
lakhs. Unfortunately this is not a e~ e  but a recurrent increase 
explainable by the fact that we have come tq the end of our power to 
draw on the surplus stores left over after the War. 

10. The revised estimate of revenue comes to 130·25 crores and the 
revised estimate of expenditure to 127·15 crores as 

Revieed surplus. compa.red with the original estimate of 130·43 crores 
and 130·'38 crores. Thus for the fourth year in succession we are left 
with a realisM surplus. The revised Budget of 1926-27 shows a balance 
on the right side of 3'10 crores. 

11 The ·following statement shows the main variations in the revised 
estimate in lakhs of rupees:-

Customs. • 
Taxes on Income. 
Elalt . 
Opium (net) . 
Intere«t rereipts .  .  . 
RxtTaordinarv receipts .  . 
InteTe!<t on dj",.(].weight debt . 
Civil Administration . 
MilitaTy Expenditnre (net) 
Other heads 

nudget surplus 

Reviled surplu8 

. Total, better 

Better. WcrJll'. 

1,80 

... 
86 
34 
36 
82 
18 

35 

4,21 
\ .. 

3,05 

5 

3,10 

l!9 
20 

67 

1,16 
J 

A 2 
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12. These figures are draWD up on the basis which has been customary 

Grosa &Ild net estimates. for the purpose of the presentation of the Indian 
Budget for many years, but, as pointed out by the 

Public ACCOUnts Committee in their Report on the Accounts of the year 
1924-25, they do not, strictly speaking, represent either the gross or the net 
~ e e and expenditure of the Government of India. A break of continuity 
IS always to be deprecated and I have not thought it desirabJeto depart 
from the method of presentation sanet,ioned by past pracrliice. There 'are 
indeed drawbacks in any fonll that mignt be adopted. But that the 
present form is, in some wa.VB, inconvenient and may even be misleading 
is illustrated by our experience in 19-26-27. In spite of considerable im-
provements in the main Revenue heads, it is very surprising to discover 
~  the revised estimate. of revenue for 1926-27 actually shows a decline 

. of 18 lakhs as compared with the ori.£inal estimate. The explanation has 
to be found in the waJ in which the Railway figures are brought into the 
figures of the General Budget. Both the receipts and expenditure on Rail-
way Account, which appear as items in the General Budget: are substantial-
ly lower in the revised Budget. than in the original. Yet the Railway con-
tribution is exactly as originally estimated and has undergone no change 
wha.tever. Theremed surplus of 3'10 crores for 1926-27 is acconnted for 
to the extent of rather over 2 crores by a real improvement in our revenue; 
yet the reVised figure for revenue is' lesf: than the original. The figures of 
net revenue and expenditure referred to below give a truer picture in this 
respect. On the other hand. the net figures tend to obscure the mll!ZDitude 
of the Government of India's activities and of the expenditure which they 
and the Assembly control. We must turn to the gross figures to get an 
adequate conception of what these are. 

13. The gross exPenditure of the Government of India including the 
working expenses of the Railways and of the Posts Bnd Telegraphs and 
.h:rigation Departments aggregates well over 200 crores. The exact figure 

• itl204:'72 crores. Even this figure excludes certain small itepur of expendi-
, ture which are shown net-not gross-in our ~. I liave not imposed 

on the Finance Department. to whose loyal and exacting la.bours during the 
B ~e  season the Government and the A ~e b  and in a special degree 
the Finance Member are deeply indebted," the task of i ~ at exact 
{igures in this connection. For the purpose of presenta.tion of the facts 
to the House and the country. the gross expenditure figure of 204' 72 crores 
conveys B sufficiently true picture. 

14. The task of working out accurate figures of our net revenue Bnd 
expenditure requires preliminary decisions on many problematical points. 
for example, the question arises w'hether expenditure on the collection of 
taxes should appear as expenditure or as a deduction from the revenue 
raised by means of thos'e taxes; or again. whether the interest received on 
our advances to the Provincial Loans Account should be treated as a deduc-
tion from our interest charges or 88 revenue. Statement D' of the Budget 
sets out the figures of net revenue and expenditure on the same basis 88 
last veal'. According to that Statement. our net expenditure amounts to 
84'07 crores. One fact which the. filnlres of net revenue and expenditure 
b i ~ out with somewhat· startling e~ e  is t,he extent to which under 
the reformed constitution' the' activities of the Govemment of Indi" have 
been transferred to the Provincial Governments, the functions of the Central 
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Govemmeftt being limited in the main to the defence of India, her relations 
with the exterior and with the Indian Princes,_ major communications, the 
Plfblic Debt -and the Currency, some miscellaneous duties in connection 
with subjects such as surveys, archlllology and research, and the responsi-
bility for general superintendence, direction and control of the Provincial 
Governments. 

WAYS AND MEANS AND PUBLIC DEBT. 

Hi. Before proceeding to set out tbe figures for 1927-28, I propose to 
tum next to the Ways Rnd Means Budget ond the Public Debt, the portion 
of the Imnual financial statement which enshrine!'; the permanent tendencie& 
ana results of financial policy _ The Ways and Means position may be 
briefly summarised as follows:-

Lia1Jilitie,_ 
Raflway Capital Outlay ..," 
Other capitaloutla'y (including Delhi, roste aud T('I .. 1~  

Vizagapa'tam Harbour, etc,) . 
l"rovincia1 Govern mente' t1'&llf&etionB 
'Discharge cd debt (net) " 

ee ' ~'. 

bpee loan (net) . 
Postal Cash Certi6eates _ , . , • 

,Other u nfllnded debt t iDcluding Postal Savings 1Ian1r) 
Debt redemption. , _ 
DepreciatiOh and lletoPrte Funds 
Excb&1lge , 
)(iBCellaueouB (net) . 
Reduction c4 cash baluce 

(Crores). 
Revi!ed, Budget, 

1926-27, 1927-28.. 

27-0 

2-0 
8'9 

87"0 

26"0 
6-1 . 
6'6 
6'1 
6'1 

10-4 
4'4 

10'2 

27"0 
6'4 
6'2 
6'2 
2"7 ' 

-'6 
-2"2 

11i111 

16. Once again the position revealed by these figure& is extremely grati-' 
fying. The net amount of the new market loan, 26 crores, in 1926-27 was 
less ·than the amount of our railway capital expenditure alone. and consi-
-derably leBs than the total figure of productive capital outlay. In 1926-27, 
against 26 crores borrowed in the open market, we .shaH have discharged 
debt amounting to 87 crores, including 8'18 'crore&' of Treasury Bills held 
in the Paper e ~ Reserve. The amount of debt which we expect to 
have to discharge in India in 19.27-28 is about 18 crores, while the tentative 
1igure for the money to be raised by a loan in the open market is 27 crores. 
We hope to finance practically the whole of our own· programme amounting 
toe some 27 crores of capital expenditure on reproductive enterprises in 
1927-28 and the capital programmes of the Provincial Governments also, 
while asking the market for less than 10 crores of new monev. In these 
eircumstances, we have reason to hope that this sum together with the 
money which we need to replace maturing debt, including, if we so decide. 
conversion of some of the bonds maturing after 1927, will be forthcoming 
()Il favourable tenns. 

17, We have ~ e  avoided the issue of any new st.erling loan 
~i e ~ 1 ~  and the Budget includes no provision for Rny external loan 
in 1927-28. On the contran', it includes prwision for repaying £2'7 
million in I"ondon. !n t·his connection, the House will be interested to 
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know that ",ince the l'nd of the financial year 1928-2"4, the lailt yea.r .in 
which we issued a sterling loan, up to 31s\' March 19'J7, we hllve spent 
outside India 1'26',2 million for purposes of capital outlay and £9'9 million 
on reduction of sterling debt, a total of £86'1 million. The wh.Jle of·this 
outlay has been financed without resort to external borrowing. We expect 
during 1927-28 to spend £8'7 million on capital account outside India, and 
£2'7 million on reduction of sterling debt. a total for 1927-28 of £11'4 
million. If, therefore, as we hope, we avoid sterling borrowing in 1927·28. 
we shall have covered about £48 million of capital disbursements outside 
India without burrowing abroad. Our remittance programme for 1927-28. 
for purposes of our outgoings both on capital and on revenue account. 
amounts to £351 Illillion, as compared with n revised estimate of £27! 
million for 1926-27. 

18 .. I am once again tempted to invite attention to the market prices 
of Indian Government securities in India which show how greatly India's. 
credit has improved within recentye&1'6. 

6 per ~ . Tax-free loan, 1~  • 
Bi per eent. IDdian Qo"omment rupee 

10ll.D 

lit Feb-
ru&r)' 
1ta-lB. 

Ita. A. 
88 4-

67 0 

Market prioi GIl 
14 Feb· lit Feb- 1at Feb. 

naary ru.ry ftI&r1 
19U. 1926. 1926. 

lit Feb-
J'IIar1 

11127. 

Ita. A. 
96 10 

Ita. A. RIo. A. BL A. 
97 Iii 100 12 107 Ii 

66 e 669 '108 71'T 
The following further figures which compare the prices of India stock 

and ~ be  stock in London on certain dates are also very significant and 
support the conclusion which I drew last year, namely, that the credit of 
the Government of India stands considerably higher in the London market 
in relaticm to the British Government and other gilt.edged borrowers than 
it did either in 1914 or 1923, or, for the matter of that, in 1926. While the 
prices of British, Government and other &'8Curities have actually gone down. 
duriog 1926, those of India stock show an appl'eCiabJe impTOvement:-

BOth 90th lilt Slat 
April April February December 
19140. ]928. 1926. 1928. 

~. rot :: m 
81 69t 64t 63t 

India 3 per cent. 10ll.D 
India 3l per cent. loan • 
Loeal loan a 3 per eent. .took 
LODdon County CouneU : 

~ per cent . .took 97 '1Di 73 79t 
I per cent. .tock 81 681 63 82 

19. The fact which these figures bring out, that India 8i per cent. rupee-
stock has been quoted for the last year at a figure appreciably higher-
than that at which India 8! per cent. e i~ stock has beE'n obtainable 
in Londtn, has led to very considerable transfers of money from India » 
London in order to take ~e of the higher yield nf the sterling stock. 
In other words, in addition to the reduction of India's sterling debt dU& 
to direct Government action, indiTidual Indian investors have been re-
ducing India's external liabilities by themselvel! buying back the titles 0 
8()me part of her sterling loans and transferring them into Indian 
hllnds. Thill process may e~ i e y bE' e~'i e  9,fI: thl' first 
step towards Indian's becoming a creditor nation in the ordinary 
aenlem that phrase. She is, of coune already a creditor natiQtt 
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In the sense that she regularly exports more commodities than she im-
.ports, but hitherto she has been content to take payment mainly in the 
. precious metals. The process to which I have referred is one which oilers 
great hopes for the future. It has not, however, been without some tem-
porary inconveniences, and a major eause of comparative weakness of 
exchange during the year 1926-27 hss undoubtedly been the movement of 
capital from India to London due to the higher rates for both long-term 
and short-term money which have prevailed in London for the greater patt 
of the financial year. A fall in the rates for money in London is, I hope, 
within sight and will be of material assistance to India in helping to COD-
solidate the improved market prices for Indian Government stocks in India, 

20, The i ~ statement carries on for a further year the figures·_ 
~ i  India's debt whieh I gave in my last Budget Speech;-

I r ! I 
31st 31st 31st 3bt 31st 

Karcb MfoI'rb lrIrrcb Marcb If,,rch I I I ~ 
1924. 19,6 1926, 1927. 

I -I , ! 
I. IN"': (In t'romr of rnpeee) 

368"" , LoIms Bi 1~ ill iDe be;' of ! SS9-8S . 358-S1 I ~  1ti4-4tJ 
Tnr-PIIry i 

lJUblic _ , . _ 2U9 2"12 ... .-- I ... 
Treuury Bills in the Pa}ll'1' I ~ 1 

I 

Curreuey Be&erYe , _ 49-6& 49-65 49-65 1 4J. '41 
Oth8r Oblil!llticm8-

'·ost 0"11 Pavings BanD " 2l1"26 2479 2&64 %7'!S 29-12 
Cub C'l'rlifiratee, • . 3-13 S'42 1 13-12 J01I6 !7'64 
I'l'ovident Fuuda, etc., • 36'17 39-00 42'39 46'36 51 03 

Total u.nl, et.e.. -I 411'0'1 .,-/ ·-1 '''''1~ Total Other Obligatiou 'I 62'50 711-21 S1-15 N'oo 10'1'l9 

Total iu Iudja .j 473'67 48279 501'18 ~  
i . ------,---

I. Effg1.tfIl: (In milliODS of £) I 
LoaDI . 222112 24,4.'53 2F8'89 266'36 I 265"04 
War C.ontn"bution , 19'';1 19-27 lS'81 IS'82 1 1781 
Cr.pHal value of liabilitie8 unciPI" I 

It'Oinp: 1'eCiE'mr>tiou by way of ~ \ 
term_ble mlwr.y aDDuities , 61'31 60'10, '~ 56-18 

Prav ideDt Fv..ds, etc, '04 '13 '16 '27 

Total in England . 808118 ~~  I 341-20 842'41 I SlI9'SO 
(Iu crares of rupees) 

eJaquioJet .t I., lid, to the r 
456'55 I :Ilapee • 405'81 432"04 I 45493 

I 452'40 

, Total Debt , ~~~""'  9511'11 969-()j, 1 973'54 f for Ct-ntral Gov- ~~~ 007-09 1 Productive emmeat , t\OO-05 623'38 1 654'4.2 
(for Provinres • 8N9 97-56 106'43 114'60 119'41 

Totr I Productive 624'14 654'65 70F'48 737'98 77&88 
UDprodwctin 

Totltl 

• At 1. U, to tbe napee the JI,pree 
would be:-

. 
~'  269'18 

8i8-88 91483 

249-63 231"00 201"'11 

966-11 969-C4 97&-M 

511'80 518-61 



~O LBOISLATIVB AS8JU(BLY. [28n/ Fu. 1927. 

[Sir Basil Blackett.] 
21. In the year 1926-27, while our total debt will have increased from 

969'04 to 975'54 crores, our sterling debt will have decreased from 
456'55 to 452'40 crores. Our productive debt will have increased from 
737'98 crores to 773'83 crores, and our unproductive debt will haTe de-
creased from 231'06 to 201'71 crores. Satisfactory as these figures are 
in themselves, they are still more pleasing in their reaction on aur Budget 
expenditure and on the rate of interest at which we borrow in India whether 
for new capital outlay for productive purposes or for repayment of matur-
ing debt. Thanks mainly to our policy of making regular provision for 
reduction or avoidance of debt, we :borrowed in the market in India at 
the rate of 4'69 per cent. subject to income-tax in 1926 as compared with 
6 per cent. tax-free in 1922, and the charge on the Budget of 1927-28 for 
interest on dead-weight debt is about 51 crOres less than it was in 1928-24, 
a saving considerably larger than the total amount of our present provision 
for reduction or avoidance of debt. 

BUDGET ESTIMATES FOR 1927-28. 

Rel,enUB. 

22. The ground is now cleared for the presentaticn of the figures of 
Customs. revenue and expenditure of 1927-28. I put the ~ 

revenue from Customs at 49'15 crore.-, au ircrease 
of 2'75 crores over the original estimate and of 1'46 crores over the revised 
estimate for 1926-27. Allowance has been made for a e i~  of about 
40 lakhs in the revenue from protective duty on steel owing to the effect 
of the new Steel Industry Protection Bill. It is wise to anticipate some 
reduction in the imports of sugar as compared with the very high figures 
of the past two years. The reductions under these two heads should, how-
tjver, be compensated for by the normal growth of revenue under other 
heads. 

28. Under the head of • Taxes on Income " I put our net receipts at 
16' 50 c!'Ores which is 35 lakhs more than the 

'l'u:ea on Income. Budget figure for the current year and 65 lakhs more 
than the revised estimate. The improvement under this head is due in 
part to slightly more profitable t.rade generally and in part to the substi-
tution of tax-subject for tax-free Government of India securities. 

24. The original estimate of revenue from' salt duty for 1926-27 was 
6'00 crores and I put the figures for. 1927-28 at 7 
eroreR. the increase being justified on the basis of the 

normal growth in consumption. 
~ 1 . 

25. Under the head • Opium " we have to allow for a reduction of 10 
. per cent. in our exports in accordance with the policy 

Opium. nnnounced last year. On the other hand. the con-
siderable reduction which has been effected in the area of cultivation cur-
tails our ~ i . I put the figure for gross revenue from Opium at 
S'B3 crores, which is 35 lakhR less than the revise!!.fiP'Ure mr the current 
year, anti the expenditure at 91 lRkhR i~  is i6 lakhs lesR than the figure 
in tbe revised estimates for 1926-27. The net revenue 'wiH8Ct!Ord1ng13( 
be 2'92 crores as compared with 3'12 crores in the current yeaI'. " 
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'26. The net receipts from Railways for 1925-26 were considerably below 
R '1 . those for 1924-25 and in spite of the increased value 

al way.. of 1 per cent. on the capital charge, the contribution 
falls from 6'01 crores,-in 1926-27 to 5'48 crorea in 1927-28. 

27. Our receipts under other heads of revenue are estimated at 15'70 
Other civil revenue crores, being a reduction of 1'74 crores from the ori-

lIeads. ginal estim-ate for 1926-27. This estimate assumes 
~e continuance, pending the inauguration of the 'Reserve Bank, of the 

present practice of crediting to revenue the excess over £40 million in the 
Gold Standard Reserve and the income from investments of the Paper 
Currency Reserve. The amount of these receipts has, of course, be~  
diminished as the result of the reduction both of the sterling and Lf the 
Government of India rupee securities in the latter Reserve. 

28, Our total estimate of revenue for 1927-28 comes to 128'96 crores as 
compared with an ori!tinal estimate of 180'43 crores for 1926-27 and 8 
revised estimate of 180'25 crores. 

Expenditure. 
29, I estimate our net military' expenditure for 1927-28 at 54'92 

MTta d't crores, or almost the same figure as the original 
II ry apen 1 UTe. militarY estimate for 1926-27, but 63 lakhs less than 

the revised figure for that 'year. The dis&ppearance of post-war charges 
for demobilised officers accounts for a. saving of 64 lakhs, but this is 
counterbalanced by the extra provision necessary for the expansion of 
the Air Force, by increased expenditure on improving the barrack accom-
modation for both British and Indian troops, and by the necessity for an· 
addP.;ional outlay of SO lakhs on ordnance and other stores to which I have 
already alluded: The following table exhibits the figures of net military 
expenditure for each yeez since 1921-22:-

1921-22 
1922-23 
1923-240 
1924.-25 
1925-1'6 • ' , 
1926-27 (Revised estimt\te) 
1927-28 (Budget estimate) 

69'81 crorea. 
66'27 " 
66'23 
66'6ft 
66'00 
66'66 
64,.92 

Though the Army has still considerable stocks of surplus stores for dis-
posal, it i~ clear that we have practically come to the end of our power to 
reduce military expenditure by living upon existing stocks. The true re-
duction of e:·:penditure in 1926-27 and 1927-28 as compaled with the three 
previous years is considerably larger than the bare figures suggest, 
if allowance be made for the value of the stocks consumed but not paid 
for in the earlier vears. OnlY the stemest economy and the strictest 
vigilanCle can ~ prevent our military Budget from i ~ 
a tendenClv to rise rather thr.n to fall, and the present level 
of exnenditurc seems to be very nearly the minimum absolutely 
essential to maintain in a. state of full efficiency an anny of 
the strenlrlh at present authorised. It will interest the House to know 
that the figure of 54'92 crore!l for 1927-28 includes an additional provision 
of fi hkhs in Clonsequence of t,he decision to create the Royal Indian Navy_ 
Of the savings the most important are 15 lakhs in pension charges and 18 
lakhB in pay of British officers and troops. 
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SO. The most significant variation in our civil expenditflre from the· 
figures of the current year occurs under the bead Civill!xpenditure. . Interest on dead-weight debt', which I put at 

10'63 m'ores as compared with 12'53 crores in the Budget for the current 
year. I have already drawn attention to the way in which our steady 
adherence to the policy of making regular provision for reduction and 
avoidance of debt and confining new borrowings to productive purposes 
is bringing in an annual dividend to the tax-payer in the shape of a pro-
gressively increasing saving in the charge for int.ere"t on dead-weight debt. 
The saving in gross interest charges is not less Rtriking and the people of 
India are securing year by year, in addition to the ta.x-payers· saving on 
interest on dead-weight debt, all the advantages of lower interest charges 
on the capital which ill being newly invested in productive works of develop-
ment. This benefit iR felt alike bv t.he Railwavs, tht' i~ i  and the 
Forest departments, and the. Provincial Governments 8S a whole to whom 
an i ~e e  in the credit of the Government of India brings 8 mllrh-
valued boon in bringing down the rate of interest they have to pay on thf> 
Bums borrowed bv them from the Provincial Loans Fund or direct from 
the e ~ • 

31. For the last two years, the Government of India have ·been seeking 
Bendoial aerricel. ~ . .  to restore some of the c:uts made on the 

advice of the Retrenclunent CommIttee iil the ~ 
erxunent of India's expenditure on beneficial services. It is no reftection 

. on the Retrenchment Committee to say that 80me of the cuts were sbort-
sighted. Temporary expOOients had to be adopted in the then existing 
fi.J:umcial situation. It was ab80lutely essential. that expenditure should be 
reduced and it is to the labours oJ that ComJnittee that we owe our preaeat 
bi i ~ to take a somewha't longer view. Among the new items of expendi-

ture, which have been approyed by the Standing Finance Committee, I 
would. draw special attention to the five-year programme for the expan-
sion of education in the Frontier Provinces and otper territories directly 
administered by the Government of India. This programme was drawn 
up by the Department of Education, HeaJth and Lands on the suggestion 
of the Finance Department and is, we hope, only the first of a series of 
programmes relating to the other activities of that Department which 
largely monopolises the privilege. 80 far &8 the Government of India is 
concerned, of watching over those comparatively few services which have-
DOt been transfewed to the Provincial Governments, where expenditure 
is directlv and obviouslv related to the advancement of the social well-
bf'iJlg of the masses d the people. The programmes for addithnal expen-
diture on sanitation and other services are not yet ready, though indivi-
dual items of new expenditure on these services are included in the 
e!ltimates for 1927-28. The educational programme which extends up to 
1931-82 involves, during the five years, an additional non-recurring ex-
penditureof 291 lakhs and a e i ~ expenditure, rising graduany from 
4 lakhs in 1927-28 to lOt lakhs in 1931-32. The total amount of i~ 
tionaJ expenditure for the :vear 1927-28 is lust under 12 lakhs. So long 
as the Provincial contributions remain unliquidated, the Government of 
IBma have felt themselves precluded from emba.rking on ambitious pro-
jects of optional expenditure within their own domain, But the:v feel it 
on.y right that citizens of the territories directly administered by them 



THE BUDGET l!'OR 1927-28. 1463 

should not be required to forgo entirely their claim to a. share in the sur-
pluses which ha.ve enabled and are enabling the Government of India. ro, 
f'tlf:cj, a progressive reduetion in the Provineial contributions. The educa-
tional schemes, on which the money will be spent, vary widely in, 
character as do the areas for the administration of which the Government 
of India. is responsible. These areas include places as remote from each 
other as Ma.nipur and the Andamaa Islands on the east and Aden on the 
west and as divergent in area and population as the Province of Delhi 
and Baluchistan. The five-year programme is entirely based on est;mates 
rooeived from the local authorities of their present and future requirementI', 
By far the major part of the grants will be devoted to the expansion and 
improvement of vernacular education; and among the more import-
ant of the proposals included in the programme are the introduction of-
compulsory education in the Imperial Capital and the opening of three 
hunderd new primary schools in the North-West Frontier Province. 
With the fundI! now placed at their disposal the local admi-
nistrators will be able to raise and maintain the standard of education in 
the area!! under their charge, so far as the peculiar character of those 
areas admit, UP to the standard reached in the neighbouring Provmcea-
of British India. 

32. For the year 1926-27 the revised Budget points to a net loss of 
P ta d T 1 h 7 lakhs as compared with the original estimate of 

os an e egrap s. 10 lakhs on the working of the Indian Postal and-
Telegraph Department, to which must be added the loss of 2 la.khs as 
compared with an original estimate of 7 lakhs under the Indo-European 
Telegraph Department. In 1927-28 we expect to improve slightly on 
these results. The gross ;receipts of the Inclian Postal and Telegraph 
Department are put at 10-80 crores, while working expenses, including-
57 la.khs for interest on capital, amount to a slightly larger total resulting 
in a net loss of Rs. 76,000. Provision has been made under the head of-
. Working Expenses ' for additional expenditure amounting to 121 18khs 
for new measures, specially designed to improve the pay and allowances 
of members of the subordinate staff of the Department whose grievances 
have been receiving the close and sympathetic attention of °my Honourable -
Colleague Sir Bhupendra Nath Mitra. . 

33. The Indian Postal and Telegraph Department is, 8S the House is 
aware, treated not asYa profit-earning institution but as an organisation 
whose energies are directed to supplying postal and- telegraph facilities-
to the general public in as fuTI a measure as is compatible 'with the 
fundamental principle that the Department should' not be a burden oil' 
the general tax-pa ... 'er. Under normal conditions, the working expenses 
and interest charges should be, as nearly as possible, the sarne as the 
gross revenue of the Department. With the gradual improvement in 
trade, it is permissible to hope that the revenues will grow to an extent 
sufficient to show a substantial surplus over working expenses and interest 
cha!'!!'es. But that happy state of affairs is not yet actually in sight. It 
is clear, therefore, that any important reduction in the present postal-
and telegraph rates cannot be secured without saddling the general tax-
payer with the necessity of paying a heavy subsidy. 

34. Tn the case of the Indo-European Telegraph Department, the 
6stUnated net results of working in 1927-28 show a small loss of 3 lakha; 
which is slightly more than the figure in the current year. 
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. 85. Our estimate of the aggrega.te expenditure of the Government for 

Bud"'et S I 1927-28 comes to 125'26 crores. Our estimate of 
., urp U8. revenue on the basis of existing ta.xation is, as 

.already stated, 128'96 orores, resulting in a surplus of 3·70 crores. 
36. The surplus of .3'70 m'ores for 1?27-28 is arrived at on the assump-

Ell'ect of reversion tlOn that there wIll 1:e no departure during the year 
to lB. U. from the established rate of exchange of lB. 6d. per 
rupee: The House will, I know, desire to be informed what effect a 
reduction of the mte of exchange from lB. 6d. to Is. 4d. would have on 
the. Budget figures i ~ I hllve presented. It is by no means easy to 
.a.rnve at an accurate estimate. In a statement which is being circulated 
to-day, the many and various considerations which have to be taken into 

.account in order to show the effect of a reduction to lB. 4d. on the Budget 
for 1927-28 are set out in some detail. The effect on the Budgets for the 
'following years is also considered in the same statement. The conclusion 
arrived at is that on the assumption that during the year 1927-28 it will 
be unnecessary to compensate !lny Government employees in any way 
for tLe loss' of approximately 11 per cent. in the value of their wages, 
the reduction of the ratio to Is. 4d. would result in 1927-28 in a total 
-worsening of our position by 5'26 crores.I do not feel that it is my 
-duty to-day on behalf of the (}Qvemment to make suggestions how the 
resulting deficit of 1'56 crores should be provided for. The ratio con-
troversy will be diS(lussed on its merits next week and it will be time 
enough, when that controversv has been decided, to consider in detail 
the resctions of the decision' on our Budget .. Nor is it my intention 
to-day to enter into any discussion of the merits of the rival ra£ios. It 
is enough to observe that if the Government are correct in their con-
tention that an .arbitrary reduction in the exchange value of the rupee 
will bring no permanent benefit whatever to India while inevitably involv-
ing immediate and heavy sacrifices and losses. then surely the large 
88Crifice involved in the dialoeation of the Budget. though not necessarily 
ilie most serious of the sacrifices that would be ineurred, is an important 
and'relevaJ1t consideration which it would have been folly for 1HI to ignore 
or obscure; 

OHANGES IN TAXATION. 

37. The surplus of 3'70 crores is arrived at on the basis of the existing 
leve! of 'taxation. With 5'45 crores of Provincial contribution .. (apart 
'&om Bengal's contribution of 63 lakhs) still unliquidated, it is obvious 
that we cannot afford to give away any important portion of the surplus 
in reductions of taxation if we are to live up to our declared intention of 
directing our financial policy to the reduction and eventual extinction of 
the Provincial contril:utions as soon as may be. We are, therefore, not 
yet in a l'osition to make full use of t!te valuable report of the Taxation 
Enquiry Committee whose recommendations the Government and the 
country ha-ve been studying during the past year. I shall, I hope, have 
the approvaJ of the House in saying that, our general -policy 8S '1'egards 
taxation ought to be directed first towards a more equitable distribution 
of its incidence, so far as that may be attainable with due regnrd to the 
-other canons of taxation, and the abolition .of those imposts which are 
. obnoxious in principle, SUCD .!lS some of the existing export duties, and 
. that, when our finances permit, we should aim at a gradual reduetion of 
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taxation to a level ~ i  give. some relief to the tax-payer a.ud leave ~ 
larger m8.l'g.in available for the Provincial Governments' needs. Once the 
Provincial contributions have been extinguished, we shall find ourselves 
in a freer atmosphere in which we ~  consider the question of taxation. 
entirely or almost entirely from the standpoint of the Central Administra-
tion. With a surplus of 3'70 crores, the House will, I think, not desire us. 
to propose additional taxation for the purpose of increasing the surplus. In 
1927-28, therefore, we clearly cannot do more than effect minor changes, thG 
net result of which will not be seriously to modify the surplus of e e ~ 
over expenditure. 

38. The first proposals which I have to put before the House in regard 
. to taxation affect two of our existing export duties, 

Export duty ou hldeF. the export duty on bides and the export duty on tea: 
The export duty on bides has been condemned by the Fiscal Commission 
and the Taxation Enquiry Committee as wrong in principle and dangerous 
in effects. The trade is at present in a depressed condition and the Gov-
ernment have for some years seen no justification for the retention of the 
duty except on purely revenue grounds. The export duty on skins, wbich 
is open to some of the same objections, is both more productive and less 
positively hannful than the export duty on hides, and we do nc.t fpel that 
we are in a position this year to propose its reduction or abolition. We 
do, however. propose the immediate abolition of the export duty on bides. 
involving a loss of 9 lakhs of e e ~. 

39. The export duty on tea brings in approximately 50 lakhs a year. 
E rt d t e ~.. Our finances clearly do not permit of its abolition 

spo u y on '. eo<: I fi d f . - .. un ess we can n some means 0 compensatmg our-
selves for the loss involved. Fortunately, we are in a position to make 
Q proposal which VI>i11 secure the disappearance of the export duty on tea. 
with no ultimate loss to the revenue and g.t the Same time offer definite 
advantages to the producers of tea. The tea companies are now assessed 
to income-tax on 25 per cent. only of their total profits, the balance 
being regarded as agricultural income and therefore not liable to income-
tax. The proportion of 25 per cent. Vl"aS based on imperfect data and 
lat!lr enquiries show that the i ~  profits of the tea companies 
amount to at least 50 per cent. of the whole. The Government, therefore, 
propose that the export duty on tea should be abolished and that the tea 
e ~ ie  should in future be assessed to income-tax at 50 per flE'nt. of 

~i  total net income, subject to the proviso that where there is a illarket 
for green tea and the non-agricultural profits can be exactly a>:cel'tained. 
income-tax should be assessed on the total of such non-agricultural profits.. 
The abolition of the export duty on tea costs us 50 lakhs. We expect 
to get an additiopal 45 lakhs from income-tax on the non-agricultural profits 
in 1927-28 rising to 50 lakhs in 1928-29. 

40. The next proposal which the Government have to make is one 
Import duty on motot' whi,r\h will. I hope, be universally popular. We ~ e 

C'I'II, etc. that. the import duty on motor cars should be l"eductd 
from 30 per cent. to 20 per cent ad valorem and the import duty on tyres 
from 3Q to 15 l>er cent. After making allowance for the stimulus to imports 
which this reduction of duty is expected to give, I est!mate the cost of this 
proposal at 10 lakhs only. The reduction is in a.ccorQance with the views 
of the Taxation Enquiry Committee which ~ y drew attention to tlie 
importance of encouraging the development of motor transport in India. 
Neither the Govemment nor, I think, the House would feel perturbed if 
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the Provincial Governments seited the opportunity of this reduction of 
the import duty to impose P·rovincial taxation on the users of motor CU'B 
for the improvement Bnd development of their syst.ems of road communi-
cation. 

41. There will be found included in the Finance Bill a provision for 
Import duty ou rubber removing to the list of articles which can be imporled 

-w, etc. free of duty rubber seeds and rubber ~ which 
are at present sUQject to a duty of 15 per cent. ad valorem. The proceeds of 
this duty are inconsideral:le but it is hampering an important adolescent in-
dustry in Bunna, Whose production promises to become an increasingly valu-

• able item in our export trade. The Govemment of Burma have made a 
'special representation to the Govern.ment of India in support of this con-
· cession. We are very glad to 'be In 8 position to meet their wishes. 

42. I have one more proposal to make for reduction of taxation. The 
Sb dllt b Government have deciged to accept the recommenda-

mp y 01\ e eqUI!II. tion made independently in several quarters and 
endorsed by the Currency Commission that the stlunP duty on cheques 

· ~ . be abolished, with a view to ~ e development of the banking habit 
m India. We propose at the same bme to abolish the duty on other Bills 

.. of Exchange payable on demand. For the moment, we do not propose 
the b i i ~ of the. stamp duty on. Bills. of E ~e not. payable on 

· demand whICh reqwres further conslderatJ(m. and WIll involve a loss of 
about 25 lakhs of revenue. It will be desirable that the abolition' of the 
stamp duty on cheques and other Bills of Exchange payable on demand 
~  ?ot come into force until the 1st of July next in order to gIve the 

banks tIme toO make the necessary preparations. The cost of the abolition 
of the duty on cheques in a full year will be 7 lakhs but is estimated to 
amount foJ,; the nine. .p1onths in 1927-28 to 5 lakhs only. This loss falls 
.on' the Provincial Governments l:ut does not make any vf!!rJ material 
difference even to those Governments such as Bengal and Bombay. where 
the bulk of the duty is collected. In these circumstances, the Govern-
ment do not think it necessary to compensate the Provincial Govemments 
for the temporary loss '01 revenue. involved, partly in view of the relief 
which will be given t.o those Governments in other directions, as the House 
will presently observe, and partly because we hope to be in a position a 
ye ~ hence to bring forward proposals for a division of the Stamps Head 
into Central and Provincial, coupled with a revision of the Devolution 
Rules which will fully make good to the Provinces what they will give up 
under the head 'Stamps'. The cost of abolishing the duty on other Bills 
of Exchange payable on demand will fall on Central Revenues, tut will 
not be considerable, and I have felt it unnecessary to make any special 
provision ror it. 

48. Apart from the loss of 5 lakhs owing to the abolition of stamp duty 
Import duty on to- on cheques which will not affect the Central Gov-

1I"e<"O. ernment's Budget, the proposed reductions and 
changes in taxation involve a diminution of our revenue by 24 lakhs, In 
order partially to cover this ipss, the Government propose to inClwase the 
import duty on unmanufactUl'ed tobacco from Re. 1 to Be. 1-8 per lb., an 
increase which is fully justified on stat;stical grounds and while giving 
sQme ~ i i  protection to Indian grown tobacco, will not e i ~y 
il.ff,ect the Indian' cigarette' industry Which ;is now' in '& wtrorig position. 1 

'expect to Obtaiti is 'lakhs frOtn this Source: 
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44. The n('t effect of these measures on our estima.tes for 1927-28 will 
Net Ired. p1ua - be a reduction of 51 lakhs under the head 'Customs' 

e 011 II1If • and an increase of 45 lakhs from Taxes on Income, 
with tae result that our ~ will then stand at 3'64 orores. 

FINAL PR@POSALS. 

45. Our surplus of 3'64 crores for 1927-28 can, I think, reasonably be 
, reg&.rded as a recurrent one. The year 1928-29 will Surplu. recurrent. no doubt present us with problems of its own with a. 

further falling off in our Opiulll revenue and in OUT receipts from Railways, 
if the revised RaiJway estimat-e for the current vear on which the contri-
bution for 1928-29 win be based is not wide of "the mark. Special provi-
sion will also be necessary in 1928-29 for the premium (which is really 
-deferred interest) on the 5t per cent. bands redeemable at 105 in 1928 in 
so far as these are not converted in -advance of maturity. The inaugura-
tion of the Reserve Bank too may ent8.i1 a temporary diminution in our 
revenue in the first year or two 'Of 1ts existence. On the other hand, our 
-Customs tariff should continue to show a progressively increasing yield· and 
there is ample room for expansion lin our income-tax receipts without a.ny 
increase of rates, and our interest chaTgeB, apart from the special item 
mentioned, are likely to show a furtBerappreciable shrinkage. We are 
not called upon to take special precautions -aga.inst a bad monsoon in ad-
vance of that much-dreaded event. 

46. The natural use of a recurring surplus is to reduce Provincial con-
tributions. 1 propose,-and I am sure that the House Proviudal COlItributions' will unanimously agree,-that our surplus should be 

devoted to a pennanent reduction bySl crores of the Provinc.ial contnou-
tions distributed in strict accordance with the provisions of the existing De-
volution Rules. This will leave only 1'95 Cl'Ol'eS of the contributions un-
remitted, excluding the Bengal contribution. Bengal is entitled to a share 
in the recurring remission of 3t crores to the extent of 9 lakhs, 80 that her 
contribution df 6S lakhs will be reduced to 54 lakhs. As, however, Bengal 
will not be paying any contribution during 1927-28, the actual cost to the 
Government of India of the penn anent remission of 3t crores of the Provin-
cial contributions wiU amount oJ;lIy to 3'4l crores i:o 192.7-28.. 

4'7. Unfortuna.tely, the amount of our,surplus ia . i~ie  to enable 
us to make a clean sweep of all the Provincial contributions. It falls short 
of the amount required by 1'81 crores. It is an interesting coincidence 
thAt the deficiency is approximatelv equal to the amount of revenue sacri-
ficed a year ago when the Cotton Excise Dutv was remitted. Even more 
unfortunate is the fact that the permanent remission of 3l crores, while 
bringing welcome relief to, every Province, leaves 37 lakhs out of Bombay'S 
-contribution of 56 lakhs still unliquidated. The Bombay Government's 
Budget is, I am sorry to say, in a very unsatisfactory state. Bombay is 
faced with a considerable reaIised deficit on the wOI.kng of 1926-27 and is 
under the shadow of a further estimated deficit of 51 lakhs in 1927-28 on 
other than Development transactioas, which will be reduced to 32 lakhs 
by the remisaion of 19 lakhs of her contribution, this being Bombay's share 
of the 3t crores. The Bombay G('vernment ha.ve made a very strong appeal 
for help to the Government of India.. It is needless for us to embark upon 
a critical examination of the ~  of Bombay's difficulties. Even though 
we might be inclined nOO to acquIt Bombay altogether of responSiibility in 
t.he.matter, we must in fairness recognise that the existina Devolution Rule 
15 regarding the grant to the Provinces of an interest in the proceeds of 
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Taxes on Income which was designed fer the benefit of Bombay and Bengal 
in particular, has altogether f' iled in its purpose. Any special claims 
Bengal might have urged in this connection have been liquidated by the-
relief alreadv accorded; she has been relieved from 1922-23 onwards of the 
payment o( any part of her annual contribution of 63 lakhs, a gift of the 
aggregat.e value of 3'15 crores up to 31st March 1927. The only correspond-
ing gift made to Bombay was a special non-recurring reduction of her COD-
tribution of 22 lakhs for the year 1925-26 only. 

48. In these c.ircumstn.Ilces. the Government of India have been con-
vinced that a very special effort ought to be made in 1927-28 on Bombay's 
hehRlf. We are equally convinced of the im'xpedienc,'i of altering the exist-
ing Devolution Rule for the diRtribut.ion of relief among the Provinces in a 
way which would help Bombay at the expense of other Provinces. Some 
other solution must be found and the Government of India prof'OSO to find 
it by having recourse to the realised surplus of 1926-27. This amounts. as 
I have already stated, to 3'10 crores. After careful consideration. we have 

*' decided that the best way out of our difficulty will be to use a part of this 
surplus for the purpose of remitting the whole of thc remainder of the Pro-
vincial contributions for the year 1927-28. This proeedure will pennit us 
t<> meet Bombav's needs in full measure and enable her to balance her 
Budget'for 1927:28 \\;thout, in any wB;Y infringing the rights or arouaing the 
resentment of any of the other ProvInces. On the contrary, it will bring 
them additional and welcome relief. It will carry with it relief to a1l the 
Provinces from any liability to pay a.ny contribution to the C(>ntral Gov-
ernment in 1927-28. I may add in order to mak(> th(> stor.v complete, that 
we propose also to relieve Coorg of her ib ~  of Rs. 12,000. 

49. The following table shows t.he distributicn of the recurring and the 
non-recurring remissions in the case of each Province:-

(Lakbs.) 
e~~  Non-I'ecur-

remISSIon. ring remisaiOll. 
)tadras ~ 

1,16 49 · • 
Bombay. • 19 87 
Bengal · 9 64. 
U.P. 99 62 
Punjab 60 26 
Burma · 31 ]9 
C.P. S 14 

AS8&m 8 7 

TOUL 8.50 2,68 

W. These measures will exhaust the surplus in the Central Govern-
. 1 rel' f tD B ba ment's Budget for 1927-28 and reduce to 1'29 crores 

Speell Ie om y. the estil}lated surplus in the revised Budget ':If 
1926-27. . The proposals so far made Tekarding the Provin-
cial contributions, while fully meeting Bomba.y's needs for 1927-98 
do nothing to make up to her for the disappointment of her e e i ~ 



regarding a ahare in the proceeds of Taxes on Inoome under Devolution 
Bule 15 in the )last year. In order that the Bombay Government may not 
feel that we are deaf to her claims on this aooount, we propose further that 
a sum of 28 lakhs out of the still remaining smpJus for 1926-27 should be 
deToted to relievWll Bomba'y of one-half of her contribution of 56 lakhs for 
the current year. We propose to counle this special concession with the 
condition that her Budget for 1927-28 shan show a balance on the right 
side. I am glad to know from the figures of the Bombay Budget presented 
in the Bombay Leg:slative Council laat week, that there is every ~ e  
of this condition being satisfied· . 

5l. 'nlere remaim a sum of 1·01 CI'Ol"e8 still left unallocated out of the 
realised surplus of 192ft-27. I have already observed that the inauguration 
of the Reserve Bank in 1928-29 may cause BOrne temporary diminution of the 
Central Government's ra.enue. It would be undesirable, if we can avoid 
it, to make any ~ 1 calion the taxpayer for the purpose of tiding OVffl 
temporary Budget difficulties conneeted with the fina.ncing of the new GolJ , 
Bullion Standard and Reserve Bank. The Government aceordingly pro-
pose to utilise the rema:nder of the realiaed surplus of 1926-27 as 8 nest ~. 
egg either for the purpose of relieving the Budgets of 1928-29 and 1929-30 
of temporary charges incident to the tbauguration of the new currency sys-
tem or for the purpose of increasing the strength of the reserves to be 
_handed over to the Reserve Bank lIB cover for-the note-issue or for both I 
purposes, according as circumstances dictate. 

52. The procedure which we propose ;is to open a special Deposit Account 

BuVClDle Reserve. 
and pay into it the whole of the realised surplus for 
192ft-27. IiI the estimated receiuts for 1927-28, there 

would be included a payment from this Account to revenue of the sum re-
quired t.o balance revenue and expend;ture in 1927-28, on present figures 
1·81 crores. The amount finally credited to revenue in 1927-28 would, 
however, be not this exact amount but such BUm as may uUimately proTe 
necessary in order to bridge whatever the final gap may be between the 
expenditure for the year and the ordinary reTenue, a.part from this assist-
ance from the special reserve. In order that th;s may be done, the Gov-
ernment propose to present to the House, at the time when 
the Finance Bill iI!I taken into consideration, a special supplementary esti-
mate covering the tr&Dllfer to the special reserve of the surplus of 1926-27. 

53. I desire to emphasise clearly the fact that the non-recurrent remis-
sion of the, Provincial cont.ributions must be regarded as definitely tempo-
rary, so that if a recurring surplus is not available a year hence sufficient 
to enable us to make this remission permanent, it will be necessary either 
to restore the temporarily remitted contnDutioDB wholly or in part or else to-
propose fresh taxation. 

M. The House wiD MOOgDise tllat even though 1ile Government are fGlr-
mally mflegu8lded against the aeel.l8&tion of eouating 1lDha.tehed chickens 
by thepro-.iaion that the final pot1liclD at the Pmmcial contn"butions is 
remitted for one year only, they are clearly taking the risk that if the 
monsoon of 1927 is specially unfaVOONble, both the Govermnent and the 
House,. and in a special degree the. Finanlle . e b~  will be faced ~e  

" y.~ 1 i 1~i~ ~e  ~  in a ~~ btl self-imposed. .  _ . 

... ;1i\'lS6. Our .pl'OpOsala are. also open to-.anothBr objection . which· I ~ 

.be t;Iae-w"t to.miQimise.,·The, i e.~ i e i .  the. realisedaurplus 
of 1926-27 from ita proper application t() the reduction or avoidance of 

B 
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debt. 'l'Qe Hbuse will, I am sure, do me the justice o. e ~i i  that. 
I have not been backward in insisting on the virtues of strictness and 
purism in the matter of .debt redemption. My defence for this lapse from 
virtue must be that the complete liquida.tion of our liabilities to the Pro-
vinces in respect of Provincial contributions is a very big prize, justifying 
a very special effQ.rt, and that a I!uccession of realised surpluses has enabled 
us ¥> outdistance our own fixed programme of debt redemption in the 
last few years, and that the fixed programme remains unmodified and in-
volves us in any case in a charge of 5'12 ctores for reduction or avoidance 
of debt in 1927-28. We can, I think, justifiably make this concession with-
out denying our principles, in order to secure the advantages for India, 
economic and social, and the stimulus to the successful working of the 
Reforms, which will flow from thEl release of 5'45 crores of revenue to 
the Provinces for expenditure on those nation-building services which all 
true friends of India and of the Reforms have so' deeply at heart. 

56. Finally, we should not be unmindful of the fact that so long as 
Provincial contributions remained unliquidated, the occurrence of a bad 
monsoon, which would affect Provincial finances more dfrectly and more 
severely than Central finances, woUld make the position of the Central 

, Government an uneasy one in the face of demands from the Provinces for 
88§istance from the Central Budget, a state of affairs which will be funda-
mentally changed once we have ceased to exact any contributions. From 
the standpoint of our Ways and Means Budget, the complete release of 
the Provincial contributions makes less diflerence than might at first sight 
be expected. It is improbable that the Provinces will find it expedient to 
embark immediately on heavy additional expenditure, as time will be 
required for working out plans and programmes. Indeed, so far as the 
year 1927-28 is concerned, I anticipate that the surplus of 1926-27 will, 
in effect, remain in our balances and be available temporarily for the avoid-
ance of debt, so that jilie amount of new money which we shall ask for 
from the market, when we issue our Rupee Loan in the summer. will Dot 
be increased as a result of these proposals. 

57. Let me sum up the Government's plans for dealing with the sur-
pluses of 1926-27 and 1927-28. The current year's surplus of S-lO crores 
will be reduced to 2'82 crores by the special remission of 28 lakhs of the 
Bombay Government's contribution for 1926-27. This sum of 2'82 crores 
will be transferred in its entirety to a special reserve so that the revised 
estimate for the current year will not exhibit either a revenue surplus or 
-8. deficit. The next year's surplus of 8'64 crores will be supplemented by 
such sum. at present estimated at 1-81 crores, as may be required to be 
transferred from the special reserve in order that the outturn of the year 
1927-28 ma.y also show neither a deficit nor a surplus. The credit balance 
in the special reserve at the close of 1927-28, at present estimated at 1-01 
crores, will be kept in hand as a nest egg for use in connection with the 
inauguration of the new Gold Bullion Standard and Reserve Bank. I 

. CONCLUSION. • 
58. Each of the three Budgets i~ before the Second .Assembly was 

not only balanced at tJIe time of its introdut'tion but has presented In"ia· 
with an appreciable realised Burplul of' revenue ~ expenditure.. 1 ~ 
necessity of reducing the 1&1\ tax from RI. 2-8 to Rs. 1-" per maund in ttJ,e . - , 
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"Budget of 1924-25 postponed the beginning of the remission of the Pr0-
vincial contributions. The Budgets for 1925-26 and 1926-27, relieved finally 
of the uncertainties of Railway Finance by the separation of the Railway 
Budget from the General' Budget, effected a reduction in the Provincial 
contributions amounting to 3'75 crores or, if'the Bengal contribution be 
included, a reduction from 9'83 crores by 4'38 crores to 5'45 crores. IY'ln 
addition, the Budget for 1926-27 signalised' the demise of the unlamented 
Cotton Excise Duty. In its first Budget, this new Assembly has before it 
proposals for the complete extinction. at .an" rate so far as the year 
1927-28 is concerned, of the Provincial contributions. 

00. I account it a great stroke of good fortune for myself and a happy 
augury for the financial work of the new Assembly that its first Budget 
should be the first since the Reforms in which our revenues are independeni 
,of assistance from the provincial tax-payer. Ever since the Reforms were 
inaugurated, the Provincial contributions have been a millstone round the 
neck both of the Central Government and of the Provincial Governments, 
poisoning their mu\ual relations and hampering their every action. Their 
quality, even more than their amount, has strained the resources of the 
giver and the patience of the recipieBt. They have brought curses, not 
blessings, both to him who has given and to him who has taken. The year 
1927-28 sets India free from this incubus. 

60. It is true that final and complete freedom has still to be won and 
that we are still relying on the Budget of 1928-2{J to consolidate the ground 

:now occupied. The year before us must be devoted to a further and 
final effort to this end. But meanwhile the Provincial Governments will 
have at their immediate disposal large additional resources and they can 
tum confidently to the work of framing projects for the advancement 
of t.he well-being of their citizens. Governments and, .in particular, Finance 
Departments, and even Finance Members, are often taunted with being 
heartless and inhuman, and it is doubtless difficult, and occasion-
ally dangerous, to wax sentimental over figures. There is nothing 
to capture the imagination or stir the emotions in the figure 
of 5'45 crores. ~  what romance lies behind this figure when it 
is ~  into spending capacity in ~ hands of the Ministers in the 
Provinces! It is always wise, when discussing figures and accounts, to 
remember that money represents nothing more than a power to command 
goods and services. The programme of educational expenditure in the 
territories directly administered by the Government of India, to which I 
referred earlier in my speech, involves ov:er a period of 5 years a total 
expenditure, recurring and non-recurring, of 68 lakhs. In addition to 
improved accommodation and a higher standard of teaching for hundreds 
of existing schools and thousands of existing scholars, these 68 lakhs re-
present something like 600 new schools and 80,000 children brought within 
reach, for the first time, of the· privi!eges of education year by ye&!'o What 
will 5' 45 crores a. year transfigured into goods and services, aVaIlable year 
by ycar in the hands of the Provincial Governments, mean in the promo-
tion of human happiness, in the prevention of preventable disease and 
ignorance, in the widening of the opportunities for a good life for many 
crorp.s of the people of India' It is in the belief that by the acceptane. 
of this Budget, Members of this Hodse have it in their power to pro-
mote the health and happiness of millions of the masses of India. tha.t I 

'commend the Government's proposals to the House and to the country_ 



1412 LIIGI8LATIVB .. -*aLl'. , [28m P'BB. 1927. 

Bt.atement comparing tke actual Revenue and EzpendituTe of the Centnal:· 

Govemment (Imperial Revenue and EzpendituTe be/ore tke Re/o"",) 
with the Revised Estimates for each year from 1916-17 to 1925-96. 

(See'paragraph 2 of speech.) 

' . . ,,\ [III tho1l8&uda of BupeeeJ 

B.VU&D ~ 1' T . AOTVALI. 

-_._--- i 
I I Surplul (+) 

BeveIl1le. Expenditure. iSurt'!IB (+ ) I Bevellue. ' Espeuditure. 
I De Olt 1-).: Ddloit(-). 

"'---1 I 1--,--
1916-17 • 9'1,15,8'1 88,li'7,87 ' +8,98,30 I 98,&3.10 87,81.8'7 + 11,21,'18 

1J17-18 • 
'  i 

1,06,27,74 I 
I 

1 '~ 1 +111,18,08 1,I'-8U8) >,,+8,56,74 ' 1,18.70,58 

1918-19 • 1,2',96,65 1,84,79,88 i ~ .  1.10,40.66 ' 1,16.18. 'i! -I. 'lS',of: 

1919-20 • 1,44,07,561 1,59,18.67 I -:15,11,11 1,37.13.98 ! '1,60,79,27 -28.65,29 

1 __ 11. 
1,8&,10,85 I 1,48,oa.61 ' -12.1IB,86 U5,63.S! 1.61.66.17 1 . ~1 

19iU!2 • 1 1 ~  ' -28,79,20 1.15,21,W 1,42.86.521 ~.O  1,13.15,82 ' 

1 __ 28 • 
1,20,70,171 1.87,95,51 ' -17,i5,lI6 UUl.29 1 1,8U3,05 j -15,01.76 

~ . 1,81,96,06 1,29,89,97 +2,06,07 I I +2,88,00 1.83.16.63 I l,lIO,77.63 i 

1,84,82,36 \ 
I 

+5.68,26 ll1ti-ZIi • 1.30,88,68 +8,99.58 1,lI8,03,9ll ; 1,32,35.66 ! 

11115-26 • 1,81,85,U 1,'0,ot,87 +1.80,38 1,38,3!,98 I 1,110,01,80 I ~ 1 1  

I 

THE INDIAN FINANCE BILL. 

'!'he Honourable Sir Basil Blackett (Finance Member): Sir, I beg to 
move for leave to introduce the Tndi"n Finance Hill. 1927. 

Tlw motion was adopted. 

"!'he HODourable Sir Baall Blacke": Sir, I introduce the Indian Finance 
Bill, 1927. 

The Assembly then .adjoumed till Eleven of t,he Clock on Tuesday. the· 
lat March, 1927. i'· 
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