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GOVERNMENT OF INDIA.
LEGISLATIVE DEPARTMENT.

PROCEEDINGS OF THE INDIAN LEGISLATIVE COUNCIL ASSEMBLID UNDER
THE PROVISIONS OF THE GOVERNMENT OF INDIA AOT, 1915,
(5 & 8 Gso, V, O, 681.)

The Gounoil,xﬁ& at the Council Chdmber, Imperieil Scoretariat, Delbi, on -
Monday, the 1st March, 1920,

Presunt:

His Brcellency BaroN OHRLMSFORD, P.0,, G.M.8.I, G.M.LE, 6.0.M.0., 0.0.B.8,
Viceroy aud Governor General, presiding, and 56 Members, of whom 48
were Additional Members. ‘

. OATH OF CFFICE.

The Hon'ble Rai -Bahadur Kurma Venkata Reddi,
Wayudu, roade the prescribed ogth or affirmation of allegiance to the Cruwn,

—

QUESTIONS AND ANSWERS. -

" The Hon'ble Mr. K. V. Ranguswamy Ayyangar asked :_-"1(;5.6 st

1. “(a) Is it afach that Indians were enlisted as ccmbatants for {he Indian Xamployment
Arimy for sorvice as olerks in Indian regiments and other military offices of the f&’:..&i’;.‘;:‘f'
Mililary Departments, after a course of training for which two schools have been *'™ =™
in existence, one at Katnten (Oentral Provinces) and the other at Rawalpindi?

(%) Do Government propose to advise the Governmont of the provinces to
which they belcmg to instruct heads of deparimants definitely that the cases of
such clerks ehould, on their discharge frum military sorvice, be considercd favours
ably, and that they should bo given clerical appeintments cgommsanding fair
salaries ? ' B

(¢) Do Government propose to suggest fo che Provincial Gove:uients the
desivability (1) of throwing open to enlisted clerks discharged.from tho Afilitary
Deport-nent admission to Government in:tifutions for training as Police Sub-
Inspectors, Proseouting Sub-Inspeotors, and Rovenus Iuspeclors, and (2) of
placing the said elerks, aftei training on probution under Prosecuting Inspectors
oad Tahsildars for a reasonable time ' be Gxed Ly QGovernnient within which the ~ * o
oondidates should qualify themselvea for the:c posts? ,

(@) Do Qovernment also proposc ‘o relax some of the physical and educa-
tiuaal qualifications in the case of disvharged combatant clorks who may bo &
little below the standards prescribed for svah y Jsta?”

L1097 )



1038 QUESTIONS AND ANSWERS.

[ Itis Fxcellency the Commander-in-Chigf; Mr. K.  [1st Magcr, 1920.)]
Rangaswamy dyyeoyer;  Sir  George - '
Barnes. |

Ris Excellency the Commander-in-Chief replicd :—

“In view of tho heavy demands for, and diffioulty in, obtaining trained
Indian clerks for employment, both regimentally aud departmentally, in India,
on the frontier and wifﬂ Overseas Forces, two training schools were instituted
in May 1918, onc at Kamptee (Contral Provinuea%, and the other at Rawalpindi.
The former has since been closed. When trained, the clerks wero employed on
liberal terms either regimentally, in which ease they were enrolled as comba-
tants, or in military non-regimental >ffices, in 1 hich case they wore detsiled
as oivilian olerks, As the outturn from the rchools did not commence until
July 1918, the large majority of the olcrks were employed in India, and very
few wore senl overseas. .

The attention of the Hon'ble Member is drawn to Home Depariment
Rtesolution No. 1099, dated the 8th August 1919, published in the Supplement
to the Gazette of India, dated the 33rd tdem, in which announcements were
made of the conoessions granted in the matter of civil appointmen’s under
Governmment to those persons who bave vendered scrvices in the prosecution of
the recent war. Copies of tho Resolution were communicated to Tocsl
Governments and Administr-tions, and (he Government of India do not inlend
to issue further instructions on the subject.” '

The Hon'ble Mr, K. V., Rangaswomy Ayyangar asked :—

Inorensd of 2. *“(a) Have not Government been receiving numerous petitions from the
o matear subordinate Postal and Railway Mail Service staff that their pay should be
asdraitway jpcicased, that the number of working hours should be limited, and that the
staff. staff in respective offices should be inoreased to cope with the increased work ?

(5) If 5o, have Government taken any aclion to inquire into the griev-
ances and remedy them P ' '

‘ (0) Isit a fact that the respousibilities of thc Postal staff are far greater
than those of similar olerks emploged in the Telegraph Department ; while the
qualifications of the Po:tal staff are in no way inferior to that of the Tele-
graphists, and that on many occasions the postal officials arc made to work on
main wires ? .

() Isita fact that Telngraph' signal rvom clerks were granted timo-scale
pay, with effect from 1st Mavch, 1019, according to lonal scale telegraphists ?
A1 so, has any such scale of pay been granted to those post office clorks who
aro of the same educational qualifications and do more responsible work thana
the above-mentioned telegraph clerks ? '

(2) Will the Gevernmont bo pleased to say what attendance is required
from postal clerks ¢ Is it confined to 8 hours daily as in the case of telegraph
clerks ?  Tf the attendance is more than 8 hours, is any allow.nce puid for
extrasork ¢ If not, do (Government piopose to take immediate action to
regplate attendance hours of the postal clerks P

(/) Do Covernment proposo to introduce a scheme lo smalgamate or

qualise tho two cadres ? '

(g, Is it a faot tvat the Audit Branch of the Postal Department aud
thoss who were deputed to field service have been given increaso of g)ay, while
tho Audit Department have had a considerable incredse of staff also

(k) Isit feasible to empower the new cormmission sanctioned to inguire

into tho grievances of the Telegraph Dupartment Lo inquire nlso into tho dis-
abilitics under whioh the Pustal olerks are suffering ?
(#) I not, will a new comnission be appoiuted for .0 purpose ?

The Hon’bl: Sir George Barnes replied : —
- (a) Yea. -
(7 Y (A general rovision of the pay of the subordinate Postal staff up
to. the grade of Its. 100 at a cost of aboutb 18 1akhs a year has just beca sano-
_ tionued vy the Secretary of Btate, whils the pay of the Railway Mail Scrvice
staff was revised, with effoot from 1st March, 1910, at a cost of abont Nis. 3,25,000
n year. The qu.stion of thy introduction of o goneral {ime-stals of pay for
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[1sr Marom, 1920,) [8ir George Barnes; Mr. K. V. Rangaswamy
Ayyanger ; Maharaje Sir Munindra Chandra
Nandi. ]

all Post Office and Railway Mail Service subordinates is engaging the atten-
tion of the Director-General of Posts and Telegraphs,

(0) It is very difficult to compare the duties of postal clerks engaged in
signalling work in combined post and telegraph offices with the duties of
telegraphists. It is a fact that selected postal signallers work sometines on
main wires, but, as & rule, they aro aot oapable of dealing with very fast
traffic. 'When postal signallers slow a oapacity for fast telegraph work they
are given the opportunity of ti= 1sferring to the local soale of telegraphists.

(d) No. 'The time-scale of pay sanotioned for clerks, class II, working
in departmental telegraph offices is Rs, 80 rising to Re. 180 by increments of
Rshﬁ, wl(x)ereas the soale adopted for loocal scale telegraphists is Rs. 60 rising
to Lis, 130.

No time-scale has yot been granted to post office clerks, but the Director
General of Posts and Telegraphs has under consideration a scheme for «
timo-scale for all Post Office clerks. .

(¢) The attendance of Post Office clerks is fixed at 8 hours a day as in the
case of telegraph clerks. The staff necossary fec a post office is calonlated on
this basis ang is revised periodically as work increases or decreascs, No allow-
anco is paid to & Post Office clerk for extra work unless it is ontside the course
of his routine dutics, '

(/) No. Tho cadres are quite diffcrent. The dulies are only similar in
certain respects,

(g) The pay of the Postal Accounts Establishment s been increased and
the establishmeant itself has been, though not oonsiderably, strengthened.

No increased :a'cs of permanent pay have bean granted to men deputed
to fleld service.

(k) and (5) No»

The Hon'ble Mr. K. V. Rangaswamy Ayyangar askcd :—
3. “(a) What steps havo been taken by Government to betier the.pay of 3tpps taxen

the Post Offivo officials at Delhi owing to increased expenses on account of houso meat bo,
rents, otc, ? - ' ‘Sfa'%m..

(v) Will Government lay on the table a comparative statement of smeiiene
articles dealt with by the Lahore and Dolhi Post Offices, respeotively, d:iring ™
the year 1919, and also give the numbers of the clerical stff sanotioned for each
office 7

The Hon'ble Sir George Barnes replied :—
. “(a) A genc:al revision of the pay of post office olerks up to the grade of
Rs. 100 has just been sanctiozed and the speoin! conditions of T’elhi have beon
taken into account in fixing the o:dre of the pu: -l offcials of tho Delbi head
office. The question of revising iiie pay of postal cleris on Rs. 100 and above
and of tbo postmen and menisls is engagiig ‘he attention of the Director«
Qencral, It is intended to introducy a thne-scale for all classes of the staff.

() A comparativ.:* statement showing the various classes of articles posted
and also the number of vinregistered articles r-ceived for delivery <t Delhi and
Tabore during the calondar year 1819 is laid on the iable. It hasnot be:n
possihle within the tiie allowed 1 colicot statistios relating to moncy orders,
yniue-payable articles, registercd and iasurad lotters und parcels received for
delivcsy during the period in question, uor of unregistered letters posted for
delivery. . The ¢l rical staff of tho Delhi oflice consists of 68 men .ind that of
the Lahore offize of 44.” .

Tao Hon'ble Liznaraja Sir Manindra Chardi.w Nandi
asked :—— - o,

%, © \Vhat are Government's present intentions in regard fo controlling -setret ar
in'er:provinocial movements and oxport of rico, and what arrangemvnts do they "™ *
propose to make in this beb1f in the diierent provinces, and hen P

e —— o ——— i+ e e . e e S e o 3

« Not tactuded g theso l‘-roceodlngi:
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[ Sir Claude Hill ; Maharaja Sir Manindre Chandra [ 1sr Mauvcy, 1920, ]
Nendt. ) '

The Hon’ble Sir Claude Hill replied :-—

“ As regards export I would vefer the on'ble Maharaja to the reply that
I made to a question on the same subjeot asked by the Hon'ble Sir G, Chitvavis
on the 18th February, The question of inter-provineial control is under dis-
cussion with the Comumittee st this Council on High Lrices. " - .

y ;I‘ho Hon'ble Maharaj: Sir Manindre Chandra Nandi
asked :—

Requlro- 6. ' (¢) Wilh referenca to the reply to my question given on tbe 16*h

food arrtas September, 1919, in this Council, admitting the unreliable character of §tatisticnl
sétne ditfor- information at ‘Le disposal of Government, will Governwent indicate the
vinode, methods generally followed by them in computing the normal reguirements
in food grains of the peole of the ditlerent provinces, or of India asa whole,

or their exportable surplus at any given time ? ' .

(5) What procautions do Govornmeut propose to take for preveniing

"
b31)

serious inaccuracies 1n these matters in future °

The Hon’ble Sir Claude Hill ieplied :—

“(a) Government obtain through Directors of Civil Supylies, who take special
steps to keep in tonch with the position, estimates of the requirements of the
Provinces or of the surplus available for export therefrom, in regurd to those
articles of food which are still subject to control. Noattempt is matle to frame
a quantitative estimale of the normal food requirements of the people of the
different Provinces or of India as a whole.

(b) Directors of Civil Bupplies have during the past ycar gaived consider-
able experience in the f[raming of thess < stimates, and the Government of India
believe that their estimates are suficiently accurate for practical purposes so far
as the present coutrol is concorned. The accepted policy of Government is to
remove internal control, as soon as possible, and the nced for any such precau-
tions as are suggested by the Hon'hie Mabaraja will then, it is hoped, disappear.”

) él‘he Hon'ble Maharaja Sir Manindra Chandra Naudi
asked .— .

Food attua. 6. “Ara Governmenl in & position to make & detailed statement showing
gierent  the present food situation in the different provinces, with special refere-.co
to the sufficiency or otherwise of ‘he prescnt stocks of food grains for purposas
of domestic comsumption in the respective provinces, and the course of
average prices during cach of the last threec montbs as compared with the
figures for the corresponding periods in cach province, together with the

reasons for any incresse in the same that may be disclosed chareby ? "

The Hon’ble 3ir Claude Hill replied :—

“Government will 1ay all the information in their possession hefere the
Commiites on High ’rices eppoinied by this Council, and 1 shall also be happy
to furnish tho Hon'ble Maharaja with auy information that he requires, if ~
he will lab me know precisely what details o -wauts.”

1 (;I‘he Hon'ble Maharaja Sir Manindra Chandra Nandi
asked :—
Bpaculation 7. “(a) Are Government considering the desirability of making a deolara-
e tion of future policy in dealing with abnormal conditions brougit ahou* !y
speculators in the food situation ? .
. (8) Have Goverumeat any legislative meastire under consideration for
denling with specuiution awd- profitecring in food graius and Lucping down
. prices?"” .

The I*on 1o Sir Claude XKill replied :—

“(a) The nvuestion whother any specizt stepsoan be taken to prevent
speculation i foed grains is being considered by the Committee of the Qouneil



QUESTIONS AND ANSWERS. 1041

[1sr Maron, 1020.] | & Claude Hill; Mr. @. S. Khaparde; Sir
YWilliam Vinocent; Mr. W. E. Crum; Sir
Arthur Anderson; Sir Gangadhar Chilneris, ]

on High Prices. So far as speculation exists with a view to export Government
huve already declared their policy of restricting exports of feodstuffs in the
press communiqués which were laid on the table on the 18th February in
answer to a question by the Hon'ble Sir Gangadhar Chitnavis.

(b) The reply is in the negative.”

‘The Hon'ble Mr. G. 8. Khaparde asked :—
8, “ (a) Did the Government of the Punjab prohibit the transmission of Prorsen’

oopies of the  Congress’ and ¢ Watanpurast,’ two Urdu papers of Delhi, into ?n'n'n"i?i:}"
the Puujab by orders dated 20th October, 1919 and 25th November, 1919, ,5.,';"'5';”;&»-

respectively, and are the said orders still in force? Fuojab,

(3) If the reply to (a) be in the affirmative, will Government be pleascd
to state the .iroumst£uces under which the eaid orders were passed ? Is it a
fact that, though the paper * Congress’ has becn in e-istonce for one year, it
was never s0 much as warned,-muoch less held to blame for violent or inflanmyma-
tory wriling, and that the paper * Watanpurast * had not, at the date of the
said order, reached the stago of punlic circulation 7"

The Hon'ble Sir William Vincent replied : —

“(a) The answor is in the affirmative, The order against the Congresshas
been withdrawn on the re-appearance of the paper with a new Editor, The
W alanpurast never roached the stage of publication.

(b) The Congress was exoluded from the Punjab on account of itg
virulent attacks on His Excellency the Viceroy and Government generally ;
and ag the intontion of its promoters in publishing the W alanpurast was to
substitute it for the Congress, and so evade the ordger of axclusion issued against
the Oongress a similir order was passed against- it. The Cumgress started
publication on 1st Fehruary, 1918, It was not, ticrefore, in existence one
year before the order of exclusion was passed. During that period no. warnisg
was conveyed to the Editor, but as the fono of the arlicles was objeotionablc,
the Chief Commissioner, Dolli, subjected it to procensorship and the Punjab
Governmont followed suit. As stated- above the - Walanpuras! never
appeared.” T o

The Hon'ble ks, W, E. Crum ‘asgked r—
9. « Will Governjnent be pleased to state what aclion they are taking, or meuway
intend to take, with regard to .the proposed railway bridge over the river Bi§5om"

Hooghly in the neighbourhood of Cessipore ? Hooghly,

"“The Hen'blo Sir Arthur Ande~son roplied:—;

“The part of the river in which the bridgo js Iikely to be located has baen
surveyed hy the Uommiissioners for the Torfof Caloulta, and thoir repoit and
recommendations ars now under review by the Qovernment of Bengal,
Ls:ential preliminary borings at the proposed crossing are also boing carried out
hy the Eastern Bengal Railwny, and the results are awaited.” .

The Hon'ble ir Gangadhar Chitnwvis asked :—

10. ¢ (a) Ts it a { ct that the persentage of working expensos hagincres, nd gsing
to an abncrmal exteut on sorie .f the railways, A return upon the capital of S ot
which iz 7narantecd either Oy the Sccretary of Stato or by t'ie Distric. dorrdy? '
[f so, to what is this high percentago due? ',

(4) Do Goyornment prove.¢ to direob that the pe iodical Director's Ropor*
shall coniain a full explanation regirding any vise in.working exyonses aud
any fall in the vevenue of the railways subsidised eitﬁer‘i)y the State or
District Boards "
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[ Sir Arthur Anderson; Rao Bakadur B. N.  [1sr Maros, 1920, ]
Sarma; Sir Williom Vineent; Mr. W. M.
Hailoy. ] . ‘

The Hon'ble Sir Arthur Anderson replied :—

“(2) Having regard to the ocircumstances of the times Goverumont aro not
awaro of any jucreases whioh could be called abnormal in the working.

expenses of lines such as those referred to.

(8) Tho programme of revenue expenditure on such lives is scrutinised
by Government before being sanctioned, and an; merked discrepanoy would
require explanation. Government do not propose to jssue divections such as
those suggested by the Hon'ble Member, but the point raised by him will be
brought to the notice of Boards of Direc’ors,”

Tho Hon'ble Rao Bahadur B. N. Sarma asked :—

Evroortion 11, “ Do Government propose.to consider the rdvisability of revoking or

agtuss _ gecuring the revooation of orders issucd against proprietors of printing presses
propristors . . .. . e :
of pricting and editors and publishers of newspapers requiring them to furnish seourities in

' provinces where it has not boen already done?”’

The Hon'ble Sir William Vineent replicd :—

“The aatter is one in which it is [or Tincal Governments to exercise their
disoreticn, and tho Government of India do not propose to interfere with that

disoretion,” _ .
The Hon'ble Rao Bahadur B. N. Sarma aked :—
Ammual 12, “What is the annual increass in the expcndilure under (a) salaries,

tneexpen. and (b) pensions in the several services, Imperial aud Provinoial, in respeot of

salaries and hich orders have been passed by the Becretary of Btate ? ”

nsioos la
f:mu sere

rlose The Hon'ble Mr, W.. M, Hailey replied :—
“ (2) The approximate cost per anoum of the inoreases of pai' sanoticned by
the Beoretary of State for the several Tmperial and Provincial Services is as
follows :—
I will give the details in lakhs,

(¢) Indian Civil Bervice . . . . . . &6,00,000
(¢¥) Provincial Civil Service ' . . . 25,00,000
{i¢s) 1ndian Police Service . . . . . 13,00,060
(sv) Provincial Polica Service . . . . . 1,00,000
(v) Indian Med'cal Service e o 25,00,000
(v1) Indian Forest Barvice . . . . . 4,350,000
{v1f) Indian Educational Bervice . . . . 10,00,000
{viie) Provinvial Educational Servics . . . . 6,00,000
(sz) P. W. D. Iinperial aud Provincial Services . . . 26,00,000
.£) Railway Departinent, Imperial Engineors | . . 1,00,000
(z+) Geological Survey of India Department s 1,00,000
(sis) Iudian Mives Department . . . . 15,000
{#4t§) Northern Irlia ¥alt Revenune Department .. 50,000
(ziv) Beagal Pilot Servicx ., . o 20,000

Tho ~slimates given above of the cost of the ravision of the pay of the
Provincial Oivil Service and the Provincial Educational Service are no more
than very rouzh approximations, 52 Local Governmenis have still to work out
theér detailed schemes within the maximum limits approved by the Secretary
of State. '

(6) The increase under pensicus iv estimaled roughly at Rs. 3,00,000 per
annum,” i

1he Hon'ble Rao Bahadur B. N, Sarma . ked :—

Publtoation 13. ** Do Government propo.a to publisi the report of the Committee ap-

sioiic  pointed {o consider the question of the re-organization of the It lian Medioal
#;?:r;;.wl::.r Services and give this Conueil an opportunity of discussing the same before fina]
:'a?-.‘?i{-" orders aro passed thercon ? " ' '

repor
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[1sT MarcH, 19201 [ His Exccllency the Commander-in-Ohief'; LRao
Bahadur B. N. Sarma; Sir Thomas Iolland ;
Khan Sahib Shah Nawaz Bhutto; Sir George
Barnes; Mr. N. I'. Paton.)

Hig Excellency the Corimandor-in-Chief roplied : —

“The Booretary of Btate has approved the publication of the Report ; this
will 'bo done as soon as the recommendations o‘? the Army in India Committee
on the subject dealt with have been received by the Secrctary of Stato, It is
rot possible to say at present whether an opportunity ean be afforded for dis-
cussion in Council of the Report, ” ' ' .

The Hon’ble Rac Bahadur B. N. Sarma asked :—
14, “'What steps do Goverament propose to take or to suggest to th: Looal Avveiat.

Governments  to take with a view to appoint oconoiliation Doards -or bosrds E:ﬂil?n::"
of arbitration t~ prevent and settle disputes between labour and oapital ? Dobeardset
Qovernient p: cpose to undertake the necessary legislation on the subjoot P ’

N

‘The Hon’kle Sir Thomas Holland replied ::—

“‘The Governmont of India have gathered as much information as possible
regarding experience obtained in other countries, and this is now under consi-
deration with a view of consulting Local Governments as to tha practicability
of devising moans in India to pravent and to scttle labour disputes. It is mnot
nossible, therefore, at presont to say whethor legislation will bo necessary.” .

The Hon’ble Khan Sahib Shah Nawaz Bhutto asied i—

15. “Do Government conteraplate the Eossibility of opening the port of Quentng ef
3

Karachi for the P. and O, Mail steamérs in the near future ? "’ HorBatd for

the ¥. % O,
Mall Bieame
ors. -

The Hon’ble Sir Georg. Barnes replicd :— .

“There is no intention at prosent of making Karaohi a port of arrival and
departure for the ©. and O, mail steamers. "

The Hon'ble Mr. N, . Paton asked :—

. 16, “(a) Is it a fact that Parliament recontly decided against Premiu:a premiuwm
Bonds heing issued in .ingland, for the reason that they might inler alla primarily ®°"*% -
resu't morely in the transforence of large investments in Government seour-
itics, etc,, already mado? :

(8) Was it represented (1) that there are now about 80,000,000 individunal
* uders of British Government sccurities, as against 843,000 befove the war j
(2) that £200,000,000 have been invested in War Savings Certilicates; and (8)
that the deposits in Post Ofiico and Trustee Savirgs Banks have increased from
under £300,000,000 in 191+ to neaily £1,800,00(,000 «f tho end of 1919 ?

~ (c) Have Governmant oonéicnred to what extent, if any,. the arguments,

which are preveyiing Premium Bonds in Fngland, bave application to In lia ?

(@) Will Goveroment be pleased to eay- - '

(i) How many individual holdors thero ~re in India of Indian Go, -n-
ment sceuritics ;
(¢) ow many of these are he'iors of Post Ofico War Jerii ates ;
(¢45) What is the total sum now i+ ested in Post OF <o War Certificates ;
a.Jd, ’
(iv) Whatis th. tolal sum now deposited in Govern:iont “avings .
Buiks ? ' o
{e) Ho-ing rogard lo the geling Finauce Member's ronly ‘n (ouacil to
aly quesion ¢ 23rd £ otember last, to the MTect that i was yi-bably a fact
{hat vory large quutitivs of silver rupees ars beii. ; hoarded throug: -t Trdia,
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| &fr. N, F. Paton; Mr. W. M. Hailey; Rei Suhib  [1sr Marcn, 1020. )
Seth Nathmal; Sir 1illiam Fincent.)

have Gevornment determined on the adoption of any measuves onloulated to
hring into circulation this dormant wealth? -

(F) Are Government now prepared to consider issues of Premium Bonds
with the view that our hoards of jdl6 woney way he drawn iato circulation and
that an opportunity for the investment of savings may be given to persons of
small means to whom the existin: opportunities afford no attraction ?”

The Hon'ble Mr, W, M. Hailey replied :—

“ (a) The reason montioned by the Hon'blo Member was certainly put for-
ward by opponcnts of the motion in the House of Commons ou December the
1st Jast, but a perusal of the report of the debate does not warrant the impres-

sion that it was tho principal ground on which the House aoted in negativing
the motion.

(%) The fizures quoted hy the Hon'ble Mgmber do not appear to have becn
pul forward in the debate and Government are unawarc whether any such
figures were placed before the Seleot Conimittes iu 1918 ; but figures somewhat
sirilar fu these were quoted in the press af the time. .

(c) Government have not specifically considered the application to India

of the arguments adduced by opponents to the introduction of ‘premium honds
in the United Kingdom.

(d) The information desired by the Hon’ble Alember in respect of points
(¢) and (ii) is nof available. As regavds (iii) the balance invested in Post
Office Cash Oertificates on tho 31st January last was 614 lakhs, and as regards
(¢v) the balance jn the Goveroment of India Post Office Bavings Bank on the
same date was 20 crores and 53 lakhs, :

(¢) The Hon'ble Member is no doubt aware of the steps taken by Govern-
ment to popularize its loans and thereby enconrage the investing habit.

- (Sf) The Government of India are ot present considering the advisability of
allowing an nxperim»nt fo be made in the issue of premium bonds by local
bodies and consiering ihe terras on which such issue canbe allowed.”

The Hon'ble Rai Sahib Seth Nathmal .sked :— :

17, “(a) Do the new Arms Aot Rules take away from provincial gasetted
oflicers aad honorary magistrates the privilezo of exemption whioh they
ha.ve?enjoyod uninterruptedly from the very inception of the Indiun Arms
Ack \ :

(b) ¥s Government aware tLat this Las cansed dissatisfaction among such
off.cers and wagistrates ?

(¢) Do Government propose o consider the question of amending ihe
rules further with a view to conlinue the exemption to these persons P

“ho Jion ble Jir William Vincent replicd :—

“(a) Yes. )

(8) Govarnment belisve that somo dissatisfaction oxists, but it has not beeu
brought direetly to their nolice.

. (t? The attoation of the "fon’ble Member is i ~viled to the Goverviment of
India (Home llepartment) Tesolntion No. 2126-0, detod the 21st March 1919,
ia which the new policy in adinistering the Indian Arms Act is stated. One
of the essentisl foulures of thut yolicy, which was deliberately adoptcd after
oonsideratior ¥ the opinions of Loca! Governments and the resom:uendations of
a committeo of official and nor. official Members of this Council, is thé rigid res-
triction of the number of exempted persons.  Irovineial gazetted officers and
Hounorary Magistrates ave only two among maay classes from which the privi-
lege of cxemption hrs been withdrawa by the applieation of the new Rules, and
Gove: unent see .o reason for making an excopition in their favour.” :
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The Hon'ble Mr. V. J . Patel asked :--

18. “Do Government propose lo co-operate with the peoplo of Iudia and Bevates-
help them in securing dovelopment in Indisn conditions as eatly as pa sible, Iratan coa-
and if so, how P

The Hon'ble Sir William Marris replied :—

“ Qovernment will always he ready to play .their part in promoting
the political development of India, but they draw the Honourable Mcmber's
at{eution to the cxprossion of Parliament's opinion in the preamble of the At
to tho cffeot that progress -in such :matters must depend on the co-operation
received from those on whom new opportanities of service will be conferred,
and the extent fo which it is found that confidence can be reposed in their
sense of responsibility,” : '

The Hon'ble Mr.-V. J. Patel asked :~-

19. “Will Govermment bLe pleased to state whether they propose for the Traraferced
information and guidance of the new.Legislalive Councils aad public generally Waate.
to lay down, in tho rules to be made under the new Act, definite principles
governing the revision of the list of the Transferred Subjects from time to time
within ten years p” '

The Hon'ble Sir William Marris replied :— ,

“The Hon'ble Member has apparently overlooked the preamble to the
Government of India Act of 1019, in which the principles he desiderates are
et out in the clearest possible wanner. In tlis preamble Parliament has
indicated that progress will depend upon the operalion of factors ab present
unknown. Ooneequently, tho Government of India do not propose to attempt
to formulate the rate or con.litions of tho further transfer of subjects in the
rules.to be'made under the Act.”

The Hon'ble Mr. V. J. Patel asked : —
20. “(a) Isit a fact that the Goverament of Bombay have nut yet given soten

-

full- effect to the local self-goverument Resolution or the Government of Goyersmest
India, in so far as such effect could be given by executive orders, parti- ohiveces.
cularly in matters relating to tue increasein the number of elected members, Jaria Bosor
election of Presidents and lowering of qualification for votes ? gfé%i:' s’.‘;r-h .

Q' 'RI0BE.

(8) Is it troe that as things stand at present, the lists of voters for the
elections of the new Legislative Oouncil will be b :sed on qualifications lower
thaa those for the Municipal and T.ocal Board eloctions 7" )

The Hon'ble Six “William Ii{arris veplied :—~ .

“ (@) The juestion is one which might suitably be asked in the looal Legis.
lative Council. The ilon’ble Mcinber iz referred to the speech made by Ifis
Excillency the resident of the Liegislative Counoil of the Governor of Bombay
on the 10th Dec.smber 1919, to paragreph 23 of Resolution No. -£169, daicd the
#Tth Ootober 1919, of the Governm:nt of Bombay, and to paragraph 31 of
Resolution No. 944, dated ihe 111" November, 1919, of the same Government,

(6) The qualifications proposed in the case of th: Bombay lLegislative
Jouneil,for classes other than the wage-earnersin the eity of Bombay, are shown
in the Appendices to the Report of the Franchiss Committee. 'Those for rural
arcys ard much iower tha the qualifications now in force for elestions to Local
and District Boards. Thoso for urban areas also o:pear to be lower than the
qualificativis in forcu for eleclions to the Presidoncy Corporation and to the Dis-
trict Municipalitics, but as the besis adopted is not identical in the two vases,
the Government of Tudia are unable to snv whab . precise diff:rence is, and
would sngesi that the Hon'hs Member shoul? ask thie Bombay Government
for this mformation. As vegards wayge-earneis i~ the cily of Bombay t'c
TYeu’ble Memoer is referved to the auswer given to hiz questicn on the 20th
February.”
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The Hon’ble Mr, V. J. Patel asked :—

21. “ Do Government propose to consider the desirmbility of issuivg a Press
Communiqué, for the information and guidance of their officers, that in the new
eva they will follow strictly the letter and the spirit of the Royal Proclama-
tion in dealing with the people of India ? "

The Hon’ble Sir William Vincent replied :—

“The Government have no reason to appreliend that any of their officers
will fail to follow the letter and the spirit of the Royal I'ioclamation in dealing
with-the people of India. Buclk a proolamation has an inherent authority and
influenco which no Government orders can supplemont.”

The Hon'ble Mr. V. J. Patei:—"“I beg to put a supplement-
ary question, my Lord. Docs the Government consider the action of
Mr. Hanilton, the District Magistrate of Jullundur, in relusing to renew
licences under the Arms Act, vn the ground that the applicants attended
the Indian National Congress, consistent swith the letter and spirit of the Royal

Proclamation 7

The Hon'ble Sir William Vincent :—“ The Government of
India have no official infurmation on the point raiscd by the Hon’ble Member,
and it is a matter for interrogation in the looa! Legislative Council "

FINANCIAL STATEMENY FOR 1920-21.

'‘Lhe Hon’ble Mr, W. M. Ha.iler :—" In your speech delivered on -
the opening day of this session, your Lordship referred to the great seivices
which Lord Meston had rendered in the cause of Indisn Reforms; I may
be permitted hore to-day to add an cxpression of regret that his guiding mind
is no longer at the disposal of India at a time when her fiuances present
so wany complicated problems; that this Council will no longer have the
benefit of that happy gift of lueid exposition, which could rander interesting
the raost complicated questions of finance and scemed ublo to endow with a
spirit of life the dry bones of onr statistical tables. ‘That happy gift I cannot
pretend to emulate; but I will venture to pay wy distingnished predecessor the
corapliment of attempting to imitate the method adopted by hiin last year in
intioducing the Financinl Statement. I will not read out to Council the
necessarily lengthy Stulement which I shall shortly place on the table, but will
give as brieily and as clearly as possible'the salient features of interest in it.

] shall deal first with the facts and figu-es of the financial yer now drays-
ing to a close. 'While for our pertucr nations iu the gsreat War it s Leon o
yenr of demobilisation, a year in wbich they have bLeen able to devote their
efforts to making a begirning in the icorganisation of their sooial and indus-
trial forces, we have had troubles of our” own which, if small in comparison
with what Bwope has enduced during the last four years, have nevertheless had
a domivant in‘luence ov our finances. Bub for the Afghan war and Wazivictan
campaign, there was nothing in the history of {he year whioh would have been
Likely to dist. b our budget aoticipations. Searcity conditions, resulting from
the monsoor ;ailure of 1918, persisted through the eaclier months of 1019, and
before June famine had been formally declarcd in twelve ritish districts 2nd
certain Native States, But though the ay a affcclcd by the scarcily was nn-
usually widg, the maximum number of persons on "umine relicf was less than
oae-tenth of the numbzr on relief in 1900, Al apprehension of really severe
famine conditicns was relieved on the arrival of the monsoon, Somewhat )ite
in coming and ai first ill-dist:ibuted, it deolared itsell in strength tuwards the
cad of Inly and fiually gave a rainfall sueh as In:tia had not seen for many
years pa:’.  JUis truo that, though the nionsonr relicved the immediate actual
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searcity, it did little to reduce the prevailing and videspread stringenoy due to
high prices, which has caused and is still causing groat distress to all olasees on
fixed wages and fixed incomes. We have witnessed the inevilable reaction in
strikes and threatened sirikes throvghout the country ; the temporary provision
made in the shape of allowances to lower paid Government servants has already
added seriousli to our expenditure, and both (he Tmperial and I'iovincial
Governmonts have had to includo in the figures for the coming year large
provision for the revision of their subordinate establishments. But if many
of the poorer olaeses were sufforing from the stress of prices, tho general eco-
nomio conditions were undoubtedly favou:able to trade. With the gradmal
improvement in freightage and traffio facilities both imports and exports have
incrensed. There has been a mar'ied improvewent in the balanoe of trade in
favour of Indin. That balance in the first nine months of the ‘year amounted
to 81 orores as agrinst 84 in the previoug year, and .2 adverse balance of 6 crores
in 1917, A further proof of the growing prosperity, and a olear evidence of
the extent to which India has aconumulated capital during the war, was efforded
by the remarkablo growth of company flotations during the year. We may tako
somewhat divergent views of sowme aspeots .of this extonsive flotation of
capital issues ; for the present { only =dduce it as encouraging evidence of
India’s increased interestin the economio nse of money and hor obvious ability

to finance an era of industrial expansion.

“Up to this point, with the excoption of the stiain cadsed by the Afghan
war and the internal pressure of high prices, the fuancial history of the year
has presented no unusual features, There is, however, another side to the
narrative of more peculiar intercst to-day, and one with which I koow the
Council will wish that I should deal in some detail : I mean tho history of
currency aud exchange during the year. We fortuiiatoly had no such violent
ourrency orisis as that which Iord Meston desoribed so graplically last year.
Though we have used up the great bulk of the bullion seaured fo us by
the Pittman Aot, and whioh saved us from inconvertibility last year, we have
now a reasonably stiong holding of silver coin. .In Qoiober it stood at 85
orores, the highest since 1916 ; it stands to-day at over 48 crores. Strong as
our holdings are, we shall not be in calm water till we can be assured of laying
our hands on fresh supplics to replenish the gradual process of absorptirn now
taking place—a cifficult matter in the present state of the woild’s markets.
‘We have, therefore, rcluctantly been obliged to retain the restriciions on the.free
encashment of notes at onr distriot Lreasurias} and t» maintain the oheck on the
movemeént of silver by train. But if the silver position hes not ocaused us any
greatanxiety, the movement of exchange has heen of engressing interest during
the year, Lord Meston explained last year how the rize in exchange followed
the breaking away of silvor from its pre-war level. That proccss has contioued,
and the further changes which have been made in the rates for Council drafts
bave =3 ofore been diotated Iy the throat of a heavy loss on coinage and the
danger to our silver currency caused by the preminm on the :xpoit of rupees.

"0 c'osing fortuight of the last financial year introduccd a new faotor into

. the prihlem, ‘which bas rapidly grown to dominate evocy other feature, In
Maroh lust official support of Lo American cichange with England was with-
drawn: tho dollar ¢ .change, wei-hted down by the indobtedress f Eurcpe and
the baluace oftrade - ainsther, commenced (o fall; and the Awr :rican price of
silver crased {0 be the ono dominatieg factor i detrrmining the rupee sterling
exohaage. Therate at which Tadia could asquire silver = . coirige no longer
deprnded solciy on the price of silver in doliarg, but was adversely uffectod by
" iho swaller number of dojlars that conld bo obtained i tho pound sterling.
Moreover, the rising price of silver itself received a ~ew ‘impetus early
in the current year, thvongh the removal in May of control in America.
The lowor exchango value in Asaciica of the pound stecling, 2nd tbe rapid rise
in the prios of silver in American cu.-voney, necessarily entailed the raising of
the exchane: value of the rupeo, if we were vl o see oursilvy . coins smuggled
out of the .onntry and ¢ :* curreney notes made inconvertit. - In May tha
rate for Coupcil drafts, which had remaincd stationary at s. 6d. for over o year,
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advanced to 1s. Rd. and this was followed by further rises till in Decomber the
rate stood at 2s. 4d. :

~ “To counternct as far as possible inconvenionse to trade from the instabi-
lity of cxchange, Couuncil and sterling-drafts have boeu offered for sale as freely
a8 our resources in India or at home, as tho case may be, have pormitted.
During the first nine mouths of the year the demand for Councils parsisted
with varying degrees of urgency, until January when a complete reversal
of the position occurred. The Currenoy Committeo had just completed
their sittings and their conclusious were awaited. 'Tho oxport trade at
tha time was. not urgently calling for finance, and the uncortsinty as to
the future led a number of remitters to take advantage of the 2s. 4d. rate
then prevailing. A demand for sterling drafts arose and during Jauuary
Revarss Councils to the extent of &} million wore sold, 'This recital
of the chaiges whivh the yvar 1019 ~ has .witnesscd in the exchange
value of the rupoe brings me to a consideration of the new orientation which
has recently been.given to our polioy, with tho accoptance by the Secretary
of State of the recommendations of tte Iadian Ourrenoy Committee.
We have accepted without gualifioaiion the Committee’s conclusions, which
are substantially on the lines which we oursclves recommended in OctoLer
last. It is possible that the Secrotary of State’s deoisions on certain of the
Oommitted’s . reccommendatious may be the subject of disonssion or legisla-
tion in this Council. For the present, I will merely indicate the two out-
standing features of the Qommittes's reoommendations ; these are, firstly, the
linking of tho rnpes to gold, and secondly, the adoplion of a ratic therefor
equivalent to one-tenth of the gold contents of tha sovercign. '

“QOn tha fiwt point, I think it may fairly boe said that there is a strong
body of opinion that the Committes’s conolusion was inevitable Linked to
sterling, tha rupce would share with the latter =l its fluctuations of fortune.
Every rise of prices in sterling-using countrios would inevitablﬁ, by the
mechanical linking of the rupee to the pound, communicate o this country
the same shrinkago in the pnrchasing power of money, and uatil sterlin
regained its yority with gold, India would be suddled with an unstable sn
fluotvating standard ~f value. Wo should continue to share with the Uhnited
Kingdom all tho evils of inflated prices. It would be impossible to give any
definito gold value to the rupee, or to say what amount of silver a rupee”
coult purchase in Amecrica; while restrictions on the wovewments of the
precious metals would have to be continued indcfinitely.

“ As regaris the second -point, the aclual rafe to be adopted for the
ratio between the runee and guld, the matter is more controversial ; and
fears have been expressed in some quarters that the rate of B10 to the gold
content of the sovereign is too high, and may ioflict injury upon our
export tride. I will only emphasise iwo considerationd, bearing on the
choice between a bigh and a low- rate, which seem to me to outweigh all
“others. The first is that, if the high prices now prevailing in most foreign
countries are to be brought into relation with Indian prices on an exchange
basis for the rupee at anything approaching the cld l:vel of 1. 4d., then the
conasquences to the p:ple of this country would belittle short of disastrons ;
the present level of interns! prices would be stercotyped, or, as is more
probable, would advance to heights even now unthcught of, ‘the intorests of
the maty illions of consumers in India, whoso margin of subsistenca is at
the best none oo large, must come before those of any other class. Seuondly, a
return to @ low exchange would very scriously imveril all chance of merintaining
the convertibility of the note issue.  If the rupee woro linked on to gold ap a
rate of 15 rupess to the guld -~ontent of & sovernign, it would he impossible to
maintain our silszx enrrenoy unless the vrice of silver in Ainerica remained
below 92 cents.- At 10rupees o the sovereign we can purchac: silver and
cuin rupees therofrom up to an American price of 138 cenis, which is well
ahove the melting poirt of the currency of almost every other country.

“ Jnfortunately.(and Tcome now to the fact which will be most prominent
in the minde of Coupeil and the public to-day in this cunnection !:2cause the
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result of the working of these thoories is, porhaps, of more interost than the
nctual theories themselves), at about the time that the Report was published
tho dollar-slerling cxchange, which had already fallen heavily, look a further
downward plunge.  In these circumstances, the linking of the rupee td gold
ncceuanrily caused its exchange value as expressed in sterling to rise by several
pence. The demand for roverse Uounoils became unprecedentedly great and
tha ¢xchango markets conld have absorbed cousidernbly moro than the £11
million of reversc Counciis whioh we sold during February. This fact reculted
in & considerudle divergence hetweeu the gold rate at whioh, following the
Currensy Committes's polioy, we have besn solling roverse Councils and the
actnal markot rate. Speculators and profiteers have not boen slow to take
advantage of the situaiion. - Thoe effect of the heavy remittances mads, nocom-
panied by a sudden attempt to realise assets, was sensibly to tighten money.
The present situation is one tha! requires caution in handling, and we have
been 1n dontinuous comwmunioation with the Secretary of State 1 the matter, .
'The geueral lines of the logislative measures which with the sanction of the
Oouncil we propose to take, have heen explaimed in a jublic announcement
made on Ifchruary the 23rd. = 'The object of these measures is to provide for
tho oontinued sale of reverse Couneils with the 1iinimum embarrassinent to the
market through the withdrawal of funds, and I do not think I nced say any
more oa the subjeot on the present occasion. But I must add & warning that a
prolonged continuance of the,present conditions would inevitably react upon
our whole ways and moansprogramme for uext year, whioh is now, by reason
of its very magnitude, far more dependent than formerly upon Indian money
conditions. ,

“This account of the course of exchange, and of the measures
which bave now beeu taken to adjust our polioy to the changed -conditious of
the time, brings me to a mattc: which is of censiilerable imp: rtanco in dealing
wvith our revised estimates and our budget antioipations, and to which I must
devole sor:a esplanation. Our accounts have throughout tho year continued
to be kept 0. & 1s. 4d. basis and the Secretary of State has decided that, for :
the purposo of this Financial Bfatcment, the couversion of rupees into
sterling aud vioe versd should be effected at the old level. This results in a
number of complications, particularly ~s regards our capital and remittanes .
transaotions, to which I shall refor in due course. In order that the Oouneil
may judge of the aspect of our budget on the 2s. hasis, which the Secrotary -
of Btate has decidcd to adopt for all ouraccounts and statistics with effest from
the 1st April noxt, I have had & segarate statement prepared showing the
budget estimates of evenue aud expenditure for the noxt year as recast on the
new basis.  The matter with which I am 1wore immediately conoerned is the
method by which wo prcpose in tho revised and budget estimaics to treat our
gdin by exchange. We estimate that duving the ourrent yoar the not gain, that
is, the gain after deducting the loss on rupeo coinage and on gold purchases,
‘ac<uisitions and sales, will amount fo 2111} crores.

* « Now it will be at once obvious to 1Ton’ble Membars that in this “ gain "
thera is a great cloment of artificiality, and that it woull not bhe correct to
assume that whenever our sccounts show a gain on exchange, this represents
a real accretion to our rescurces, for the so-called gain we obtain every iimo
wo transfe. a millon pounds to the Home Treasury is liable to boe turned into
u loss if the amount has to be retvaneforred to India., There are, howevar,
oertain of our vperations, the cxchangs gain in respeet of ~ 'dch we are entitled
to regard as rcal and permanent. Most of our eapital outlay cn railways
cousists of .*e purchase of machinory and stores in Furopo or Amorica. We
have :ccidcd therefors, in view of the large sums involved, that our capital
.accounts should : roperly yeb te bencfit of tiis higher rate of oxchange pre-
vailing. Accordingly, vat of our total gains by exchanga of R11} crores in
‘e ourrent year, R74 orores will be ciodited to the railway, irvigalion and.
Dolhi capital aceoun! -

© “IPhore remaing, then, R4} crc:cs to io dealt with, and whea conside-
ing huw this ghonld be i-catel we are et by another fact of capital
importar: o, Mo definito abandonment for icoounts purposes of the ie dd,
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vato, and tho adoption therefor of a rate of 2s. to the rupee, will result in our
accounts showing, what after 1l is merely an accomplished [not, & scrious
capital loss on our sierling holdings, more partiowlarly on those which form
the sterling portion of the Paper Curicncy Reserve. Without enlering here

* into the details on whiohk the caloulation is based, I may say that the deficiency
in our Paper Cuirenoy Reserve,. assuming & revaluation on a 3s. basis, may
ultimately amount to nearly 240 crores.

“I wish to emphasize very strongly that the making up of this deficienoy is
not a matter which can be postponed indefinitely, or can be regarded as uf theoe
retical rather than of practical 1mportance. Quite apart from any question us
to our legal responsibilities undor the Paper Currency Act, the oirculation of
our currency notes rests ultimately upon public confidenoe, and we cannot
contemplate with equanimity a position in which the amount of the securities
held in the Roserve is patcently insufficient to cover the circulation. The

-importance of adopting speedy measures to supply this defloiency is obvious ;
itis equally obvions tbat this object should bave the first call .upon the
gain by vxchange, seeing that they, are both due to ono and the same cause.
After consnltation with the Secretary of Btate, wt bave decided to earmark
the residue of the current year's exchango gain, amounting to R4} crores, for
meeting this detlciency.

«Thave now finished with the greater part of the techvioal matter and I
cua come to an account of our actual incomings and outgoings.

“I will first deal with the ordinary heads of revenuc and oxpenditnre. In
framing his estimate of revenuc fortho current year, Lord Meston was faced
with a very ohscure sitiation; but he took an optimistic view; and
events have justified his optimism. Both Railways and Customs show a
response to the imgrovcd eoonornin conditions of the year; snd-.inoome-tax bhas
also exceelled our budget expectations. The et result will be that our Imperial
revenue will be 1,35} crorcs against an estimated total of 1,20} orores.
Our ordinery heads of expenditure (excluding for the momeont the Military
Services) will show a nearly ~orresponding excess. - Taking the whole ordinary
expenditure (excluding Military) the total will amount to 169 crores against
an anticipated total of R84 crores: and the position as betwsen revenuo
and expenditure is r great tribute to the acouracy of the estimates prepared
last year by Tord Meston and Kr, oward. Itis when we come to tnke
count of the figures of Military expeurdituro that the result assuines an  aspect
entirely contrary to their anticipations, © They expected a suvplus of
£600,000; I bave to announce a deficit of £143 million. The DBudget
. provided for a total A'ilitary cxpenditure of £41} million, which iveluded
£83 million rerresenting the current year’s instalment of the additional war
contribution. In respeot of this last item we will actually pay only £1} million;
on {he other hand, the Afshan war and the Fronticr operations aro estimated
to bave cost us £144 million, while the ordinary military expenditure shows
an excess of £8% million, tie net resuit boing an vxcess of no less than £153
million. Tbat .s a result for which, I know, the Couucil wiil to somo exteat
be prepared, but which noverthelcss requires some justification.

“In presenting the Military estimates f v the curront year, it was assumed
that the year 1919-20 would be one of demobilisation. Unfortunately, as the
Council are well aware, this anticiration has not been realised. We wers
compelled mot oniy to postpone the disbandment of consider-ble hodiva of
additional troops which were raised in Iz in 1918, bat also to adopt very
expedient which econemiser human hfe at ‘the expanse of :nechanical contri-
vances and which makesdit:: more comfortable on field service. High 1.ices
ruled everywhere aud theso alfected 5ot only the cost of material hut the cost of
our Indian recruits, including followers. But the expenditure was unavoidable;
when it is a question of war, purcly fin' ncial considerations mnst nece -arily give
way, Somuch for opr direct exgonditure on the Frontier op.ratious; but_apart
from this the genoral:military expenditurs in the curren! -ar isasl lave said
estimaied to excoed the specific provision in the, budget Ly £8} million. The
occurrence of this excess ex’pcnr}ilure, in addition o the direet Jiahilities of the
Frontiar operations, has angaged our aunxious attention for somo time past, and
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in November last, & Sub-Committeo of the Ixccutive Counoil was appointed to
investigate the causes contributing to the excess demand. In the result, while
steps were taken to unforce every practicable economy, extra expenditure to
tho amount now stated has been found to be inevitable. The d:lailed figures
will be found in tho Financial Statemeni ; tho excoss is explained partly by tho
cost of the war gratuitics and by the incroase in the pay of personnel ; partly
the oxccution of itcms, ahead of programme, which, though adjustable
for aocounting rcasons against the ordiuary ostimates, aro wore or less
directly attributable to the Afghan war. To shorf, regrettable as the excess of
ordinary military expenditure may bave been, it wesohligatory, and much of it
is of a kind whioh will be of permanent value.

“B80 wuch for the details of revenne and expenditurs, leading up to our
doficit of £14} million. But the financinl history of the current year is not
yot quite complete, for I must refer briefly to the manuer in which we have
financed ourselves during the year, & question dealt with in that portion of our
badget known as-the Ways and Moeans section. I do notthink I need enter
into groat detzil here. Ono fact I may state by way of preface. We now.
no longer suffer from the diffioulties which cansed so much embarrasswent to
Sir William Meyer and Lord Meston, by the fact that so much of our
cash Dbalances wore locked up in T.ondon. It has now become possible for
the Secrctary of State to retransfc- his surplus balances to us by means
‘of remittances of gold; and the dificullics of the future are likely to
arise not from the locele of our resources but from iheir aviowni. Neglect-
in7 for the present the Secretary of State's transactions, we have had
to provide finanoy in India for 120 orores. Allowing for receipts of gold and
from reversc Council Bills, amounting together to 80 orores, wo have had to
find 50 crores by other means. It is the w:thod by whick this sum has been

rovided which will interest the Qounecil. Our rupee loan realised 21} crores.
We made no attempt on this occasion to repeat the special propaganda
associated with the two war loans; we had in 1917 and 1818 Aipp. 4 heavily
into the pookets of the investing publiv; acd in the present ycar we had,
corapeting with us, & very large number of new Compa-y issnes. Iho result
of our loan therefore is, as I think the Qounocil will agres, of hopoful augury for
the future. ' ,

*Leaving on one side, as of minor account, tho figurcs of cash certi- -
floates and savings ban': doposits, I come to & source of finance which has
become of incroasing importance—if oceasionally aiso of some anxiety to us-—
our Treasury Bills.  Lord Meston entertained the Lops of being able, du.ving the
courso of 1918-20, to reduce ¢ ir tressury bili ouistandings by aliout £42 croros.
I'hése hopes were defeated by the large outgoings due to the Afy .au war and the
frontier operations, which had to be financed wainly by fresh sales of bills; the
extent to which this was necessary will bo gathered from the fact that ot
one period in Octohor our outstandings had grown from 494 crores on Aptil
gt to no less than 68 crores. In Scptember our treasury positicu was one
of particular difficulty «und, I “*now, was viewed with anxioty by My, Howard.
There were heavy maiurities of bills to meet, and very high military issues,
while the Becretuiy of State was drawing on us for Counocils al the rate of
about s crore a week. Tho proceeds of the loan were speedily exhausted, and
¢ar bl aces remained so low that all possible sources of ssistancs had to he
exploited. T the first place, as in the precciing yoar, the Presidency Banks
wero able to come to our help, and, all told, their advanocs to us amounted to
18} crorss. Scocudly, wo wrre obligzed to obtain from the MYouncil legal anthority
to inorease our :iduciary issue. of notes »y 20 oroves. : '

“ {n Decembes (2 month in which littlo revenno is collected and wheu our
tfeasury balances aro at tho best of times alwova low) we had no Iuss than
264 orcves of treasury bill matue'ties to meot, Dering December it scemed
fom day to day that we shou’l have to full back on our increased powers of
note {mue, but events happily took a more [avowrable turny we wera nof
driven to that final extrewity, avd we nwnaged to turn the . mor {ill, at
the beginning of January, our re.onue began to come in. Jinco then
our vosition has been one of comparative case; and wo snticipate  that
we “hall be able 1) redues our treesury bill outstandings by the end of the



1052 FINANCIAT STATEMUENT FOR 1920-21. |
[ M. W. M. Hailey. | [1sr Manen, 1920.]

year fo vhe figurs at which they stood at tho begiuning of April last, while
the whole of the ways and means advances will have heen repaid to the
Prosidency Banks.

“But we have been sailing very near the wind, »nd the moral is obvious,
Anything appoaching 50 crores of treasury Dbill ouistandings, io say
uoihing of the 8 crores reached in October lost, is a dangerous amount
of foating debt for India to dary. Wemust do all inour power fo
reduce our floating debt to more manageable proportions. Tn so far as this is
not effected by funding in our long term loans, we must aisn at utilising any
sarplus, arising from our .ordinary rcveuues, to strengthen vur ways and
means position and to make us less dependent on the particular form of finance
with which I have been dealing.

“B80 much for the history of the year that is ending ; I now turn to the
budget for the coming year. I donot propose to trouble the Qouncil with many
details of our anticipations nnder the various heads of revenue and expenditure,
Droadly speaking, these are_based upon flo 2:clief that thers will be no sect-
back in geaneral presperity and that our revenues will coitinne to show that
same oxpansion which has been exbibited in the vurrent year.

- As regard Customs we are budgeting for R23§ crores, representing aa
inorcase of over '3 crores on the expeofed revenue of the current year.
Under Railways we have taken an increase of R4 crores over the R80
crores budgetoed for the currént year. As rogards the gains from exchange,
I will coufess at onco that it is diffisult to frame a réliable estimate of
what this figure is likely to be next year; on the best estimate we arc able
to frame, our tofal gain during the year will amount to. about R30# crores.
Of this amount R12} croves will be oredited to our capital "accounts; wo
propose to exrmark R12 crores towards meeting the deficiency in the Paper
Ourrency Reserve, leaving B8 crores to be crodited to our revenue acconnt.

“If theso anticipations be realised, our total Tmperial revenue will be £92}
million' ('%1,86% crorea{. The estimato assumcs the discontinuance of the
Excess Profits Duty wwhich was imposed asa {imporary measure in Mar.h
last. .

“On the oxpenditure side, there is liitle to bring to-the motice of Council.
Altogether our expenditure under the ordinary heads is expectrd in the
aggregate to exceed that of the current year by 03 willions. The most
importent item, howover, if of course our military expeaditure. We aie
cntering a total figuro of £40 million, as against £41} million in the currcnt
year's budget anl the £57 million which we are expecting will actually be
incurred ; but I would ask the Oouncil to bear in mind that whereas out of our
figure of £414 million last year only £32} million was meant to be available for
the etfective service of the army, our figare for next year gives 288} million as
soavailable. ‘The question of military expendiiu:c for the coming year he
caused us no Joss anxious consideration than tiu of the excess expenditine
during the year drawing {0 « closs. 'The matter is heing specially examined
by ‘the Bub-Committee of His Fxvelleacy the Viceroy's Cuunail, to which rofer-
er-e has already beca mads, and the problem with which they have fo deal i
one of wuusual difienlty. Bt [ may say ab onco that, if India is to waiatain in
an eliicient state anarmy of the strength required fur the adequate defence of hor
frontiers, the cost of the military services will in future be muchin axcess of the
sum which we Lave been acoustomed to allot in our budget for this purposs. We
obvivusly canuot revert to tho pre-warstanard of equipment, sincs it would be
neithet right nor humane to deny to our soldiers the advantage which an
impruved egnipment ensures, aad tie noy equiptuent iy extremely expunsive
hoth in ivitinl cost and cost of maintenance. 1 can give the Council a
guarzitee that the very full data collected by the Army authoritieshave boen
exbaustively sorutinised ; overy feasible ecor nmy has boen effeoizd, and the
provision of £40 :uillion is the loast which can safuly bo inserted (1 {he
Budget.

“T have given the major details both of revenue and oxpenditure; and -I
row conte to tbo net rusult; and it is tho net result which wi}Il alier all have
most interest for the Uouncil this wmornirg. The nct result is that we
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antioipate a fotal expenditure of £90f million resalting in a surplus
of £2 million. This is somowhat higher than that for which we
usually budget, but if I bave carried the Uouncil with mas in the remarks I
made just now regarding the grave necessity for ke:ping down our fleating
dobt, it will apprecinto our reason for going soraewhat beyond tho usual figuve.
But what the gounoil will also desire to know most, is whether we hope to attain
this surplus without inoreasod taxation ; and I will not keep them in suspense on
tha subjoet.

“In only one direction do wo propose to modify our present-scalo of
taxes. The present super-tax on tha undivided. profits of companies
and firms has becn the subject of cousiderable orificism in the past.
In the speoch which he mads last year on the Excess Profits Duty
Bill Tord Meston gave on behalf of .Goverriment an undertaking that
the question of so rcadjusting our taxation on incomes as to meet theso
objections. wounld be considered as soon as the excess profits duty ceased
to be levicd. Thattime has now arrived. On the best estimate we have
beon able to frame we conclude that, if we relieve the undivided profils
of companies and firms of the super-tax at grcseut imposed, which runs up to
3 annas in the rupee, we shall lose about 11,76 lakhs. Wo therefore propose
to replace this by a new formn of super-tax, which will be assessed at the flat cato
of 1 anna :a the rupee upon tho total income of each company in excessy of
R50,000. The new auper-tax on companies is estimated to bring usin about
R4+ lakhs moro than we lose. We should have been glad of course to have
utilised this surplus in regrading tho lower stages of the ordinary income-tax
in order to relisve the poorer taxpayer and to make the stages more symmeivi-
c1l.  But we have felt it unsafe to do so at prosent in view of the neccessity, -
to which I have already referrod, of making provision for meuting our tempor- *
ary debt and short term liabilities )

“I have one more explanation to zive in connection with tho estimates of
revonue and expenditurs, and it is an important one. Both in our revised esti-
mates and our bud;et for tho coming year provision has been made for the
paymeni of cerfain portions of India’s further contribution towards the ocost of
the war offered to His Majesty's Government in pursuanocs of the Resolution
passed in this Counail in September 19018. T!ess entries have besn made only
provisionally, since the Resslution contained a reservation that the offer of thia
further contribution should be subject to the conditions and safeguards indicated
in Sir William Meyer’s speach. Those coudilions were that the paywment wor!d.
be reconsidered in the event of two contingoncies ocourring,—fistly, our
haviug to fight on our own frontiszs azd to inour largo expenditure . that
conueotion, and secondly, onr being faced with serious financial burdens in
othor respects such as a famiue or g.eat currency orisis. ‘The COouneil
will probally agres with me that the second. sonlingsncy has not arisen.
But the expenditure of about £15 mil'ion involved by the Afghan war and
frontice operations of 1910 olearly makes the first .condition ocperative.
Whether we should star! on that condition, ir should agres ‘o waive it, w! iy
or iu part, is & matter which must bo left to the verdict of the Ton-official
Mombers of the Council. There are con. derations of weight on both sides.
1 will not atiempt to balance i'esc hero, but inovder to provide Houvurable
Members with tha matorial necessa v for forming an opinion on the meuils of
the vase, I have appended o the Financial Statement a speoial note on tho
subject, in which I havp endeavournd to stato iinpaclially the financial aspests
of e case. ,

“I will now deal with the demands which we antizipate will fall on onr
cash resou. oes during the coming vear. “he most important item is ove capital
outlay on railways, irrigation and Delli. We L 1o o continue *":6 progressivo
railway policy Initiated last year and are budgetiig for a railway capital* ,
cexpenditvre of £18 million in Dungiand and 43 crores in India a3 coinpaved
with the £18 milllsu in Bngland .nd il in India budgeled for the surrent
vear. Yor irrigation we avo hudgeting for £680,000, which is nii thet ti..
Public Works i)cpn.rtmnnt can -pend nalil some of the l:o» new projocts now
began or under contemplation cuach & more develeped .lago, For Di'li we
are cnbering £809,000, which is however reduced to £786,00), by a evedit for
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gain on exchange. Anothor very important item is tha entry of £13 million
for discharge of debt. From 1620 onwards our vavious series of War Bonds,
issued in 1917 and 1918, will mature, and for soma years Lheir repayment will
make a sovere call on our resources ; on August 15ih next we have tofind over
19 crores for this purpose. o ‘
“ Next, we hope to apply 9 crores in making up the deficiency in the Pape?
Currency Reservo ; and finally, we have to meet heavy iirawings by tho provinces
" on their balances amounting to over b} orores, largely requived to finanoce
inoreases in the ]pay of subordinate estallishments. Altogether, then, we
buve to meet liabilities amounting to £38} wmillion. This is a heuvy
liability, and our power to incur the capital outlay proposed will depend
to ‘a large extent on the moasure to whioh we can count on obtaining
money through ourrupesloan, We assume, for the prosont, that the Indian public
will be prepaved to take up our loan with something of the freedom shown in
. the ourrent year and have felt justified in taking a figuce of 15 crores, Should
we be disappointed in this, we shall ba obliged, however reluctantly, to curtail
our oapital programme. With the rowmainder of tl:e details making up the
total of £38} millions I need not now trouble Counnil.

“I have now sumwarised the revenuo and oxpenditwre and the
ways and means forecasts for the coming year; and I can oouclude
a parrativo which [ am afraid must have already proved too long for
the patience of many hére, But before I do s0, I must sllude to one
finaucial consideration of engrossing interest t~ most membera of this Counoil.
I promised & week ago a statement regarding the extint of thojirances
which will be at the disposal of the reformed governments under the new
classification of accouuts. The Joint Report of 1918 anticipated an Tmperial
delicit of 183 crores, that deflcit being made up by contributions from the
provinces. This would have left the provinces in the agcregale with a net
surpius of about 2 crores. After comsidering ihie effeot of the present
budget 23-arranged on a 2 shilling "basis, we now feel justified in assuming
for the present s reduction of the Impe:ial deficit to 8 ororcs, and wo lave
provisionally indicated this figure to Lord Meston’s Oommittes on Financi~l
Relations es the basia of their inquiry into the apportionment of contributicas.
We have further i-:dicated that we proposs to assume the liability for
oxtinguishing these contributions within & measurable time. The rosnlt
will be that, adopting the figures of the provincial budgets for next yeer, as ab
present known fo us, the Local Governments will be 11 ciores o year better
off than under the prcsent division of rcvenues hetween the Government
of India and thomselves, ' :

- “Tot me now add a few words as to our geiieral position, in the Fresentanﬂ
immediate foture. It would indecd have been a gratefu! tasic had I heen able,
i.i ; cesenting to ko Council the revised estim:tes of the presanl year, lo axhibit
aresult more in keeping with the anticipations expressed by Siord Meston an the
1st March 'ast yesr, But if the Afghan war has involved us in a beavy deficit,
the picturn is not entirely devoid of brighter fzaturcs, Our revonue has more
than fulfiiled the expeclatious formed last March ; our silver reserves stand
rea~onably high; avil we have managed to inance ourselves up to tho present
without utilising the power fslen last Sept: ber fo i.cressd” the fduciary
note issue.© For the eoming year we take, and sxperience shows that we aro
justificd in faking, an optimistic view of ilie ywowth of our major revenue

eads. Our estimto of expeaditure is of courso dominated by the high figure
which we have leen obliged to insert on the Miliiary acoount, but we hope
to finauce {10 inereared demends un our resourcos, toth civil and military,
without any additioual Lurdeca to the couniry other than that iuvolvud in the
rearrangemont of the siper-tax to which I have alrcady alluded. On tho
capital side we contemplate a liberal railway prograinmae; and we look forward
to 150eiing 110 repa traont of the 19 crores of War Bonds which fall due in
August next, Lot :08 again cmpbasise the fact thal this yrograriie can only
be realised if Tndiagives a lihoral response to our rupee lnan n the couing
year, : : )
4 “2s for the future, the revenues of India aresteadily and suroly oxpanding ;
and their expansion affords a guarantee, in my ovinion, of their adequacy to
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meot sach problems of develspment as jwmediately confront the administration of
the oonntry. Qur pre-occupations lie rathor in the provision of ways and rieans to
meet our capital liabilities. Our outstanding liabilitios are not light; we ave still
oarrying nearly 50 orores of Treasury Bills; and betweon 1921 and 1828. we havo to
mest 72 orores of short torm securitics, Meauwhile, « ur railways will not cease to
demand fresh provision of capital money and we have henavy irrigation projects in
viesw. The solution of the prollems of the future depends thercfore on the growing
accumulation of capital wealth in Indis, and the interest which the Indian i:oney
market evinces in our Joan issues. We hud evidence durivg the war of what ‘udia
could invest under the inspiration of patriotic motives; the respouse to our last year’s
issue afford.d a proof that business India accepted our loan as a sound and profituble
security.  With such proofs befors us, and in the belief that the social aud material
devclopment of the conntry will carry with it an inoreased sense of responsibility for
the economio use of its expanding resources, we need not hesitate to look ou the future
with a full measure of confidence and trust.” '

—

Narrative of the Finarice Member

INTRODUCING TUE

FINANCIAL STATEMENT FOR 1920-21.

Introductory.

“ The procedurs for dealing in Council with the Finaucial Statement will be the
same as in the past two years. A general debate upon it will take place on ‘he 6th
instant ; the detailed discussion will follow, ending on the 18th and I hope that
the Budget will be presented in its final form omthe :2nd. In. this narrative
desoribing the financial events of the cwrent year, and our proposals for the next

ear, 1 cannot do better than follow ihe §eneml sequence and arrangement adopfed
by my distinguished predecessor. A full explanation of the details of revenue and
expenditure under the various heads will be found in the Seorctary’s Memorandum
which will as ususl be laid before Hon'ble Members.

SECTION I.—THE YEAR 1919.20.

A.—General characteristics.

«9, In dealing with the financial year 1918-19 Tord Meston pointed out that the Gerersl chs actec
.l X e . . . of the yesr 2019-20,

year fell into two sharply divided periods, and described the change which came
over business and financial conditions generally en the sudden collapse of the German
resistance in Novemier i918. The financial year with which we have now to dcal
Jas witnessed the conclusion of the major peace negotiatic.s, the  ratification of the
peace lreaties with Genmnany and Austria, and the inaugvration of tht great
conception, the League of Nations, on the success or faitnie of which so much of
the future of civilisation depends. But, while the other partner nations of »wr
.Empire have been able to demobilise t!..ir armics, ard to make some -Leginning o=
the uphill task of repaising the industrial and economic havoe cansed by four years
of war, here it :udia, though bappily spared from -meany ci the consequerces which
{ho war has brought to the nations of Europe, we have nevertheless had to face
troubles peouliarly our owi. ‘The peace, which for a generation has existed on
our borders, has been broken; and the armies of India retwrned home from
*.ance, Mesopolamia and Palestine orly to find laid .pon them the further task of
defending the soil of Indis -from & threatened im -sion from Alghanistan. “That
pe il averted, they have had to face a proloiged compaign, and jo the most ardupus
wuditions, in reducing the Mahsud ~od Vazir tribes. Nor need I add that tie
¢.fect of theso operations is written large over the financial history of the year, and .
Jag roughiy disti. bed the -nticipations which Lord cxlon felt jistified in making.

«3, But for .his, mv task fo-day owld bave Leen limited to recor!is the Tbe 1820 wmenseon.
histery of o year, nol indeed uneventful, but & “uir Tarvests, of growing reveuues,
and, save for the continuance of high :rices, of generd prosperity. It fell t+ Lord
Meston to record the s.ilure of the 191% wonsoon, with the vesulting scaveity
whioh, although -appily less intense than sad been known on many previous

£ .

r
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occasions of drought, nevertheless affected en” unusuvally wide area.  This year
ae are fortunately able to look hack on & monsoon such as India has not enjoyed
for many years past. It was, it is trme, Jate in declaring itself. The Arabian
Sen current appenrod in the Peninsula at about the normal date, while the Bay current
arrived in Northern India abont a week before the usval time. But up to the
middle of July, both currents were filful and were deflected to an uvusual extent
to the Central Provinces and the adjoining distriets to the east; north-western
India accordingly suffered, and in that part of the country, as those who followed the
movements of our troog; on the frontier know only too well, intense hot weather
conditions prevailed. By the end of the second week in Juiy, however, the monsoon
Vegan to penetrate into Northern India and before the end of the month had spread
over practically the whole avea. Throughout August, it was well above its average
strength, and although jt wenkened considerably in Septcmber, it returned at the end
of the month with a forcc which caused great destruction of life and property in,
Bastern Bengal., It was somewhat fitful in October, hut gave good raiu in November
and December. Altogether ths total monsoon rainfall of the year was 9 per cent. in
excess of the normal. -

“4, Tho failure of the 1918 monsoon, and the widespread epidemio of the antumn,
liad their effect on the spring harvest of 1919, and scarcity conditions continued till
late in the summer. In 1915 famine had been recognized as prevailing in certain
parts of the country; the carly months of 1919 saw faminc declared in four districts in
the Bombay Presidency, three districts in Bihar and Orissa, three districts in the
Central Provinces, one district in each of the Benaeral and Madras Presidencies, three
districts in Flyderabad, and in oertain parts of Central India and Rajputana. The
number of persons on relief of all kinds rose to a maximum in June of 589,685, This

“ figure is less than one-tenth of the maximum number on relicf in 1000, although the

failure of thie monsoon of 1018 w.s certainly no less widespread than that of 18§99.
Bearcity of fodder continued during the greater part of the year in the United
Provinces, the Punjab, Bonbay, Rajputava and Lengal, and the speoial concession
rates for its carrisge by rzil remained in force in tho affected tracts during this
period. Apart from large grants for distribution in affected areas in the
shape of agricultural loans and advances, a sum of }1,00,000 was given to the
Punjab Branch of the Imperial Indian Relicf Fund to assist tho opening of cheap
grain shops in that Province, and grants in 1.licf of local distress aggregating
17,30,500 were made to vavious provinces by the Indian eople’s Famine B’I‘mst. As
the monscon declared itself «onditions improved rapidly towards tHe end of the
year, and at its conclusion all relief operations had practically -ceased.  Fortunately,
the gradual cessation of faminc conditions was not xccompanied by any general
recrudescence of the epidemic of intluenza which ravaged India in the autumn of
1918. Tn certain cities spo:.dic vathriaks ocourred, but they were confincd to specific
lc-alitics, and the epidemic had none of that devastating effect onthe rural cconomy
of the conutry whioh marked its course in 1018,

“5, I wish it were possible for me to vecord that the monsoon ¢ 1919 had
resulted in a marked reduction in the i:igh prices which have brought so much distress
upon the labouring classes and those with fixed incomes. Tho autumn harvest
was good, yet the price of millets, which form tie staple food of the people in
many parts of Jodia, remained sbnormally high;  while in apite of the prospect of o
good whorb crop, and of the fact that exporis ave rigorously restricted, the price
of wheat is still in the ncighbourhood of 8 scors to the rupee. 'The Council
is already awarr of the .cmedial mensures which we have taken in this

_vespeot, and which from time to time have been described by my Hon’hle

COollzagues inthe Revenue and ('ommerce Departinents. I will only offer three
brief vef'netiuns upon this subject, at. once the .wost difficult and the most
avxious i the problems which we have new to face. The first cousideration is an
obvions one-—the effect upon the nublie expeuditure. The burden of high prices
bns been felt in & special dogr &y the large number of low-paid CGovernment
servents, and Loth the Ocutral and Provineial Goveruments, in common with
other employers of lalonr, have been obliged'to give large inereases of pay,
either in the form of »llowances or of a general revision of emoliments. The
process of revising the pay of our establishments slill contihnes and will be res-
ponsible for & Licavy increase of expeuditure in Llic coning year. Secondly, it must
be remembered, 1: was pointed ouw by the Hon'ble Mr, Mant in the infersting
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debate on prices which we had al the September session, that after a scrious
failare of the monsoon it generally takes several years of good harvests hefore
prices approach their former level. Thirdly, and most important of all, there aro
factors in cxistence, oxternal to thbis country, which bave operaled and ave still -
operabing Lo keep prices high, and it is questionable whether, even if there
had been no failwre of the monsoon in 1918, the pricos of many commedities
vould not have risen almost to their preseut hoight. 1 refer to the enormous increase
in world prices, which is the most stuiking cconomic effect of the great war, and has
heen caused, partly hy the iniation of credit and consequent depreciation of
money in the belligerent countries, and patly by the decrease in productive
output resulting from the war. I need not weary the Council with what,
after al), are only economic truisms. It is suflicient to say that, unless India were
shut off frcn &il commercial intercourso with foreign countries, prices herc must
bave been affected by the enormous enhancemcut experienced in the rest of the
world,  Booner or later, it was inevitable that the general decrense in the pur-’
chasing power of money elsewhere should react upo:: the purchasing power of the
rupee. Ishall relnrn to this subject later when discussing the recently published
recommendations of the Indian Exchange and Cnrrency. Committee, whose report
bears witness to the high: importance which they atlached to the necessity for
miligating for the people of India the economic evils which have fallen upon wost
of {he nations of Burope. .

“Q. General trade conditions have been sormewbat unsettled.  ‘Ihe upward Trade and

tendency of exchange during the whole of the year induced caution among niop- Commerce.
chants engaged in foreign trade, while the shorlage of tonnage during the first half
was, generally speaking, aldverse to business. The net rc.ult, however, has Leen a
well-marked increase in {he value of imports and exports of private merchandise,
although it is of course necessary to remcmber that a steady rise in prices of com-
modities imported and exported frequently obscures an actual falling off in the
volumeé of trade. The total value of imports duriug the first nine months of the
year showed an increaso of over R16 crores, or 13 per cent., as compared with the
corresponding period of 1918, and the total exports, including re-exports, increased
Ly TRB3 crores, or 28 per cent. The balance of trade, so far as is shown by the
stalistics of merchandise, treasure, Council Bills and siwilar remiilunces was
164,20 lakhs in favour of Indin as against R5,03 lakhs in 1918, while in the
sawe period of 1917, the barance was against India tothe extent f R5,00 lochs.
In imports, the principal increases in the first ni:ic months of the linancial year
were in engar, iron and steel, minerai oils, wachinery -ad willworks, railway
plant and relling stock, all of which sbow arise of over 112 ororesin value. A heavy
decrease occurred in the import from April fo December of cotton manufactures,
amounting to nearly M1 crores. This inay be partly explained by difficult s in the
export of goods from 1sancashire and partly by reduetion in demand arising from 'he
Leight of pric. 5. Cornditions have however altered in the last few months,which have
witnessed a very marked revival. Tn the export trade, there has been an incrense
in the shipment of all staple acticles, with the exueption of rice and wheat which
have lieen rigidly controlled in view of iic shortage of foodstuffs in india.
The increase of vxports has been parlicalaly marked in the case of raw and
manufactured cotton, hides and skins, both raw and tanned, raw jute, oilscels and teu.
The tonnage availaiic for India’s trade inercased gradually throughout the year.
The first indieat’ ' that the available tonnago sas sufficien. to cope with th: cargoes
that offered ocenrred about Qctober last. During the nine months April to December
1919, thenet tennage of vessels entering porls in British India with cargoes from furcign
countries and Ticitisit possessions amounted to 3,652,440 tons, as asainst 2,730,937
4ons during the correspondi..z period jn 1918, aud the tornage cle -ed during the
same period amounted to ,378,976 tons, as against 3,784,651 Freight rales, which
had drepyed as a resulb of the Armistice, steadied at the opening of the year and
rose gradually -4l Locamber, sinea wmm they have been comevhat casier,

7 During the year it has bre: feund possible Lo freo trade of anumber of the Reabriction o-
vegtriction s imposed during the war ; and in Jul- and Angust Jast all pecial restrie- "% ‘
Lo un tiode with x-enemy couutrics were sericy~d.  All vesbrictions m the expoct
vt hides end skins, rasw jutd, oils and oilseeds and w numiber of other  ticles have also
bern removed,  On the other hand, it has been found neccssary, owing to the
general shorl .ge of foodstuils, to prohil-l the export of a number of food-grains
Srom India.
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“8. An outstanding featwre of the year has been the continuance and exynsion
ol company-promotions. During the eight months April to November 1919, 535
new comgmnics, with an aggregato anthorised capital of nearly 11664 crores, were
registered in Britivh India and Mysore. ‘The number of companies floated during
the correspending period of the previous year wnounted on}_v to 158, with «n
authorised capital of about R6} crorves. Widely different views have been expressed
regarding this remarkable increase in company Jlotations. Many people ragard it as
evidence of our financial strength and of hopetul augnry for a great industrial expan-
sion, Ofhers of more cautions temperament wre inclined to shake their heuds at
what they would desoribe as the prevalent investment mania and predict & severc
renotion, accompanied by finaucial orises, crashes in the share markets aral widespread
loss. ‘There is, I think, rvom for both oplimism and caution. The war has indicated
numerous dircctions in which India can profilably extend her industrial activity.
Our industrics. generally have made large profits during the iast four ycars and
so long as war conditions continued, there was little outlet for their investment;
while the difficulty of obtaining new machinery or expert labour made it. practically
impossible either to start new or to extend enterprises. It is only natural therefore
that the conclusion of the war shonld have heen followed by an extension of capital
issues, and most people will agree. that the readiness with which these have been
subscribed affords encouraging evidence of India's ::hilicy to finance an era of
industrisl cxpansion. There is of course another side to the picture, although
I would deprecate this side being given undue promipence. As in the case of
all- such bhooms, thore is always the danger that, along with a large numb:r of
thoroughly sound and well managed concerns, others are brought into existence
which are of doubtful soundness. That is inevitable; and soomer or later therc will
no doubt be what Americans call a “shake-out’; it would require a greater power
of propheoy than I can pretend to command to estimate its dircction or extent; but
therc is at present no evidence to show that it is likely to be such as to embarsnss
the banks or to shake credit generally. Another disturbing sign is the tendency
to inflate the shares of perfectly sound and well managed companics to an oxtent
‘which i3 not justified by their dividend-earning capacity. In part of course, this
is justifiable by the increase in the actual capital value of the plant, which could not
ruw be replaced at pre-war. prices; lor the rest, it is a speculative movement the
adjustment of which need not necessarily involve any widespread orisis. It is not
2 sound or productive pr.cess; but its net result is a transfer of money rather ‘han.
a destruetion of eapital. . -

B.—Currency and_Exchange.

“9. I now turn io theso particular problems with which it is iny special
function to deal. We fortunately have wot to record a currency crisis such ae
that  grophically described by Lord Meston !:st year. In 1018-19 the total
absorption of silver coin by the public amounted to no less than H43 erorves;
in the current year the absorption u? to the middle of FeLruary has been about
R22 croves. Sep'ember last wvas the first month for two years during which, taking
the whole ol India together, {here was not an actnal outgoing of rupees. The Madras
and Rarzoon ourrency ciroles alone have shown an aggregate net return up to date,
bul there has been a marked curtailment in the #bsorption in the Lahore and Bombay
circlex. T hesitate to d'w the conclusion thab this result indicates an approach to.
saturition, though we may regmd with satisfaction this substantial slackening in
Tndia's demand for silver, coupled as it has ':cen with a very decided diminution
in thie discount at which currcncy notes have cireunlated in the districts. As a result
of the lower absorption, our slocks of rupees steadily increased, until at the end of
Octobrr they reached thei: maxirnunof 3354 crores, the highestsince 1015. Here,
again, it would be premature to argue that this decrcased ahsorpiion indicates thut we
have turned the corner and that our currency troubles2.e over. The inoreasc in our
stocks of rupeos has heen due to the fact thot the output of the mints was at last able
to overtakethe issues. This has been effected, however, at the expense of neing vy a
great deal of our stook of Lullion. As the Council knows, in 1918 we were only
saved from inconverlibility by the passing of the Pittman Act, which enaziled ue to
procurve 200 millisn ounces of silver from the United Stales. The lust consign-
ment of that silv.r arvived in India last swinvier, and until we ean see before us the
prospeet of a vegiiar replenishment of our stochs of silver, whenever necessary, the
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position will not be safe. It is out of the question therefore to contemplate ab present
any return to the free and unrestriotod issuo of rupecs at district treasurics throughout
the country. That is a conclusion which no one will regret-more than Government.
8ir Willian Meyor had done much to extend the facilities for the encashment of
our notes; the maintenance and increase of thoso faeilities is a cardinal principle of
our currency polioy: and nothing hut the practienl impossibility .of obtainin
. ready supplies of silver in the present condition of the world’s markets oul
justify cur maintaining the existing restrictions. '

“10. While, however, there has been nothing sensational to record regarding Riw in eschange
the currency events of the year, evchangs presents a different story. .The history during 1918
of Indian exchange and the establishment o% the gold exchange standard, subsequent
to the dlosii:g of the mints, has always hed a fascination for economic writers and
students. Itseems likely that, when futuve text-books are writlen or present omes
are bronght up to date, the year 1919 .ill, like 1593, stand out as marking the
closs of one well-defined period and the commencement of another. At this time
last year the rate for Oouncil drafts stood al 1s. 6d. per rupec for immediate tele-
graphio transfers. The erd of a stable exchange had, temporacily at least, passed
away, bnt the rise of exchange in its earlier stages gave littieindication of the rapidity
with which exchange was to soar away from its old standards during the year.
Lord Meston explained last year how the rise in exchange followed the breaking
swvay of silver from its pre-war -level. That process hus continued, and the further’
chang:s which have been made in the rates for Qouncil drafts bave as beforc been
dictated by the threat of a heavy loss on coinage and the danger to our silver
carrency esused by the premium on the export of rupess.

* 11, The olosing fortnight of the last financial year introduced & mew factor Depreciation of

into the problem, which few peopls, and certainly not we in India, had had reason *etlivg:

to foresee, and which has rapidly grown to dominate every other feature. On

Maroh the 21st, 1019, official support of the American exchange <with England,

origin!"y introduced asa war measure, was withdrawn, snd the dollar ex-

change, weighted down by the indebtedness of Burops: and the balaucs of

tr:de against her, commenced to fall. Xngland had ceased to be a Iree gold market

and the pound sterling no longer fetched in exchange the 4 dol! ws acd 86 cents which

represent the equivalent of the gold sovercign., From 486 the dollar sterling exchange

dropped to a leve! of ahout 450 at the end of Junme, and then steadily declined in

suceeceding mont' ;3 until new it stands in the neighbowrhood of 240. 'J.‘Ync American

price of silver ceased lherefore 1o be the orn dominatir ; factor in determining the

rupec sterling cxchange. The rate at which India conld acquire silver for coinage no

longer de-ended solely on the price of silver in dollars, bub was adversely affected by

the smaller number of dollara that could be obtained for - the pound sterling. More-

over, the rising price of silver itself rcceived & new impetus e:urly in the current year,

through the removal in May of control in Arerica. 'whe prics of siiver, which then

stood in the neighbourhood of 101 cents per fino ounce, ab :1ce rose by sorua 10 cents

and, stimalated by the firm and long drawn demand of Ctina, continued to riso il . .

it passcl the melfing point of the doliat and stands now at abont 130, Tho lower ex- ot P
change valie in Americ: of the pound sterling, and th: rapid rise in tlic price of silver

" in American currency, nccessarily entailed the raising o% the exchange v uc of the

rupee, if we wero not to see our silver coins smuggled out of tue country and cur

currency notes made inconvertible, In May the vate for Cov-cil diafts, which had

remainc] stationary at 1s. 6d. for o.er a year, advanced to ls. 8d. and this was

followed by further rises of 2. cach'in Aungust, Septeiiber, November and December

till 1':e vate stood at 2s. 44,

%19, These briefly ave the causcs leading to the changes made i the rates ior gt on Exchen
Oouncil drafts - totho time of the iscue of the Currency ommittec’s vepoxt. vinvkets.
C will furn for a moment to the cffeets Jrese changes have had up-u trude. The rals ©
for (‘ouweil drafts necessarily has & censidor:.le dciormining influence on the 1ates - v
at bich exper' wod import transastions ars financed. The vorchase ¢f Ooicils -
cr..ble the Exchango Banks to Lrausfer back to India the funds which otherwise
wo. Il accumulate in Bugland owing to the heavy excess in 5 amal years of exports
over imports.  An alternative method of co {ransferrieg funds is afiorded by the
imzort of gold and silver, During ‘e greater part of the cuivent year the embargo
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on the import of silver has remained in force. The import of gold has, however,
been permitted, subject to acquisition by Clovernment at rates notified from fime to
time, which were .ultimately based oun the rates adopted for Council drafts; and
since June Jast, when the embargo on the cxport of gold from America was
removed, the banks have to some extent availed themselves of this method of
putting themselves in funds in JIndia. But, whether funds are transferred by the
Furchnse of Council drafts or by the import of gold, the rate at which monsy can be
aid down in India, and consequently the ratc at whiech cxport bills can be bought
and oubward remiltances sold, has been largely governcd by the rate for Council
drafts. The variations in these rates, and speeulation as to further probablo variations,
have acoordingly introdnced an elemont of justability into exchange which has at times
bampered the freedom of business operations. Baunks were naturally shy both of
remitting to London, by the purchase of export bills in excess of their sales of sterling,
funds which they might have ¢ re-transfer to India at a higher rate of exchange, and
also, on the other hand, of drawing on their balances in Tondon, by their sales of
sterling in excess of their purchases, toan extent which might necessitate their remit-
ting funds home at & loss, should cxchange fall. Throughout the year therefore their
policy has heen largely that of the “even keel ”; when indications seemed to point
to 8 riso in tho Council rate, they were had buyers of cxport bills, and when the
opposite condition held, bad sellers of slerling.

.18, To counteract as far as possible inconvenience to trade on this account,
Conunoil and sterling drafts have becn offered for sale as freely as our resources in
India or at home, as the cas: may be, have permitted. In April last tho salo of
Couneil drafts, which had for some months been suspcnded, was re-introduced to
meet the demwand aris‘ug from the fact that the export bills calling for finance were
moro than could be covered by the demand for outward remittance. During the first
nino months of the year the demand for Councils persisted with varying degrees of
urgency. In gencral, throughout tha year i rise in exchango tempted out remittinces
and checked hills, thus reducing the demand for Oouncils, until the gradual decline of
the dollar stexling oxchange and the rise in Lue price of silver (suggesting that a further
raisig of the rate for Uouncils was due) had tge roverse cifoct, and mede the demand
for Oonuoils more insistent. This sce-saw motion contir.ned wotil Januvary when a
complelo reversal of the position ocourred. The Ourrency Committee had just
completed their sittings and their conclusions were awaited, ''he expert trade at tho
time was not urgently calling for finance, and the uncertainty as to the fubture led a
nuniber of remitters to take advantage of the 24, 4. rate then prevailing. A demand
for sterling drafts arose and during f anuary Reverso Oouncils to the extent of £6-4
million were eold. ' '

“14. The above recital of the great changes which the year 1019 has witnessed
in the exchange valu: of the rupce brings me to a consideration of the new
o:ientation which has recently been: given to our policy, with the acceptance by the
Secretary of State of the recons.. wlations of the Inditn Owrrency Committee. ‘Lhe
Cornmittee’s report, and the announcement of policy made by the SBecrctary of Stat»
ther -, have been in the hands of the public for the past month. T shall not aitempt
nere any repetition or paraphrase of that portion of the R(;port which describes with
admirable lucidity the issues involved in the problem before the Committee or the
considerations which led them tu 'srmulate their recommend-tions, The Government
vi India have accepted-without cualification the Committoce’s conclusions, which are
substantinily on the lines which we ourselves recommended in October last, aiter
considering the cvents of the preceding few mon!"s. It is possible that the Secretary of
State’s decisions on cortain of the Oominittea’s recommendations may be the subject
of discussion or legislation in this Council. Wer tha present, I will mercly indicato
the two out:tanding features of the Oommitbee’s vecommer 'ations and suggest to
the Courcil a iew brief reflections thereon. These are, firstly, the linking of
the 1upee to gold, and, scoondiy, the ndoptiva of a ratio thercisr equivalent to one-
tenth »f the gold contents of the sovereign,

“16.° Ou the first point, I think it may -fairly be said that thevo is a strong
body of cpinion that the Committer's conclusion was inevitable.  Tho
Tndian currency system has hitherto been based on the axiom that the wnit of
British = rrency, namely, the pound sterling, could at all times purchase the amount,
of gold contained in the sovercign. Dut the unfortunate divergence between
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an
the pound sterliog and the amount of .old confained in the sovereign, which
beeame so0 marked during last summer and has subsequently still further increased,
gave rise to a set of conditions which, in the opinion of most people, has
- rendered it imperative to give to the rupee some foundlation less shifting than {Le
sterling to which it had hitherto heen linked.  Otherwise, by in-xorable natural laws,
results of serious consequenve to this country might ensue.  Linked to sterling, the’
rupee would share with the Jatter il its fluctuations of fortune. Every rise of pricssin
. sterling-nsing countries would inevitably, by the mechaniocal linking of the rupee to
the pound, communicate to this country the same shrinkage in tho purchasing powcr
of money, and until sterling regained its parity with gold, India would be saddled
¢ With an unstable and fluctuating standard of value. We should conlinue to share
with the United Kingdom all the evils of inflate:] prices. It would be impossible to
givo any definité gold value to the rupee, or to say what amount of silver a rupec
could purchaso in America; while restrictions on the movements of the precious
metals would bhave to be continued indefinitely, “There is no policy that is
without its disadvantages, and it must of conrse be admitted tbat the result of ljnk-
ing the rupee to gold is that the rupec-sterling exchange must fluctuate in the
same manner as does the dollar-sterling e.\:clo'mnge; it cannot be denied that
{his introduces an- uncertain clement into that large portion of the trade of India
which is wiih sterling-using countries. Ncvertheless, we have to look to the intercsts
of the country as a whole rather than to those of tho smallor, though highly important,
sec'ion which is engaged in foreign trade; and we think that there can be no doubi
that tho economic interests of India’s huge population will be better served by giving
the rupee an absolute stabilily in gola’—the ultimate standard™6f value—than by
assigning to it a stability relative to a standard which is itself markedly unstable.

“16. As regards tho actual rale to be adopted for the ratio between the rupee rye aoptea,
end gold, fears have een expressed in soine quarters thas the rate of R10 fo the gold
content of the sovereign is too high, and may inflict inéur'y u on our export tiade.
T will not repeat here the reasons, given in the Qoramittee’s Report, which desided
them not to yield .o the influence of such fears, I will only.emphasise two
considérations, bearing on the choice between a hligh and & low rate, whioli'seem to
me to outweigh all others. The firstis that, il the high prices now yrevailing
in most foreign count:ies are to be brought nto relation with Indian prices on an
oxchange basis for the rupee at anything approaching the old level of 1s 4dd.
then the consequences (o tEe people of this countr{ would bo little short of
digastrous ; the present l:.elof internal prices would be stereotyped, or, as is more
robable, would alvance to heights even now unthought of. The interests of
he many millions of consumers in India, whose margin of subsistenco is af
the best none too large, must come before those of :iny other class. Secondly, a
return to & low exchrnge would very seviously imperil ai! chance of maintaining the
convertibility of "ho note issue. If the rupee wero linked on to gold at a rute of
15 rupees to ihe gold content of a sovereign, it would be impossible to maintain our .
silver ourrency unless the price of silver in America remained. below 92 eeats;
if the rate wero 12 rupees to the sovoreign, the correspording silver parity woula be
116 cents. At 10 rupees to the sovereign we can purchase silverand coin runces
therefrom up lo an Americaa price of 188 cents, which is well above the meliing
‘point of the currenoy of almost avery other country. I need not point the obvious.
iorgl of this important fact. Only one alternetizo has been suggested for staving
oft inconvertibility—-the dchasement of the rupee or the issue 3f a debased two supee
piece. In all the press commer's on the Commiltee's 1cport 1 bave seen nowhere any
suppott of a proposition fraught with such obvious polilical and economic dangers,

“ 1%, Unfortunately, st about the time that the Jurrency Commnittee's Report vas Furi.r  deprecin-
p lished and the announcement ma-'o of the Secretery oi Stale’s acceptance of the m’;{"}i""“ﬁ:}f‘,:“r: y
rain principles underlyiny the Commitice’s recommendations, the dollar-sterling to Lendoo.
exchange, which had slveady fallen heavily, ook a farther dowr.ward plunge. In
#use circumstances, the lirking cf the rupee to gold necessarily. caused its xchange .
valus ag expressed in sterling to rise by several pence.  The :wuch greater amount !
sterling that conld be purhased by a given samber of rapees naduvally providsd a
prent 1ucentive fu people, with accumwated funds in india, 1o remit these te England.
‘The demand for veverse Counc.ls Lucame unprecedentedly great and the exchange
markets could huve absorbed consideranly mave than thie €11 million of reverse

’a
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Councils which we sold during February, This fact resnlted in a considernble diver-
gence hetween tho gold rate at which, following the Cwrrency Committee’s policy,
we have been selling reverse Councils and the actual mavket rate.  Speculators
and profiteers have not been slow to fake advaniage of the situation. "The effect
of the heavy remittances made, accompanied by a sudden attempt to realise assets,
was sensibly to tighten moneg. I ought to point out to the Council that such
monclary slringency us has existed has not heen duc'to any withdawal by Govern-
ment of funds from the market, since the procecds of our enles of reverse Councils:
have up to date remained in the halances of the Presidency Banks. At the same
time a word of caution is called for. The extent to which the. Scerctary of State's
ordinary cash balances can be drawn on to meet reverse Council payments necessailys
has a limit, and for the time being that limit has heen reached. arther sales will be
effected through the medinm of the Paper Currency Rescrve, bub this process
would, in the absence of special measures, ordinarily involve some locking up of funds
withdrawn from the market. Inflation of cwircncy and credit, as most helligerent
countries are now finding to their cost, brings serious consequences in its train,

. but the evils of an unduly rapid deflation may quite casily bLe no Jess serious.

"The present situation is one that requires caution in haudling, and we have heen
in continuous communication with the Secretary of State in the matter. The
general lines of the legislative measures which with the sanction of this Cowncil
we propose to take, have been explained in a public anmmonncement made on February
the -311{. The object of these measures is to provide for tho continued sale of
reverse Councils with the mininum embarrassment to the market through the with-
drawal of funds, and I do not think I need say any more on the subject on the present
occasion, except to give & warning that a_prolonged contiuvance of the present
conditions would inevitably react upon our whole ways and means programme for
next year, which, as the Council will gather when I come to sperk of our iinaicial
operations in the current year, is now, by rcoson of its very magnitude, far more
vependent than formerly v.pon Indinn money conditions.

C.—Gain by Exchange. -

“18. The furezoing account of tho conrse of exehange, and of the measures which
have now been taken to adjust our policy {5 the changed conditions, of the time,
brings me to a matter which is of considera’le importance in dealing with™ our revised
estimates and our budget anticipations, aud to which I must devote some explanation,
if my subsequent remnarks regarding the estimates ara to he intelligible. Lord
Mesten mentionad lu.t year the large credit from gain by exchange which

-arose from the fact that owr accounts were stiil preparcd on the basis of 1s. 4d.

Treaton ot of gains
exchapgr,

-

to tho rupee. That wasat a time when the actual exchange rate was no more
than 1s. 6d. Our accounts have throughont the ycar countinued to be kept on a
1s. 44. basis and the Secretary of Stale has decided !':at,for the purpose of this
Financial Statem:nt, the conversion of rupecs into sterlivg and vige versi should he
eftected at the old level. This results in n number of complications, parti-
culmly as regards our capital and remiitance transactions, to which I shall refer in
due course. There is, however, this advantage in still retaining the ls. 4d. hasis
for the purpose of our revised estimates, namely, that it is possible to compare "heactual
results with the anticipaticns made last year, In crder that the Council may judge
cf the aspect of our hudget on the 2s. basis, which the Secretary of State has decided to
adopt for all our accons:’s and statistics with eifect from the Ist April next, I have
had a scpavate statement prepared (Appendix I) showing the hudget estimates of
revent:: and expenditure for the noxt year as vece.t ou the new basis,

“19. The matter with which T am more immediately concerned is the method Ly
which we propose in the revised and hudget estimated to tecat our gain by exchange.
We estimate that during the current year the gross gain, without taking account of
certain deductions which 1 will explain presently, will ainount to no Jess than R223}
crores, as compared with 3* 13§ crores reslised in 1015-19.  T'wo months ugo indeed it
looked as if the fizure would be very much higher, hut the large sales of reverso
C. neils which have been and are heing made have considerably reduced the
total anticipated for the year,
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“Prom the gross gain of R22} crores have to o deducted certain Josses which
arise from the same cises that have contributed to {he higher exchauge value
of the rapee, sig., a loss of 4} crores on rapec coinage and another of 6} crores
on zold purchases, acquisition and sales, the latter arising from the premium over
sterling parity at which the Becretary of Btate's purchases of gold have been made.
i\{f;er making these deductions, the exchange gain in the currcnt year will stand at

13 crores. :

“20. The first question that :vises about these gains is 'how they actuvally
acorue, what they actually- consisi of,  and how far they represent & real
windfall which we can devote to such objects as we think desirable. Putbing
the malter very broadly, the gain arises over our remittance transactions, zu-jr
its unprecedented amount at the prescnt time is due to ihe fact that we are still
keeping our accounts on a hasis whioh is now out of accordance with actual facts.
‘This will be-clear from a simple example. Every-time that the Secretary of Btate
draws on us, through his sales of Council Bills, L the extent of a million pounds, our
accounts shew that we have paid out in Tndia R150 lakhs, although, in point of
fact, with the rupee-sterling axchange at, say, 24 8d., we have actually paid out
only RT7b lakhs; the remaining R76 lakhs accordingly appears in our accounts as
gein by cxchange.  Per contra, when we are selling reverse Councils, our accounts
will show o credit of R150 lakhs for every miilion sterling we have sold, whereas the
actual paymerts made to us by tha purchasers of the .roverse drafts only amount to
R76 Iakhs, the differcuce being debited as loss on exchange. In asimilar way &
gain or loss, s the case may be, acerues on every other transaction which effects a

transter of fupds from or to India, such as the expenditure which we incur in India ‘\
on behalf of His Majesty's Government and is repaid to us in London, on which there \
is a gain, or the issue of sterling money orders on London, on which our accounts will
suow a loss. - -

“31. It will be obvious therefore to Hon’ble Members that in these gaing "’ Goina from

there is a great clement of artificiality, aud that it would not be correct to assume g;'l‘t‘“‘m‘t’,‘:y
1

that wheaever our r-counts show a gain on exchange, this represents a yea
accretion to our resources, for the so-called. gain "wo obtain every time e
transfor a villion pounds to the Home Treasury is liable to be furned into
a loss if the smonnt lias to bevetransferred to Inin,  In jllustration of this statement,
I need only point to our experience in the last {wo months. Up io the end of Decem- -
ber, the Becrelary of Rtate sold £29 million of Council Bills on India, on which
we :oalised & gain of {1} crorus ; during January and February, wo cxpect to have
sold £16% million of reverse Councils on which we will incur a loss of 12 crores.
"There are, Lowever, certain of owroperatics, the exchange gain in respect of which we
a1 entitled Lo regard as real and permanens. Most of our capital outlay on railways
consists of the purchase of machinery and stores in Burope ur America. TFor cvery
willion pound's oxpended on suoch purchases the actnal cost to the Todian taxpayer s
nuw very consitlerably ess Lhan previously, and it .onld clear{]y not be right to charge
the eapiwal acconnls o our railways with amounts which arve fictitiously 1nflate!, and
have not aciually been spent thereon. We have decided therefore, ia view of the
large swins involved, that our capital accounts should properly get the Lenefit of
the higher rnto of exchange prevailing. Accordingly, out of our total gains by
exohange of R11Z crowes, in the ouwrrent year R7} orores will bo credited 1o the
railway, irvigation - ad Delhi capit-] aceounts. . .

- N

«92. Thore tenains, then, R4} erovestole dealt with, and when considering how Deticioney a1 joar

this should be freated we :.ve met by another fe:t of capital importance. The driinjte L1y Reserve.
“andcament for nceounts purposes of the 1s. :d. rate, and th adoption therc"r of a

rety of 22, Lo the rupee, \\-*i[ll result in our acconnts ghawing, what af’ v all is merely
an a~complished fact, @ serious capital less on our sterling holdings, more 2arh-
culasiy on U.ose which form the sterling portion of tis Paper Currency Reserve.
We hold in ovr Pa; v On cency Rescerve Briti h securities, mostly consisting of )
Biitics Meeasw y Bills, io the  value of about £63 million. Up to the prosent, in the
shi'ting oxchange conditions and eneral -mceertaisty of the pasl year, ani pending
the completica of the Ourreney Cuommittcs's enguiry, our paper arrency accounts
have remained cn a 1s. 4. basis and have continued to show theze sterling securitieg

3

as representing 824 wvores of rupeis, wheveas, when valued on a 26, basis, U -y are
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only worth R5b orores and the loss thercon will therefore be 27} orores, - Weo expoct
however that if the demand for reverse Councils continues, £18 million of secu-
vities will have hern withdrawn by the Secretary of Gtate before the close of this year
for meeting reverse drafts, leaving still a holding of £42 million of sterling securities
in tho Reserve, the loss on revaluation of which will amount to 21 crores. There
will also be in due conrse a substantial loss in respeet of the gold held in the Reserve,
seeing that this isab present held at the rate of R15to the sovereign and will in
fature be held at the rate of R10. Altogether, the deficiency in our Paper Currency
deserve, assuming o revaluation on a 26, basis, may ultimately amount to nearly R40
erores. ' ‘

“23, I wish to emphasize very strongly that the making up of this deficiancy is
uot a matter which can be postponed indefinitely, or ean be rogarded as of theo-
rotical rather than of practical importance. Quite apart from any question as to our
legal responsibilities under the Paper Currency Act, the circulation of our currency
notes rests ultimately upon public confidence, and we cannot contemplate with
equanimity a position jn which the amount of the securities held in the Reserve is
patently insufficient to cover the girculation. Nor is this by any means cntirely a
matter of sentiment. These sterling sccurities consist, as I have said, mainly of

Yritigh Treasury Bills, which are continually maturing and being renewed. It iy
on these that the Secretary of Stale, when he is once more able to resume purc}:ases

© of silver, or has to meet from the Currcincy Reserve his purchases of gold or his pay-

pents of reverse Couuncils, will have to depend, and it is olear thercfore that any
serious deficiency in the amount of securities forming part of the Currency Reserve
must be & matter of great concern when looked at from the point of view of the avail-
able backing to our carrency notes. Ultimately the home portion of our Paper
Currency Reserve mnust be brought back to India in the form of gold or silver, or
utilised, through the medium of reverse Oouncils, to retire notes in India. Whengver
that is done, the capital loss at once hecomes apparent, since the sterling part of the
Reserve turns into fewer rupees than the amount at whizh it is held in the accounts. .

“24. The importance of adopting speedy measures to supply this deficiency is
obvious; it is equally obvious that this object should have “he first call upon the gnin by
exchange, sceing that they are both due to one and the same causc. After consultation
with the Seorctey of State, we have Jecided to appropriate the recidue of the current
year's exchange gain, amounting to R4} crores, for meeting this deficiency, and we are
accordingly opening & suspe:ise head in our accounts to which this_ampun® will be
ci~dited.  For next year, as I shall mention later, we may reasonably expect a high .«
nxchange gain sceing that the rupee sterling exchrnge will probably stand at a muci
higher average than in the current year ; we estimate the residue of the gain, after
credit to the capital account, at 18 crores, of which we allocate 6 orores to revenue and
12 orores to sus).ense for application in due course to meeting the defioiency r-ferred to
above. I need not vemind the Council that as soon as this deficiency in our Currency’
Reserve has been ne«de vip, our revenues will obtain the full bezefit of the very
suistantial savings in owr annual home charges resulting from the higher level of
exchange.  Such savings may not improbebly amount to 1111 or 12 crores a year, and
it is solely hocause of this prospective accrual 1 our revenues that, asI shall
mentica later, we have felt 'justiﬁo({, nui only in making a vory large reduction in
the amount of the contribution to he taken from the provinces under the Reforms
Scheme, but in contemplating its entiro extinetion within a measurable time.

D.—-Revised Esti:1ates of Revenue and Expenditure, 1919-20,

“20. T have ~ow cleared the way for the considevation of our aotual
ingomings and i vigoings. The Council will vealise of course, from what I have
swid, thab when I speak of a vevenue or expenditre of so many millions, ey
have heen converted into sterling &b the ol? ratio of B16=£1, though whenever
I can do so with~ib inaccuracy, that is, wlonever the fignres relate o revenue
or oxp.aditore raised or joeurred wholly in Tndia, Ishall speak only of rupecs.
1 might further explain that L do 1ot propose. to discuss the details of the revenve
and cxpenditure of the provii-es which, as Tord Meston poinied out, are now-
a-days more droperly {he subjeel of discussion and criticism in the proviicial
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Councils, and I shall aceordingly confine my rewarks to the revenue and expenditure
of the Central Government.

28, T will first deal with the ordinary heads of revenue and expenditure, In
framing his estimate of revenue for the -wrrent year Lord Meston” was faced with
a very obscure situabion, since it was impossiblo fo forecast the rate at -which our
main heads of revenuo would recover from the trafiic and other restrictions consequent
on the war. Ho took, however, an optimistic view. Many must huve felt
that he had been somewhat sanguine in anticipating a Cusloms revenue: of
R20 crore: in 1919-20 against a revised cstimate o? R18% crores in 1918-19, and a
gross traflic receipt from Railways of RB80 crores, which was no less than R3}
arores in excess of Lhat anticipated in the vevised estimates for the previous year.
1ut events have justified his optimism. At onc time it look~d as though the revenne
from both Customs and Railways would fall materially short of anticipatlions ;
railway reccipts in padicular sliowed a distinet set-hack, mainly on the North- . .
Wostern Railway as a result of tbe "Punjab disturbances. During the last Railways
few months, however, there has heen & remarkable recovery, so much so that we now
expect that tho gross traffic reccipts will fall short of the cstimato of BEO crores
Ly only R7b lakhs; and this small decrease in eslimated receipts is more thai
covuterbalanced by a reduction in working expenses, due to the fact that the home
stores issued for expenditure on revenue account have been less than anticipated owing
{0 elow arrivals and have also cost less in consequence of {he rise in exchange.
"hie vesult on the balance is that the net railway receipts will he about R4b6 lakhs. el
.over the estimate. We expect a much larger increase under Oustoms ; the estimate Customs,
of 220 crores will be actually exceeded by R2} crores. Thereis likely to be an
increase - in respect of all the more important tariff heads, particularl{ the import
duties on picce-goods and petroleum, and the export duty on jute, the only head
which shows any material falling off from the figure taken in the Budget being sugar.
"The nesv export duty on hides is anticipated to bring in just under R1 orore.

*In regard to direct taxation, wwe now expect that the ordinary income-tax willTucowe Tas.
bring us in B1,59 Iakhs more than the budget figure, and the Excess Profits Duty
just over the budget estimate of RO crores, of wlﬁoh-hoﬁever, 182 lakhs will actually
be collected in 1920-21. o

“The heads which st present we sharo with the provivces show smaller Stanps and Exclee.
variation ; we esti:iate that Stamps will bring Imperial rcvenues 385 lakhs and
cise about B42 lakhs moro than e expected. '

“The budget cstimate anticipated a receipt of R1} crores under cxchange, bub Hadwuge
as Thave alrealy stated, it is now proposed to oredit under a suspense head the net gain
in the current year estimated at R44 crores.

“97. The ret vesult will be chat. onr Imperial revenue will be 331,364 crores
against an estimated total of R1 29} crores, Our ordinary leads of cxpenditure
(exeluding for the moment the Military Services) will show » iicarly corresponding
excess, {"e lnrgest increases ocourring u-ler interest charges on debt and rerunds
and drawbacks.  On the other hand, Famine Relief, for whick a provision of
111,62 lakhs was made, has fortunately cost us 64 lakhs les<. “aking the
whole ordinary expenditure (excluding Military) the tolal will amount to RGD
crores aguinst an anticipated total of R64} crores: and the posilion as
between tevenic and expenditure is a great tribuie to the aceuracy of the
cstimates prepoved Inst year by Lord Meston and Mr. Ioward, It is when we
come to tnke count nf the figures of Military expendi'are that the result assumes
an aspect entirely contrary to their antioipations. They expected a swrplus of
about £600,000; I have to annouuce . deficit of £14% wiilion. I shall subsequently
devote n special section of this narrative to the revised and hudget estimales for
Wililary cxpenliture, and I ~ecd only meution here ‘he “voad results as regavds f}i"“ﬂ;l' 4
the current year. 'Lks budget provided for a total cxjenditure of £414 :nillion, ™™
made up of £32§ million fo: ordinary e . pendituve and £83 million represating the .
current vear's instalment of the addiional war contritnbion. In respect of this r
last item we will actually pay only 41§ million, so thal there is a saving on this
account of £i4 million.  Oun the other hand, the Afghan war and the fronticr opera-
tions rre cstimated to lLave cost us £143 million, - whilo the ordinary military
sspendiluve shows an excess of £84 miliion, the net result heing an exeess of no lesy
Lhan £1i8 millior
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Provincial “28, All that T need say as regar(is the provincial estimates is that the pro-
Aevenues. vinces, taking them all together, had budgeted for a deficit of nearly R3" orores.

4 In the result, the total provineial revenues avo likely to coineide almost exactly with

the provinoial expenditure, The provinces have had to ineurvery lm:ie addi-
tional charges in the shape of allownnces or increases of pay to their establishments to
meet the present high scale of prices, but this has been more than counterbalanced by
the continued growth in their revenues. '

E.—Ways and Means, 1919-20.

Removalof previous “29. The Tinaucial Statements of the last few years brought out clearly
difficulty dueto  the probleins which we had then to face in order to find money for our disbursements
tecle ot reourced. 11 Tndia, and, both Siv Willin:n Meyer and Tiord Meston explained the great difficulties
caused, not so tnuch by the shortness of our total cash resources, as by the fact *hat mnuch
of these were locked up in London. 'We had accordingly the rosult that, alihough at
certain times the Secretary of State beld véry high resources at home, we in India were
hard put to it to find the funds r.ccessary to meet not only our own outgoings and the
Becretary of State’s Couneil drawings, but also the very beavy disburscments which
we had to meke during the waron behalf of His Majesty’s Government, and for
which we received payraent in Londou. As Hon'ble Members know, we were forced,
in order to keep our Indian treasurics in funds, to malke successivc increases in the
fiduciary portion of the Currency Resorve nnd from time to time to finance ourselvs
by taking large advances from tho Presidency Bauks and by raising large sums by the
issuo of Indian treasury bills. With the cessation of military operations in Burope and
the gradual removal of war restrictions, it has now hecome possible for the Seoretary of
-Btate to re-transfer his sur&h\s balances to us by means of remittauces of gold, and that
.};zn.rticular aspect of our difficulties which arose from the lock up of our resources in
ingland is I think now at an end. The difficulties of the fubure are likely to ariso, as
I shall show when dealing with our ways and means outlook for next year, not from
the locals of our balances, but from their total amonnt.

Liabilities and “30, I will first explain briefly the liabilitics w:: have had to meet and the

auetn in England  vesources from which we have et them, taking our sterling and rupce resources

aud Indis combined. . rahined ; and for this purposo of course our various remittance transaetions, which
represent a transference-of our cash balances from India to England or from England
to India (such a8 Counciis and reverse Couicils) will cancel each other. The following
stotement shows our liabilities and assets in a condenzed form :--

Liabilsties, Assets, . )
(£ willion.) . (£ 1willion,)
Cap:ial oublay— Reduction of cash balances « & . 43
Railways . . 102 *Rupeo loan . o . . 149
Trrigation .. 8 Net recoipts friom Tressury Bills .~ , %
Delbi .. 3 Withdrawal from Special Reserve . . 09
—_ 108 Silver puid for i last year brougk! to
Digelarge of deit (ncluding Railway account in carvent e L, o112
debentures) . . . .2 Net gain on exchango and gold operations
Imperial and Provineial louns . .0 held in su: pense 18"" me-sing defioiency
in Peper Currency Reserve . . 30

Payment of bulanee of war loan proceeds . .
to Home CGovernment in reduction of Miscellaneous items . . . =2
£1 0 miiiion contribution . . 88

Iraperial defleit . . . RS T3

Refund to War Oftice of amonnt re-
covered in cxcess jn previous yesr . 30

e ————

399 399

-~

I will discuss the more important of the above items very shortly when I come
to rpeal: of our finanvial opurations in India; I nced here, in rconnection with our
counbined position, only point out that our total cash balasces, in Tndin ond



FINANOIAL STATEMENT [FOR 1920.21. 1067
[1sr Mazon, 1920.] [ 2. W. M. Hailey.

England together, were £26 million at the beginning of the year, and we expect to
close tho year with Dbalances of £21} million. The Council will observe that the
special reserve of £20 million, which we had built up during the war when our
Lalances were locked up in London, is expected by the end of this year to have been
-completely used up, £7 million having been used in the current year and £13
million in 1918-19.

“31. As regards the operalions at the home treasury in Tondon, it is sufficicnt for
me to say that, excluding the Gold Standard Reserve, the Beoretary of State stavted
the.year with an ordinary cash halance of £8-7 million, together with £6:9 million in the
special reserve.  'We cxpect that at the cnd of the year his ordinary balauce will have
been reduced to £74 million and that the special reserve will, as I have said, have
been entirely used up. The outgoings which he has had to mncet have amounted to
about £1184 million, inclusive of £32 million paid for gold purchased for shipment
to India and £243 million for payment of veverse Councils sold in India. These he
has met by drawing Councils to the extent of £31} million, by his large recoveries
from the Var Office of £61 million in respect of payments made by us in rupees on
their behnlf, by using £8 million frow his cash balances and the special reserve, and
by disposing of . investments in British [reasary Bills made on behalf of thé Paper
Currency Resorve during the war period to the extent ~I £18 million. His opera-
tions are shown very bricfly as follows :—

Jiialilities. dnels.
(In williovs
of £)

Net expendituro chargonble to revenus 233 TReduction of cash balances. . S L2

Capital outlay . .« . 1290 Withdrmuwal from special reserve. . 69
Paywents forellver ., . . . 08  Transfer to {,{ohnmf tr:;uix’ry fror(n}m invest-
o . .2 wents on behalf of Paper Currency

” 801[] Rtsﬂrve . . . . . 1 3.1

' G to
P I’::;tggment’m proe ids . 88  Recoveries from War Office . . 810

Bterling transfers on London .. . 247 Counci!i!ills. PP |
Miscellansous items . 1 . --:;-3-'-;

o e

1134

%83, For ourselves the main inferest naturally lies in the posilion in Tndia, f.e.
the various calls on our rupee resources and the various financial operaticns in which
we have been cngaged in order to keep cwrselvos in funds. The nature of these
transactions will be apparcnt from the following summary which shows the actux!
rupeo transaotions in India after eliminating adjustivents for exchange as far as
possible :—
. (In ctores of rupees.)

Liabelil es. Atsets.
Itecove:able war expenditure . . 073 Reduction of oash balances . . 50
Couneil Bills . . . . . 845 Credits frow silver purchased by ike
Transfars to Unrrency against with- ‘ Scorctary of State . .oowT
drawala L, the Secrctury of Stato of Cred:fa from gold puichased 15 the
British  Treaswy Wi held in Seorctary of State . .. 388
Reserve . . v oo e Sterlin; drafls on London . .18
Net discharge of Cash Ceitificates . £33 Excess of revenus ovor expenditurs , 136
Cupital outlay e e e wl Proceeds of rupes loan .- .-, 213
Dischn?a ofdebt . . . . =22 Net receipta frum treasury bills . 8
Tmperial and droviucial louns . . 138 Savings Bask, efe, deposils . . 36
1;’0-; Miscellanee=s i sit and reanittance
trapsolic e . . . . 87
1004

. v
Tt will be scer that the smcunt of funds which we bave had to flnd dwring the yeor
has been B130 crores, of which @ crores represent cxpenditure on hehalf of ibe
Howe Government incurred in Indi> awd repaid at home, 344 er.ics wer: for pay-
ment of the Secretary of Efaie’s Council dlr;nvinga and 19§ croves fo. transfers ip
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the Currency Reserve in India against withdvawals of British {reasury bills from the
Reserve by the Beorctary of State in order to enable him to meet our sales of reverse
Councils. One way in which these liabilitics have been fivanced has heen by
remittances of gold and silver, amounting to 61} croves, which the Secrotary
of State has sent to India, whilo R18% crores will have been received by usin
payment for veverse Councils. ‘To the extent of R0 crores, therefore, our needs in
India have heen met by drawings against our home balances, I now furn to the
incans adopted to provide the further 50 crores required. :

F.—Government's Financial Operations,

«28. The financial operations undertakon by us in India illustrate at onco -
the strength which the indian money markets have attained, and the difficulty

of the problems which we have had, and shall have, to face. Ioremost among

these operations was the rupee loan. In our cstimates framed last year, we

provided for the raising of a loan in India of R15 croves. During July aud

August we opened for subscription & & per conb. incomo-tax frce loan, without limit of

amount and repayable in 1945-55. The receipts amounted to R21} croves, of which

R61} lakhs were reccived through the Post Office, while over 12 crores of the .
total anwotnt was tendered in the form of War Bonds swhich we had agreed to accept

in payment for the loan. ‘We made no attempt on this occasion to repeat the speoial

propaganda assooiated with the two war loans; we bad in 1917 and 1918 dipped

heavily into the pockets of tho investing public; aud in the present year we had,

competing with us, a very large number of new Company issues. The result f our

loan therefore, exceeding as it did the forecasi which Lord Meston felt justified in

framing this time last ycar, is of hopeful augury for the future.

34, These figures do not include Cash Oertificates: In tha absenca of any special
loan propaganda this form of investment bas not reccived a stimaulus similar to that
administered in 1818-18 by tho Second Indian War T.oan, Against the net payment
of R69 lakhs last year,  we estimate a net payment of about R225 lakhs in the
current year. The monthly ligure for new investments, which during the carlier
months of the year stord at from 8 to 9 lakhs, may now be takon ab about 6 lakbs,
but that for withdvawals has shown a progressive fall during the year and we
may now hope to conut on these heing on o smaller scale. ‘I'le number of weak
holders has been reduced, aud investors have a greater inducement to hold their

- certificates, in order to veap the henefit of the gradually improving in'erest earned

as o cerbificute approaches mrturity.

“In the last three months of the previous financial year thern had been a very
marked increase in the net depositsin the Post Office savings banks. ‘T'his improrve-
ment continued untit the end of November last, since when there has been come
excess ¢f withdeawals.over deposits, possibly due to Buropean depositors taking
advantage of the bigh rute cf exchange to romit their deposits home.  We anticipats
that on the balance the net deposits during the year will amount to 11,70 lokhs,
the same as last year, against the 1124 crore budget estimate for this year,

“30, Lovd Meston entertained the hope-of being able, during the course of
1919-20, to reduce our trcuswry bill outstandiugs by ahout 1122 orores. These hopes
vere defeated by the large outgoings due fo the Afrhan war and the frontier
opetations, whioh had to be financ-d mainly by fresh :ues of bills; the extent to
which this was nece:-ary V"'l be gathered from the fact (hat at one period in
Octoher our outstandings had grown {rom 49} croves ou April Jsh to no less than
68 crores. Daving April, May :nd June our soles had been slightly in excess
of the discharges, and during . aly and August, while the b per cent. loan was open
‘9 subseriplion, they were of cowr::e discontinued, so that by the end of August our out-
standings had been veduced to about 44 croves.  Tu September, howaver, our treasury
position was one of very considerable difficulty. There were hiavy maturities of bills
to n.eet, and very high military issues, while the Seerctary of State was drawing on
us for Councilg at the rate of about & crore 8 week,  In consequence, the receipts
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from the loan were used up soon after it Lad closed, and at the beginning

of September we were obliged to re-introduce the sale of treasury bills and to give

- what, considering the time of the yeir, were very tempting rates. Even so, our /
balances remained so low that all possible sonvces of assistance had to be exploited.
Inthe first place, as in the preceding year, the Presidency Banks were able to. come

to our help, and, il told, thei: advances amounted to 18} orores. Secondly,

‘we were obliged to obtain from the Courcil legal authority to increase our fiduciary

issue of notes by 20 crorves. This method of kecping ourselves iu funds was .
admi:tcdly undesirable, hut there seemcd every likelihood that we should have to

resort to it. -

“36, A ltoget-her,_throughout the first nine months of the year, the treasury Diultyof
“position was a diffioult one, and from August onwards of continual anxiety. Our }‘;f';‘,"‘g" reasurioR
payments of Council Bills during those nine months amounted to 80 orares, and '
tho net military expenditure to over 86 crores. The treasury bills sold in excess of

those disohargcd came to about 5 crores only, and the result of our being forced to

issue 8 montls' Bills in Beptember at favourable rates was that in December (a
month in which littie revenue is collected and when our treasnvy balances are

at the best of times always low) we had no less than 26} orores of treasury biil
maturitics fo meet. During December it scemed from day to day that we should

. have to fall back on our increased powers of note issue, but events h@a}’)s)ily took a more
favourable turn, and with the help of large shipmerts of gold made to. us by the
Secretary of State, we managed to turn the corner till, at the beginning of
Jsnuary, our revenuc began to come in, Since then our position has besn oane

of comparative case; and we anticipate that we shall be able to reduc: our treasury

bill outstandings by the cnd of the . r tothe figuro at which they stood at the
beginning of A‘f)ril last, while the wiole of the ways and means advances will

have been repaid to the Presidency Banks.

.« "“87. But we have becn sailing very near the wind, and the moral is obvious,
Anything appreaching 50 crores of treaswy bill outstandings, to say nothing of
the 68 crores reached in October last, is a dangerous amount of floating debt for

India to carry.  We havo learnt much during the war; iu particular we ﬁzwe learnt

to finanoce ourselves in ways that previously would have heen thougit impossible.

Bub the experience of the last two yecars lLas taught us that we must not count

on being ablo throughout the year to keep ‘‘floating’ an amount of treasury
hills so large as has been ountsianding during the current year. The slightest tighiness Neccsity for
in the money markets results in our :natwibies running off without being replaced reduciug fieating
Ly fresh sa'es, and we have lived continually under the appreiension that we may at “
any time have lo inflate the currency by increasing the fiduciary issue of notes in order

tu repay our treasury bill maturities. It is inperative, thevafore, that we should now

do alf in our power to reduce our floating debt to more manageable proportions.
In o far as this is not effected by funding in our long term loans, we must aim at
ulilising «ny surplus, arisiug from our ordinary revenues, {o strengthen our ways
and means position aud to make us le's dependent on the parlicular form of fina:wce
with which I have beon dealing, I desire to apply the same remarks to the Ju. ge
ways and means advances which wo bave fron: iime to time been obliged to take from
the Presidency Banks. The financing of public expendi‘ure by means of bank advances
15, when made uso of to any l:rge extent, no less Lo be deprecated than alarge amount
of flcating debt, secing that it is represenfed merely by an enfry in the Banks’ books
and is thercfore in effect a divect inflation of credit. Ard we have a puctioular
respon.idility as regards these ways and means advancos, since, unless promptly
repeid, they handicap the Presidency Barks' ability to wecet . cniands for morvuy
from the business publio at a tizue of busy trads; w» has . in consequence to
be precared torepay these rapidiy wi.cnev.r u strong ilemand for sroney avises, as has
"een the ase during the last few weeks. Tord Meston on Marein 1st last warned
Council of the neccssity for vegularising oar position in respect of our fleating debt .
and temporary advances; the events of the year have justitizd that warning ; and
if wo are to be ™ n position fo firanee the more rapid development of the couni.y,
Loth moral and material, and to meet thie mauny calls on our resources to which
the quickening pulse of the nation will give rise, we must cndeavour to s 'cgnard
ourselves agaiust a reourrence of the »mbarrassments which I hwve deseribed.
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SECTION I1I.-THE YEAR 1920-21.

A—TDudget Estimates of Revenue and Expenditure.

“88. 'This is the last occasion on which the hudget will be framed on the existing
divisien of revenus and expenditure botween the Central and the Provincial Govern-
ments. The inauguration of the Beforms Schenie involves the abolition of the present
divided heads of revenup and expenditure ; and under the new financial arrangeimnents
the rovenuc and expenditure pertaining to cach particular subject «f administration
will follow the afdministrative division. Ishall deal subsoquently with the broad
cffect which the new arrangements will have on the respective resources of the
Government of India and the provinces. Meanwhile, our hudget anticipations are of
some jmportance as affording the latest available information on the manner in which
the new arrrangements will affest the finances of the Central and Proviucial Govern-
ments. I do nob propose to trouble thie Council with many details of our anticipa-
tions wuder the various heads of revenve aud expenditure. = Broadly speaking, these
are based upon the belief that there will be no set huck in general prosperity and
that our revenues will continue to show that same expansion which has heen exhibited
in the current year. '

“39. Cusloms.—I have already mentioned that during the curronb year we expect
to realise a lotal Customs revenue of about R223 crares.  We may reasonably expect
that next year freight difficullies will have .largely disappeared ; on the other hand,
we cannot expect that the producing pewer of Iuropean countries will reach anything
like the pre-war level, and we can hardly count on that heavy inrush of commodities
which might otherwise be expected with the full return of peace conditions. Newer-
thaless, there seems no reason to anticipate that the steady growth shown in our
Caustoms rcturns of the cwrent year will not continue, and we are consequently
budgeting for R25} orores, representing an inorease of over B3 crores on the
expccted revenue of the current year, This figure asswncs no ¢lhange in éur Oustoms
tariff other than the recontly announced abolition of th: import duty on silver.

“ Railways.—Under Railways we are budgeting for a continuance of that steady
growth in traffic receipls which has been so marked for sou:z years, and we have
taken an inorease of R4 crores over the 380 crores budgeted for the carront yeor.
On the other hand, we anticipate & considerable rise in working expenses in
order to continue the renewals and replacements neccssitated by the forced negleet
during the war, and altogether we expeot that the net receipts will be R84 crores or
the same »3 in the current year. '

“ Bzchange.—1 have alrendy explained ihe complications arising f-om the large
credit which ve get in our accounts from gaing by exchange, I will confess
at once that it 1s difficult to frame a reliable ostimate of what this iigure is
likely to be next year. No necan predict the extent to which the pound sterling
may d¢ reciate or appreciate duving the next twelve meuths, and it is impossible
to way whe' cariations may take placein the rupee sti-iing exchange which, wuder
the policy recently inaugarntod, must rise or fall according as the pound sierling
falls or recovers in lerras of gold, And apart from the question of the actual rate,
it is equally impossible to forecast the actnal volume of *our remittance transac-
tions in either ({irection. Prom the remarks I have already made on this matter
carlier in this narralive, it will be clear that a few wmillicns morc or less of
Counzils or reverse Councils will 1nake a very large differen e in the total of the
so-called gain. We have nsswmned fthat the average vate for the rupee sterling
exchapge will nob bebulow 2. Gd.; on the Lust estimate we «re alic tc frame,
our tolal gain during tho year will amount to about R303 crores. Of this
amowiit PI124 crores will, for the reason which I have ee‘.roaay given, be credited
to our Raitway, [rrigation aud Delhi capilal accounts. Ve propose to carmark R12
orores (as pgainst Rdy eroves in the current year) foward . v.ceting the deficiency in
the Paper ¢ rency iwserve, len:ing £6 crores o be credi‘ed to our revenue account.

“If these anticipations he realised, our total Imperial revenue will be 292}
million (£1,88% crores). J'he estimate as:umes the discontinuance of {the Excess
Proiits Duby which was impoed as a teraporary meas e 'n March Jast,

-
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*40. On the expeaditure side, the only marked variatipns which we anticipate gepangitare.

under the ordinary heads are—(1) An increase of over £1} million over the cuirent
year's expenditure on Posts and Telegraphs, due to the inclusion of large provisions
for inorenses of pay to subordiuates and for outlay on stores. (2) Payments of civil
furlough and superannuation allowances are expected torise by £3 million. (3) Under
the “ Miscellancouns’ head there is an increase of about £3 million representing the
%?vjsion which we have entered for expendituro in connection with the visit of His

yal ITighnc:s the Prince of Wales; and (4) Under Public ¥ orks there is an increase
of £318,000 due to tho r.coessity for a somewhat heavier programme of works as ihe
result of enforced economy during the war period. Seb off against these are savings
of—(1) £263,000 which we anticipale uugc-;- Inlerest duo toa reduction in our
ligbility to the ITome Gtovernment in respect of the £100 willion contribution, and
(2) of £275,000 under Political mainly in respeot of special political expenditure in-
currid in Persia. Altogether, our expenditure under the ordinary heads is oxpécted
in the aggregate to excced that of the’ current ycar by £3 million. The most
important item, however, is of course our military exprnditure, This I am dealing
with soparately, and mercli' mention here that we aro entering a total figure of
$10 miltic.), a8 against £417 million in the cwrent year's budget and the £57
million which we are expecting will actually Ve incurred. 'The net result is
that we anticipato a lotal cxpenditure of £90} million (81,362 crores), resulting

.in a surplus of £3 million. This is somewhal higher than that for which we

usvallv hudget, hnt if T have carried the Council wilh me in the remarks T made
just now regarding the grave necessity for keeping down our floaling debt, it will
appreciate our reason for going somewhat beyon:!t the usual figure. And I hope that I
shall make this still' further apparent when I come to deal with the heavy ways and
means liabilities which lie before us.

“41. Duridg the war we were obliged to ask the provinees not to draw on their Proviacial Budgets.
g g P B

balances and to keep their expenditure strictly within the income of the ycar. This
reztriction was relaxed for the cnrrent year, and the provinces were allowed to budget
for defleits aggregating nearly R3 crores, although as I have already menlioned, their
revenues have on the whole aclually been equal to their expenditure. For next yenr,
althongh budgeting for revenues materially larger than those of tlie present year,
they onticipate drawing on their balances to the extent of no less than R63 crores. A
great part of these deflcits in accounted for by large schemes of non-reourring
expondilure which were necescarily held wp during the war, but thers is also a
striking increase i1 the budgeted recurring expenditure, due to the very large
revisions of the pay of subordinate cstablishments wnecessitated by the presont soale of

prices.

to modily our present scale of taxes. e present super-tax on che undivided profits
of compunies and firms hes been the subject of considerable sriticism on g:ounds of
principie. I'isurged that the tax is an incentive to compunies to distribute more in
dividends than'is justified by their re~l financiel poesilion, and penalises those concerns
whirh desire to strengthen their reserves. 'We have been told that Governent would
have done hetter to have levied a tax at a m.derate ralc on the whole incore of com-
panies, instes! of appiying the ordinary stver-tax lo companies’ vadivided profits,  In
the specch.which he made last yewr on the fxcess Profit: Duty Bill Lord Meston gave
on hohalfof Government 1 undertaking that the ques!‘on of so readjusting our trxa-
tion on incomes as to mect these objuctions would be considered as scon as the ~xer s
pr fits duly ceesed tobelevied. Thattime jusnow aurived. On tho best cstimate we
have heen abls to frarae we :onclude thatl, if we relieve the undivided profits of com- -
prnics and firms of the super-tax al vrese:t imposed, which runs up ¢+ 3 anpas in *he
rupee, W 8} il loss about 11,76 lakius. We propose o replacs this by & new ‘orm of
super tax, sirdilar w the “corporation” or “ companics” tav levied in ~ertain yther
e 29, which will be assessed «4 the flab rate of 1 enna in i1.e rupe: up w the total
ine-me <7 ach company in :xcess of R60,000. 'This will, of course, lika the prese:
super-lax, be in addition to the crdinary incoma-tax, and there «ill be ro ¢ fzads, 'he
present super-lax on individuals will re:ngin as at present.  Thenew sipar-ti € ¢ cora-
penics s ctbimated o bring nsin :out 12,201akhs a year, 4.2, Rd4 lakhs more than
we ose. Ve <hould bave been glad to have utilisel'this surplus in regradin g the wwer

42, We hope fo attain the results outiined in the preceding forceast without any atiesstioas in
substantial addition to our Imyerial faxation. Iu only one direction do we propose super-tex,
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stages of the ordinary income-tax in order to relicve the poorer laxpayer and to mako
the stages more symmetrical. ~ But we have felt it nnsate to do 5o ab present in ‘view
of the necessity, to which I have referred, of making, yprovision for wmecting our
temporary . debt and short tesm liabilities. We shall in any case have relieved
industry of the present burden of the lixcess Profits duty, and this is as far as wo are
justificd in going at present. '

*43. I have one more explanation to give in conncetion with tho estimates of
revenuo and expendilure, and it is an important one. The Council will notice,
fram the detailed information given in a later section that, in both our revised
and budget estimptes of military expenditure, provision has heen made for the
poyment of  certain portions of India's further contribution towards the cost of
the war offered lo Mis Majesty’s Government in pursuance of the Resolution
})asscd in this Council in Beptember 1918, I would explain that these entrics
1ave been apado provisionally ; their vetention will depend on the view which
the Council takes as to India's liability in this matter. The Resolution con-
tained & rescrvation that the offer of {his further contributicn should be subject
to the conditions and safeguards indicated in Siv Williom Meyer's speech.
Those conditions were 'iat the j::iyment would be reconsidered in the eveub of
two contingencies occurring,—tirstly, our having to fight on our own frontiers and to
incur large expcuditwre in bthabt connection, and secondly, our being faced with
serious financial burdens in other respects, such as a famine or. & great currency crisis,
The Council will probably agree with me that the sccond contingency bas not
arisen. It canmob be said that there has Leen a grave currency crisis since the
Resolution was passed. It is true that there' was a serious failure of the monscon in
1018, but the acoount which I have given of our reveno and expenditure during the
current year will have shown that any loss which we have sustained on tMis
account ‘has heen counterbalanced by our prosperiby in other directions. I3ut the
expenditure of about £15 million involved by the Afghan war and frontier operations
of 1919 clearly makes the fixst condition operntive. Whether we should stand on that
condition, or should agree to waive it, wholly or in part, is a matter which must be
16ft to the verdiot of tho non-official Membaors of the Council. Thero are considerations
of weight on both sides. I will not attempt to balance these here, but in order to
provide Hon'ble Members with the facts regarding the amount of the additional
contribution and witi other material necessary for forming an opinion ou the merits of
the case, T have appended to this Financial {tatement a note on the subject
(Appendix 11} ; in that note I have not attempted to draw any conclusions, but. have
merely endeavoured to set forlh what appear to me to Lo the firancial issues
involved. She id the Council decide to withdraw, either wholly or partislly, from
the offer made to ITs Mujesty's Government in September 1918, the necessary
corrections will be made in the estimates before the Budget is finally presented.

B.—Ways and "cans, 1920-21,

“44, T will now deal with the demands which we anticipate will fsll on our
oash resources during the coming ycar. The most important ifem is our capital
outlay on railways, irrigation and Delhi. We hope fo continuc the progress.ve
policy initinted last year in the matter of developing.our greab and profitable railway
estato, and ars budgeting for a railway capital expenditure of £18 willion in
Brland and 4} croves in India as comparcd with the £18 million in England
and »il in India budgeted for the cwrent year. For irngation we are budgeting for
£580,000, which is all that the Public Woris Department can spend uutil wome of the
large ue ¥ pirojecks now begun or under eontemplation reach a more developed stage.
For Dulki we o entering .300,.00, which 13 however reduced lo £736,000 by »
credit for gain by svchange. I ohall give - a further cxplanstion shortly o
cur capilal programme under these thres heads, Meanwhile, [ must draw attention
to the fact that o have here one of those awkward complications which arise from
the zomver-ion of rupees into sterling at la. 4d.  In the stabutory efatements appended
her.to the Agure for railways totals £1:°6 m-llion only, in spite of the fact that we
anticipate an ov lay in Bogl: ud aione of nearly £18 .dillion. This is one of .lose
apoonlics which are inevilable with t'.a figures prepared on a basis which i+ now
obsolete, the won heing, as I lave already cxplained when dealing with the
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treatment of the gain by excbange, that the capital acconnt has to rdecive a credit
which in the case of Railways amounts to nently 10 erores. When the iupec and
cterling flgures ave then combined upon a 1. 4if. basis, the result is £14:6 millio:.
The best way cf comparing the railway capital budgets for the current and next years
is to say that, while the former was calouluted to cosb the Indian fax payer 24 croves,
the latter will cost him ahout 19 croresat the rate of exchange of 2s. 6d. the rupee,

“45. Another very important item is the entry of £12'9 million for discharge of
debt. 1'rom 1920 onwards our various serics of War Bonds, issued .in 1917 and
1918, will mature, and for some ycars their repayment will make a severe call on our
] YN , . , e . + Repaymaut of
resources ; on August 16th next we have to find over 19 crore: for this purpose. I i Honds.
:nay méntion that we.are doing what we can to work out such administrative
measures as will enable the holders of these War Bonds, many of whom are quite
small people living in remote towns and villages, to get repayment with he minimuin
of formality and inconvenienca to themselves, and for this purpose the Cccuritics Bill
now before tie Council will, when passed into law, be of great assistance in
onabling us to waive many of the fo rma%itics necessitated under the existing law.

*¢48. I have already mentioned that in *:¢ current and next year we arc placing aaxing up of e
in suspense 44 and 12 crores, respectively, towards meeling the deficieney in the cieacy in = Paper
Paper Currency Reserve. These amounts are, of course, for the time being held in Cunveney Liescvve.
our general baluness, hut wo hope during the course of next year actually to apply 9
orores or £6 million in making np that deficiency. '

“Finally, we have to meet heavy drawings by the provinces on their balances .
amounting to over b} 'crores, Altogether, lﬁcn, we have to meet liabilities amonnt-
ing to £38:0 million. : .
“47. These aro heavy liabilities, and our ability to incur the capital outlay smcts.

proposed will depend to a lurge cxtent on e me .are to which we can count
on obtaining money through our rupee loan. We assume, hawever, Uit the
Indian money market anu the investing public generally will be prepared to Jake up
our loan with soinething of the frecdom showan in the current year. Should {his not
prove to be the case,” wo shall be obligid, however r iuctantly, to curlail our
cap’ul programme. I now tura to the slps Ly which we propose to mech the
liahility of £38'0 million. We have, to start with, an anticipated Imperial surplus
of £2 million, while we propose to reduce ur vash balonc.s dering the course of the

ear by £23°2 million. Next, we assume & loan of 16 cvores or £10 million. We
{mpe to veceivo ercdits, in ‘respuct of stores charged tothe War Stores Suspen:
account, to the cxtent of £7 million, end to vecover £2°7 million from the Var
Office in respect of cas’ balances in Mesopotamis which will he transf.rred to the
new administration of that country. As elready siated, we hopetoobluin o eredit of
£5 million from sxchange g:.in, and the balance of our requirements will he found
from Savir:s Bank deposits and other wmiscellaneous treasactions.  These. transactions
are summaris. | in the statement bo’ow i

Liabilities, dasely,
(In willions of £) {Tn millivas of £)
Provincial defizit . . . 8:3  Reduction of cash balunces ' .32
Dwperial surplus . . .20
Capital outlay :—- Rupeo loan o N LX)
" Railways . , \ . 14-0% Sn"'i:tg? Bank; cle., deposits and cash 01
T 0 certefic. 8, . .- . . 2
ng?tw" ) ’ v Neb gain on exchanee and 70ld ope: i
t Delli - . . ST *tivns held in suspenss lor moeting
) SR defivieney in Paper Currency Reserve 80
Discharga cf debb v . o WY Credits for i ces of Stores charged ty
Appropriati 1 for deficiency in Paper Suspanse Aecaunt Coo .
Curreney Reserve .o . 60 Recovery from War Ofiizs I respeck
— of cash ualonces in Masop lamia to
358 be tuslerred Lo aew Adminisbiation 27
eee o Migeetiancousilenss, /ipprop. .abion frem .
Faw' s Tesuwiance graab for reduc- !
‘ion <o leht, deposits, ele)) .88
38 6

SMade vy £:
Lsiian outlay v e e e 461 las s,
Adjustment M- cxchange . . . . . . AR
Howesutlsy .« . .+« . . £1¢,.38,000
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“48, I have already {ried to explain the difficulty of making a reliable esti-
mate of our probable remittance transactions between England and Indin during
the coming year, and Ido not think, t.crefore, that it will serve .ny nseful purpose for
mo to go into any details here as to tho probable ways and means })osiiions in Eng-
Jand and India separately. "All I will mention is that we cxpect that the Sceretary
of State's disbursements will amount to about £46 million, and that he will be able
to meet these from the recoveries which he will make from the War Officc in respect of
payments made by us in India on their behalf and by selling Oouneil Bills for £8}

muilion.
SiCTION IIL.—NOTES ON CERTAIN SPECIAL HEADS.

A.—Military Services.

“49. The net mililary expenditure (t.e, deducting receipts) was £443 million in
1918-19. The hudget estimate for 1919-20 was £41,105,000. This figure included a
provision for the payment to ITis Majesty’s Government of an additional wav ocor- -
tribution of £5,0605,000. In the Revised estimube a sum of £1,641,700 has been
inclnded provisionally on account of this adgditional war contribution, the amount
being made wp as follows :—£246,700 for the effective charges of the additional
body of Indian troops, being the equivalent nt £1=R15 of an instulment of £500,600
of the special contribution ; £995,000 for war peasionary chargee of Indian troops and
their Dritish officers; £300,000 for war pensionary charges of British troops. The
grounds for the reduction of the contribution for effective charges to a payment on
account of £500,000 are explained in paragraph 6 of the Appendix dealing with* this
special contribution. Omitting these spccial payments, the net expenditure in 1919-20
is now expected to amomt to £55,475,000 against a Budget estimate of £3°,600,000.
The iacrease over the Budget estimate thus amounts to £22,975,000. Tho Budget,
however, also inciuded a reserve of £571,000 nnder the Army head to micet unfore-
ceen expenditure. The excess over the specific provision is thercfore 323,846,000,
Of this, £14,736,000 represents the cost of the operations against Afghanistan and
i%ie tribes on tha North-QVest Froatier.

“50. In prcsenting the military cstimates for the current year, b was assumed thal
the year 1919-20 vould be onc of demobilisation. Unfortunately, as the Council are
well aware, this anticipution has not been realised.  "he details of the enmprigns on
our fronticr arc known to the Council and I need not dilate on them, other than to
emphasise the ‘act that the orisis arosc at n time when the resources of India,
both in 1men and materisl, had been sorely taxed by the Great War. Owing partly to
deficiznoics duo to this cause snd partly to the- insistence, by present day public
opinion, on a higher standard of efficiency in the military organisation, and .f comfort
for the fighting personnel, expenditure on a scale hitl:erlo unpr cedented in Tndia
had to be undertaken inuanediately.  We were compelled not onlfr to postpone the
Uisbardment of considerable bodies of .additional troops whioh were »raised in
India in 1413, bat also to adopt every cxpedient which econumises I:man
life at the expense of mechanical contrivances and which makes life inore
comforiable on fleld serviee. Our total bill of £143 million includes special rations
and ‘special ~lothing for the effective personmel of the» army; special hoepital
equipment and diet; the provision of jce plants, electric fansand lights, mobila
water filtration plants, and pure wzv.ter-supl»]y; the provision of huts for troops
where in previous campaigns tents sutficed; the provision of mechanical transport
and their workshops, motor aunbulance convoys, additional animal transport required
to carry the spec:l war inaterial entailed by modern requirements ; ths construction
of roads, in localilies where construction is specially expencive; the provision of
smbulines traing and spocial volling stock for troop movements; the survey and
construction. of special railways; the instailation of ropeways; the provision of
lethal m aitisng of mwodern character, heavy guns, machine guns approximating to the
geale ardopted in the Western theatres of war, armoured motor batteries, acroplanes and
their “'ghting equipment; improved equipnent for defences invelving heavy cxpendi-
ture on harbed wir+ and defensive posts. The cost of all this ]lQS been higher than it
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might otherwise have besu. 'We were at the end ¢ & ycars of war ; high prices ruled
everywhere and these affected not only the cost of material hut the cost of our Indian
recruits, including followers. But the expenditure was unavoidable; when it
is a question of war, purely financial considerations must necessarily give way.

*61, Apart from special war contributions and the cost of the operations on the Escess of ordinary
Frontier, the expenditure in the current year is estimated to exceed the s eoiﬁo?i;:g,“ﬁm,
provision in the budget by £9,110,000. Th: occurrence of this excess cxpenditure,
in addition to the direct liabilitics of the Fronticr operations, has sngaged our anxious
attention for some time past, and in November last a Sub-Committes of the
Executive Council was appointed to investigate tho causes contributing to the
excess demaud. In the result, whils steps were taken to enforco every practi-
cable cconomy, extra expenditure to the amount now stated has been found to
boinevitable. 1tis due 1o the main to two well-defined causes. Firstly, a ver
large proportion, amounting to over 7 crores of rupecs, consists of items whie
can .2sb bo described as residuary obligations arising out of the great war. Secondly,
the operations on the North-West Frontier reacted direotly or indirectly on the ordinary
heads of expenditure, 'The clearest example of tlie former categoryis an itemn
of £2,800,000, which is required to pay tlic war graluity admissible under the War geatuity.
Royal Warrant to our permanent complement of regular British offlcers and soldiers
for service in India during the period of the war, This represents an elcment in the
contribution which we make to His Majesty’s Government under the arrangement
whereby we undertook to bear the cost of the normal garri:on in India. It isa non-
recrring charge, the liability for which was not known at the time of 'he Prcp&vaﬁon
of the budget for 191¢-20. "The gratuity payable to our Indian soldiers for tieir servico
overseas in the great war Das been provided for, but it does not a%)pear in the present
account, gince the cost js chargeable to His Majesty’s Government. Then, again, we
had to face an all round increaso in the pay of the personnel of the army. The process Increses of pay:.
was initiated by His Majesty’s Govermnent at home with effect from 1st July 1019,
und we, usa uecessary consequeuce, have conceded a similar increase in the pa;
and furleugh pay of British officers aad soldiers serving in India. The oost of this
will amount to about £2 million inclusive of medical services and miscellaneons British
personnel. As a corollary to this, wo have found it necessary to continus the- grant
to Indian troops of the increase of pay represented by the sit-mcnthly bonus sanctioned
in 1918. TFor the present, the increase is a teporary measurd, which will requir2 to
be reconsjdered in the light of the proposals which may Le put forward by -the Array
in India Coumumittec for the Tuture organisaiion of our Indian Army. Bo long as
the six-monthly bonus was paid for the specific purpose for which it was first granted,
namely, the stimulalion of reer ‘timent for overseas forees, its eost way ohargeable
to His Majesty’s Government,ht ! ils continuanc» in the circumstances which | have -
stated will now involve an expenditurc of £270,000 from Indian revenues. We have
also granted rewards consisting of cash grants :nd grants of land to Tndian Rewards.
officers, and men who have rendered dictinguished service during the war, and have
sauctioned increases of pay to various Todian estal'ishments in luding followe:s. The
cost of these measures will amount to £130,000. Ve have also had to ineet obligations
entriled by . the higher standard of military cquipment, necessitated by the expe ience
gained during the great w.ar.  We have added permanently to our establishment
6 J'ord Van companies, together with workshops for repairing molor vehieles. It
has beon ne .ssary to provile moiz animal transpe:t units, and to make certain
additi .5 to the cadre of the Supply and Trar:port Corss, consequent'al on the :"2;‘%:’;’3“““‘
grant of free rations to Indian troops and the development of transport services, VP
and in the Army Vetorinary Services and other administrative establish:-nts. These
various .nderlekings are estiated to cnsb about £460,000. Food charges account
for an increase of £350,0u0 owing to continued high prices ;' cost ol e Aden
Operations will cxceed the budg~t estimates by £119,000; the espenditure  a ocrtain
services, ., Poit defences, Coastal palro) service, ete, by £159,000; the railway
charges foo vilitury treflic and the b ¢ of Tallock tiansport by £280,009 ;and the .
expenditure on Lhe purchase ot sores in India for the Rogal Air Lnree and for '
sechanical | anspori By £70,000.  Aw additicual sum £ 580,000 witl ala havy to
o paid lo the War Office in respe-t of the non-effective chinrges of Biitish foaps
serving in India, partly owing toa rise in the ral s of pevsionsand partly in conncction
«ith the : !iement of certain claims which the “Yar Offico bas against us on account
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of the ordinary chavges of British troops with previous Indinn service whose ordinery
pensions did not mature o ing {o death or disability in the Great War,

“52. The expenditure on Military Works will excecd the budgei estimates by
£1,315,300. 'The oxcess copsists very largely of items which, though adjustable for
nccounting reosons against the ordinary estimates, are more or less directly attributa-
ble to the Afghan war. Thus, the increase of Air Force cstablishment involved the
provision of buillings for the accommodativn of the extra persounel and for housing the
valuable equipment which an Air Porce requires. The works will, however, be
of permanent utility and accordingly it would not be corrcct to charge their cost
to the operations. The same is the case with the expenditure on Frontier roads
(£180,000) and mechanical transport workshops (£133,000). Apart from this uasi-
war expenditure, we have heen compelled to provide accommodation on -an enhanced
scale for families of British units arriving from England ab a ocost of £140,000.
This measure has been taken under the direct advice of His Majesty's Government.
At the same time considerable expenditure has been incurred on reconstructing and
improving the lines of Indian troops and on providing the buildings necessitated” by
the provision by Government of free rations for Indian troops.

“58. The budget provision for next year has been taken at £40 million. Out of
this swm £1°45 million has been provisionally earmarked for payment of instalments of
(i additional contribution to 1lis Majesty’s Government, namely, £:25 million
heing the equivalent at R16=£1 of a sccond instalment of £b million for
eTective charges and £1'2 million for non-cffective charges and the halance of £38-55
million will be available for the services of the ariny.  The detailed grants working
up to this figure have not yet heen definitely settled, the reason fov this being that the
disturbed conditions which still prevail in India and the Middle Bast have rendered
it equally impossible to obtain any clear assessment of our normal military liabilities
in the fu.ure or to guarantee 1mmediate reduction to any peace standard it may be
dccided to adopt. This mattor also is being specially cxamincd by the Sub-Committee of
His Excel'~ncy the Viceroy's Ooununeil, to which reference has previously heen made,
and the | :oblemx wilh which they have to deal is one of unusual dificulty, Bub I
i1y gay ab once that, if India is to maintain in an efficient state an arry of the
strength required for the adequate defence of her fronlicis, the cost ¢f tho ilitary
servioes will in future be much in excess of the sum which we have beon accustomed
to allot in our budg:t for this purpore. In dealing with the revised estimates I have
mentioned a number of the new permanont liabililies which havé been brought
upon us by the BEuropean war and the only poivt which I desire once :aore to
emphasise is that we obviously caunot revert to the pre-war stanlard of
e?lui pment, since it would be neither right nor humane to deny to our soldiers the
advantage which' an impro~-d cquipme~t cusures: and the new cquipment
of which aeroplancs, improicd artillery and ivechanical transport way he
taken as the most comenicuous examples, is oxtremely expensive both in
izitial cost and cust of ioaintenance. Tt is recoyniscd, on the other hand, that
the extended cinployment of up-to-date weapons and war material generally should
render feasible certain reductions of personnel and every possible coonomy of {his
kin¢ is being carefully studied. Tha object in view will be the posscssion of an arm
of tha minimum strength compatible with safety, but fully mobil: and equipped with
all the requisitcs of war, well paid, well housed, and woll clothed.  But much still
remains to be done to vstablish our army on this basis and in the ensuing year cur
expenditure will be specially Ligh owing to the fact that w:. must incur n certain
amount of initial outlay on the purchaso of new equipwent of varions kinds, on the
construction of hospitals and barracks and other important military requirements,
Initial oullay of tEiq character will so far as possible be spread over more than one

eary bub the extent of this proccis is limited by cciiain vital considerations, and
1b will bs clear that nntil we ‘can- feel greater confide wve in reward to possible
dang;rs threatening us from the Middle Bast, our milifary expendiluro will neces-
«arily represent more than the cost of the aviay we hope to maintain . settledl peace
condilions.. The very full dala collected by the Army autho,ities have been exhausgivcly
sorutinisui; ever - foasible economy las been .eoted, and the provision of £40
million i the le.oi which can safely e inserted in the budget. And I'must warn
the Council thatif * : operations on the frontier should continue into the ensuing
year, even the provision now proposed will notb suilice,
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B.—-Railways (Capital Outlay).

“54. The Railway Oapital expenditure on Staie-owned lines included within the
Railway Programine, iscluding both open lines nnd lines under construction,
amounted to £1,975,700 in 1916-17, £2,5629,800 in 1917-18 and £4,154,600 in
1916-19. 1In the Budget for the current year provision was made for £177 millions
which, owing to failure of English supplies, it has not been possible to utilise fully.
The latest estimate of expenditure is placed at "£145 millicus, which will Le reduced .
to £10,211,000 by gains on exchange.

. 65. I lave already mentioned that next year it is proposed to raise the provision
to £18 millions for home and 43 orores for Indian evpenditure. The major portion of
this smu will be devoted to works of improvement on exisling lines and especially to
provision of traffic facilities to enable railways to meet the increased demand on their
resources which has followed the revival of trade. It is also hoped to make a beginning
in replacement of the lines which it was necs. «ary to dismantle during the war, and a
sum of £212,000 has been allotted for this purpose. Frogress in this respect is, however,
directly dependent on the supply of materials, unforlunately still limited. In view of
the pressing necessities of open lines it is nct poszible to pruvide ab present for any
considerable amount of new construction, but & sum of £630,000 has been allotted to
cnable & start to be made on some of the moye urgent projects held in abeyance
during the war. )

56, Detniled figures showine the Capital outlay on all 8{ate lines up to the end
of cach year from 1916-17, aud tho ne' retuwrn obtained after deducting working
expenses and interest charges .will be found in the Scerctary’s memorandum.
The return on railway capital (excluding intevvst charges) was estimated in the
current year's Budget at 551 per cent. We now estimate it ab 5'0S per cent. in .
consequence of the small increase in net railway earnings resul’ing from the gain by *
exchange cveditable to the railway rcvenue account. Ior next year we putit at
6-b1 per cent, The charges for interest in the current and ensuing years work out to
3'83 and 385 per cent. respectively .a the capital outlay, so that tho final nct profit
on railways is 1'S5 and 1-66 per cent. respectively. These interest charges include
cersain annuity and sinking fund payments which veai'y go towards the discharge
of debt. .

C.—Irrigation {Cayp.tal Outlay).

“57. Details rogarding the financinl position of our great irrigation undertakings
will \be given in th» Sccretary’s memorandum, whicih will- bring up to date the
information given in connection with previons Financial Statements., The percentago
of net profit on productive works was 608 in 1918-19, and is calewlated at 7 1in
1919-20. In the coming year we calenlate it as 7-17.

“58. The ‘otal length of main and branch canals nnd distributaries of Siate
irrigation works of all classes in operation during the year 1118-19 was 66,120 milcs
which was G4 miles greater than the mileage inoperation in 1917-18, It is ex peeted
that an additional length of 425 miles will have come into operation before the close
of the year 1919-20. The total culturable area commanded by these cauals
amounted to weuly 62 million scves of wbich nearly 25 million acres were
irrigated in ©i8-19, and it is anticipated (babt during the currcob year the
canal irrigated arven will aggregate 26§ million acres. During 1018-19 no new
works of any importance were opencd for irrigation, lerigation on the Punjab friple
canal <ystem, 7.¢., the Upper dhelnr.,, Upper Chonab and Lower Bari Doab canads
has  developed watisfaclorily. The arca ivvigated during the current year is
estimated st 17 willion neves which is 563,000 noves in cxcess of that irrizated
in 1018-19.  The total irvigable aveacontemyinted in the project estimate s 1§ million
acres, and it witl v be seen that this acreage has practically been atfained.
Be.ides the canals actually in operation, there are 85 schemes which ¢ either under
construction, & .aiting sanction  or being  examined Ly the techuoical experts
i is stimated that if all schemnes under consideration or projected sve oveviually
carried out, they will extend the benefits of canal irrigation to an adaitional
arca of .ahout 19 million acres 3 their estimaled cost amoi its approximately to £:10
millions cheriing, from wiiclh o rebwn of about 7 per conby iy anticipated,
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“59. Progress of work on canals under construction has bheen  maintained
satisfactorily, though it has heen limited Ly shorlage of officers, lavge numbers of
whom were ahsent on military daly and have only recenlly returned. It is
anticipated that the new permanent headworks of the Ganges Canal will be
completed during the ensuing year. Of the inore imporlant schemes, that for the
Sarda Kieliha Feeder hus received the sanction of the Scerctary of State, and the
local Government is now making arrangements for the execution of the work.
A modified project for the Sarda canal for Oudh, of which the Sarda Kichha
Feeder forms o part, is under preparation by the local Government. The Grand
Trunk canal project in Bengal swhich is designed to. comnect Caleulta with
Lastern Bengal and. Assmn has rccently been submitted to the Secretary of
State for samction. It is proposed to fluance this- work, which is estiniated to cost
13,09 lakhs, from capital funds, A detailed project for the irrigation of the Bind
Sagar Doab is now wunder consideration; as now designed, the schewe will
provide for an anoual ivvigation of about 2 million acres; the total cost of the
project is eslimated at 9,28 lakhs aud the not cevenue, after deducting working
expenses, is  ostimated at 91} lakhs a year., This scheme, if caried ouly
will bring prosperity to a desert truct with a very low rainfall, and it is believed
that it will at the same time bring in a return of nearly 10 per cent. to the State.
Of the other large schemes described last year as under investigation, those for the
Sukkur harrage avd the Bhakra dam are still under investigation and projects aro
being framed by the Governments of Bombay and the Punj:S). The Sutlej Valley
Froject referred to last ycar hasmoved o stage forward; the schemne was discussed
by representatives of all parties concerned in Decomber last,and o detailed project
is now being prepared. .

“00. The outlay for the year 1919-20 under thishead, after allowing for a
-credit of R1 lakh for gain by exchange, is expected to amount to Hi0-lakhs
a3 compared witha budget grant of R45 lakhs, an additional sum of, G lakhs
having been allotted in order to push on with the preparation for next year's work.
It was pointed cut Jast year that the rcemrring expenses of the present make-shifts
were adding appreciably to the cost of the New Capital of India. Fortunately it is
now possible to continplate a programnme which will enable the muin huildings in the
New Gity to be completed by the end of 1924, and in pursuance of this programme the
grant for 1920-21 has Dbeen fixed at 11,10 lakhs, after allowing for a credit
of H10 'zkhs for gnin by excoange. Bir T Tutyens and Mr. H. Baker game
out from England towards the end of 1919 and have been busy in counncction
with the scheme. Among the more prominent projects on which they have been
cmployed are the chambers for the new Iegislative Couneils, the Medical Research
Tustitute, the Wae 3fuscum and the proposed mewwrinl crch o the soldiers of
the Indidn Army who fell in the Great War, '

Conclusion.

Reform Baapce; “61, As I have said before, this is thellast orcasion on which we shall present
the Tinperisl deficit. o Jyymet hased on the combined accounts of the Provincial and Central Gov rnments
and next year will zoe the introduction (o the new Tagislative Assenibly of a purely
Imperial budget. We are now engaged in working oub the many changes i vule
which will be vequiived in order fo give the provinees the finaneial independenee which
the yow order of things demands, If the supervision of finanee and iz control
of experditure by the Uentral Government have scemed at fimes to have been
“unduly rigid, too careful of the established rule and canon, T would ask our
eritica to cast theiv memory back to the duys, not so loug past, when our
resources ‘were inclastic, when a siagle season’s scareity conld produce o
financial” coisis, wien Indian ecapila) came forth with rcluctance to support our
loens,  We have succeeded to days of graduelly swelling revenues, of somewhab sier
ways and meaxs; but I think that the S8tawiing Committees of the new Couneils and
their new Fipauce Members will do well if they cxercise their powers with seiething
of the aution whick has marked our expenditure control of the past. There is no
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trucr canon of finance than the old axiom, sanctified by the experience of ages,
maynum veeligal est parsimonin,  The extent of the finances which will he at the
disposal of the reformed governments is, I know, a -ubject of live interest to
this Council.  Tha Joint Report of 1918 anticipated an Tmpepial deficit of
138} croves, that deficit being wmade up by contribntions from the provinces.
This would have left the provinces in tho aggregate with a net surplus of about
2 crcres.  Wo have reconsidered the position in the'light of tha probable gains from
oxchango, and havo deue soin ouly ono spirit, tho genmine desice to reduce the
contributions to the lowost possible figure consistent with sefegaarding the require-
ments of the country as a whole. Thereis no question of Government of India
financo against provincial finance ; the provinces are no Jess interested than is the
Central Govermmnent in the maintenance of our great Imparial services ; the Central
.Government is equally conecrned that provincial reform and provincial develop-
ment should not be strangled by inadequate finance.  After considering the effect of
the present budget as arranged on a 2 ghilling basis, «wo think that wo are justified in
assumning for the present a reduction of the Imperial deficit to 6 croves, and w.
have provisionally indicated this figure to Lord Meston’s Commiltee on Financial
Relat ons as tho basis ¢ their inquiry into the apportionraent of contributions, Wg
have further indicated that we propose 1o assume the liability for extinguishing theso
covtributions within a measurable time. 'L'he result will be that, adopling the figures
of the provincial budgets for next year, as ab present know:: to us, the Local Govern-
ments will be 11 orores & year Lelter off than under the p:csent division of revenues
between tho Government of India and theomselves. T

“63. Tt would indeed have been a grateful task liad I heen able, in presenting o Sumasry;
the Conncil the revised estimates of the present year, to exhibit a result more in The currest yeor.
Y-eeping with the anticipations expressed by Lord Meston on the Ist March last year,
e looked forward to a moderate surplus, and to the extinction of some 23 crores
of temporary debt. The Afghan wor has involved us in a heavy defloit, and our
Lreasury Bill liability shows no reduction on the figure oulstanding at the beginning
of the year. Bub the picture is not entirely devoid of brighter features. Our revenue:
has more than fulﬁlle(F the expectations formed last March ; our silver reserves stand
reaconably high; and we have managed to finance ourselves up to the preseni
without utilising the power taken last September to increase ihe fiduciary note issue.
TFor the coming year -ve take, and experience shows that we ave justified in taking,
an optimistic view of the'growth of our major revenuo heads. CO-r expenditaro
will be swollen by the provision which we have had to xi.ake for the revision of estab- i yeur 19p.91
lishments “due bo the continued pruvalence of high prices; but the dominant . -
feature on the expenditure side of owr hudget is the high figure which we have been '
obliged to insert on the Military account. I have already explained at length the
civewnstanees under which we have made this {u'ovisi(m. 1 do not desire to base
it on any defined threat or menaco from the Middle East; but no one cognisani
of tho facts can be free [rom apprchension of the consequences which may ensue to
the peace of Iudia [romn the sinister movements now on foot in that quarter; and it
weald be little short of criniinal if, in the circumswiances, we failed to provide during
the coming year the finance cssential Lo keep our Avmy up to the necessary standard of
oficiency. The sum we have provided is, I am pefsunded, the bare minimum required.
Bubt apact from the special requivements o the comin; year, I wonld again remind
the Conncil that wodern armics, with their demands for  latior day equipment, for
mechanical contrivances and technical cstablishments, &oe bound to be morc expensive
than the armaies of tho pre-war era. It is unnecessary to quote Liuropcan analogics;
bub the Council will b interested fo knew thai Japan has made a prevision for ita
military expenditure in 1020 which is mor: ‘han threo times that of 1918, We
hope, howover, to finsace these incocased <emands on aur renurees, hoth civil and
military, without any, additional burde - to the conntry other than tbab involved in
the rearrangement of the super-tux to which I huye already alluded, On the
capital side we conlempliie & railway prograwm: which will, we hope, satisly ,
those who .o intercsted in the developmend of this greab asset thab we e .
13t fiiling in our duty {o vpair the deficiencies of :lie years of wie; and we ook
fo wvard to meeti: o the “ust of the heavy linbilities involved by our short-term low s,
pamely, the repayment of the 19 erores <& War Bonds which fall dna in Vagnet next,
Ag I Yave already reminded the Council this programme ean on'y he realised
Todia gives a Losers] vesponsd to our rupee loan in the coming year.
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“063. As for the future, tho revenues of Indin are steadily and surely
expanding ; and their expansion affords a guaranteo of their adequacy to ineet
such problems of development as immediately confeont the adwministration of
the counbry. Our pre-ocoupations lie yather in the provision of ways and
means to meet our capitnl Jiabilities. 'The provinces will be drawing on their
accumulated balences ; ‘and they will hefore long be ashing for a shace in tho
Tperial loans, or raising loans themselves.  Our outsianding liahilities are not

Jight.  We have to meet bwenty-five crores of war honds in 1921, eleven avoves

in 1922, over two in 1028, and owr terminable loan of five crores also falls due
in that year. Wu have a breathine spaco in 1924 ; bat in 1925 we have further
payments to make of four crores and in 1928 we have to face a heavy maturity
of twenty-five crorcs. Meanwhile, our railways will not ceasé to demand fresh
provision of capilal moncy, and wo have heavy irrization projects in visw.
‘I'he solution of the probleras of the futuvs depends therefore on the growing
accumulation of capital wealth in India, and the interest which the Indian
money market evinces in owr Jodn issues. We had evidence during the wur of
what India could invest under the ingpiration of patriotic motives; the response
to owr-last year's issne afforded a prool that business Tndin accepted our Joan a3
a sound and profitable sccurity. With such proofs hefore us, and ju the helief
that the social and material development of the country will carry with it an
increased sense of responsibility for the economic wse of its expanding re-
sources, we need not hesilate to look on the futwe with-a full measure of
confidence and trust.”

INDIAN INCOME-TAX (AMENDMENT) BILL.

The Hon'ble M. W. . Hailey :—“ Lheg, my Lord, for leave
to i :trouuce a Bill further to amend the Indian Income-tax Aot, 1918.

“ It is a matter, I think, on whiek I need detain the Council for & shork
time only, The Stalement of Objeots and Reasons very clearly explains the
nature of the Bill; its nalure really is that of amending the Act o 7. Two of
the scetions refer purely to matiers of definition ; and one section is & remedy-
ine section. 1t is designed to remody the anomaly which ocowrs under the
existing Act, when an sassessee with an incomo just in execss of ano of the
stages in Schedule I and, thercfore, able (o pay income-tax at o lLigher rate
than if his income were just bulow that stags, finds himself, alior the payment of
the tax, worse off ihan he would have heen had his totat it wine been Delow
thatstage. The provision inciuded in this clauso is adaptei from the Hnglish
Law.

“ Ve also proposs to: peal cextain sections ; the wost important [ these
is the exist'ug provision to the effect that any salary not exeeeding five hund od
1°oecs per mensem received by any member of His Majesby's Forees or of Hlis
Majesly’s fndian Forces, as ‘he pay of an appointment which is ordinarily
rcerved exclusively for me burs of those Fore: | should be relieved from
taxalion, The concession has always appeared anomalous, and now iiat the
1ates of pay havs been geaerally enhavced, its votention seems undesirabis.

“ That, yay T ord, is the puvport of the Bill; aud [ scek only at “this stage
for leave to infrudnce it, I shall subseq:ently ask that it may ha published
#nd this will give Members of Conueil a fullopportunity for studying it before 1
biing in a motion that it should Le refuited to o Belect Committee.”

The rootion was put and aeveed to.

Th> Hon'bie Lir, W. PL. Hailsy :—“ My Lord, T introduce the
Bill, and L« for leave to moye that tha Bill, togother with the Slatement of
Ohjec’s aid Reagons relating threto, ba published in the Gasstic of India in

ol : ”
Eaglish.

L6 ruoiion vas pub and azreed to.
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SUPER-TAXK BIILL.

The Mon'ble Mr, W, M. Hailey :—“ My 'Lo:d I beg to move for
leave to introduce n Billto amend the law relating to the 8 Super v-Tax Act, 1017.
1 liavo already in the coursy of my Financial Staborent oxplained the ve-sons
for the introtuction of tuis Bill. The taxation ib secks to introduce is in the
nature ¢ a companies or corporation tax such as is in {orce in othor pavts ;£ the
world, and its object is to secure the imposition of a flab rate +f one anna ia tho
rupee on the income of companies over Ji 50,000, in place of the exisliug
super-tax on wadivided prefits.  ere again, my Lou] T merely seck for leave
Lo introduce the Bill, and subsequontly I shall ask that it shall’ ho publishe’ in
the Gazcite of India,

“ I shail not seek at this stag:: for any further action on the part of the
Council, sinca it is right that it should have full oppo1tnmtv to study tho
Bill before £ move that it shiould bo brought before a Fclect Committee.”

The motio: was put a:ad agreed to.
The Hon'ple Iy, W. I, Hailey :—¢ My Lord, I now beg to
introduce the Bill, and to move that the Bill, tu%thcr with the Statement of

Objects and Reasons relating thereto, he pablnhml in tho Gazetto of india in
Imglish.”

The motion was put and agreed to.

PR""IDBNU" TOWNS INSOLVEMIYW (AMENDMLN’")
BILII-

The Hon'bls Sir George Lowede:s "My Lord, I Leg to movo

for leave to intreduce a bitl further to amend the Presidency-towns lnsolvency

Act, 1909. 'This Bill is supplcmcntmy to ithe Provincial Inselvency Act,
which was passed by the Council the other day. I8 mercly seeks to add {o (,‘10
Presidancy-towns Tnsulvency Act the disq. ~lifying provision \s,lm.h we insortsd
in the Proviucial Insolvency Act by one of ¢ ¢ last suelivus.”

The motion was put and agreed to.

The Mon'hle 8ir Gecrge Lowrdes :—* My Lord, I beg to
introduce the Bl and to move that the Bill, togethor with the S‘mtcmuxt of
Objects aml Licasens velating therelo, be vuhhsm‘rl in the Gazelte of India 'n

Jinglish.”
T"e.mesion Las pat and ag wced

AMPLATAT BANY CF INDBLS 155,

The Hon'biec Mr. W, M. Hailey :— My Lord, I leg tome « for
loave to mirn(h.w a Bl ty constitule an Dwperial Bank of Indin sud for
other purpos: .,

“Mhiy Bl provides for the amalgamation of the three Preside: 1”_/

of Runfrn WMadrns and Bombay wnder the 1 AN of tae Tmperial B v of fnaia.
On this motwn I 4o not yeopose to deluin ihe Gonueil of any fength, 7% Vo
nn' be an \.ppoxfu'l ty for [aller dheusdion on fan second ven in, hweel,
when 1 shalt oy o thab tl'(‘ 'l'iil’ be referved to a Select L‘-nmml':nc, and  chen ©
shall axplain the defails rat L(':H‘ fally. Flowob o & g we shen' fowday
proceed to the nead staga « w{ (m R ' since 1oy hie Mewbe s have o ine had

Al

w0 opportuaity of studying its provisions, he Conscil will not Lowerer, I

1154 A ae,

11-83 230,
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hope, think that this has been due to any wish4o push this Bill through with
insufficient consideration, ‘Lhe scheme for the amalzamation of the Presiden-
cy Banks was mentioned to the Council by Mr. Howard in the interesting
debate which wo bad last SBeptember on the question of a 8tate Bank.” Subse-
quently, the actual scheme was embodicd in cireular letters from tho Directors
of the three Banks to their sharebolders, and was published in all the newspapers,
Finally, a lgngthy despatch from tho Government of India to the Sccrotary of
State, setting forth very fully the main lines of the scheme, and the reasons
whioh led Government to welcome it as promising to be of great importance to
the interests of the country, was published in February, and copies wore sent to
each Hon'ble Member.

“The Bill itself mercly gives effect to the schemno as so published. Tts
drafting, however, has been a somewbhat dificult matter, in view of (he large
number of small, though very technical, det:ils which have bad to be provided
for, nnd it has unfortunately not been possible to get tho Bill ready for circula-
tion carlier. :

“T do not, therefore, ask the Council to-day to commit itself to auy un-
qualified acceptance of the terms of the Bill. When the time comes for me to
ask the Cauncil to agres to its reference to a Sclect Committee, Hon'ble
Members will have bad time to study its proyisions, and to form an ollainiun as
to tho way in which the Bill seeks to give effeot to the main principles of the
schomo already published. We have designedly appended » very full State-
ment of Objects and Reasons, in order to explain clearly to on'ble Members
exaotly what the il seeks to effect. AllI will do on the present occasion is
to omphasisc one or two of the most important features of this scheme.

“The ~:ieme does not merely reprosont an ordinary banking “amalgama-
tion. It has an important as;uct in that conncction ; but if it stopped thero,
it wonld be little more than what in England would be called s *private’
Bill. Dut it secks to go further. It will increase the resources of the threo
Banks by handing over tho whole of our balances fo them; and secks in return
to maka use of the amalgamated institution as a means of furthering the
banking developmen of whioh this country stands so much in need. The
Bank will hav: a drflaite obligation to open 100 new h:anohes in five years.
Itis on this account, and not meroly because it is a bank amalgawation, .
that the Bill has aroused considcrable public intorest, and in somo quartefs
criticism. I am far fiam regretting that the public bas cvinced so much intorest
in the svheme ; for I feel strongly that the more this watier in our Bill is venti-
lai~d, the :aore likely is it to meet with the acceptance of all those who are
anxious to sce & real {:cginnino made to reciedy what is admiitedly one of the
greab defects from' which JIndia is now saffering, We sct forth the position
clearly in our Desnatoh of tho 23th Ju.e, 1919,  In that Despatch the Ge ern-
meui of India described the urgent nevessity for an increase in hanking faci-
lities, it the proper dovelopment and progress of this conntry is to bo seixved,
1t sla‘~d that, in their opinion, an indisp.isable prelirainary to any widesprea |
growc in banking was the establishment of a strong Central Dank, iu
mlimate relation with Governmeat, aod with u large nuwber of branche:
througheut the country. 1f the Council will allow ine, T will read tho following
cxtract com the Government cf Lulia’s Despaich to the Secretary of State
dealing with this matter :— ’

“ We dsnbt if, io the present conditions in which thero are thrce separate Banks working
inde;  eotly, any fo-ther substantin! increase in the vumber of brancbes is to be "ooked for
owinz o.-inly to conaiderativny of territorial imits a-L of profit aud loss, The Pusidenc:
Banks luve now uoderdaken, as part of tha proi- il avmalyamati n schomo, to establish 360
new branches within fivo years, sud we have oy reason o hepo thal the progressive policy
thug initiaied will ba contin.d, nntil at loust in every district, and evestoally ut evory towa
of importauce, a branch of the 1. wrial Baok is established, We do not claim that this
widespiead extension of branct »s ill work & sudden wirale, or will iwmediately prove itscli
the 1o .z sought talisman $o charm the wealth of India from its Loards, We do not look for
rapid or drama’’~ regulis, But a Vgicning must bo rnade, and w ik ‘hat ‘the mere appoors
aqce in a district of 8 bank whioh condaets Goverame *'s Treasury 5 4 Publis Mebt busivess,
18 to whose stability thers ean by no question, and from which local smders and dewlers iu
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produce cau obtuin advances on veasonuble terms, must in due course incvitably have an nppreei-
ublo effect upon tho local mental atiiude lowards banking in generad, aud in course of ting we
rhall expect to sce the now brauches of the Tmparial Bauk aitract u laxge amount of deposits
from the general public in snch locslities.’

“That is one important aspect of the case, to which I wish to ianvite the
atiention of Hon'ble Members; the opportunity for the extension of banking
facilitios which this amalgamation offers. I have now to turn.to another
one, which will, I think, be equally in the minds of Hon'blo Members. "t ueed
hardly he said that if & Bank of this sort is to bo a success, if it is to play iis
full part in the development of the country, it must have its rools in Lic soil ;
an exotic will nover bear the fruit which we look for. Qie of the prineipal
repsons why banking on modern lines has not mado gre:ice progress in India
is because, with a few notable exceptions, the only trained bankes available
have been Tutopeans, I am glad to say that more recently Indians have been
taking to bauking ir greater numbers, more particularly on the Bombay side.
I could name more than one striking example of conspicuous success on that
side of India; the namo of Mr. Pochkhanawala has already been brought be.ore
this Conneil by Mr. Howard, Nevertholess, progress on the whole has so far beed
slow, and we ourselves look to tho Inperial lank as likely to slimulate very
congiderably ihe training and employment of Indiansas baukers. Let me again
read an extract from what the Government of India said on this matter in their
Despatch to the Secretary of Btate :—

*For. such development, moveover, and equil wecesnity is & sufficient supply of men
trained in snodern methods of bauning. Tho mere staffing of a large number of now branches
of tho amalgamated bank will- necussarily involve the training and emplayment of Inding
agoucy to a very wnch reater extent Lhun ab present, and tho demaud for and tiaining of
such men by the Imperial Bauk should have u valaable influcnce in stimulaling: their supply
for other bankiog institutions, just as tho requirements of oae Public Works Department
buye undoubtedly stinulated the growth of the ev rinecring profession in India,’

~ “Our hope, therefore, is that the new Bank will grow up 1o be s really .
1-tional in-titution. I feel that I must here repudiate, in the strongest possible
terms, suggestions that have beea made in some quarters that the dbjoct of the
scheme is to preserve a Buropcan monopoly. We look o the ncw Bank to
have a wide and beneficent sphere of influcace ; and any soheme of constitution
which ‘gave it a definite racial colour, whether Kuvopeaa or Indian, would
inevitably doom it to failure.’ A purely ¥luropean concern, howover successful
its opcrations might he in the seaports and larger cities, could neve: be
suceesstul in earrying ba 1king facilities ovrw the extended a:ca which we con-
template as the field of opevations for the new Bauk. On the other hand, an
institution unde: purcly. Indian management would not, I-heiieve, command for
‘aany years to come a suflicient &2 pply ol export banking know!cdge to enablo
it to take that pesition in the ecchomy of the rountry which we wish to see
the aew Bauk ocoupy. 'Thisis pre-cminently one of those matters. which
wigonlly call for co-operation hefween Trcopeans and Indisus, and if, as I
hope and believe, that cc-operation wiil be forthcoming, the Tmperiul.Bank
should prove a most uscful factor in promoting the economic interests of the
oountry. - -

v “These remarks bring me to the third point; also a point which has
attracted the attention of the public- -Lhe gnestion of control. The conbeoliing
body of tho Bank, thatis the Governors, will consist of the presidents, vi-a-
presidents and scer-laries of the threa Banks, with two managing Govornors
anpointed by tho geverning body. 'these n:e the repre.ontalives of the shnre.
holders.  In addition, we propose to place on "o governing body an official, (o
Controler of Cuirersy, who vill represont prunarily Governmeat interasts anid
will have certain well defined powers in "5 respect.  We Gave been teil }
certain critics that it the govern:rg body is liwiced te the contlitution 1 have
deseribed, this institution will have what the writers ave pleased 5 unllan entively
Buropean character. [ inist daay tha-Gouncil whils T examing this objoetion,
Tn oneof the coastiluer.t Banke -the Bank of Bombay-—Indian shavehioiler.: are
shready-in a wajority, anit bhre. out of thesix Dirve bors £ that “ank are Tad 13,
o of whow, besides betng one of the leadors of industry in this camtry, js o
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yrominent member of this Council. I am again glad {0 hear that tho Bank of
Madras has reoently invited an Indinn gontlemaa to jein its directorats.  The
Council will, I think, agree that it is not for Government to diotute to the
shareholders whom they should or should not elect as direotors, and I can see
no justification for any atlempt to legisiate in the direction of compelling the
shareholders to exercise their choice in favour of members of one class of the
community rather than another. But we desiro {o sce the new Bank start
nader the most favourable auspices. We desive that theve should remain no doubt
or suspicion, justifiable v otherwise, that tho interasts of the gencral taxpayer,
who will contribute a considerable portion of the Bank’s resources in the shape
of Government balances, are not sufficiently represented. While, therefore,
we do uot intend any dictation to the sharcholders regardiog their own repre-
sentatives on'the governing body, we have decided to take powar in the Bill
for the Governor General in Couancil to nominate two additional memberss to
the governing body of tho Bank. 'fhese members will bo uon-officials; they
will be nominated for & year, but can be re-nowinated ; and the provision will,
as I hope the Gounoil will agree; amply mect the desire that tho intorests of
the goneral taxpayer will be sufliciently ropresentcd.

“There ‘remaing o final point to bring before the Council. Tt is again a
Boint in whioh the proposals have been critioised; and I think ic right to

ring any point of critivism before Council at the earlicst opportunity
It has been urged that we should not seek, as we do seek, to exclude
the Jmpevial Baok from taking part in ordinary exchange operations,
It is a peint of detail rather than principlo; but I can dispose of it without
delaying the Council. The PRanks thomselves, who ave mainly oconcerned,
bave acquiesced in this proposal; they have done so for {hc reason’ that
they no+ hold in many cases the balances of tho Exchange Banks, and they
could not expect thoso Banks to leave their balances with them it they were
rivals in the matter of exchange operatious.
- T hav~ now, my Lord, explained the maia lines of tho Bill; and have,
1 hope, met in advance some of the criticisms which have been levied ab the
proposals and vihieh will no doubt be in the minds of inauy members bers
to-day. It remains for me now only to put the motion, and I do so holinving
that the majority of members of this Councit will agrce that this measure, &
long deferred measure, will not culy ment a standing want in the country,
is not only sound in principle, but is conceived on'lines which witl prove of real
benefit {0 India.” ’

Tho motion was put and agreed to,

The e ’blo Mr. W, B, Hailey Ay Locd, T now bee (o
introduce the Bill and to move that the Bill, together with the statement of
Objects and Reasons relating thereto, be pnblished in the Gazette of Iadia in
Vnglish.”

'the motion was pub and agreed to.

The Couneil adjeurned till Wednesday, the 8rd Maveh, 1020 at 13 o' clock.,

A, 2. MUDDIMAN,
Drngr:
. Secielu.y to tha Covernment of India,
The 10ih Muarch, 1920. Legislatipe !iepartment.
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