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GOVERNMENT OP INDIA . 

. LBGISLATIVE DEPARTMENT. 

PBOOBBDIlfGS OP TRB OOtnfOIL OJ' ''l'JIB GOVlmB'OR GBNlIBAL 01' nmIA 
A.88BJDLED FOll THE PUBPOSlI OJ' VAXTJfG LA we AIm REGULATIOn 
VImBa THB PROVISIon OJ' THE IlmIAB OOUlI'OILS AOTS, 1881 to 1808 

(M" II VioL. o. 8f, 6& &I 68 Viot., o. 14, AlfD 9 Ed".. VII, 0.4). 

The Council met at the Counoil Chamber, Imperial Beol€~ariat, Delhi. on 
Tuesday. the 2nd :March, 1915. 

PUUlfT: 
His Excellency BARON llillDINGB OF PBN8HURST, P.O., G.O.B •• G.O.H.G .• G.O.V.o., 

G.lLS.1., G.lI.I.B., 1.8.0., Viceroy and Governor Geneml, pruidlng, 
and 45 Members. of whom 37 were Additionalllembers. 

QUESTIONS A.ND A.NSWERS. 

The Bon'ble Raja Jai Chand asked :-
1. "{a} Will the Government kindly issue a list specifying the regimentallll:S 

numool'S 8S.C!igned to those India.n soldie1'9 in Franoe and Belgium who are :~~ 
reported to be missing, if no such list has been published by Government in r: IT .... 

India up to date? . . =f:-'.r 
(6) Will the Government kindly state whether the existing. regulations~= 

for the 'grant of pension to widows and children of Indiall soldiers killed in the UNo 
battle-field apply also in the case of those soldiers who are reported to be -
miasingP . 

(0) If the answor be in the negative, will the Gov.emment kindly state 
whether any proposals have been taken into consideration to make some 
p~viaion for t·he maintenance of famili~ of such J nuin! soldiers ? 
. ( Sl1 ) 
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Cd) If the tUlS\,"Ol' he ill the aflirmath'e, ",HI the Gov81'ument kindly state 
whether tho date from which the s')ldier is r p l t ~l missing or any other date 
will be ~~ n into oonsiderntion for the purpose of fixing the maintenanoe in 
question P 

(e). Will the Government nlso kindly stnte if there are any 'pro"isioDl for 
the grant of maintenance to faUlilies of Indian soldiers penSloned for total 
disablement r 

(f) Will the GOYel'llmeut also kindly state what is the maximum and 
minimum disablement pension hitherto allo'nm to Indian soldiers P ,. 

His Excellency the Co"mander-iD-Chief replied :-

"(a.) List of Indian soldiers ff'ported to be missing are sent to dep6ts for 
communication to the families conoerned. In l"iew of the liability to o an~ea 

in reports I do not consider it desirable to publish the list suggested by the 
Hon'ble Uaja Jai Ohand. 

(b), (c) and(cl). Under section IS6, ChapterS Vll to XVI, Field Service 
Regub.tions, and a special India Arm,. Order issued by me on tho 4th Decem-
ber a court of enquiry is held 'Whenever olfioers amI soldiers are reported missing 
to collect all eviuence of the circumstance of each casc. Peuding the opinion of 
the Court the pay and allowances :lnd f!iroily remittances of offi ~ra and 
soldiers are continued until it is proved that the persons conoerned have been 
taken prisoners through neglect or misconduct, or until suoh time 88 it is 
reasonable to suppose that they are dead. In the latter case, famil, pensionl 
-commence from ,. date lubsequent to that on which the famill remittanoea 
have' been made, 

(e) A.n Indian officer or soldier who is totally disabled reoei,ea special 
remon. The amount varies according to the rank of the penaiont'r. Govern-
~ ent does not provide an additional pension for families during the lifetime of 

. 1. pensioner himself. 

(I) The maximum and minimum disablement pensions are :-

POl an Inditm Offieer 

For & Sepoy . • 

• maximum RI. lrW per 1DInRID. 

miDimlllll Ra. 30 per meDl8ID. 

• maximum RI. lS per JDeDJem • 

miDimum RI. 6 per mtJDl8lll. 

The Bon'ble Sir Ganga.dhar Ohitnavis asked :-

2. "Has the attention of Government been drawn to an article regarding 
ri!e of prices of wheat in India in the Slate'1IIIJn of 19th Febraary. 1916? Do 
, ~ernment propose to take any steps in the matter of suoh rise P " 

The Ron'ble Mr. Cl&rk replied :-

" The 8DIlfel to the first pm of the question is in the aftlrmative. 

As regams the second pari, I would rtier the Ilnn'1>10 Member to thn 
pl'P.II eommunique' of the 26th Pebl'lW'J', a copy of whioh baa been laid on the 
tabla" 
_._-,-_ ... ,._-~  ...... -.---,_ .. ..". --_ .. ----.-..... -.......... ~~ ~
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FINANCIAL STATEMENT FOR 1915-16. 

Introductory • 

General effects of the War on trade and finance. 

The Bon'ble Sir William ~ e er :-" lly Lord, I rise to present the 
Financial Statement for 1915-}(:>. Our procedure will be the Game as on previous 
occasions: that is, there will Le no debate today, but from ihe 8th l£al'ch onwards 
time will be ~llotte  for the examination and discussion of the budget proposals. 
The figures in the Financial Statement will tl1en undergo such amendments as may be 
required by our later information or suggested by the discussions in Council. The 
Budget in its final form will he presented on the 22nd March, the usual closing debate 
taking place on the 25th. -

"2. Since I last add e~s  tlie Council on financial matters, India has been, and is 
still, passing through a crisis which has subjected her :financial and economic system 
to a supreme t ~t  It is true that, "ave for some vivid but happily transient experi-
ences in the autumn, she has not felt the direct impact of war. :But she has nofbeen 
able to escape the consequences of that economic solidarity which binds her closely 
to the outside "orid. All her recent deyelopment has been on lines of dimini(;hed 
isolation. lIer currency system connects her with the money markets of London and 
the worlel. She relies for internal deTelopment largely upon borrowings in IA)ndon. 
Her.prosperity is incr:easingly bound. up from year to year with her rapidly growing 
fore~gn trade. Her Internal financlal arrangements, and abov:-: all her system of 
oredit, in many re ~pe t  follow Western models. Finally she is a part of a mighty 
Empire which is one of Ule foremost belligerents in this general 1,"ar. It is inevitable 
therefore that India l'hould feel the effects of the ·war from top to bottom of her 
economic s ~tem  they are wl'itten large over the Statement ·which I have to present 
to the Council today,. and -are affecting still more deeply tbe trada and production of 
the entire country. From the general financial and economic point of view-both 'to 
those of us who have studied the working- of our fiscal system from the inside, and 
to Honourable Members here who represent II:dia's, agricultural and industrial 
·activitics of m·ery kind-the history of the last few months is thus a n1attel' of 
compelling inter'est j and I feel that the Council will look to me in the fhst place 
for some account of this period of crisis. I propose, then, at the outset to bring 
together some of the main financial incidents of the last seven months, to narl'ate 
bow we llave got through this difficult peri:.\ and then· to take up tho recital of 
those facfs regallling our revenue and expenditure which in normal conditions it is 
the first object of this Statement to present. 

ee 3. Before doing this, however, I must premise that, as the Council must have 
antioipated, the task of preparing revised estimates of OUl' financial position at the end 
of 1914-15 and a budget for the coming year bas bcen one of very special difficulty. 
Ordinarily we hlne a large mass of data of I1flst years to go upon; and, although 
budgeting must always be to a certain exteut what one may term scientifio guess-
work, we have merely to consider how far the experience gained during the portion 
of the current year for "hich figures arc 8yailnble ",hen out" ful'ecast is made, and 
the circumioitances provai1ing at the time "With reference to commercial or agricultural 
prosperity 01' dellressioll, the position in regard to railwa.ys and so foriil, warrant us 
m departing from the standards of normal development which can be deduced from 
past actunls. This yesI' we. lire ~n an. entirely differeJ, t posit~on  The su e~ 
outbreak of war and the dIslocation of hade that has followed It, the vague and 
unwarranted sense of illsecurity whioh has led, for instanoe, to large with-
drawals from our Fa vings banks, are all (on this sca1e) totally new features, and 
it is most difficult to pl'Oguostioate how far there "'ill be a recovery and in what 
specifio directions. 'Ve ha,'e also the inct tlla.t no o ~ ~no~s he .,: lo~g tho war win 
end ure, but 'We must at llresent budget on the su pposltlon ~ at It mll last through 
1915-16. All fhings cODsideled, I ha'Ve thought it necessary, in framing forecasts, to 
adopt an attitude of caution. We Ulust not be too pessimistic, but at tbe 
aame time, "With all the surprises that t.he "'n.r and its econonuc results may yet have 
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for us, sanguine estimating is entirely out of pIneo. We are really groping in the 
dark and can only go as carefully as possible. 
"4. When the war CRIne upon us we were fortunately in a very satisfaotory 

financial position. Our total Treasury balances on 1st April in England and India 
had been found to exceeu by about £li million tho anticiplttion we h8d been able to 
make aD the fiO'ures avaiiable when preparing this year's budget. Our la~ 
o-crore loan had been a brilliant suocess, thanks largely to the patriotio enterprise of 
the Bank of Benuoal, and the south-west monsoon gave full promise of agricultural 
prosperity. e~ "'3S, t~er fore, reru;on ~ anticipate that, had circumstances con-
tinued normal, our ImperIal surplus for this year 'Would have been larger than the 
£It million which we prorided in the budget, being then o i~ to estimate 
cautious1y by reason of the agrioultural situation in Northern Indta. Trade, it i. 
true, had been somewhat dull owing to tt ~ preceding 80'ricultural depl'cssi'ln, to the 
after-effects of the banking crisis of 1913-14 and to the glut of piece-goods; and the 
consequent weakness of exchange had made the Secretary of State's counoil drauinga 
nluch lower than'is usual during the :first four months of the ofBcial year, a ciroum-
stance which proved later on to be a fortu1l8te one for us On this side. But at the 
end of July there was 6very reason to &llticipatc that the trade depression which I 
have mentioned would clear off and that we should haye a really good year. 
"Owing to the condition" I haT'e mentioned, our Treasury balances in India were 

very high, while the amount of gold held by or for tho 'GoTerllment in London 
and in India taken t.ogether stood at £2Sl million, of whioh neady £5 million was 
in the Gold Standard Reserve and the rest mostly in our Paper Currency balancea. 
In addition, the Secretary of State held iu the Gold Standard Reserve, besides the 
ordinary Reserve investmeuts. a considerable amount in special shorl-term eeouritiea, 
some of which were about to mature. 
. . "The ~resi en  Banks, too, were in an exceptionally stroDg position with regard 
to their balanced, after allowing for the fact that a portion of these COIlIistecI of 
Government deposits. 
"5. The fust effect of the European war, which began to operate even before 

Great Britain had actually been drawn in, was a threatened break in exchange. The 
GoverDlIient of -India took immediate steps to deal ,lith this aspect of the general 
situation, and were able to make a prelimInary reassuring' announcement 'on the 1st 
-August. On the 3rd August we publioly formulated, with the a Pl1ro'fal of the 
Secretary of State, the measures whioh we had decided to adopt. In thL first place. 
we formally undertook to support exchange by aU tho means in Our power. This 
was a policy which the Royal Commission On Indian }"linance and urren~ had 
recommended in their recently published Report: it fell to us to declare Our adhesion 
to it at the outset of a crisis of unprecedented magnitude and totally uncertain 
duration. 
"In the ReCOnd place, we announced Our intention, in pursuance of "this object, to 

sell sterling bills on London, or "reverse bills" as they may convenientl, be termed 
up to a maximum limit of £1 million a week until further notioe. ThIS. too, "W8A a~ 
innovation on previous policy. Iil the exchange crisis of 1907 and 1908 the amount sold 
bad tlSUally been £i million a weE.k, and occasionaUy £1 million, but the c'xact amount 
was settled afresh just before each suooessive weekI]' sale. The prese ,~: "'-88 the lIrat 
occasion on which the Government of India undertook beforelJsnd to maintaiD ules 
on an a~ple SC;Ble. Again, to ~apt the sys.tem still m!lre fully to trade requirements, 
we om m~ WIth the sale of bllls .the p~tl e o~ sellIng telegraphic trausfers also, 
thus prOVldlng a guarantee of Immedmte romIttance when required. A few da 
later, too, we arranged that bills should be payable in London 16 dAY8 after :L: 
departure of the weekly mail, thus eliminating the uncertainty due to p08S8iblc data, 
in the arrival of the bills by mail steamer. 
"The object, and, as events have shown, the actual effect of these arrangement. 

was to promote confidence by &68uring the banking and oommercial publio of adequate 
and ontin~o  facilities !or remittance, secured by the whole resources of Govern-
ment. InCldentally, also, It prevented purely speculative competition lor reverse 
billa and transfers by removing the possible apprehension that Government might 
at any ~oment ~u e t~e am~nt avail~ le: Only in the first week following the 
declaratIon 'of this poltey did the a.pplicatlons exceed the £1 minion limit. There-
after the volume of weekly tenders was gradually reduced; and after the tirat demand 

7 'S" c'-msnn 
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for remittance had thus been met, it rose and feU, within modera.te limits, in corres-
pondenoe with the fluctuating requirements of the time, until ayentua.lly the demand 
sank to a quite small amount, and has latterly disappeared a.ltogether, at any rat.e for 
the time being. 
"In all we expect, by the end of this year, to have sold bills and transfers to the 

total extent of abo1.lt £81 million. The sums thus received have been credited to the 
Gold Standllrd Resp.rve in India pari paull with the Secretary of ta~e s llithdrawals 
from the Reserve in England in order to meet the bills and transfers falling due for 
payment by him fr'Om week t.o week. The net result has, of course, been a. great 
strengthening of the Gold Standar(l Reserve on this side. 
"Lastly, in be early days of the crisis, '\fe strengthened that Reserve by 

exohanging £4 million of silver held therein on this si(la for an equivalent quantity 
of gold previously heM by us in the Puper CUlTency ~rve  

"6. At the same time as we first notified tbe selling of reverse bills and transfers, 
we tonk steps to restrict the dissipation of our gold in Indin. by layioO' down tllat no 
gold should be i~sue  to anyone person or firm to a less e t,e~t than '£10,000. 
'fhe object of this was to secure wha.t we thought would be a rough test as between 
applications for gold for eventual remittance purposes and those which 'Were merely 
for hoarding or for local requirements. This limitation, 'however, was defeated 
by varions indhriduals and firms olubbing together so as-to make between them &. 
demand which conformed to our minimum. Between. the 1st and the 4th· August 
we had already lost about £ l,800,OOO of our gold; and on the 6th August, _when 
it was announced that Great Britain was aCtually at war with Germany, we took 
the further step, for which we had. previously obtained the Secreiary of State's 
approval in anticipation of that contingenoy, of refusing the issue of gold altogether 
to private persons. 

" We had then a stock of about £10 ! jl1ion of gold on this side in the Paper 
Ourrency and Gold Standard Rese"6S taken together, and that aggregate ~oure 
still remains practically unaltered. I may mention here, a.q l'eowards the local rates of 
,xohange as between sovereigns and rupees, that the Calcutta figures show that a 
sovereign exohanged for R15·6 instead of the normal HI5 by the end of August. and 
that the ·rate varied between HI5-5 and R15-S until November. In December, 
however, it fell steadily and it now 1luctuates from HIS-l to R15-3 only. 
" 7. The nen grave difficulty that the outbreak of war brought upon us was in 

regard to our savings banks deposits and currency notes. The general trade a.nd 
oredit position which the war set up was most serious in Bombay, mainly as a. result 
of the banking and commercial crisis of the precerling year which had been more 
severe there than elsewhere. Tbere was also considerable uneasiness in the Punjab, 
"hioh had likewise suffered from the late banking crisis, but it Was in Bombay that the 
diffioulties I have mentioned aruse in the most acute form. The deposits in our Post 
Office sa"ings banks amounted in all to somewhat o"er 23 crores at the beginning of this 
year and b1. the 31st of July had risen to 241 orom, the inorease being due mainly t{) 
the more liberal conditions announced in paragraph 58 of'my speech introducing the 
last Financial Statement. }rom the second week of August there was a heavy and 
exoited run by savings banks depositors upon their funds, and in August and Septem-
ber together there was a net withdrawal of about 6 crores (£.1 million) of these deposits, 
due to m~oui e  apprehension in regard to the eff~ts of the war upon tha stability 
of the Government of India, whioh 'Was every now and then fanned by wild at01ies 
of imaginary re,el'Ses sustained by our allies or ourselves, and by the untoward 
incidents connected 'With the career of the late Emden. Since then the drain has 
, . :iterially slaokened, but in all we calculate that by the end of this year 'we shall have 
lost about £7 million of savings banks deposits which we have had to payout from 
our general balances. I ma.y say here tllat we did what we coulcl to promote confidence 
by putting the Post om ~ in adequate funds and enjoining the prODlpt payment 
of all olaims; and it is perhaps a -n-elcome indication of the way in which the strength 
of our finanoial position 18 reaUy viewed by OUt· enemies that a number of German 
prisoners at Abmednagar hayn themselves opened accounts with the ovel n~ent 

savings banks. . 
"8. Tho ll ~ ll l for the eucashmellt of ourrenoy notes was most serious iu 

Bombay and the total abnormal encashment in that Presidency as a result of tile 
orisis lt ~ been estimated at about 2f crore!\ in August and September out of 4t crore.:J 
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in r~speot of India as a whole. Outside Bombay the liu-gegt en~ le lt occurred 
in Burma, and in the Punjab too it was coDsiderably larger than In onhna7 years ; 
but in these cases the incrense npllears to be due as much to the special trade 
conditions of the ycar as to uneasiness arising directly from the orisi:;. 

cc The Government at once took steps to cheok any panic by issuing instructioDs 
that eyery en ~avour should ~ m~ e ~ ~e t promptly aU demands .for encasbment at 
dist.rict treasurIes, whereas ordmarlly, It will be rememoere<l, a note 18 onlI encasbable 
as of ricrht at a Currency contre. A ,'cry large number of notes were cashed in this 
way in "t.hc districts) especially in Bembay find the ~ a , and it ~a  be hoped. that. 
,,"hen tho crisis passes away, tile measures w(; took ,rill have the cJJeot of ensurlng a 
permanent increase in the popularity of currency DOtes and oonsequcnt extension in 
their use. It must be borne in mind, however, that the very fact that we 'Were 
obliwl to strengthen. the cash resources of emtriet treasuries and of Ule savings banks, 
besides adding to our <leposits with fAv/falul branches of Presidency Danks, imposed 
an extra strain on out balances by preventing the eooDoml which '\fe usually obtain by 
their concentration, so far as possible, at the Presidency to\rnS and other important 
com mercial centres. 
" The abnormal rlID on our notes 'Was of relatively short duration. N evert ele l:~ 

owing t.o depressed trace conditions resulting from the war, our net note circula-
tion, excluding the holdings by Reserve Treasuries and by the Presidency Banks 
at their head offices, remained nearly 7 crores (£41 million) leas at tho end of 
January than on the corresponding date in 1914-
"9. Having regard to the present abnormal trade conditions and to the extraor-

dinary strain on our credit generally, I consider that the position of our paper mODey 
calls for full satiqaction. Our notes circulate freely, and apart from very minor 
temporary local incidents, there has Deyel heen any question of their being depre-
ciated 8S compared with coin. 'Ve may also regard with plPASUTe the present 
)JOSition, iD. quite exceptional conditions, of our Government paper, as well as of 
the somewhat analogo~ securities of our great Municipal COrporations ruld Port 
Trusts. Our 31 per cent. rupee paper "'aR quoted at Rs. 95-14 this time Jast vear, 
and it now stands at only some Rs. 31 less-a striking testimony, sorely, to the strength 
and !I-tability of our financial position. 

f( 10. As I hal'e already said, the Secretary o! Stateta council dmwings had 
been relatively 6mall before the war began, and owing to the fall in exchnnnoe 
oaused mainly by the i~ or ation of OUr export trae e, they h:tve Leen 6ince tlae~ 
and until quite lately, at a l'e11 low level. In all, -\\ e estimate that during t ~ 
current year he mIl baye obtained £6·9 million-by orrl:nary council billa and tele-
graphio transfers, against £20 million 'which we estimattd in the DudO'et III beinG' the 
. extent of his r('quirements for Ways and lIeaus purposes. In t ~ earlier ata!re8 
of the crisis he aIFO transferred to bis treasury £1 miJlion of the gold held °jn 
London on. account .of t ~ Paper Currency Reserve, an opposite payment to that 
Reserle bemg made In I nd13 ; aDd he has been helped by gold r mi an~ from India 
to the extent of about £60U ,000. Also ,,-e haTe had to spend here, in connection with 
the war, sums largely in excess of the amount which India contributes as an 
equivalent of. f~at Ehe would have spent in norm~l times Olt the eXlleditionary forcca 
she has sent In aId of the Home Government. Th18 ~ :rss Outlay is recoverablo frow 
His Majesty's GoYernment, and is periodically realised from them by the Secretary 
of State .. ~, that extent, he is in the ~me position M if he had actually drawn money 
on council 1:115, as lYe meet the expenditure and he ges the equivalent. 
"'.!-'aking his o~inar  co1Jncil drawings og~er with tht'sc other 5Ol1tce8 of suPp1l, 

we .estlmate that In ~ e current year he will, 10 all, have obtained about £17 million 
a.galDst the Dndget estImate of £20 million above referred to. 

"The Secretary of State has thus been far more fully financed than might at 
first have seemed pf;lisible in view 01 tbe weakness of exchan"e in t.he earlier part of 
the year and the reversal of the remittance current as soon as the war broke out. 

, (f ~  I ~o  turn to the eft ~t  ~ the war OD. the commercial and credit position 
m IndIa, whlch of. course matenallYlntluencea ,our revenuo receipts, especially llnder 
Customs and Railways. ~n the fi1'8t place, Internal credit was seriously prejuoi('.cd 

• ExdlBhe of £COOjJCO .Lith M wiD awr.pdate t4 the Gold tar ~ ~ boa. hit ,-t ~  '". -;---
Uwt 1az. ta ... 01f1llll' t., fjc.. til 
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by t~e attitude. of 8 hll'ge par~ of the Marwati community, who play sueh an important 
1'61e In conductlng and finanCing the trado of the country. Spenking generally, instend 
of conforming to the excellent British maxitn of 'business as usual,' they departed to 
their homes, taking with them as muoh of their capital as they could readily jay hold 
of, ann thus materially halnpering the working of the credit machinery 'With whioh 
they are so intimately connected. As regards the banks, the position of the Presidency 
Banks was, 88·1 have alrcady said, very strong before the crisis, and in order to promote 
public confidence the la!'ge Government dAposits whioh they already held were 
further increased at the outset of the war, and have since been kept at as high a level 
as our resources permittod. We have pref01Ted, in fact, to borrow sonlewhat more 
freely from the Gold Staudard eserl ~ -a matter to which I shall refer later-rather 
than CUI ta.il unduly the resources placed at the disposal of trade. 

"'rhe bank rate was low when the war commence(l, a.c; is ucmal at that season of the 
year, being 3 per cent. in Oa.lcutta, 3 per cent. in BOlnbay, ancl 4 per cent. iu Madras. 
As a measure of protection, the Bank of Bengal rai.;cd its rate to 5 per cent. on the 6th 
August, and the Bank of Bombay to 4 per cent. on tho same day, and to 5 per cent. on 
the 13th; while later on the rate was increased, at somewhat different dates, to 6 per 
cent. for all thrce banks, at which figul e it now stands. It is understood that the 
Indian branches of the Exchange Banks were also in a strong position at the 
commencement of the crisis. . 

U As regards other banks, the previous year s~  the collapse of a large 
number of (generally speaking) recklessly man'aged banking institutions. In the light 
of subsequent events, howel'er, we may reckon it as fortuna.te that· the disappearanoo 
of these banks ocourred before the present crisis. ou~  the want of confidence 
engendered by their failure tended to accentuate the difficulties in Bombay and 
the Punjab, the situation would have been far more acute had the banks in 
question been still in existence and then collapsed as they must have done. As it 
'was, two banks whioh had been badly slJaken by the previoliS crisis, though they 
survived it, now fell. One of these. tho Punjab Co-operative Bank. established in 
1905, was compelled t{) close its doors on the 14th September. Another, the Bank of 
Upper India, established as far baok as 1862, suspended payment on the 8th 
October. It is probable, however, that these events hc.d been largely discounted 
beforehand, for they did not produce any "idespread panic. 
"12. I now pass on to the direct effects' of the war upon our foreign and internal 

trade and production. As I have previously said. there had already been a period of 
depression, though 'We 1:00 evel'Y reason to assume that, ordinarily, thiCii would presently 
ha.ve passed away. The first result of the war was naturally to stop our considerable 
trade with Germany and }tustrin. Iudia's total import trruie in private merchandise 
was in 1913 .. 14 valued at £122 million, and of this £8-4 million (nearly 7 per ~nt  

was with Germany, and £2·9 million (or 2'3 per cent.) with Austria-Hungary. 
Of the exports from India, valued in 1913-14 at £166 million, £17-6 million (10·6 per 
cent.) represented trade with Germany and £6'7 million (4 per cent.) with .Austria-
Hungary, the chief items being food-grains, raw cotton and jute, and seeds and hides 
and skins. 

Cf The shutting-off of the export trade to these countries was of course even more 
serious than the olosure of tho import trade, both by reason of its greater TRIue and 
because, wh:le the imports were largely Cal)able of l'eplacement from other sources, 
the removal of these two customers for exported Indian goods, concurrently with 
dislocation of trade in other directions, resulted in a reduction in the demand for, 
a.nd in the pri~e of, certain important lllm ti~ s  so thn.t ill some cnses values Jl3.Ve 
blon seriously affected as well as volume. Moreover the llluch higher loss of trade 
on the expol't side has, of oourse, special significance frolll the point of view of 
exohange. 
• cc The war has likewise produced a complete stoppage of our trade with BelgiUDl, 

and 8r very la.rge dimiuution of that with Franco, and liers again the principal items of 
ox port are those just mention~  Since N ovcmber, too, we ha.ve been at war with 
Turkey; but our trade witli her is much less iUl11Ortant, Its chief item is the export 
of rice to Turkey-in-Asia. 

n There ha \J'e also been necessarl restt'iotions iu rega.rd to the export of certain 
artioles. diotated in some cases by direct lllilitary requiremonts and in others by ~ e 
necessity of preventing SUl)plies reaching our enemies through neutral countl'ics. 
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Hides and skins, jute (raw and manufaotured), wool, 'and wheat are among the 
articles in respect of which the free course of trade has thus been interfered with. 
"13. The dislocation which resulted from the war was not, however, limited to the 

shutting down or curtailment of pa.rticular elements of India's trade, but extended to 
her sea-borno commer<'-8 as & whole, and especially to the export portion. i'he main 
diflieultics were not only thORe of finance, which I have already touched on, and 
which were aggravated by a general disturbance of the ,,"orld's exchanges, but alao a 
serious s o~ooe of shi},ping arising primarily from the necessity for taking up 
vessels for military transport purposes. 

"14. The most immediate Frohlems which arose were those connected with jute. 
Very high llrices had been realised for this commodity in the preceding year, and these 
had actua.lly touched E90 per bale of raw jute. With the consequent large IOwinga 
in the current year, accompanied by faToursble &r,orioultural conditions, a reoont crop 
was groml whioh would in any case have resulted in a very substantial drop in 
prices. Apurt from this, as a consequence (due to the war) of the inability of buyel'8 
to take delivery under existing contracts, the jute mills were naturally not prepared 
to buy largely or except at very low rates. The relucta.nce of buyorR of jute to 
come into the lll&rket at first caused apprehension that the cultivator would dealine 
to sen at the prices offered and would prefer to allow a substantial portion of the 
crop to remain uncut. This fortunately proved not to be the case, though the price 
of raw jute necessarily showed a great drop from the record figure obtained in the 
preceding year, falling as low at one time as RSI a bale. I The diffioulties of the 
mills were subsequently to some extent removed, as tonnage for the shipment of their 
goods became more readily availa.ble, and this caused BOme rise in jute prices. But the 
initial paralysis of the internal trade is olearly indicated by the fact that whereu 
between August and October 1918 the issue of rupees from the Caloutta Currency 
Office in connection with the finanoing of the jute crop, amounted to somo 18 ororea 
of rupees, the issue in the corresponding period of 1914. was about 66lakhs only. 
" A.t; regards the ryots, although the sudden· change frol1l abn:>rmally high to 

8 bnormally low prices has gravely affeotecl, for the time being, the general prosperit, 
and well-being of the jute districts. the "inter harvest in these traots has fortunatelr 
been quite fair; and we mfJ.l well hop' that, with the hetter prospects of the jute 
trade which now seem probal..6, there will be economic recovery In the supplying areaa. 
"15. While .Ben:,oal was thus affected in regard to jute, there were also grave 

ditliculties, mainly on the BoDibayside, in respect of another great stap1e-cotton. 
The position when the war broke out· was itself unsatisfactory, since previous 
over-trading, and the deprwsion caused by the banking orisis of 1913-14,. had led 
to the accumulation of .tocY.Jl of piece-goods and the lock-up of capital in connection 
therewith. Then came the l\'Sr, and with it the cutting oft of large markets and a 
concomitant ~rl  ... lump in the price of raw cotton, which iu India was further 
threatened by tho fact that the incoming crop promised to be & good one. Moreover, 
traders who ordinarily take a large part in the internal financing of the cotton crop had. 
aR already stated, left for their homes. The position, and its posaible o~uen es 

both to traders and ryota, naturally excited grave apprehension in Bombay, and 
towards the close of November tho Government of India called a rep~ntative 
oonfp.rence, over which. I ,he ~ & he honour to preside, to consider the situation. and how 
far it might be feasible 31uL legitimate for Government to intervene. The action 
taken 88 the result ·of that conference bas already been made publio by a Govern-
ment communique and was ~ urt er explained a few days later in tho speech made by 
Your Excellency in opening the present Legislative Se&.:ion. It will suffice to 8&1 
here that Te came to the conclusIOn that the best method by whioh ,,-e could alfora 
financial aaistauce-one which would, moreover. be also 8T'plicabJe in the 0880 of 
other brenches of trade that mi~ t be threahmed.· by similar disturbance-was to 
facilitate an extension of credit which wonld assist the holding up ot exlc;ting stocks 
where occasion required, without prejudicing the supply of capital required for Creslt 
un ,rta in~ The Presidency Danks undertook to give libera.l advances for this 
purpose, l ~ile the Government agreed to place tltem in funds wbere necessary byloana ~ 
of public money, which would not be called up till the special ciroumstances requiring 
them bad passed away. In order to pl'Ovide us with f·he e es~ar  rebOurces for doing 
this, and also to ~ist us in meeting our other liabilities in the e,·ent of unexpeotod 
emerg nol~ we o .. ained tbe _nction of the Secretary of State to the temporal1 
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adoption of a measure whioh had been recommendod by the Royal ommi ~ion on 
Indian Financo and Currency, viz., 9. further inycstmcnt of £4 million from the 
Paper OUlTency Reserve, wltich the Government coul(l thus draw upon for these 
llurpOSes by creating n spcoialloan aa lJOC when they needed to do BO. 

te I may observe el ~, as an iustance of the way in which depression in one 
branch of trade reaots on another, that a decline in prices of commodities such as 
jute an(l raw cotton necessarily restricts the pUl'chac;ing power of the cultiYRtors and 
their demand for imported commodities, such as lliece-goods. 

"16. Another staple which has been adversely affected by the war is the ground-
nut crop of 1tladl'as, which is largell exported to France for the purpose of beinO' 
nInde into t.able oil there. Difficulties 'Were also experienced in oonnection with to:. 
After the United Kingdom, India's largest customer for this commodity is Russia, 
and the disturbance to finance which accompanied the war rendered it im possible at 
first for the Russian buyers to make their usual pu rchases. This difficulty was, 
hOwever, subsequently surmounted, in part, by financial arrangements made between 
His Majesty's Government and that of ltussia which 8upplieu funds in London towards 
exchange facilities for Russo-British trade. 

H 17. The Council are also aware that a heavy rise in local prices has compelled us 
to take drastic measures to restriot t~e export of wheat, and although this action is 
we consider, amply justified in t.he interests of our own people, it necessarily pre u~ 
dices OUf ex port trade. 

"18. I havo said enough to show how seriously and how variously our outward 
and inward trade has been affected by the conditions arising out of the general war. 
It is too 800n yet to hope for any decisive turn of the tide; but the situation has been 
eased to some extent by the recovered security of Indian waters, and there ara welcome 
indications, too, of increased conftdence and trade activity in India itself. In this 
connection the following figures, which lowe to the department or Statistics, will be 
of interest. 'fhey show month by month since the war began the falling off in trade 
as compared with 1913-14, and also compare the totals for the fust 9 months of the 
year with those of the corresponding period in each of the two preoeding years. 
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-
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1914: R nakba) na 
R (lakhs). l pnr~  

with 1913. 

12,1)3 9,20 

7,40 9,25 

12,86 4,19 

11,04 4,52 

10,20 4,23 

54,83 25,89 

1,09,60 ... 
1,3u,28 ... 
1,11,13 ... 
- -

I EXl'ORTS (LNDUlI' MUOJIUDISB). , ,--
Decrease 

Percentage ! 1914. R (lakhsl as ereent~oe 
decroa!lc. R (lakha). comp:1red. decrease. 

with 1913. 

20 9,63 7,61 4A 

56 7,56 11,91 61 

20 9,97 11,71 64 

2-7 15,90 8,24 17 

29 12,80 6,08 32 

32 65,70 40,55 42 
\ I 

... 1,87,80 . .. . .. 

.. , 1,74,45 ... . .. 

... 1,74,1)8 ... . .. 
-- -..:: 

"19. I halre now concluded my general reyiew of the financial events of the WID' 
period up to the present date. 'We have in truth bi en mueh buffeted, but the 
inherent strength of our financial an(l economic positi011 has L.'cn clemol1strated at 
every tur~  Onr loans and our paFer nlOuey stand prncticaUy ullimlJaircd in public 
estimation. An unpl'ecec.lcnted drain on our sayings banks hrdi been met, nnd though 
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l\ithdrawals Btill continue they arc now ou quite a small aonle. 80 flU' as India is 
-concerned, there has been no crnsh in cxohn.ngc suoh as pessimists 80metiulcs threatened 
llS with in a 'World-crisis: on the contrary, the measures tnken to maintain the 
stability of the rU!lee haye met with fullsuooess. As regards both foreign and inter· 
nal trade, after some natural bewil<lernlent and dislocation at the outset, readjustment 
is aheadr taking place, and at n<? time has it heen necessal1' to giye serious considera-
tion to the expedlont of a moratorium-the panacea found necessa!1 in 80 many other 
countries. Above all, while India has steadily faoed all her obligations, she has nc,t 
had to fall back on outside resources for any extraordinary measure of help. She 
has borrowed of course more il'Cely, but wH.hout prcjudioing her oredit j and, to a 
large extent, her additional oorrowiDgs have been taken from her own reserves. We 
cannot say 'Whnt the future has in store for us, but we are entitled, in the light 
of our recent searching experience, to look forward to it with sober oonfidencfl- Tbat 
confidence is materially strengthened by the agricultural situation, whioh affords a 
plost welcoQl6 contrast to the conditioDSlrevaiJing when I presented my 1nst Financial 
Statement. The south-west monsoon an the winter rains have alike been abumtant, 
and we can now look forward to exceptionally bountiful crops. 

Changes in forms of account. 

"20. I now pass on to the task of laying befOl'8 Oouncil our estimates of the 
present and coming fears. To enable me to do this, however, I must first explain 
certain changes which we have adopted, with the approval of the Secretary of State, 
in Statements A, B and D of the Finanoial Statement, and 'whioh will, I hope, be found 
to make these more clear. 
"In the first place, we have got rid of the confusing aocounts expedient described 

88 a  ' transfer through the Land Revenue bead.' A.t pl'886nt, aa Honourable Members 
are aware, if the Land Revenue of a province is divided. 881, in equal shares between 
Imperial and Provincial, it is not shown as SO divided in our Bud,..oret statements and 
aooountB, because nny contributions which we mar happen to be making to the 
province are tree' eel as diminishing the Imperia half share and enhancing the 
Provincial half s ~re, and conversely with any adjustments at the expense of a 
province in fa.vour -Jf the Government of India. Contributions of the fornler charac-
ter are numerous aJ d, in the aggregate, important, especially those which are made 
under the terms r.f !,he Provincial settlements and subsequent allotments in respect of 
education and Eanit ttion. !I.'he method hitherto in force is confusing and, as I have 
always thought, unscientifio. It tends to obscure the real share of Imperial and 
Provinci31 Land Revenue according to the settlement and, 88 brought out ill paragraph 
23 of m~ speech la~t year, it preve t~ our explaining variations in ~n  Revenu.e in 
the concISe way which we can adopt In regard to other heads. Thero IS a180 tlle diaad-
v rnta~e that, if new Budget proposals invoh-c further grants to 'Provincial Governments, 
the effect of these has to be explained in connection with Lend Revenue traD88rOtions, 
whereas they could more conveniently be dealt with by themselves or along with other 
proposals. 
"We are R0Cording]y going to confine the Land Revenue tmnsaotioDS to their 

_proper scope, and t.o show all the adjustments above referred to undcr a ne\y head 
entitled 'Transft!.cs between. Imperial and Provincial Revenues,' ,rhich will be 
found at the foot of Statement A of the accounts which I am now presenting. All 
such assignments to Provincial revenues will appear as dedvct items in tbe 
Imperial ~lumns  and as add. ~ntries in t}te Proyincial, the signs ~ ng reversed in 
those relatIvely Infrequent l ta~: es m whloh, for some 8pecml reaaon a net 
assignment has to be made from Provincial to Imperial. ' 

"21. Bec?ndly,. 'we ~ve elimin~te  rupee. fiti~r  from Statements A and B, and 
baTe so made It posatble, WIthout adding to theIr SJze, to arrange them in a form 
which brings out at once, for boU1 re"enue llJld expendit)lle, the two main linea of 
distinction, cu., (a) the distribution as between India and England and (b) the 
distribution as between Imperial a.nd Provincial. I DUly add that ~e av~ Dot made 
any chaD9C 88 r~r s the figures contained in the }"'inancinl Secretary'S Expmua.tol'Y 
lfemoran(lUW, 'Which are primarily oXl)ressed in rupee currency. 
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"22. 'Thirdly, wc huye somewhat lUllplified Statcmcr.t D, which shows tho 
tl1l11snctions of Pl'ovincin,l GOT"el'nll1ents, fol o in~ generally the lines adopted in the 
nppcnclix to the Financial Sccretal'y'R Mcmorantlnm cXl11nining the Budget estimates 
for the CUl'l'ent ye:tr-'l;icie page 262 of the Finanoial Statement for 1914-15. The 
information now given in tho amended statement will, I hope, be of assistance to 
Honourable Memhel's who are interested in the oourse of Pl'ovincial1inance. 
"23. I ha vo also to draw nttcntion to two fluiher nge~ which we have made in 

Statements A and n. The heads of account numbered XXI and 26 used to deal with 
-' Soientifio and other minor Depal'tnlents' and nave hitherto included Aglicultul'e. 
But in view of tho importance of agricultural dcycloplllent and tlle desirability of 
readily tracing the llrogl'ess of outlay thereon, lye haTe noW' placed agricultural expen-
diture under a separate head, 26-A, while the other expenditure, hitherto brought 
toget.her under head 26, now figuros under' 26-B, Scientific and Miscellaneous Depart-
ments.' The same sub-clivision has been made in the COrrCSI)onding Receipt head 
(XXI) of Statement it. 

" The second of the two ange~ above mentioned is the amalgamation of the hither-
to separate heads of Post Office and Telegraph, following on the amalgamation of the 
admInistration of these two Departments. 

Forecast of Financial Conditions in 1914-15 and 1915-16. 

Revised Estimate of Revenue and Expenditure for 1914=15. 

"241. rrhe general pas ition, as far as wo can now forecast it, is brought out in the 
following table whioh compares the current year's Budget and the Revised estimate 
now put for-,al'd. -

tev{,Dne I 

E ;tpencliture 

. . 

. . 

s urplus + or defioit -
--

. 

, 

Budget, 1914-15. 

Imperial. Provincial. Total. 

5!o237 80'8-1,2 85'079 

52·981 34'048 87'029 

+1-256 -8'206 -1-950 

-

Revenue-Imperial. 

[ In millions of £. ) 

Revised, 1914-15. 

imperiaL Provincial. Total 

49·927 80'229 80-156 

52-669 82-446 85'115 

-2-742 -2·217 _I -4-·959 

"25. We budgeted this year for a total Imperial reTenue of about. £54t Dlillion. 
The Revised estimate shows only about £50 million, or a total decrease of .£41-million, 
n. result Wllicb is, 8Jleakillg' generally, entirely attributable to the war, and more 
especially to the decrease in the two large sources of revenue which have been most 
severely nffectec1 by the consequent dislocation amI epre~sion of trade, viz., Railways 
and Customs. . 

"26. The lm'!!,est decline in l'eYCllUe js that expected under State Railways. The 
Budget estimate of gross receipts for the current year, £37'7 luillion, was taken at 
practically the same figuro as the aotuals of 1913-14. In the first four months of the 
year, i.e., frior to the outbreak of wnor, the Rnihray reyenl.lC was sonle £260,000 in 
advance 0 t.he corresponding period of tlle llreceding year; but in the six months 
following the outbreak of war thore has been a decline of £1,490,000. The Rail ',"""dY 
l'eV'enue has also been affected by the fact that the closil1g months of ~  an(1 the 
earlier months of ~  were depressed by the m·op faihll'cs in Northern India and 
the commercial and banking crisis in the north and west. Haying regard to the 
continued depression of trade, wo estimate iha.t tlle tol-'ll gross receipts this year 
will be £35'6 Dlillioll, 01' ahout £2 million less than the :Budget. 
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"Under working eXPGnscs, 011 the other llantl, there is n reduction, 8S compared 
with Bud!!6t auticipntions, of £7SJOOO only. With n larsro I\n(1 mclclon clrop in a 
previously established standard of receipts, it is l po~si ie to effect fortlndth a 
proportionate reduot.ion in working expenses. l.'he rnilways are equipped to calTY a 
certain amount of tmffio anti, as much of the expenditure is of a fi ~  charllCter, there 
are obvious difficulties in J educing its scale, especinlly wheD the decline in traftlc is 
tempor(lry, as we expect it to be on the present occasion. Seconclly, a large amount 
of comparatively unremunerativo military tmffic bas beeu carried in recent montbs, a 
fact which evidently tends to raiso the general average of working expoDaea to gr068 
l~eipts  

" Allowina' for a small increase in the payment of surplus profits to oom}kC\niee 
based on the t~ffi  of 1913·14, the actual profits Ml'lle<l in that year being highor 
than had been anticipated, we take the total decline in net Railway receipts at 
£2,065,000. 

" 27. Under Gustonls we DOW estimate our total revenue at £6,820,000, which ia 
£917,000 less than the Budget antioipation. ~ most importan~ doorP.8ses occur 
under manufacture:! articles, sugar, export duty on rice, cotton manufaotures, and 
metals (other than sill"er) and manufactures thereof, while on the other hand we 
expect some considerable increase under silver and Fetroleum. 

"28. There is also a large fall, amountinoo to £361,000, in. the Interest receipts. 
About a third of this is due to the dopletion J balances in. London on which, in 
~ormal times, the Secretary of State would have bean earning money, llcnding their 
eventual employment. The rest of the decrease is nominnl and is practically 
counterbalanced "'by a like reduction under expenditure. It arises fl'Oln a technical 
~f  in the treatment of advan('.e8 to,llnd oyerdra!ts of capital by, the Bengal-
Nagpur Railway Company in accordance with the pronbioDs of the new contract 
with them. 
. "29. Under Opium, there is a 1088 of £288,000, which is due, in large measure, 
to the war and the consequent disturbance of foreign trade. This led to a heavy fall 
in prices, which we had to meet by_ fixing a 6Ubstantial upset prioe (HI,BOO per cheat) 
below which we refused to sell. The result is that out of the 18,200 ohests whioh we 
originally expected. to sel1 at an average price of nI, '100 a cbest, "\TO now expect 
that about 1,500 chests will remain unsold, and that the average prioo realized by the 
remainder will amount to Rl,589 only. 

"Stagnation of business, and interference with telegraphio communication entailed 
by war conditions, also account for a fall of £213,000 in the gross l'eceipts of Posta 
and 'felCoaraphB. 

"SO. Economic depression has likewise left its mark on other Jleada, though in 
their cases the loss is shared with Provincial. Our Excise revenue has naturally 
fallen much below budget anticipations. The same is true of Stam 119; and under 
Land Revenue too there is a considerable decline, to "hich other oircuIDstances 
have also contributed. Scarcity conditions at tbe outset of tho war, nnd economic 
depression afterwaJ0:g, have caused a return of small coin from circulation, with 
a corresponding diminution of OUl' antioipated profits on coinnge. 'l'he only head 
of revenue in which an important betterment on budget anticipatioDs has occurred ... 
is Salt j and here, I regret to say. the improvement is almost wholly illusory, aa it 
represents advance payments of duty e1footed in the expectation of increased ealt 
taxation. 

BeHnUe-ProtJinciGl. 

"31. ~~  aggregat~ Provincial revenue was ~ti te  in the cnrren t year's u~t 
at £30·8 mIllion, and 15 now taken at £80'2 mtlhon. .As I have just mentionoo in 
connection with the Imperial ~ ll es, thero lw been a. heavy faU under Excise 
(£266,000), Land Revenue. (£255,000) an:l8tampa (£167,000). The Forest revenue, 
too, falls short ~f  expectatIons by £271,000, the decrease ooourring mainll in Burma, 
where war condltions have affected the teak market, and the United ProvmOO8 where 
a sche1!le for the supply of rail way .loopers baa been delayed, with a eom:equent 
redact.lon on both the revenue and expenditure sides. 1118 Irtigation revenue 
owing partly to Iaet year's deficient rainfal ~ has improved. ' 
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Expe1zditure-I,,/,perial. 

c, 32. We budgeted for a totnl Imperial expeucliture of almost £53 million, which 
is now reduced to about £52'7 million. Of thi$i decrease, £200.000 unrlel' " Interest 
on capital deposited 1>1 companies ,J follows aut.omatically on the revised procedure 
in r~per,t of intel'est al ~el  rerert e~ to in paragraph 28. 1.'he ~stimates for ~i itar  
Sernces have naturally been muoh dlshu'bed by the war, but o m~ to the operation 
of several ounter anoin~ factors, the total fi ~ures sllOW relath·el.v little er~en~e 

from: the Budget, It saving being now allticipatccl of £0 t.OOO in the gross expendi-
ture and of £13,000 in the net. I mny also Inention incidentally, with reference to 
IJaragral)h 16 of my speech of last yeat', tha'j; the present estimate pro,-icles for the 
completion of the pa.yment to the Mysore Durbar in respact of the surplu.s revenues 
of the Bangalore Assigned 'fracto 

E:v pen ditmae-P"OlJin cial. 

('33. The aggregate Pl'ovincinl expenditw'e was taken in the Budget at £34 million. 
It is now estimated at £It million less, viz., about £32t million. The principal 
reductions occur under Education (£738,000), Medic.al (£:J52,OOO) and OiTil Works 
(£380,000), and nrc due to tIle Local Governments not haTing spent in full the 
grants l)]aced at their disposal for the development of education and 8..'luitation 
and for other purposes. As I suggested in paragraph 28 of nly speech last year, I 
'fas a little sceptical then as to their ability to spend aU that they hoped; and 
it may be that some lapse would hnye occurred jn any casco But it is only fair to 
add that, in view of the pre:;ent financial situation and after relerence to the 
Secretary of State, we issued orders t.lat expenditure not specifical1y provided for in 
the Budget should not, saTe in very special circumstances, be embarke(l on this year, 
80 that ouUay of this descri ption, which 'Would in ordinary years have been found: by 
reappropriation from items where Bayings were anticipated, has not been incurred. 

General Results-Imperial and Provincial. 

"84. I can now sum. up the final position of our revenue accountfor the CUlTent 
year. .As I have shown, the greater portion of the loss of revenue resulting from the 
war has fallen against the Imperial side, ImlJcrial revenues being more dependent on 
t.hose resoutces whioh are speci..1,lly responsivo to trade conditions; and Oll? expected 
surplus of ~ lt million has thus l)een converted into:a deficit of ~ million. In the· 
case of the Local Governments the total loss of revenue, though widely diffused, bas been 
much less, and the scopo for retrenchment was great.er, owing to the specially heavy 
provision made in this year's budget for new outlay. 'fhe Provincial account has thus 
improved, the deficit, i.e., drafts on provincial balances, ein~ reduced from the total 
of nearly £31 million allowed in the Budget estimate to allout £2t million o~  

Doubtless those Honourable Members who hayc fonowed our R.ailway and Customs 
returns since the war broke out will be alre~  fully prepared for some su~  broad 
results as those which I have just stated, and I think they will agree with me in not . 
being unduly perturbed at this inevitable outcome of 'War conditions. On the whole 
account, that is cOlubining the Imperial and Provincial sides, and taking into 
account retrenchment of cxpeucliture in relief of loss or revenua, the net e~ cl'ioration, 
as compared with our expectations when the budget of the year was framed in peace 
conditions, is just about £3 million. 

Revised Estimates 1914·15. Ways and Means position. 

cc 35. Next 38 regm'ds t.he W n.ys and Means position. HOllourable Members willl'Ccol· 
leet that our main task in preparing our finsnoial11rogramme for the current year "\'filS 
to fi.pcl means of financing a railway programme of £12 million, in addition to heavy 
el:penditul'c, amounting to nearly £31 million, by Loctll Goyernments in excess of 
the provincia.l revenues of the yenr. F01' these and other less important commitmentR 
fa.lling outside the l'evenue ncoount, wo had a sat.isfact<1l'y opening balance to look 
to, and tIle Pl'Omisc of a nOl'mal surplus in the current year, ana of a substantial amount 
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or.-ncw deposits in our savings l)anlis which 'we hoped lVou·ld be illoreased by the more 
clastic rules referred to in paragl1lph 58 of my last ycues spe~o  For the rest, we 
}lroposed to rely? in the main, on n soale of orr ~ ing  which had, not it ~~ been 
custOllUU'Y' Until the adyent of the war, our nntlcll,)8tlons plomued, ns lIldloated 
in paraglnph 4 aboye, to be amp1y fulfilled. There was thus overy prospect of our 
financinO' the programlue of capitnl OUtlDY which 'Wo bad laid down for the 
CUl'l'ent YE'ar, and of being left with a heJpfu1 margin of funds to assist in meeting 
the requirelnents of 1915-16. 'j'he whole positon hns, ho'wefer, been entirely modi-' 
fled by the war. As already stated, our budgeted Imperial snr ~ u  of SIt million 
is turned i:Ito a defi<:it of £ 2i million, i.c., n total worseness of £.:1. nlillion. Uncler 
Unfunded Debt, the bead into which the savin~ banks transactiolls l-eferred to in para-
gral>h 7 enter, the net addition to our resources of oyer £It million whioh we assumed 
in the budget is turned into a net clrain amounting to more than £5 million. that is a 
further worseness of nearly £7 million. In t.hese two 'Ways alone the 'wnr hns therefore 
taken from us nearly £11 million of the resouroes on which 'We relied for capital outlay 
on railways and irrigation, for the construction of Delhi, for the financing of the 
expenditure of Local Governments from the large balances to their credit, and a variety 
of other requirements; and "'e have lost a further sum of somewhat loss t.han £1 million 
owing to a larger withdrawal :from our treasuries of funds deposited therein by local 
bodie9 and other parties which are aHowed to bank with us. 

"36. This aggregate loss of approximately £12 million was part.ly ount~r alan e , 

as I haTe faid in paragraph 4, by an improvement of about £11 million in ;the opening 
balance of the current year, while Local Governments have curtailed their drawings 
on our balances by £1 million. There has also been a lapse of £303,000 on the grant 
for the construction of New Delhi, to which I shall refer at a later stage, and one of 
£370,000 in the ealtltal grant for railways. These improvement&, however, still left 
a large gap to be ed, as will be seen from the statement below whioh ahowl in 
a concise form how the situation has been m~:

[In IDilUQIUI of £.) 

Budpt BeriIed Bod .. n.l-.l 
o.n.¥. F.Iftmate. atr~ Jl .. " •• Bat1ma&e, u~ 

1914 .. 16. 1814-16. 1914-lL 181.11. 

(I) Capital outlay OD- (l) FI"OIIl baI __ 
• • '" it .. 

(a) Rail .. ,.. 12-0 11"8 (I) Imperial aupl_ or c1elleU of l'a -.'7 
(') Irrigation • 1-2 1'51 UU4r15. 

(e) Delhi •  • • • J[ -4 CI) Rupee bono_ing · 1-3 10-8 
(a) Replymmt of la i~ BoDch. ete. • -'1 -8 (') Bterlillg~ ol o illl 6·g 1" 
(3) Oallay f1'Olll .PrOYlDaial bahnoes 1'2 

" 
(5) U nfQnded debt • • ~ -.s"r 

(4) Local1oaua &eCOaut. ImperfalllDd (6) Fa:miue inaunDC:e al.krimeu1 ud of _ .. 
~ ial •  •  •  • '1 '1 amor i~ 

Total 11'-9 18·1 'lolAI . 17-8 18-1 

"37. Special reference is invited to items (8) and (4) under' Assets,' which ahow 
that our total borrowings at home and in India haTe amounted to £12i minion more 
than our budget provided for. This omp~etel  ~vera the ol~ of f·_ .... J8 which 
we had to meet, and leaves us, for the time beIng, 88 I show directly, ~ it  verz 
strong cash b&lances. 

.  " In El!g!and, the. e re~ . of State has raised ~  million by I nd i... bills in 
heu of o tal ln~ about £411nilhon by a permanent lSSue of stuok as provided for in 
the. Budget j ~n  haa .increased by over £21 m~llion ~e borrowings through cGmpaniea 
which he O11gJnally contemplated. In India, bemdea raising our five-crore loan 
be!ore the war broke ?ut, '!'oe ~ve taken advantage of .&. spontaneous offer by Hi. 
Highness the MaharaJa 8clnd18 to place 50 lakhs (£I mlllion) at our disposal and for 
the rest of our orr~ in~, namely £7 million, haTe fBllen back upon the Gold 
Standard Reserve, 1n WlilCh we now hold a large and othel'l\ise unemployed BUm of 
money thl'Qugh the sale of reverse billa ~n  telegraphio . tranafor&, to which I have 
alre~ referre  Our advances ~~m this aource at. one time reached a maximum of 
£8 milbOD. u se ~tl  £1 nuIhon has been pald hack, and a further repayment 
could have been made had we only the requirements of the current year in "YiMV. 
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"39. In any case, however, we ]lave many rea.sons, in conditions like the present 
to maintain onr balances at Or high level. OUL' resources have to be widely dispersed 
in or<lcl' to keep treasurios and saviups banks well 8UI)plicd with funds, so as to luoot 
the claims of depositors or demands tor encasb.ment of currency notes, without delay Or 
ombarraSSDlcnt. We desire, too, as I have already said, to avoid as fa: as posSible 
curtailment of our deposits with the Presidency Banks in view of possible trade 
conditions_ 'Va haye also boon obliged to spend large sums On account of His Majesty's 
Government in conneotion with the expeditionary forces, and war }'e'luiremcnts 
generally, sometime before the outlay could be r o ~re  Our aggregate cash balances 
in India. and England arc oonsequently now ex}}ccted to stand at about £21 n1iilion On 
Slat March 1915, ns against the u ge~ ant.ioipation of £17t million and the 
£161 million which is usually accepted as our normal requirement_ As I shall show 
later OD, the ~ of some £41 million over the latter sum will be fully required llext 
year. 

Budget Estimate of Revenue and Expenditure for 1915-16. 

"89. I now turn to the Bu.dgot figures for 1915-10. The general results nro 
exhibited in the statement below:-

[In millions of £.] 
- - . 

Revised, 1914-16. Budget, 1916-16. 

Imperial. Provinci&l. Total. Imperia.l. ProvinciaL Total. 

-_._-- -_. ----

Revenue . • . 40'027 80'220 80-156 4S'855 30-1\92 80'347 

Expenditure • , • 52'689 32'446 85'115 52'4:25 81-755 ~  
.. 

Deficit (-) --2'74Q -2-217 -4-959 ·-2'770 I -1-003 -8-838 
._--

"40. It will be seen tha.t we estimate fOl' a deficit on the Imperial side amouutinoo 
to about £2'8 million, and that Local Governments are lleing permitted to draw au thei;. 
balances to the extent of £1 million. The aggrega.te excess of expenditure Over 
revenue on the combined Imperial and Provinoial account is thus about £3'8 million, 
against £5 million in the current year. .As already stated, our Budget is based On 
the assnmption that war will continue throughout the year, and on this hypothesis, 
we must allow for a deterioration of reyenue extending over twelve months, as com .. 
l)ared with the eight months of war conditiollS expcl'ienoell in the current year: On 
the other hand, we may fairly assumo that there will be some l'ecovery-of which indeed 
there are already signs-from the general dislooation of trade wJtich W#l.S speoially acute 
in the openinO' ta~  of the war; and also, ill view of present ~ i ultural prospects, 
that, apart fl ~m the war, the position under such heads as Lalld ReT"enue will be 
better in certain provinoes than it has been in the present year. On the whole, 
therefore, so far as present indioations point, we need not anticipate that the eventual 
geueroll'esults will differ widely from those of 1914-15. 

llevmme-Impe-rilil. 

"41. Thus, we budget for a total Imperial revenue of about £491 million lLoaainst 
nearly £50 million taken in the Revised estinlate for the current year. The pl'incipal 
further decreases ooour under Customs, Salt aud Rail ,,"ays, to which heads I shall 
presently refer more fully. Military receipts too will naturally suffer from the 
s ~n e of so many troops. On the other haud, according to prosent prospects, we 
look, tiS already stated, for a large impl'ovemcnt uUller Land Rcvcuuc,-..of ·which the 
Imperia.l s~~re ,!ill be £.128J,OO. l!nder Opiulll! we u p~t a better,ment?f ~ , , 
ip the RlltlCllJatlOll of somel!hat lmproved prICes. Our l ronsa ~l ns wlll Include a 
certain amount to bo sold dIreot to the Government of the StraIts Settlements, on 
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terDlS ~~ i  a~e llOW be.en settle.d by ngl'eelnellt for a series of yeat'8. There is no 
o ~ unportallt. bctiernlent lUHler tho principnl llends of )'evenue, ""hioh have 
ont n~ue l, up ~o ft late st.age of esti~llatillg, to show ,the effects of the depression 
resultlng from the war. But somo SllVlllg (£138,000) wIll be obtained on tho IUlpe-
lia\ ~ e \)j ~ a ~e e (Jt u.\.u:'l1.\\\\tlO\l of 'certain assignnlents to Loonl Governments 
which appear iu the Revised. 
"42. Under Salt, the advance payment.s of duty in anticipatioJ?-of ~ n e  tAxa-

tion, 'which hal'c inflat.ed the rc,-enue of the ourrent year 88 explOlned In paragraph 
30, "\Till tend to depress :it ill 1915-1GJ and ,ro hnY6 taken the Budget at £815,000 
less than the ReT'iseti estimate. 
"43. Under Customs, we antir.ipate a. fwiher decline of £377,000. ,We have, in 

this case, to allow definitely for the llrobable effect of the war on our Import trade 
durinO' 12 months in 1915-1G, as against S months ot the cUlTCnt year. The goods 
available for import into India are likely t.o be materially less than in the }Jre80nt 
year, ewing to the stoppnge of trade with enemy countries throughout 1910-16 
and other restrictions, and also to the partial "ithdrawal of the industrial population 
in the other l ni~erellt countries either to the fighting line or to tho manufacture 
of stores and materiel for war purposes. The set-back to economio prosperity in 
India itself ill ust also result in SOme }·eduction ill the demand fot' imforled commo-
(lities. On the other hand, the trade routes, it may be anticipated, wil continue to be 
safe throughout 1915-16, and we may look for an appreciable revival of oredit and 
confidence. 'Ve h.:,.ye not, therefore, considered it necessary to write down our reve-
nue Tery heayily as compared with the Revised, except in the two special cases of si}yer 
and cotton manufactures, Under the former sub-head, we expect this year a reyenue 
of close on £1 million. This is abnormally high even under peaue conditions, and 
for the coming year we have assumed a yield of £1 million only. Under cotton 
manufactures, again, we have provided for a decrease of £100,000 o in~ to the conges-
tion which has prevailed in the market for some time, which wIll probably be 
accentuated in present conditions. On the other hand, in the case of the export u~ 

-on rice, we haTe felt able to assume a substantial improvement ~~ ,  on this 
year's revenue. The export of Indian rice to foreign countries been specially 
low this year o-ring partly to the cessatit n of supplies to enemy countries, and alao 
to the diversion of shipments to India proper in the early months of 191i-15 88 a 
l'esnlt of the or~ooe of crops in Nortllem India. With the present favourable 
agricultural outlook, we may expect that tl1i.s latter faotor will be no longer operative. 
",44. Under Railways, we take the net receipts at £260,000 less than the Revised 

estimate, and the groes receipts at £35·3 million, or £298,000 less. Here, too, the 
-favourable agricultural outlook, and BOrne Jegree of general trade recovery, mal be 
expected to go far to counterbalance the loss of revenue in the extra four months 
during which war conditions are assumed to 1·*; operative. 

"W orking expenses are taken at £19'9 million or £159,000 more than the 
Revised. As I 11&Te already explained, we could not in any caRe have hopul that the 
temporary decline of our railway revenue would be accompanied by a proportionate 
fall in the cost of carrying the reduced traffic. But apart from that, we have found 
it necessary to make considerable addit· vlial provision for the im provement of the 
equipment of the railway lines, which was re}lreaented to us to have fallen lOme what 
behindhand in recent years, and to have become a pmaing requirement. 

" "\Vith t?-e reduced traffic, tho proL ts payable to companies will also be less and 
we bar-e pronded £197,000 less on this acc()unt, thus arriving at the net reduction 
given above. 

Jl,er,en,ue-Provincial . 

. "45. The aggregate Provincial.re"!ennc is estimated at £468,OOOfmore than the 
,~v se ~ Almost the o~e of thIS Iml'rOYemcnt itt contributed h-" the PrOl"incial 
s are ~,~ , of t ~ lncrease under Land TIerenue to which IIJaTe already 
referred. Apart from t , ~ C8nnpt look, under continued war conditioJ1s, to any 
strong rCCOTery from t ~ posItion which the re-renue returns for tJ16 lAter ttlonth. of 
the present year hal""e dJscloaecl. 
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EX1Jell ditu1'e-I mpel'ial. 

"46. ~ e total Imperial expenditure for 1915-16 is estim~ .. ted at about £52-4 
million, being : :~,  less than the Revised. Our cbief economy occurs under 
the Military sar'dces where we al'e budgeting for a reduction of £582,000. I shall 
reyed to this branch of expenditure in a separate section of DIy speech, and need 
only say here that in t.he llrcsent situation we baTe thought it incumbent upon llS to 
postpone aU militnry expenditure of an Ol'dinary kind which is not immediately 
l'equil'ecl. 'Ve shall be faceci with some difficult and prensing problems under this 
head when the war is oyer, but the present is ]lot the time and occasion when they 
cnn suitably be takcn. UI). ~ll t from the Milital'Y charges, the circumstances of 
Imperial expenditure do not offer great scope for any drastic reduotion of grants. 
We have, howeycr, cllrt'liled tho provision for Imperial Oidl Works by some £127,000. 
1Ve also save automatical1y (to the extent of £272,000) by the recall of officers from 
leave. That of course implies an additional cha.rge in India. under sala.ries, but this 
is ohiefly borne by the Provincial Governments. Against these economies, we have 
to pt'ovide an additional  £520,000 to lueet t.he interest charges on the borrowing 
programme which I shall shortly lay before Council; and Opium expenditure shows 
a consideral)le increase, arising from the necessity of supplemez:.ting our supply of 
C Bengal opium,' which we obtain fWIn the Gangetic yalley, by special purchases 
in lIalwa. 
"The relief from }'amine expenditure in 191q-16, while it eases our Budget under 

one head, adds to it under another, as it requires us to make a larger provision under 
the Famine Insurance Grant for reduction or avoidance of debt. 

E:cpendUflre-P,·ovincial. 

"47. We estimate this at £31,705,000, or £691,000 Ie'· than the Revised. and 
£2,293,000 less thau the ourrent year's Budget. As Honourable Members are aware, 
the lluctuations in the scale of outlay of tho Provincial Governments are at pr~nt 
largely dependent, under the oonditions established by the special grants of recent 
years, on the extent to which it is found possible for them to draw upon their large 
accumulated balances. When this year's Bn ~et was framed, we authorised such 
overdrawals to the extent of £3'2 million, which has come down in the Revised, 88 
I have a.ll-cady explained, to £2'2 million. We propose in the current year to allow 
Local Governments to draw on their balances to the extent of about £1 million only. 
"In present financial oirotuustances we might p,'ima. facie have been expected. to 

require Local GOl"emments not to draw on their balances next year at aU, i.e., to 
restrict their total. expenditure to the I'evenue raised within the year. But as I 
hare previously mentioned, Provincial revenues too are :being affeoted by the war, a.nd 
a restriction such as that suggested 'l\"Ouhr have involved a drastio curtailment of 
normal standards of expenditure, be3ides arresting all further immedi.."l.te development 
on education and sanitation, and interfering with the qfwsi-commitment,a into 
whioh Local Governments have entered in carrying out a programme of special 
expenditure on these objects Wllich they had every reason to expect to be able to 
maintain. We find ourselves obliged therefore to recognise the practical need of 
some relicf in this direction. The curtailment of total outlay which will still be 
necessary,' and in regard to which we have received the most loyal co-operation from 
Local Governments, has resulted, o.S i~ natural, in a large reduotion (£1,010,000) in 
the' grants for eXI)enditure on publio WOl']{S. Provision is made, however, for some 
additional outlay unrler Land Heveuue, Policp., and some other hea{ls. 
"48, We expeot thnt with this restricted pl'ogramme the aggregate Provincial 

balances On the 31st 1vIaroh 1916 will amount to £6'3 million. Of this, £2-5 million 
may be taken as aocruing £I'om special gran!s, mainly non-recurring, whioh have been 
made by the Government of India, mostly for expendituro in conn€ction with 
education and sanitation, 

GencI'al Results-Imperial aflll Provincial-

"49. Jlevel'ting to the table in pnl'ngraph 39, 'We estimate that in 1915-16 the 
toto.ll'eVellUe, Imperinl and Pl'ovincin,l, will lJe £80,347,000, and the total expenditure 
£84,180,000.-resulting in an Imperinl deficit of , ~  and a Provincial defioit of 
£1,063,000, t116 latter t.o ue met by drawillg OU the balances to the Ol-cdit of Local 
Governments, 
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Ways and Mes .. ns Estimate for 1915-16. 

"50. This brings me to tho question of ~ e inan ~ng ~f ur requirements in the 
second year of war. I will first glve the maln ftgUl'8S In mllbons of pounds, and then 
explain what they imply :-

Imperis.l deficit _ 

Provincial deficit • 

Capital outlay-

Railways 

Irrigation • 

Delhi 

Discharge of debt 

Unfunded debt . 

• 

• 

• 

• _ 2-8 

• 1'0 

_ 8-0 

_ 1'1 

'S 
9'4, 

• 1'0 

• · .. ~ 
Total • 1"4-

From Wane. •• '-6 
Rupee borrowing •• •• 8'0 
Sterling borrowing • 6'5 
Famine IDSIll'aDD8 and miaceUaneo1ll itelD8 ... 

4tld-Discharge of tempor:uy debt raised .Add-Renew.l of temporary debt raised 
in 1914-15 •  •  •  .  • 1"0 in 1914-15 •••• 14'0 

Grand total Grand total 

"51. We have to find funds from whioh to meet the Imperial deficit of the 
omin~ year and the e~pen~iture by Local ~vernmen~s ,in excess of the ~ven~ 
which t ~l expp.ct to m.u;e lD. the same penod. £1 mllhon of debt, maln1, In 
connection with the purchase of the Indiau Midland Railway some years ago, ia al80 
due for discharge. By 'Way of pn-caution,"too, we are assuming the poe:sihiHty of a 
withdrawal of £1 million more of sanngs banks deposits during the coming YNr. 
This counts as a liability against Unfunded Debt. We still gt't, however, aa in 
normal years, 8(,me credits under this head. more partioularlr the substantial deposita 
annually paid into the State Provident funds. 80 that there IS a oonsiderablo eet-off 
to the withdrawals from the savin~ banks for whioh this estimate makes proviaion. 
There remains the head of Oapital outlay. under which alone it is optional to us 
to curt-ail our commitments. We ar·; very reluctant to do this in the case of Irrigation, 
a!ld are accordingly proriding the entire amount (£1,100,000) whioh our Publio 
Works advisers consider they C-4n spend. In the CU!8 of RailwaJ'l, however, it is 
inev:itahle that some considerable ret: action should bo made, and in any cue, eYeD 
if funds had been available, it is unlikely that, in the lresent oiroumatao08l of 
manufacturing establishments at home, anything like tho 12 million. prorided in 
the eu: rent year could again be spent. We haTe accordingly taken the next Jeaia 
programme at £8 million. In conAidering the adequac1. of thit figure-and I regard 
it myself as the outside sum which it would be j1UtiJlable to pronda under present 
conditions-it must also be remembered that, as Jta.ted in paragraph". a ~  
large provision bas been made, on the revenue side, for eloeel, connected expenditure 
on the equipment of our present '1nt'l. In the cue of Delhi, ve baTe made a ~ 
large re ~ tion  ':Onftning the nex t year. grant, u I ahall explain in a later aeotioD, 
to a workIng nnmmum. 

"52. The tutal of these liabil:ties comes to about £1'1 million. In addition. 81 the 
~tement ~ , Y'e 11&Ve to i~ lu e, as pending obligations re ~ to be dealt with 
In o~~e tlon ~t  .tho ~mlng year', financial programme, tho diacharge of tho 
£7 mlllIon of India blila whloh the Secretary of State hat raised in the current .. rear, 
and the repalm~ t of Our loan .of the same amount from the Gold Standard :n.e.orye. 
Our total oblIgations are thus ralSed to some £281 minion. 

~  'fha first of the resources on which we can draw 81.nat these require-
ments 19 afforded bI the large eash balances wiLh "hiGh we ,hill 01018 the current 
year. As I have already said, owing to the loan. taken from the Gold Standard lI.aaene 
we expect t ~ ~ stand on ~t March next at about £21 'million. Ordinaril, f~ 
regard £16l mUllon 88 a suffioIent amount to hold in our trouuriea in India and at 
home at the c1os.e of & financial year; and we thus have about £4l million ,,11mb cau be 
rega~e  as avaIlable to ar ~ meeting our liabilities genOl'ally and Itillieave a litt.le 
~:~~ ~~~ :~ normal olOSlng balances. We shall f~ o set aside from revenue, under 
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the :Famine n~uran e Grnnt head, close on half a million for reduction or avoiclance 
of debt., thus r~ sing our assets to about £5 million. Even 80, we ar~ left, however, 
with some £9f million still to find, and have also the ~ million of temporary debt 
still to consider, The question now is, how is this shortage to he dealt with r 

No addition·aZ taxation. 

"54. The first method of adding to our resources which would naturally suggest 
itself-one, indeed, which we haye ,"cry seriously considered-is to follow the lead 
of the mother country and impose special taxation; and I haye no doubt that the 
majority of the members of this Council haye been asking themselves for some time 
past what line we shall takc on this question. Those who have followed my remarks 
on the revenue position will, howeyer, have already bad their anxiety relieved. 
We do not propose on tbis occasion to raise any money by increased taxation. 
1-Ve should nOL hesitate to do 80 to meet a deficiency in revenue which promised to 
be of a more or less abiding character. But the present circumstances are altogether 
peculiar. 1re know that, ordinarily, we can count on surpluses. India. too has a 
very small unproductive debt.; and, with trade conditions depressed, and tllC present 
abnormal rif:e in food prices in a Jarge part of the country, we lJave come to the 
conclusion that we ought not to add to existing taxation unless it is absolutely 
necessary. 'Ve hold thaL this llece'sity has not yet arisen, sinr.e the deficits of the 
current and coming years are, as aJready stated, entirely the product of special a.nd 
temporary circumstances; w4ile, as regards ways an.i means, we see our way, in spite 
of these deficits, to financing all outlay immediately necessary. We ha "6 to bear 
in mind, too, in deaHng with an essential point of poli<'Y like this, the possibility 
that an impl'm'cment of conditions, whether by the conclusion of peace or otherwise, 
may, after all, take place sooner thau wc are yet entitlcd to assume. When this 
occurs, we shall, I have no doubt, rapidly regain at any rate a large portion of the 
sayings banks deposits which have been withdrawn from us, and may hope for 
improyement in other directions as well. 

BON"Owing p1'ogramme for 1915-16. 

"55. I return, then-the taxation alternative being rejected-to the queRtion of 
how we are to 11 nance the needs of the coming year. In 1 he first place, we propose 
to continue the loau of £7 million f,'om the Gold 8tandard Reserl"e and leave it f\till 
outstanding on the 31st March 1916. As I baye a heady said, the money we shall 
thus employ would otherwise lie inert and the propo~e  tl'ansaction makes no 
difference to our actual stock of gold or our freedom to use it in supporting exchanO'e. 
It merely requires the transfer from the Gold Standard to the Paper urren~  
Rpserl"e ot a certain amount of the gold we should other\\ ise hold in the former, 
since tht1 gold thus added to the Paper Currency Reserve will enable the transfer 
therefrom of a corresponding quantity of rupees in aid of our Treasury balances. 

cc The Secretary of State also intends fo renew in 1915-16 the £7 million of India 
bills which he has raised this year. This disposes of the ten1porary debt for the time 
beingJ but still leaves us tlie original £9 t million to find. 

" 56. We propose to obtain £3 million (41 crores) of this amount in India. We 
shall of course raISe this by a. pubiic loan if, 'when the time comes, this is found to 
be feasible. "r e raised R5 Cl'Ores in the cunent year and with great success j but 
that was before the war, and I fully recognise that the circumstancces are now 
entirely different. I must therefore in any case reser\'e the considera.tion of the 
time and the best method of borrowing in India next year, including, that is, the terms 
to be offered and the character of the loan. I recognise too that the circulDstances 
pre'Valr at in J nly, when we usually float our loans, may prove to be so unpropitious 
that'we may find it desirable to have recourse to other methods for raising either a 
part or the whole of this amount: for example, one alternative open to us might 
be to increase our borrowing from the Gold Standard RCSerY8. 

" o7.-In addition to the funds which we thus find in India, it is the Secretary of 
StatJ's intention to raise £6-, rnillion by fresh borrowing in England, either direct 
or t rou~  the agency of companies working State lines. I should add, however, as 
1'( (l'nl'ds this, 'l'hnt I have already made clear as regal'ds I"lpee b(\rrowing, tllRt t.his 
nll~oun em nt is subject to the usu.al reservadon that the amount way he v rl~  
lrltor on if chcumstances 6hould render this n~ isa l~l 
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cr 58. To sum up this examination of a oomplioated' anel diffioult position, I may 
briefly state thr.t we propose a l-educed hut still considerable Railway programma, 
a full standard of expenditure on llTigation. and a minimum outlny on Delhi; 
while to meet our C8.11ital outlay and revonue deficits and OUl' other "arious require-
ments. we contemplate renewing the temporary loans raised in tho current ) ear, 
and finding a further £9l million by addit.ional borrowings, whether permanent 
or temporary, in England or in India. Wo thus put oUl'seh-es in a position 
to finance all requirements with which, as far as we can at present see, lYe are 
likely to be ~nfront  in the coming year, while at the sanle time providing for 
the maintenance of a.n adequate olosing balance. 

u' 59. I have not taken into account in the above caloulations the £4 million up 
to whioh the Secretnry of Btute has permitted us to reduoe the cash boldings of the 
r~p r Currency Reserve. This money will be pdmarily held available for loans to 
banks for the enoouragement of oredit anel trade, without reducing our Treasury 
balances beyond what is prudent, while if there is .anr remain.der it o~ t to be 
treated as a special reserve ~~nst unforeseen contiuO'enOles. In a 'year III which 
there may be so many surprises, it is most desirable t.o tave a reserve of this oharacter. 

Remarks on certain special heads. 

"60. I DOW furnish some supplementary information iIi regard to cert!).in special 
and import-ant heads. 

A.-Military Services. 

cc 61. The table below shows the gross and net expenditure on Hilitar1 Services for 
the coming year and the four years preceding :-

1911-12- · • 
1 912-18 · · 1913-14 · · 1914:-16 (Budget) 
914-16 (ReviSed) 1 
1 915-16 (Budget) 

· 
· . 
• 
· 
· 
· 

Army. MulDe. 

£ I. 
19,036,546 450,728 
19,676,628 4.79,928 
19,789,239 012,845 
20,305,800 604,900 
20,211,200 .J.8-4-,700 
19,881,100 ~  

I 

GBOII. 
Hz?, 

;,.., DDUO!'-
I.e» ~ ft  

. 
llllltary 

n~~  Total. All lUlItary 
Work .. Iaeada. 

£ !, t. I. . 
909,657 4,706 20,901,687 19,658,680 
887,819 , ~  20,9';8,100 19.565,466 
947,297 16,88-1. 21,2(jo,165 19,b96,11S 
, ~ ,  83,000 21,866,100 20,501-,00U 
1,017,000 ~  21,602,4:00 20,486,100 
744,800 21,100 21,220,:iOO 20,000,000 

-

"62. 'The net expenditure in the current year is expected to Call below the 
Budget pr(,vldon framed in March last by £13,000 only, due to an anticipated decrease 
of £M,OOO in expenditure, partly counterbalanced by a fall of .£51,,000 in receipts. The 
war baa necsmsarily affected: the' lfilitary estimates of the fear in a very considerable 
degree. C" the one hand it has led to some temporary savings in charges as a con-
sequence of exchanges and re a rran~ents of troops, of the partial suspension of the 
Arms Trame operations in the ]:lerslan Gulf, and of the usual tl"OOping ser,'ioe, an<l 
also with reference to diminished supply of stores lrom ~urope  Per oOllt,.a, ext"a 
expenditure had to be incurred for tlle protection of India and in connection with 
the internment of citizens of hostile countries; the prices-of food supplies t ro~ out 

the year show an increase; and the receipts from payment-issues of clothing. proY18ions, 
etc , ba'fe fallen below the normal standaTd. 
"63. For the coming lear the net Militaryexpenrliture has been fixed at £20 

million, or £487,000 lower than the Revised, B1ld £IJOO,DPO less than the Budpet 
provision f.Jf the present year. In consequence of the war, erpendituro is beIng 
restricted to what is con8idered essential COl" the maintennnce of cfBciencl and the 
protection of t ~ country, 'While a ~ er fall in receipt&. must be. anticIpated Ilud 
bas been taken Into account. ProVlSlon haa been made for a cont1nunnce of work 
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on certnin Itoyal Indian Marine ycssels now on order, for the improl"ement of the 
nc"ommodation of Indian comhatants and non-combatants, and for progress with tho 
new calltonmont (J Delhi. A considerable amount of expenditure usually incurred 
on trooping und the pre,'ention of gun running on our borders temporarily disappears. 
The trend of food prices, howeycr, continues upward, a.nd this has been provided for 
by 6. 5 per cent. incl'ease on the Budget I)1·ovision of 1014-15 on this account. 

Ct 64. The figures given above do not include very considerable expenditure which 
is being undertaken on behalf of the Imperial Government, in the matter of the 
supply of mUliitioDs of war and other stores to the forces of the Empire engaged in 
active operations, since such outlay is made good to us by His ~la est s GOTernment. 

"They do, however, include-and I desire to lay specia.l emphasis on this fact-the 
sums which, under arrangements with His Majesty's Government, initiated by a 
Resolution brought fOl'wanl in this Council last autumn, India. contributes towards 
·the cost of the war, that is the portion of the t.otal expenditure incurred on the 
ex-peditionary forces despatched from this eoullh'y which she "Would haTe had to 
aefray had t.hey l'emnined ill India umler peace conditions. These arrangements, I 
may remind the Conncil, ha,'e received constitutional ratification by Uesolutions 
passed in both Houses of Parliament. Your Excellency, 61>eaking in this Council 
on the 8th September last, mentioned that, on a rough estimate, these arrangements 
would cost India about £1 million during the CUl'rent year. That estimate, however, 
was framed with reference to the expeditionary' force we originally sent to Europe. 
The scale and the directions ill which troops from India ba,e since been utilised for the 
operations which thr. armies of the King-Emperor are carrying on against hh enemies in 
"arious parts of the 1Torld haTe since been greatly enlarged; and we now anticipate, 
t ou~  the complicated calculations involved. are still subject to further exalLination, 
that india's contribution towards the cost of the troops she has furnished "Will amount 
to £1'9 million during the current year, and to £·.1,'8 million in 1915-16, on the 
assumption, which has gOl-el'ned our estimates throughout, that the war will continue 
to the end of March 1916. 
"65. The figures ~st given do not, however, represent the full measure of India's 

cfiering towards the expenses of the waf. The Indian Princes who have placed their 
Impelial Service Troops at our disposal in connection with the expeditionary forces 
me also beating the normal charges which would fall upon them in peace time, only 
tl:e additional or war charges being met by His :Majesty's GoYernment. Further, some 
of the Princes have also made ge:cerous pecuniary contributions towards tlle general 
cost of the war; and I may make special mention here of the fact that His Highness 
the :Maharaja of MYS01'6, as indicated in Your Excellenoy's speech to this Council on 
the 8th September, has given HoD lakhs (£333,000) in this way, while His Highness 
the Nizam of Hyderabad has made a contribution of ll601aklls (£-100,000). Other' 
similar contributions bring such a.ggl'egate donations to £7GS,000, of ~ i  we 
expect that £480,000 will be paid in the current year, and the balance in 1915·16. 
Though these loyal and spontaneous contributions arc, in the first instance, paiel in to 
us, we haye no intention of deriving any benefit therefrom, They will, be passed on 
to His Majesty's Government by an equivalent deduction in the charges "We should 
otherwise have to make against the-' in connection with special war expenditure. 

B.-Fa.mine Relief. 

"66. Speaking at this time last year, I said that a tu~l famine conditions in the 
United Pl'oyinces were then confined to fOUl' dishicts and that scarcity had been 
declared in SCTen others, To the scarcity districts two -were subsequently added., 
but the afflioted nrca has fortunately been much less than we at one time feared, 
and, although the calamity has been a severe one, special measures wcre only found 
necessary in an area of about 20)000 square nliles with a population of nearly 
71 millions. 
"The nUlubel' on relief of all kinds reached a maximum of 219,000 at the end of 

May, but with the advent of the Dlonsoon the Dum.bel' fell rapi(Uy and ollerations 
were finally closed down in Ootobei', The Murch rains !J.nd a good monsoon helped 
matt r~, but, apart frolll this, distress was conlined within comparatively n31:row 
limits not only by the mUllllCl' in which relief was distributed, by fodder COllceSSIOnSJ 
by liberal takavi, and by tIle sHsl>el1sion and remission of revenue; but also, we are 
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told by Sir Janle8 lIeston, by the remarkable oapaoit.y whioh tho people themselves 
hayo shewn in .. facing their troubles it ou~ direct measures of famine relief. This 
he ascribes not merely to a succession of excellent seasons, but to a widespread 
oonfidence, based on expt!rience, that GO"ernment will come to their aid ""hen luI 
necessity arises, and to a stronger power of resistance. due to something more than 
purely temporary causes, among nearly all classes of the people. 
"I need not refer to the affected areas in other parts of India, as nowhere was 

distress aD: thing like so widespread or severe as in the United Provinces. 
"67. 'l'he Budget est.imates for the current year pl'o"ided fo), nn outlay of £299,000 

on famine relief, mainly in the United Prol"'inccs: the probable expenditure is atill 
estimated at £290,000 of which £106,000 ,,~  be borne by Provinoial revenues and 
the balanco of £l8..J.,OOO will fall on mperi~l  Agricultural prospects in the areas 
which were affected by famiDe are now very satisfactory, and a& the estimates for 
next year are as usual framed on the assumption of a normal mODsoon, no outlay on 
relief is anticipated in that year par~ from some small expenditure (about £7,000) 
in adjustment of this year's accounts. 
"68, I explained in paragraph 41 of my speech introducing the last Financiai 

Statement that the amount avai1able from the Famine Insurance Grant of £1 million 
for the reduction or avoidance of debt, after pro'liding for an expenditure of £500,000 
on protective works, varies with the actual outlay on famine relief in each year. The 
amount available fol' tha.t purpose is estimated at £210,000 in the current year and 
£493.000 in the next, of ",'hieh £15,000 and £328,000 respectively, '\'fill be charged in 
the 1m perial section. 
"69. In p~ p  42 of the sam~ speech, I referred to the system of Provincial 

famine credits, and in a debate in this Council on the 7th March 1914, I promised 
that I would consider the possibility of modification in the application of this 88, 
between the varioUl Provinces. I have fulfilled that promise and, as the result of the 
investigation made, we have put suggestions to the Local Governments for the 
simplification of 'what is now & very complicated system. After full consideration 
of their .replies we shall decide on the precise action which may be necoaary and 
refer the matter to the Secretary of State. 

C.-Expenditure from Special GraDts, Education, KedicaJ. etc. 

"70. I ,,""ent into this matter ruuT. last year, and on the present occasion I need 
only give a table similar to that exhiblted j._ paragraph 46 of my last year's speech :-

[ID thoaa&llu of &) 

I 
TOTAL B.u..tJc. : 

TOT.t.J. .BUTI GITU 
i DP(lDITUU SXPIC'I'D ro 
~ JJCl:2UD· .& loT .t..1J..UL. 

(1911.12 TO 19l6-16j. , 
(1911-12 TO oa In , . I 

I 191i-lci). Anu.1916-

Recan1Dr· NOIH'eearrhlg. ! 11 on-recarrlDg. 1'0IM'IIUI1Df. 
I 

(1) Education • . • · • 163 3,lG6 I 2,018 1,088 
(2) Sanitation . • • · • I 

245 1,7:l8 I 1,112 GIL 
(8) If edical relief, etc .• · • · ... 58 63 6 
(4-) A griculture, etc.. •  . ... li1 166 11 
(6) Granta for othtT ~l pu!'p08ea • ... I, •. "; 1,416 118 
(6) Grants for general pnrpoees-(Di .. 

cretioDUy grants) • • • ... 667 88 119 

I 

I I 
-

TOTAL . I 1,008 1,336 5,218 2,118 - I 
~ Bavi ga on recurring grant. during foregoiDg period (about) 396 . 

Total amount expected to be aftiJable from .pecial graota 
on the lit April 1916 •  •  •  •  •  • Z,u18 
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" The large balance ctill in hand is in considerable Ineasure due to the faot tha.t, as 
already stated, we have found it necesgnry, in existing cil'cutnstnnoes, to debar JJooal 
Governments from drawing on their balances with us during the ooming year bayond 
an aggregate amount of about £1 million. 

D.-Financial position of the Provinces . . 
"71. The new form of Statement D, to whioh I have a.lready referred in paragl'aph 

22, exhibits the general finanoial condition of the Provinoes 80 fully that I need 
not mako any cxplano,tOl'Y comment. But it is desirable to say, with reierence to the 
l'oncluding remarks in pa.ragra.ph 49 of my last year's speech, that we have deoided, 
with the concurrence of the Local Governments concerned, to extend for the present 
the temporary fina.ncialsettlements with Bengal, Bihar and Orissa and Assam, which 
would normally h::ne been put on a. permanent basis from the 1st April next. The 
l'eason is, of course, that the present time is not an opportune one for dealing with 
permanent settlements, which can be much more safely framed when the Govern-
ment of India are in 80 normal financial condition. 
"72. We have, however, made a modification in the :Burma. settlement. I men-

tioned in paragraph 24 of my last year's speeoh that we had under consideration a 
proposa.l to make some addition to the l'esources of the Burma Government, and that 
we had in the meantime given them a non-recurring grant of £100,000. We bye 
now decided, with the approval of the Secretary of State, to ma.ke this grant a 
recurring one, since it was found, on careful examination of tne calculations upon 
which the existing financial settlement with Burma was conoluded, that the method 
adopted was not so favourable to the Local Government as was the case in the per-
manent settlements concluded about the same time with other provinces. Our present 
grant is to afford redress in this respect and, as I indicated la.st year, implies no 
departure from the general principles upon which our permanent settlements witli 
the provinces are based. 
"73. Lastly, I may say that we have effected an arrangement with the Punja.b 

Government by which that Government hands over to us a CrOl'6 of rupees from its 
veIY large balances (which have been obtained in great measure by non-recur-
ring receipts from the sale of Government lands) in exchange for a fixed assignment 
of R3l lakhs per annum. It will be realised, of course, that, as the Provincial 
balances form part of our genera) re50uroes, this arrangement does not put an addi-
tionalO1·ore of rupees into our pockets, but merely saves us from being drawn on to 
that extent at some subsequent date. 

E.-Railways (Capital Outlay). 

" 74, The following statement gives the figures of railway capital expenditure on 
State-owned lines included within the Rail way programme for the coming year and the 
four years pre ~ ing:

o 

L 

pen line: including rolling £:tock 

inc9 nmler cUlst.ruction-
(4) Started in previous years 
(0) Started in current year 

-

. 

. 
, 

1911-12. 

E 
5,058,890 

, ~ ,  

452,150 

7,914,393 

---

1912-13. 1918.1 .. 
l ~  1915-16 
(8el'ised). (Budget), 

! 1. l- t 
7,134,200 110,303,100 10,Sn.,700 6,94,7,000 

2,658,700 \1,871,500 ,~ ,  719,700 
103,2.00 I 181,700 ... 333,800 

1 
ll,632,400 9,89t\,100 112,300:300 8,000,000 

I 

rc As I have already explained, the fmancial position nncf'.ss31'ily requires a material 
curtailment of tlle Railway programme for 1915·16 aa COnI pared with the figures 
reached in the tllree preceding years. The grea.ter Pal't of the money inoluded within 
the reduced programme is as 'Usual devoted to the improvement of open lines and 
rolling stock. 

C( 75. As l'cgards railways nuder construction, the Lower Ganges Bridge, which has 
for the past felv years made so heavy a call upon our resources, will be Qpened 
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for traffio in a few days, and the outlay required for its ftna.l oompletion is 
'fery small. The ltarsi-Nagpur Railway is not yet com}lletoo, and ""8 propose to 
spend £333,000 on this important project in .order that., if possihle, it may ho opened 
t.o l)ublio traffic before the close of the next financial year. The only othOl' important 
lines still unner construotion a:e t.he Burdwau-Howrnh Ohord, and the soheme for 
an oTerhead connection of the Great Indian Peninsula Raihl"ay in Bombay with its 
Harbour branch. These are hoth equivalent to works of open line improvement, since 
they are primarily designed for the relief of traffio on existing routes, and we 
pro})()se to allot funds which will permit of "full rate of In-ogress being main-
tained throughout the year. 

" We have also resen'ed funds for several new projects. mon~ these, the 
Vishnupur-SantrRoD'8Chi Chord is, like the Durdwan-Howrah, primarily Intended for 
the relief of the existing lines betlr6eU the coal-fields and Cal 0 utta. The Dholka-
Dhanduka. Railway, again, is a project for which we made provision in our 
llrogramme of the current year, but the commencement of which had for unavoidable 
reasons to be deferred. Provision is also made for the last section of the Southern 
Shan States Railway. The construction of this important pioneer line bas been 
ompl~te  up to the plateau which divides the lnle valley from the rest of 
Burma., and it was at one time proposed that the construotion of the remaining 
section, bern-een the plateau anel tho Inle lake, should be temporarily deferred. It 
has been represented, o ~ er, that tLe further development of the Southern Shan 
States will be seriously hampered if this extension is not carried out at once, and 
the matter is now being taken up. 
"76. We are thus still able to provide for an appreciable amount of railway exten-

sion at the oost of Imperial funds; while the progreaa of construction by the agency of 
private enterprise and District Boares, though retarded by the war, will not by any 
means be stop:ped. Last year I informed the Council that in 1918-14. seven different 
undertakings, with an intended mileage of 292, had been sanotioned for construction, 
either under branch line terIDB or as feeder lines financed bl District Boards in Madras, 
and, but for the war, there would doubtless, 88 I antioipated then, have been at 
least as =ufil'ogress this year, for in its first six months branch li ne companies had 
. been au 11 floated for the construction of 172 miles of railway. Since then, in 
spite of the war, the ~pit l required for three branch lines of raJway, involving a 
mileage of 62, has been successfUlly raised, while several District ~oar  projects are 
likely to mature in the near future. 
"77. The following ~oures show the capital outlay on alJ State lines up to the 

end of each ..,ear from ~ a.nd the net return obtained after ueduoting 'Working 
expenses and mterest oharges:-

[ III thoa8a.nu of £ ] 
- -

19H-I!. 1912-19. 1918-U. ~  1916-18 • 

.. 

Capital at charge at end of each year . 8311247 3-1-0,103 361,80Z 361,106 368,618 

Net working profit; from 
ucladiug interest charges. 

railways 16,818 17,272 11,61 tl 
• 
16,102 ~,  

Percentage of net working profit to 4'71 6·08 r ~  1 ~  {'-01 
capital outlay. 

Net working profit hom railways ~fter 
Ylleeting interest charges. 

3,788 ... ,S08 -t.,1\)0 1,91"- 1,179 

Pereentage to capital outlay of net 1'14 l-,n 1-36 ·63 -32 
profit. after meeting intereat. charges. 

I 
- - ---... _,..-"" " .. -----_.--- ~ , .... .::-.. ... , ----

"'18. I have a~pl fi~  the statement, 8S <:<,mpn;:cd \dth the information given 
last year, 80 88 to discrIminate tha profits obtnllled before Ineating intel"eat charges 
from those finall.y urrived at by tllc inclusion of the interest burden. I l11nl explain 
too that the capital outlar now shown represents the amounL ,,-hiclt it has aotualJy 
cost Government to acquIre and construct its I:ailways, including the padiou of the 
liability in connection with purchased Jines which l'cmains to be dU;charged by the 
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operation of annuity and sinking fund payments. In the en-sa of purchased railways, 
it has hitherto been the practice to show in the capital outlay the capital issued by 
tho companies before purchRse instead of the sums which it has cost Government 
to aoquire tho lines. The latter figures al'O wbat we are conoerned with in working 
out the profit we obtain from State outlay, and I hal'e substituted them for the 
capiW. issued 1)y the companies in arIiving at tho figures shown in the foregoing 
table. I have also deferred to an oooasional criticism of our figures by deducting 
debt whioh has been e~tinguis e  by the operation of annuity and sinking fund 
payments. 

"79. The final net profit on railways was estimated in the current year's budget 
at 1'14 per cent. of the capital on the method then adopted, and would have been 
1'08 per cent. on the altered basis above explained. We now estimate it at only 
0'53 per cent. this year and 0'32 next" the result, of course, of the falling off in net 
railway earnings whioh I have already dealt with in my review of the revenue 
estimates. It mu,t, however, be remembered that, as I said last year, the foregoing 
figures include some capital outla.y on protective fRilways, and also that, in aocordance 
'With the instructions of the Secretary of Stute, the interest charges include certain 
annuity and sinking fund payments which really go to the discharge of debt. 

F.-Irrigation (Capital outlay). 

"80. The financial position of our great irriga.tion undertakings may be gathered 
from the follo'wing table, which bring3 up to date the inform.a.tion given in previous 
Fbandal Statements. The figw'es are in thousands of pounds. 

P arllculars. 1911-13. 191.2-18. 1913-14.. 
1914-15. 
(Reviled.) 

1916-16. 
B~ ret  

_____ l _____ ~ s B ____ 4 ___ 1 ___ & __ 1 __ 6 __ _ 
Pf'otlNcti7J6 11' ori •. 

Capital outlay to end of each 
year •  •  •  • 

Total receipts, including land. 
revenue aue to irrigation • 
Total expenses, including 

intere~t on debt •  , 
Net profit •  •  • 
Percentage of net profit to 
capital outlay 0 • 

ProtectivfJ Wor/:" 

Capital outlay to end of each 
year. •  •  • 

Total receipts, includ.ing land 
reveuue due to irrigation • 

Total expe05CS" inoluding 
interest on debt •  • 
Net loss. •  •  • 
Percentage of net lOIS to 

oapi~l outlay •  • 

Minor 1f'0,}, and 
NarJi,alion. 

Direct receipts. • 
Expenditure • 

• 
• 

~etl ii  • • • 

31,929 

3,662 

2,163 
1,499 

4'70 

3,804 

71 

165 
94 

2,'48 

247 
SS6 
5S9 

33,341 

4,065 

2,203 
1,802 

6'40 

-4,206 

81 

188 
101 

266 
842 
676 

S4,645 

4,338 

2,806 
2,082 

4,796 

112 

218 
101 

2·10 

263 
91l-
651 

85,823 

4 .. 839 

9.,391 
1,948 

0'414 

102 

2.39 
137 

86,931 

4,397 

2,438 
1,959 

5'80 

5,840 

115 

257 
142 

20"'3 

283 
949 
666 

273 

1,021 l' 
748 

... ..:::.":0.:=-=-==:-==._,=_ =========--=--==--===_===-.:;:-:, ___ ===-==_ ==--===_,=-====-= ==-=-=-= 
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n 81. Taking producth-e, protectiye amI minor ',,"orks together, on the 8lst Maroh 
last, 61,864. miles of main and branch cauals nnd distributaries had been oonstruoted 
which will, it is expected, be increased to 62,901 miles by the end of the curreut year. 
They oommanded an area of more than 50 million acres of oultllrable land, of which 
nlore than 24 millions were irrigated in 1918-14, and an almost equal area during 
the current financial year. 

n 82. In addition to the cnnals in tl ~, there are-41 major projects whiCh are either 
under constructioD, awaiting sanction, or being examined by the professional adviaera 
of Gm·ernment.. Of these, 20 al'e }>l'oductive nud 21 protective ; thoy are desigued to 
irrigate about 91 million aores at an :,~ t  cost exceeding £89 million. 
"83. No new works of any magnitude 'were sanctioned during the eurrent year, 

but a large project of the protective olass, known as the Gokak extension aaheme, 
is awaiting the orders of the Secretary of State. This ,,,,ork is estimR.ted to 008t 
about £1'3 million It will irrigate some 132,000 acres in pa.rts of the Delgaum and 
Bijapnr districb of the Bombay PresideB.0Y, in l~ ing Kolhapur and certain adjacent 
native states. 

" 84,. None of the large projects mentioned in paragraph 78 of my speech last yeaI' 
have progressed to a stage at which they can be put up for sanction. The Bukkur 
:Barrage scheme is undergoing fresh investigation, and the questions invol,~ in the 
Cauvery scheme are not yet fully settled. The Kistna, Sarda, and 8utleJ Valley a:ects are being invest\,ooated by the Local Governments conoernoo, while the Koch 

scheme is now before the Government of India. 

"85. The Triple Oanal pro e~ in the Punjab is the most important work at 
present under construction. Of the three canals constituting this great work, the 
Upper Chenab and Lower Ban Doab, although not yet finished, are actually in U88 
and ap~ serving considerable areas of kla";! crops. Extensive rtJbt irriooation will 
not be possible until a suffioiency of water becomes available in the coid weather, 
through the opening of the Upper Jhelum canal, the third link in the chain. This 
oa.nal was expected to be in operation last autumn, but owing to damage to the head 
works caused by an unfortunate 1100d which occurred early in 1914., it has been 
necess a:ry to postpone its opening till October 1915. 

rm~ rements are now in tJrogress for oolonising t ~ extensive waste land 
commanded by the Lower Ban Doab canal, and already some auction sales have taken 
place. In the North-West Fronfer Province the Upper Swat canal was opened for 
irrigation in April 1914, and in the Central Provinces the Mabanadi canal has begun 
aupply for irri.,aation. While nu ~ro  tank works exist in this province, this is the 
first canalsyatem to be constructed there. Good progres ~ has also been made on the 
Wainganga canal and the Tendulli reservoir. 

"86. In the UiUted Provinces, progre8S is being made with the construction of 
permanent head works for the Gauges canal at Hard war, a lU68SUre which will 
greatly increase the efficiency of that system. 
In the Bombay Decoa.n, two important protective 'Works, tho Pravara and 

Godavari canals, are nearing completion, while the Tribeni canal ill Bihar and Orisaa 
has been completed. 

I' G.-Delhi expenditure. 
"87. The expenditure undpr the capital head, "51-Initial expenditure on the 

new Capital:' during the Clll,tent ~ear will, according ~ r .. esent expectations, 
amount to £363,000 88 oomparcd WIth the budget provislOn of £666,000. AI I 
said last year, the exact de9fOO of progress to be expected in wOlk immediat'11,. con-
nected with the intended buddings could not be settled with ~ n  precision until the 
project estimate had been fully considered and eventually sanctioned. If the soma-
what conjectural budget estimate has thus proved to be unduly  sanguine the cauae 
is to bo found mainly in the care which has been exercised in considering the variOU8 
main projects before expenditure ,vas incurred. Thus" in the case of the irrigation 
scheme for the new-city, it was decided to consider several .alterna.tive methods of 
solving the problem before setting work in hand, and the allotment for irrigation 
works thus re~ne  ~uti ise  Similarly, w?rk cannot safely be oommenced on 
the larger Bamtary prO)8Cts, such as 'Water v~  and sowerage, until the detailed 
plans and eatimates have been prepared and sanctioned, a.nd much of the time of tha 
Delhi Committee's staff has been occupied in work of this kind. Moreover, in 
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view of the outbreak of wai-, we have welcomed a slower rate of progress than was 
originally oontemplated. The lapse which has o ul r~  is a. usoful addition to our 
general resources, and the avoidance of large c01nmitmonts in the current year has 
facilitated the onrtailment of the grant in 1915-16, to which I shall shortly refer. 

ee 88. As regards work done in the current year, the preliminary tnsk of preparing 
the. site by filling up depressions and removing excrescences has been TIgoroUBly 
prosecuted, and is now well on towards coml)letion. 1\ enl'ly a third of the works 
expenditure has been absorbed ill this and other preliminary WOl·k. l{ore than a 
third, again, was incurred ou the purchase and erection of the machinery and plant 
required for construotion purposes, and the scheme for the supply of elcctric power for 
these purposes is now completed anu iu operation, while some 28 miles of construotion 
light railway have been laid. The Oommittee ha,re also oompleted construction roads 
on the alignment of the future pel'manent roads. Work llas been started on the 
foundations and basements of the Secretariat, and 6 houses for gazetted officers and 
over 200 for CICl'ks are already in course of erection. There has also been some small 
expenditure on the acquisition of further land. . 
"In the special circnmstc:'l,llCeS of the present time, we have thought it desirable to 

reduce the grant for the coming year to a luinimum. The Budget accordingly 
includes a provision of £26i,OOO only, which will 8uffice to carryon, in some degree, 
the work already in progress, a~  80 obviate the deterioration of material and t ~ 

disbanding of establishments. , 

"89. In accordance with the undertaking given by the Government of ID.dia on 
preyious occasions, a pl'O formA account of expenditure on Delhi and the Delhi province 
is published in an appendix t.o the Financial Secret.ary's memorandum, ioge~er with 
a prefatory note explaining its scope and the relation between it -and our regular 
accounts. As Honourable Members will see from the prefatory note, the form in 
which the Delhi aooounts are -now published was approved by the Comptroller 
General before its submission to tho Secretary of State, who has telegraphed his general 
acceptance of the proposals put to him in this connection. 

Cash Balances, Secretary of State's Council Drawings 
and Exchange. 

"90. I have dealt with these matters in a previous portion of my speeoh and need 
only remind the Council of t.he following facts :-

C( (1) We budgeted this year for an aggregate closing cash balanceof£17t million, 
t,iz., £12'4 million in India and £-1'9 million in England. We now expect the total 
ba.lance to be a little over £21 million, viz., £13'8 million in India and £7'4. million 
in England. . 

"(2) We estimate that the coming year will close with a practically normal cash 
balance of about £16l million, fJiz., about £12i million in India and about £4 
million in England. 

"(3) The Secretary of State's drawings were estimated in the current year's Budget 
at £20 million. For reasons already explained, it is now estimated that he will only 
ha.ve drawn £6-9* million against Treasury balances, while on the other band we 
shall have sold £8'7 million of reverse bills and telegraphic transfers. The Secretary 
of State will, hO'never, baye ohtahled further resOUl'ces amounting to £8'7 million 
by recovery from the War Office of sums expended in India on behalf of His 
Majesty's Government, besides a sum of £1'6 million by h'ansfer from the Paper 
Ourrency ReserTa in London and by gold remittances. 

"91. Postulating the continuance of war conditions, we estimate for the prese!lt 
that the amount up to which the Secretary of State will require to draw in the coming 
year will be £7'7 million only, since he will also be able to finance himself to the 
extent of £8'4 million by recoveries from the War Office of the charaoter men-
tioned aboye, and the Home charges will Le less thun usual owing to the reduced 
Railway programme. As usual these announcements are merely provisional, and 
full discretion is _l'etained to vary the amouuts in such a manner as nUl be" fOUlld 
advisable. 

"9:a-. The averll~e rate of exohange during tho pl'c38nt year, ca1culat.ed on the 
Secretary of State's (lrawings, is tnken at 16'017 pence per rupee. 
-----,--

• Besides £600,000 011 account of the Gold StandArd ne~rve ~ i  footnottl to paragraph 10 "'pra. 
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Currency and Ooinage. 

"93. I have dealt so fully with qnestions of exchange and currency ill the earlier 
part of my speech that I need not no,,, dwell on the 8ubject at any lencptb. I mlllt, 
however, refer to the final Report of the Royal COlnmission on Indian Finanoe and 
Currency, which had not been receh·1 at the time I presAntod the Finanoial Stat.,. 
ment of the current year. We have weluomed H as a pronouncement of the higheit 
interest and value, and as affording nmplo vindication of tho general polioy of the 
Government of India in matters of finance and currenoy in past years. I do not 
en]arre on the particular r~omm u atiolls lnaue a~ they are still Glib jfuJice. Last 
sum~er we referred them for the opi nions of Local Governmonts ancl representative 
oommercial institutions, but meluwhile war broke out, and, aoting upon a suggestion 
which some of the authorit.ies oon3uHed themselTes put to us, we told them that the 
expression of their ,-iews might be deferred until normal oonditions had been restored, 
so that both they and 'we might bring to bear upon these questions the valuable 
practical experience which would meanwhile have been gained from the present 
crisis. Provisionally) however, and without pl'ejudice to the final settlement, we 
ha,ye adopted two of the Commission's proposals by replacing the silver previously 
held in the Gold Standard Resen'e in India by gold, and by taking power to increase 
the fiduciary portion of the Paper Currency Reserve by £.J. million. 

"We have also, as I have already said, given a publio and unqualified assurance 
of our determination to support exchange by all the weans in our power, thus adopt-
ing a third and very important recommendation with an emphasis that giTes it 
definite finality. 

"94. Before the war broke out, we also had under our c.ousideration certain 
questions connected with the paper currency, the two most important being, perhaps, 
first, a radical improvement in the form and design of our currency notes-& matter 
which we have now had to set aside for a ti me owing to the crisis; and, aeoond, 
the ~ option of measures to facilitate the encashment of notes and so extend their use. 
As regards this latter question, the war crisis, instead of being a stumbling block, 
appears to be likely t.o hasten 8 solution_ In the period of general apprehension and 
incipient panic which immediately followed the outbreak of war, we regarded it 88 
our forem"'3t duty to secure the unimpeded encashment of onr Dotes in everr 
practicable way ; and I think we have had our reward in the conftdelloo whioh this 
policy has gained for us. It mll be our object, as far as is feasible, to maintain, 81 
a permanf n; measure, the facilities which 'We have granted in t.his period of emergenoy, 
and gra u~ ~l  to impIove and develop our administrative arrangements with this end 
in view. 

er 95. As regards gold, our existing stock has natural1y, in the conditions of the 
present year, not been augmented to any material extent from outside, and the 
net P.rivat7 imports of sove~ei~n  and half-sovereigns in the present year are, so far, 
but little In e €:~s of £t millIon. As, howe'fer, 1 ha,'e already sbted, ,,'e DOW hold 
in India a large stock, namely £10 million, which we arc in a position to use for the 
support of exchange, rhonld circumstances at any time require this. 

"Thert" has also of course-been no farther ru pee coinage, and the growth of the 
Gold Stara.1ard Reserve hal thus been limited to the amounts obtained as interest on 
the investi!d portion. On the other hand, the value of' the st.AQurities held in the 
~rv  has been written down with reference to. t ~e market prices ruling at the 
begtnrung of January. The total amount at crccht, In England and India combined. 
thus stood on the 31st January last at £25-6 million. The ~lo of sterling billa to the 
extent of about £81 million has of course implied a transfer of that amount from the 
Reserve in England to that in India. But the Home balance, which amounta at the 
~~nt valuation, to about ~  million of gold and 8terling securities i~ still 'Itrong 
and can be supplemented, i.f 'occasion re uire ~  by the sbipment of our gold fro~ 
India. Meanwhile exchange has gone above par, and for several ween put the 
demand for .. reverse drafts baa whOlly ceased. 

PubUc Debt af India. 

"96. I should like, in rlrawing to the conclusion of this p~  to add a fow worda 
on 'ho question of India's fi an ~l preparedn ... for war. I said ~ tbe outset that 
our system here hat been subJected to a supreme teat. If we win (iur way through 



:~  ~ l ~ l  FOR 1915-1(-j. 

[2ND :MARCII, 1915.] [·Sitr Willimll, Meyer. ] 
. 

this crisis without drawing upon other resources a.nd other credit tban our OWll our 
success win be c1 ue to the wise dispositions and the financial self-denin,l in tli~ past 
Wllioh bave built up for India a position of quite exC'.eptional strength. 'Vith OUI' 
restricted money llmrkcts here, we sLand in need of exceptionally large liquid resources 
immediately available, and these we possess in our Treasury balances, our Paper 
Currency Reserve, and our Gold Sta.ndard Reserve, the combined efficiency of which is 
much enhanced by the elasticity of our system, under which, in periods of emergency, 
one reserve can freely assist another. Dut more important still is the credit which 
India ba.s ta lis e ~ through good a~  evil times alike, ~  restricting her out1ay to 
her avaIlable means, and so aVOIdIng the accumulatIo!l of wasteful debt. Almost 
the whole of her debt today l'epresents productive Qutlay, normally yielding a return 
far in excess of the interest which she has to pay on the amount borrowed.; sufficient 
indeed to cover also the int.erest on the sma.ll ma1'gin of debt which can be described as 
unproductive, an(l still to leave an ample margin. She is thus entirely exempt froID 
the dead weight of interest charges which hamper the :finances of. most Western coun-
tries, and will hamper ,them to a vastly increased extent by the time this war is 
finished. 
"97. The subject was discussed by my predecessor in introducing his Financial 

Statement for 1909-10. In presellt circumstances it pos8esses, I think, a special 
interest and relevance, and I have thought it worth while to bring up-to-date and 
present again the .figures whioh he then gave :-. 

[ In millions of £  ] 

I PBODUCTITB PUBLIC WORKS Dul'. 
I Grand total cf 

Ordinary debt. debt (columna 
Railways. Irrigation. T01'J.L. 1 an ~  

1 2 S , 6 

On 51st March-

1888 · · • 78'0 09·2 17·3 16·6 149'0 

1893 .. · • 66-0 91·0 19·3 110-S 116-3 

1898 • · · 70'0 106'0 21-1 127-1 191·7 -
1903 • • · 59·1 128-1 U'S 152'9 212'0 

-
1908 · · • 87'4 171-1 29·9 207·6 245·0 

1913 • · · 25'0 211-S 37'6 249·4 214·41 

1914 • · · 12.'8 222·0 39-4 261'4 274'2* 

"I ma.y explain that for the purpose of these figures rupees have been uniformly 
converted into pounds sterling at the rate of R15 to the pound.t 
"98. It will be seen that out of n. total debt of £274 million at the end of March 

last, only a.bout £13 million represen~e~ ordinary or unproductive e~t  The 
annual interest on the latter was £t milhon only, '. and on the productive debt 
about £8a million, so that our total interest oharges amounted to some £9! million. 
R.n.ilwa18 and Irrigation works in the same year (1913-14) yielded us a return 
of £15t million. ThuR wo still had left some £6 million of clear revenue fr-om 
our great co.pital undertakings, after meeting the intere3t charges on our entire 
public debt. 
"99. These figures refer, of course, only to our permanent or funded debt. We 

have also a certain amount of unfunded debt and other floating liabilities l'epresenting 
savings banks deposits, deposits of State :el'ovident fnuds, ba.lanoes of l~ al bodies, and 
so fOl'tb, which amounted at the eud of 1913-14, to a.bout £381 mIllIon. On the 

• Tho rc.1ttction of tottd dobt ~re .hown Is duo to the discharg-t of deM (Inlia bonds ILnd deoontures of purohlUlsJ. 
milwaYl) excooding tho rnpca loan of the year (£:1 million). Thoro was no issue of India Btock in 1913-U .. 
t I mention t.his, :lS, in tho F"ml\uce and R8Tenue Sta.tistlcs of British India, tho ompil~r, prior to tho year 

lS99-1900, obtained his .terlillg figures by com-enion of l"Upees at the rote of RlO to the pound, and .thus introdllccd 
lome <:'.lperficlaUy confusing multI. 
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other hand, we had due to UR on the same date a considerabln body of loans givon 
to agliculturists, local 10dicsJ eto., which fit t.he end of ~  aggrE\,C78.ted 
£12-l Inillion. Our indebtedness outside our regular loans "'as thus l·oprcsonted. 
by a net figure of £201 million-n sum which lnay pJVJperly be incluc1ed in the reckon-
ing, but does not matm'ially affect the broad results already brought out. 

"100. This then represents the position which India's debt account Lad attained at 
t.he moment wben normal conditions were interrupted by the outbreak of ,,·ar. It is 
because this position W8S so slrong Ulat we can view without undue disquiet some 
considerable temporary. addition to our debt. J t ]18S also t() be rem em bered that, in 
so far as the borrowings of the war period haye heen necessitated by the repayment of 
our savings banks depositors, they represent a discharge of unfuncltad. debt, and these 
two sets of transactions, namely the drain on the SAvings banks and the corresponding 
bOl'rowings, leaTe our debt position nnaltel'ed. -

H 101. While, hOW'eTer, our general position is one 011 ,,-hich ,,"e may congratulate, 
I will not say ourselves, but at any rate OUI" predecessors, we must be careful not 
to allow it to be impaired too readily e,en by an extraordinary emergenoy such as 
this. For this rea.cron, we have bad, reluctantly, t.o reduce to BOme extent the provision 
for mat.erial and social deyelopment. on which, in Ii succession of prosperous years, India 
has grnwn accustomed to raly. We have not I)rOposed additional taxation to make 
good deficits which, we hope, will prove to be temporary only. ]Jut, as I have already 
said, we should not hesitate to do 60, if it appeared later that Olll" permanent revenue 
position was seriously threatened. We must also rememller that "hen the war is 
ended some of its effects may endure for some time to come, and in particular, t·bat 
we shall then have to face the question of dealing 'with the temporary debt ,vnich we 
are now accumulating. 

"102. In conclusion, I must express my acknowledgments to the officers of the 
Finance Department for the way in which Lhey have dealt, in their 'Various spberes, 
with a set of new and difficult conditions, 'Which in many cases l '."8 added materially 
to their work and -anxieties. I am. deeply indebted to their loyal .  d e8icient aid." 

DELHI LAWS BILL. 

The Hon'ble Sir Ali Ima.m :-" My Lord, a recent notification of the 
o ~el nment of India has transferred, with effect from the lat April. 1916, a strip of 

. u!.·ritriry situated on the eastern bank of the Jumna from the United Provinces of Agra 
anI Dudh to the Province of Delhi. The transfer has heen dictated bl considerations 
(j!' bealth, expansion and other interests attaching to the Rurround1ngs of the Dew 
C&}lital. It has also been considered desirable and convenient to vest the control 
of the river channel in a single authority. The measure haa received the approval 
of the Secretary of State and the Local Government of the l:nited Provinces haa 
&oOTeed to the transfer of this territory. The bringing in of this strip of land under 
the administration of tho Chief Commissioner of Delhi is calculated to benefit the 
old and the new iti~ of Delhi. Tho object of the Bill that I mOV8 for leave to intro-
duce is only to declare the enactments by ,,,hich the added territory will be governed. 
lr: ~  some ~ g t reservations the law in force in the Province of Delhi will ~ applied 
to Lne territory now added to that l'rovinco. The excaptiona are set forth in Schedulo 
II attacbed to 1.he Bill. On the other hand, the enactments as prescribed in Schedule 
TIl; which are already in force in the area in question, are allowed to continue to be 
in force as belore. They relate mainly to land and bave been left uninterfered with 
to avoid disturbance of the local agrarian incidents and conditiona. My Lord, the 
Bill is a formal and non-contentious one, and I move for leave to introduce it. " 

The motion was put and ag~e  to. 

The Hon"le Sir Ali Ima.m. then introduced the Bill and moved that the' 
Bill, tofi:er with the Statement of Objects and Reasons relating thereto, be publilhed 
_in Eng' in the Gazette of India, and in the United ~rovinoea of Agra and Oudh 
Govemn;tent Gazette in English and in such other languages 81 the Local GO'Yem .. 
ment thinks fit. 

The motion waaput and agreed to. 
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FOREIGNERS (AMENDMEll'It) BILL. 

The Hon'ble Sir Reginald Craddock presented the Report of the 
Seleot Committee on the Dill to anlencl the Foreigners Act, 186:1, . 

. 
The Council adjourned to It-Ionday, the 8th ?.farch, 1915. 

D:SLHI : 

The 5th March, 1915. 

W. n. VINCENT, 
Secretary to the Government of India, 

Legislative lJepal'tment. 
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