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COUNCIL OF STATE. 
Tuesday, 29th September, 1931. 

The Council met in the Council Chamber at Viceregal Lodge at Five of the 
Clock, the Honourable the President in the Chair. 

STATEMENT ON THE FINANCIAL POSITION. 
THE HONOURABLE MR. A. H. LLOYD (Government of India: 

Nominated Official): Sir, I rise to make a statement on the financial 
position and on the Government's plans for dealing with it, in unusual 
and difficult circumstances. On the one hand it is neceBBary that 
there should be no delay in restoring equilibrium between revenue and ex-
penditure. On the other hand the foundations on which we have to base our 
estimates are at the moment fluctuating owing to the changes which have come 
upon our currency position in the week which has just paBBed. But the very 
nature of that change makes it all the more necessary :hat our internal finan-
cial position should be sound-for once a country's currency is cut adrift from 
the moorings of a stable standard such as Gold, it is particularly neceBB&ry to 
avoid getting into any sort of inflationary position resulting from a failure to 
balance current expenditure with current revenue. If we can convince the 
world that our internal budgetary and monetary position is sound, then with 
our favourable balance of trade we shall be able to preserve confidence in our 
currency and save the country from those disasters whieh have been appre-
hended in certain quarters. Therefore immediate steps must be taken to 
ensure clear and solid foundations for the internal position. 

But the very fact that the steps must be immediate meates its owndiffi-
culties. In the first place the Government have to present to the Legislature 
an emergency plan with very short notice. The House may rest assured. 
that this is done with the greatest pOBBible reluctance. The Government 
recognise that Honourable Members may be put to very great inconvenience 
by any sudden change in plans, but they on their side will recognise that the 
public interests must be put first, and that if the public interests make itimpera-
tive to take a certain course of action, Government ought not to hesitate to ask 

, the Members of the Legislature to· make any sacrifice involved. Nevertheless 
the Government will do their utmost to meet the convenience of Honourable 
Members. 

The second of the difficulties to which I have referred as resultIDg'm:. the 
necessity for immediate action is this. It is quite clear that in present cir-
cumstances it is impoBBible to prepare accurate estimates of what our revenue 
is likely to be in the next 18 months. The course of the exchange value of 
sterling and of the rupee is uncertain, while no one can yet' foretell what will 
be the reactions in the world to England going off the Gold Standard. These 
are very difficult conditions in which to cOIqe before the oountry with a pro-
gramme of taxation; but the situation, as already explained, iBonethat admib 
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of no delay. It has seemed to the Government that the only sound course is 
to take the estimates as they had been able to foresee them before the events of 
last week and to put before the House a plan which would produce equili-
brium on the basis of those estimates. 

Then there is another difficulty, resulting from immediate action, in that 
the Government have not yet had time fully to consider the reports of the 
various Retrenchment Oommittees and to work out plans based on them. 
These reports were formally submitted on Saturday, 19th September. A 
sub-committee of Oouncil commenced their consideration the very next day 
-Sunday. Then on Monday came the crisis, and further consideration of the 
reports has therefore been retarded. I shall have to deal with these reports 
in a later portion of my speech, but I should like to make clear at the outset 
that the Government will approach all these proposals with the firm intention 
of giving effect to them to the utmost extent possible. The Government 
much appreciate the work which has been done by all the Honourable Members 
who have served on these committees, and have every confidence that as a 
result of a general scaling down of expenditure which the recommendations of 
these committees, if carried out, will effect, the finances of the Government 
of India will be established on a more secure basis than has existed since 
before the war, and that by these efforts a position wi'l have been produced 
which will not only make it possible to establish a new Federal Government on 
a sound foundation, but will leave a margin available for the development 
of those nation-building services for which the Provincial Government will 
mainly be responsible. 

Revenue ProBpects. 
Tax Revenue.-The returns of the first "five months indicate that we 

shall fall short of our budget estimates for customs by at least Rs. 10 crores, 
the heaviest reductions being under cotton piece-goods, sugar, silver, spirits 
and liquor, excise on motor spirit, iron and steel and in the jute export duty. 
As regards income-tax we expect a deficit of Ii crores ; while on salt we expect 
a reduction of about 8 lakhs. This brings the total deficit on tax revenue to 
11 crores 33 lalli. 

Com,mercial u1lilertalci1UJB.-As regards the Railways, traffic returns to 
date show a very disquieting position. Without attempting to give an 
exact estimate now, we must clearly accept the fact that it will be impossible 
for the Railways, in spite of all their retrepchment measures, to make any 
general contribution to the budget until the present economic depression 
completely passes. At present it looks for the cnrent year at least as if they will 
not only have to use the whole of the remaining balance of their reserves, now 
standing at Rs. 525 lakhs, but also to draw further on their depreciation fund 
to the extent of about Rs. 160 lakhs in order to meet the interest due on Govern-
ment advances. It is highly important, if possible, to reduce freights on agri-
cultural products at the present time, and, if it could be done, it would certainly 
be in the public interest to find a method for easing the Railway pOllition 
through the present period of extreme depression. Whether it will be p08Bible 
to relieve the Railways in any Wlfoy so as to enable them to reduce charges 
remains to be seen ; but, when the taxation proposals are considered, this 
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aspect of the position should be kept in mind. For the present I can only say 
that we shall not get any Railway contribution this year, and for this reason 
Rs. 5·36 crores drops out of our budget. 

Under Posts and Telegraphs a fall of 18 lakhs is anticipated in reve-
nue, after taking into account additional receipts from enhanced parcel 
rates and revised scale of fees for insurance of postal articles introduced 
with effect from the 15th June and 15th August, 1931, respectively. A 
saving of 6 lakhs is expected under Working expenses, leaving a net deterio-
ration of 12 lakhs. Honourable Members will recollect that we estimated for 
a budget deficit of 147 lakhs, so that the position here is extremely unsatis-
factory. 

Fi'lUJnce headings.-Owing to the cancellation of treasury bills in the 
Currency Reserve and the utilisation of sterling securities in the Reserves for 
meeting the requirements of the Secretary of State, the receipts under Currency 
and Interest show a falling off of 34 lakhs. 

The emergence of a revenue deficit in our budget, and in the budgets 
of the Provincial Governments, and the replacement of treasury bills in the 
Currency Reserve by treasury bills in the hands of the public as' a result of 
cancelling redundant currency, have not only increased the amount of our 
borrowings by treasury bills, but also have been the flause of higher discount 
rates. The charges for discount on treasury bills have therefore increased by 
2211akhs. A reduction of 12 lakhs is anticipated under Interest on ordinary 
debt in India on account of operations of the Depreciation Funds. The saving 
of 56 lakhs (representing one haH year's interest on the outstanding amount 
of the War Loan liability) realised from the acceptance of His Majesty's Gov-
ernment's proposal on the principle of the Hoover plan has been partly counter-
balanced by the increase of 40 lakhs on interest on the sterling loan of £10 
millions raised early in the year. 

Owing to the deterioration in the position of Provincial Governments 
and the Railways, the charge under the heading Interest on other obligations 
on account of interest on their balances will be reduced by 101akhs. 

There will be an automatic increase in the provision for Reduction or 
A voidance of Debt of 12 lakhs on account of the amount of treasury bills out-
standing with the public on the 31st March, 1931, being 10 crores more than 
was assumed in the budget. 

The net result of all these factors is that under the Finance headings our 
position will be adversely affected to the extent of 2·29 crores. 

Under Extraordinary receipts provision has to be made for a reduction of 
23 lakhs, as under the Hoover plan we shall have to forego 9 months' Repart.-
tions receipts. As already noted, however we have, against this, a saving 
on the interest on our own War Debt of 56 lakhs. 

Civil Expendi1.ure.-As regards Civil expenditure there are unfortunately 
some items which have not been provided for. These' include exceptional 
items such as the lOBS owing to the heavy return of nickel coin from circulation 
due chiefly to the prevailing depraBSion. This accounts for no 'laBS than 43 
lakhs which according to our practice has to be debited to the budget. Then 

cd 
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again there isa good deal of expenditure in connection with the Round Table 
Conference and the various coIIlIIlissions of enquiry in the North West Frontier 
Province and elsewhere which have had to be set up in order to cuny out recom-
mendations of the last Round Table Conference. As against these item'! there 
will be some savings in the current year owing to reductions which have been 
made (apart from the special retrenchment proposals, to which I shall refer 
later) ; but these will probably not be sufficient to offset the items of deteriora-
tion which I have mentioned. On all these heads it is necessary to anticipate 
& deterioration of about 23 lakhs. 

To sum up, the total deterioration in our income and expenditure is : 

11-33 crores in tax revenue, 

5·48 crores on commercial departments, 

2-29 croN! on general Finance headings, 

·23 crore undez Extraordinary receipts. 

-23 . crore under other heads including Civil expenditure. 

As·tM·budg~ provided for a tmlall surplus of llakh, on the basis of the pre-
sent,elltimates,there will be a net deficit of 19·55 crores. 

Prospects for J932-33.-AB far as we can see at present, there seems 
to ,be no justification for expecting any large improvement in the budget-
ary position next year. In fact, income-tax revenue may be considerably 
less than in the current year. On the other hand, there will be a saving of 
48 lakbs in the interest payments on the outstanding amount of our War 
Loan liability. 

I have already dealt with the factors of uncertainty which affect any 
estimate that can be given at present. But Government consider that the only 
safe line to take now is to estimate that conditions will not substantially 
improve at least before the end of the next financial year, and that we must 
reckon again on a deficit of 191 crores for 1932-33. 

Putting the deficit for the current year and next year together, there is 
a gap to fill of 39·05 crores. If we are, straightaway, to establish a really 
sound position, we need to devise a plan which will provide us during the 
remainder of the combined two-year period, either with reductions in expendi-
ture or with increased revenue to fill this gap. That is indeed a task of extreme 
difficulty. We haTe a two years deficit to deal with, but we have only 18 
lD.ontbs left during which new measures emn operate. Nor is even this period 
fully available, for, although new taxation can be made effective from the 
beginning, there must be some considerable delay before the full results of the 
Government's retrenchment plans can be met. 

Three lines of action. 
This .. die position, and tJie line of action which the Govm:nment have to 

take. deal with it may be divided into three distinct lines. 
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First, redu ctions in expenditure due to more economical organisation of 
Government departments and restriction of activities. 

Secondly, an emergency cut in salaries. 
Thirdly, fresh taxation. 
It is well known that the Finance Member has throughout attached pri-

mary importance to the first line of action, viz., reduction in expenditure, and if 
he puts forward the whole of his present programme at a time when the Gov-
ernment have not yet completely worked out their retrenchment plans, he does 
80 only under the compelling hand of necessity. But it is only the details which 
are lacking, and the Government are determined, as I have already said, to 
approach all these proposals with the firm intention of giving effect to them to 
the utmost extent possible. Variations in subsidiary matters there must be, and 
where essential public interests are concerned, Government must have time to 
weigh fnlly the considerations at stake, but their aim and intention is to adhere 
as closely as possible to the recommendations of the committees. The Govern-
ment feel that they have no justification in putting plans for taxation before 
the Legislature except under the most solemn pledge of effecting the maximum 
reduction of expenditure. Any improvement that can be effected by way of 
reduction of expenditure is a certain improvement; but any improvement that 
they seek to make by increasing taxation depends entirely on their estimates 
being realised, and, in the present conditions, with reduced purchasing power, 
and when the effects of the reduced gold value of the rupee on imports are still 
unknown, estimates, particularly of customs revenue, are, to say th~ least, 
highly uncertain. Having said this I will turn to a statement of what Govern-
ment expect to achieve by way of retrenchment, and I will be as definite as 
possible. 

As regards Civil expenditure, apart from commercial departments, an 
enormously preponderating portion faIls within the scope of the General 
Purposes sub-committee. The General Purposes sub-committee took up 
first a selected set of subjects which prima facie offered the most likely scope 
for retrenchment. The measures recommended by the sub-committee for this 
portion of the field would produce savings estimated at about 120 lakhs. For 
present purposes this figure is taken as the estimated saving, reduced by a mar-
gin of 20 lakhs, representing what Government estimate may be the charge 
for compensation and recurrent pensions payable in respect of officials whose 
posts are abolished. Thus they reckon to get a net saving of about a crore on 
this part of the field. They have also to take into account the grants for those 
departments (largely the main administrative and revenue-collecting depa~ 
ments) which have not yet been examined by the General Purposes sub-cott!-
mittee. Over this part of the field the scope for retrenchment is more restrict-
ed. In respect of it they estimate that they will be able to effect 8 net saving 
of about 90 lakhs, including an automatic drop of about 23! lakhs in the expen-
diture on Census operations, but taking into account something for compensa-
tions, etc. This is only an estimate, and in making it the Government have 
anticipated that the sub-committee will be guided by the same principles that 
they have applied in dealing with other departments. 

Recommendations of the other retrenchment sub-committees (other than 
those for Railways and the Army) indicate measures for improving the Civil 
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position for 1932-33, as compared with the budget for the present year, by a 
gr088 sum of about 97 lakhs. Taking into account compensations, etc., it is 
proposed to count on a net improvement of 60 lakhs under these grants 

Out of the retrenchment measures to which I have referred Government 
expect to realise savings of about 30 lakhs in the current year. 

Military expenditure.-Now I come to the Army. The military 
authorities have been working throughout in very close touch with 
their Retrenchment sub-committee, and have been examining all p088ible 
methods of economy. The great majority of the measures proposed 
by the Committee have been accepted in principle; indeed many of them 
had already been initiated by the military authorities. The Army 
Retrenchment Committee has not yet explored all parts of the field and 
estimates have had to be included for the savings here. There is, therefore, pos-
sibly some room for further improvement while some of the measures recom-
mended may lead to greater reductions in future years. For the present the 
Army authorities guarantee for next year a net reduction of 4i crores. These 
reductions, therefore, for which we hope, will produce a net defence budget for 
1932-33 of Rs. 47' 40 crores, as compared with Rs. 51 . 90 in the current year, and 
with the stabilised budget figure, of Rs. 55 crores two years ago. 

In mentioning this figure, I must make it clear that: 
(a) It includes a reduction of Rs. 1·75 crores of non-recurring ex-

penditure on the special programme of re-equipment which, 
though very necessary and important from the point of view 
of efficiency, His Excellency the Commander-in-Chief has, in 
view of the present financial crisis, agreed to postpone. . 

(b) It does not include any allowance for cuts in officers' pay. I shall 
deal with the possibilities from this separately. 

(c) It does not include any savings which may accrue from reduc-
tion of troops, except that of a small reduction on the Frontier. 

In accordance with resolutions of the Round Table Conference, 
the question of the future strength of the Army in India is 
under examination by the Committee of Imperial Defence. 

What this really amounts to is that in two years without impairing the 
sti:ength of the fighting forces and without taking into account the possibilities 
of a temporary cut in officers' pay, Army expenditure will have been 
reduced from 55 crores to 47·40 crores. 

EfMf'!/eooy cuts inpay.-We next come to the difficult question of an 
emergency cut in pay. The general conclusions reached by the Government, 
&8 part of the plan which I am now presenting, are: 

First, that any cut applied must be general and on a fair basis. 
Secondly, that it should be of a temporary nature not extended 

beyond the need of the present exceptional emergency. Its 
justification is in the need for a common sacrifice in a national 
emergency. Although it may be said that the subordinate ranks 
have gained from the low level of prices, there is as yet no proof 
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of a substantial fall in the coat of living of many claaaea ofGov-
ernment servants. 

Thirdly, that it should not in any way affect pension or provident fund 
rights. 

A great deal of thought has been given to the way in which a cut should 
be applied, and after the most searching consideration of all sorta of graduated 
scales the following conclusions have been reached. 

The Government think, first, that a simple plan is best, and that although 
it may be neceBBary to exempt pay lfelow a certain low limit at the bottom, a 
uniform seale is really the fairest and best in the public interest. 

The rate is not to exceed 10 per cent. in any individual case, and this 
is to include the enhancement of income-tax now proposed. For the general 
Government services the limit of exemption will ordinarily be about Rs. 40. 
Special considerations may have to be applied to a great commercial undertaking 
like the Railways, but the maximum will not be exceeded in any case. 

As exceptions to the rule fixing the maximum cut at 10 per cent. I am 
authorised to say that His Excellency the Viceroy haa decided that he will 
impose upon himself a. cut of 20 per cent., and that the members of the 
Executive Council will surrender 15 per cent. of their Jl3Y. 

The action to be taken by Provincial Governments in regard to officers 
within their rule-making powers will be for their own decision, but the Govern-
ment of India have little doubt that they will recognise the desirability of 
atta.ining throughout India as large a measure of uniformity as possible. 

But it does not lie within the power of the Government of India to take 
decisions as regards all the officers within its service. Certain officers have 
been guaranteed their rights under the Government of India Act and these 
cannot be altered without legislation in the British Parliament. As regards 
other officers, their position is governed by Fundamental Rule 23, and can 
only be altered under rules made by the proper authorities. For the great 
bulk of officers, the rule-making power now lies with the Government of India 
and Local Governments, subject to the sanction of the Secretary of State in 
Council. There are certain officers, however, in regard to whom the Secretary 
of State in Council has himself to make the rules. The position is, that Govern-
ment have received the assurance of the Secretary of State that he will sanction 
the rules which the Government of India or Provincial Governments may 
make in those cases where the power resides with either. Further, in regard to 
officers protected by the Government of India Act, or in regard to whom the 
Secretary of State has himself to make rules, I am authorised to say that His 
Majesty's Government are satisfied that a financial necessity exists amounting 
to a national emergency, which requires that a reduction should be made in 
pay, and that His Majesty's Government have undertaken to introduce legisla-
tion in Parliament at the first practicable opportunity. The legislation will 
be of an emergency character, and will authorise the Secrt>ta.ry of State in 
Council to reduce the salaries of officers protected under the Government of 
India Act for a limited period and subject to a maximum of 10 per cent. which 
would be inclusive of the enhancement of income-tax contained in the present 
financial proposals and subject to a discretionary power for the Secretary of 
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State in Council to make exceptions in cases of hardship. It will apply to the 
speeial class of protected officers serving under Local Governments as well as 
under the Government of India Act. Officers not specifically protected by 
the Government of India Act, but in regard to whom the Secretary of State 
has himself to make rules, will be treated on the same lines as the protected 
officers. 

It is thought that it should be practicable to impose the cuts from Decem-
ber IBtnext. It must be clearly explained that there is no intention that they 
should rema.in operative beyond March 31m, 1933. They will not be continned 
beyond that date without further examination of economic conditions; and 
if economic conditions so require or permit they will be reconsidered before 
that date. 

And that brings us to a point of essential importance in this matter. 
A cut of this nature must be regarded as a very exceptional measure which 
can only be justified in very exceptional circumstances. It is nothing less 
than a direct variation of the conditions under which an officer enters the 
Government Bervice, and it must be remembered that the security of these 
conditions represents an essential attraction of service under a government. 
It would be fatal to the public interest if that sense of security were des-
troyed. Therefore no variation can be justified except in a real national 
emergency and when it is quite clear that all other measures have been fully 
tried. Even so it is necessary to examine the case still further. The emer-
gency must be tested by an examination ofthe causes which have created it. 
In the present case it was clear that the emergency had arisen from an un-
precedented fall in prices of those commodities which India produces and 
on which the revenue of the country depends. The value of commodities 
had fallen too low in terms of money, the value of money had gone up too 
high. But in the last days a change has been made in the basis on which 
the value of our money, or our unit of currency, depends. The reSults of 
this, or of any general economic recovery producing an improvement in the 
revenue position, may make it necessary to reconsider the justification and 
necessity for this cut. It is of course clear that a general decline in the 
gold value of the rupee would affect all servants of Government alike, while 
I might further mention incidentally that if, on the other hand, the rupee 
had been detached from sterling and the value of the rupee had either ap-
preciated or declined in relation to sterling, there would have been some 
difference in the case of certain classes of officers of which Government would 
have had to take account. 

As regards the financial effect of cuts on the scale which is proposed the 
position has been estimated roughly as follows. ' 

Civil.-We may put the total saving for 1932-33 at 115 lakhs, and for the 
four months from December 1st of the current year at 35 lakhs. This 
includes savings on the personnel of the Posts and Telegraphs Department. 

Raiwys.-The saving on Railways will be very substantial. I refrain 
from. gi~ an e:xact figure pending the final settlement of a plan. In any 
CMe it. will not directly !",ffect the present pyoposa~, for any saving effected by 
a cut m pay on the Railways must be utilised to lIDprove their own internal 
position, and cannot be translated into any improvement of general revenues. 
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Army.-AB regards Army officers, the same cut would apply to them 

as to Civil officers of the Government. A saving of 75lakhs in 1932-33 and 
25 lakhs for the four months of the current year from December 1st is esti-
mated. If this saving is effected it will reduce the expenditure of the Army 
next year to 4,6·65 crores. 

Abolition of &It Oredit System.-Ihave now dealt with the first two lines 
of action, first, General Retrenchment, secondly, cuts in pay; and before 
I come to the thini:-which is new taxation-I have to mention another mea-
sure which is in the nature of an expedient to improve our revenue position 
over the next 18 months. 

Government have been studying since the end of the last Budget session the 
possibility of effecting an immediate increase in the salt revenue by reduc-
ing or abolishing the credit system. After careful examination of the question 
in consultation with the officers of the salt department, they came to the con-
clusion that, subject to giving fair notice to trade, they might justifiably ter-
minate credits altogether. They have accordingly notified the gradual termi-
nation of the system by limiting credits to three months as from the 1st October, 
1931, and discontinuing the grant of new credits altogether from the 1st March, 
1932. This means that the Government will actually collect in the current 
year and again in next year 15 instead o£]2 months' revenue on all salt issued 
under the credit system. They expect the revenue wiD be increased by one 
crore each yea.ron this account. This of course involves no real increase 
either in taxation or revenue. It only means that Government will during 
the next 18 m~tlul collect 24 months' revenue on credit salt. After that 
they will ee entirely on a cash basis. 

Taxaticm..-I muse now turn to the third measure-new taxation .. Here 
Government's plan is very simple, and though unplea8ant, it may be claimiJd. 
to be, on the whole, fair. 

General S1.WCAarge.-The main plank of the Government's proposals is to 
put a temporary auroharge on all existing taxes, with the exception of customs 
export duties, for these could not without detriment to our export trade be 
included. With this exception, the surcharge will apply to all customs and 
excise duties (including salt) and to the income-tax and super-tax. The sur-
charge which is proposed is 25 per cent. on the existing rates in each case. 

The principle. is uniform, but as regards the income-tax there is an ad-
ministrative difficulty inasmuch as the tax, although only imposed as from 
October 1st, has to be collected on a 12 months' basis. It would lead to great 
hardship in case of salaries or other income taxed at the source if deductions 
already made were supplemented by a retrospective increase at the 
full rate of 25 per cent. The Government propose that the surcharge for the 
current year should be 121 per cent. on income-tax, but it will be collected at 
this rate on the whole year's income. 

New Taus.-Apart from these general surcharges, the Government are 
forced to include cert;ain new taxes. As regards income-tax, they consider that 
in this emergency there is ju.stification for reducing the exemption limit and 
imposing a ~ te,x Qf 4 piElS in the npee on incomes. between Rs. 1,000 and 
Rs. 2,000 per annum. FOlitke 8$UJae. l:~WI ~ I ~ve e~Ie.ined ~d¥ in 

)(8/iCB • 



196 [29TH SEPT. 1931· 

[Mr. ,~. H. Lloyd.] _ 
connection with the ;s~charge on the existing income-tax, the' rate will be 
imposedat,2 pies for the current year and 4 pies for next year. 

The remaining special increases or new taxes whichtbe Government 
propose are in regard to import duties., I will deal ,first with the increases in 
existing duties. 

The Government propose to increase the import duty on artificial silk 
piecegoods from 20 to 40 per cent. and on artificial silk yam from 10 per cent. 
to 15 per cent. They also propose to increase the duty on brown sugar from 
Rs. 6-12-0 to Rs. 7-4-0 per cwt. This follows the Tariff Board's recommenda-
tion. As regards boots and shoes, they propose that there soould be imposed 
as a~ alternative to the 20 per cent. duty a minimum of 4 annas per pair. The 
duty will thus be 20 per cent. or 4 annas a pair whichever is the higher. They 
also propose to increase the duty on camphor and on electric bulbs from 20 to 
40 per cent. As regards all these articles the surcharge will be levied on the 
increased duty. -

Then there are three items formerly on the free list on which Government 
think it justifiable to impose a small duty on revenue grounds. The result of 
the sureharges imposed in the last Budget and proposed now is that the level 
of the general revenue tariff has been increased from 15 to 25 per cent. There 
is, therefore, some justification for adding a 10 per cent. duty to articles hither-
to free. ' 

The Government propose to put duties of 10 per cent. on machinery and 
dyes, and of ! anna per lb. on raw cotton; The imposition of these duties 
may appear to be in some ways inconsisten.t with previous policy. The justi-
fication must be the need for revenue, while 88 regards the cotton mills Govern-
ment claim that on balance their position will be improved by the sureha.rge 
proposals, for under these the import duties on cotton pieoegoods will be in-
creased by one-quarter. This more than o1lsets the bUrden of 1 anna per lb. 
on goods made from imported cotton, and affords an effective answer to possible 
criticisms on the grounds to which I have referred. 

One more word as regards the income-tax proposals. In considering the 
cut to be applied to the salaries of Governmen.t officials the Government con-
sidered what total reduction of their emoluments could fairly be imposed. If 
the general rate of reduction is to be 10 per cent., that represents what they 
think fair, and if further increases of income-tax were to be added, that would 
go beyond the reasonable limit. They therefore propose that increases of 
income-tax, both by way of snrcharge on existing rates or by way of imposition 
of a tax for the first time on salaries from Rs. 1,000 to Rs. 2,000 should be merged 
in any general cut which they are imposing or which the Provincial Govern-
ments may impose. 

Postal rates.-Aparl from measures' of taxation the Government propose 
some enhancement of the inland postal rates, namely, to increase the existing 
rates in respect of letters and postcards by one-half. That is, the rates for 
'inland postal letters will be Ii annas instead of 1 anna and for postcards 
9 pie~' instead of 6 pies. ,'flUs enhancement should Jlroduce '131akh.s in a fu.ll 
year 'and should go a long way to cover the deficit. . . .. . '. 
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Summary of the plan.s. 
I may now sUIllJll&1'ise the effects of all these plans. 

For the current year the position will improve as follows: 
(Figures in lakhs of rupees.) 

Special retrenchment programme 30 
Cuts inpay-Civil 35 

Military 25 
Total cuts and retrenchment 

Anticipation of salt revenue •• 

Extra taxation-

Customs- New or increased duties 
Surcharges on existing taxes 

Salt-Surcharge .. 
Income-tax nett 

Total new taxation 
Increased Post and Telegraph charges •• 

The total improvement is thus 
Against an estimated deficit of 

•.. 

-
We should thus close the year with a deficit of 

154 
331 

21 
205 

--

90 
100 

711 
37 

938 
19,55 
10,17 

On the other hand, in 1932-33 we should have the following improve-
ments : 

Retrenchment measures-Civil 250 
. Military •• 450 

Cuts in pay-Civil 
Military 

Total cuts and retrenchment 
Anticipation of salt revenue 
Extra taxation-

Customs-New or increased duties 
Surcharges on existing taxes 

Salt---Surcharge 
Income-tax nett 

Increased Post and Telegraph charges 
The total improvement is thus 
Againatan estimated deficit of 
We should thus close the year with a surpluS . 

of, ' •. 

115 
75 

310 
662 

85 
353 

800 
100 

14:,10 
73 

24,73 
19,50 

5,23 
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We should thus close the current year with a deficit of 10,17 and the next year 
with a surplus of 5,23. 

That iI to say, the combined result of the two years will be a deficit of 
4,94. 

The Government consider that they are justified in regarding this deficit 
as covered by making during this period of exceptional streBB a reduction of 
about 247 in each year from the provision for Reduction or Avoidance of 
Debt. Even after making this deduction, this provision will amount to 
4,43 in the currel).t year.and abQ\lt 4,68 W 1932~33. When it is remembered 
that the portion of our debt which is not covered by productive aBBets or 
cash balances is no more than 194 crores this may fairly be claimed as an ade-
quate Sinking Fund allo~!\tion during a period of exceptional depreBSion. 

But I may put the position in another way which· throws up in a still 
more favourable light w.hat is being proposed. I have explained that on 
present estimates the combined deficit for the two years is just over 39' 05 
crores. We may fairly say that half the cUrrent year's deficit has already 
been incurred-MY aboui) 9'80 crores. If we look at the task as one of having 
to make a new .Qudget fpf 18 mOAths, starting with October 1st, we should 
have to find means for filling a gap of 29' 25 crores. The Government are 
actually providiiig for fihlling improvements of 34·11 crores over the next 
18 months. Thelefore they are no1; only providing a balance for that period, 
but they should.1}.ave a s\U'Plus ~ 4·86 crores towar<ls Dlaking up the deficit 
of 9· 80 crores on the first half of the current year. 

If these forecasts are fulfilled, then even if there is no improvement in the 
economic position, the Fillance Member, when he presentethe budget for 1933-
34, will find him,sel£ in pOBBeBBion of a surplWl of 5·23 crores and he will be able 
to make a substantial easmg of the bUrdens. 

This is the picture, b.qt a few words may be added. Much will be said 
about the increase in the burdens of taxation. But the public ought to appre-
ciate that Government are not so Dluch increasing the total amounts of taxes 
levied as provicliag by inoceasing the rates for collecting the B8Dle amount of 
revenue. 

The Government's di.fficulties have not in any way been caused by an in-
crease in expenditure. Q1!ite the contrary. Tlley have in fact to face three 
things-a drop iJJ, the yield of the current taxes, a drop in the revenues from 
commercial departments, 'and a 'deterioration under the Finance headings. 
The firat is met mainly by; increasing the rates of the taxes ; and the last two by 
retrenchments. The particular attentiol). of Honourah1e Members is drawn to 
a ta~le included iri. the Fmancial Secretary's Memorandum, copies of which will 
be cll'culated. In this expenditure imd revenue are analysed and tax revenue 
and net administrative e.penditure are shown in parallel columns. By the 
latter I mean the net expenditure on the Arm,y aJJ.d ell other he4ds charged to· 
revenue with the exceptiQJ! of the debt servi~. Tqey will find here the true. 
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record of Government's achievements and proposals. This figure of net admi-
nistrative expenditure will, according to their plans, have proceeded as 
follows: 

1930-31 
1931-32 
1932-33 

(Figures in crores of rupees.) 
79·67 

.. 74·66 
•• 65·95 

If this can really be achieved, then the country will be able to congratulatt· 
itself on having put matters on a really BOund basis. 

STATEMENT OF BUSINESS. 
THE:HONOURABLE Sm C. P. RAMASWAMI AYYAR (Law Member): 

Mr. President, I am in some difficulty in attempting to indicate the course of 
future business in this House. The probability is that some days will elapse 
before Government are in a position to place further business before the Council, 
bnt it is just possible that an emergent necessity might arise for a meeting of 
the Council to-morrow. In these circumstances, Sir, while expressing my 
great regret for the ambiguity in which I am forced to leave our programme, 
I venture to suggest, Mr. President, that you might adjOlUn the Council to a 
date and hour to be intimated by circular hereafter. 

THE: HONOURABLE THE PRESIDENT: I think that if Honourable 
Members watch the progress of events in anotaer place they may p<t8Bibly 
be able to form their own judgment as to when the Council is likely to meet 
next. For the present I adjourn the Council to a date and hour to be notified 
to Honourable Members later. 

The Council then adjourned to a date and hour to be notified hereafter. --

1I8IICS 
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