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V'.,

COUNCIL OF STATE.
fhuTiday, HSih Febrmry, IMS.

The Couaoil met in the CouDtcll Chamber of the Council House at Five 
ot the Clock, th  ̂Hoaourtfble the Preiideut m the Chair.

PBEBENTATTON OF THE GENEEAL BUDGET FOR leSff-M.

Ths HoiNKH!rBABi.B Mr. P. €. TALLENTS (Finance Secretary): Sir 
I rise to  present the statemetit of eatimated expenditure and reremia
of the Governor General in Council for the year 1935-36 in respect of 8iib)ect8 
other than Railways. Honourable Members will find a detailed statemmt 
of the estimates in the pruited papers which will presently be placed in their 
hands. I shall follow ihe example of my predecessors in confining myself in 
this speech to an explanation of their main features.

2. When Sir Alan Parsons presented the current year’s estimates to the 
House a year ago, it was anticipated that the surplus of the year 1933-34, then 
drawing to a dose, would amount to Rs. 1,29 lakhs which, it was decided, 
should be set apart to meet the expenditure that the Central Government 
imdertook to defray in the Provinces, principally the province of Bihar, in 
which I was then Wving, which had suffered from the earthquake. In the 
event the surplus has proved to be very much larger than was expected and 
amounted in fact to 2,72 lakhs.

Amongst the causes which contributed to this uiiexpectedly large sui:plu8 
the prineipal were the payment of large sums of duty on salt cleared before 
the end o f the year by dealers who anticipated a rise of the duty at the begin
ning of the current year, a rise in customs revenue, and the failure of holders 
of Government securities to draw interest.

3. The House will remember t h a t i ^  Central Government undertook to assi/Bt 
Bihar by bearing the whole co»t of restoring the property and finances of the 
local bo^es involved in the earthquake, and the whole of the cost of the special 
measures taken by the Ix>eal Government for dealing with the sugarcane crop. 
They also undertook to defray half the cost of restoring the Local Govern
ment’s own buildings and other public works. It was the intention t^at this 
expenditure on Government buildings should be treated as capital e;Kpeuditure, 
but it has now been decided to debit it against the surplus. The tptal of 
these three items is at present estimated to amount to 1,81 lakhs. There 
are aisp certain outstanding liabilities in regard to the loans advanced by the 
Government of Bihar and Orissa to ^riculturists and for the re-l)uilding of 
houses, and we are committed to gi^ng 6 lakhs to Bengal for earthquake 
restoration. It has therefore been decided to leave 2,10 l^hs for the present 
in the suspense accoimt and to transfer 62 lakhs from that head to the general 
balance where it becomes available automatically for debt redemption.

4. I now tuni to the current year. When the budget was passed a year 
it waa anticipated that there would be a small revenue surplus of just
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[Mr. P. C. T&llent®.]
over 10 lakhs. I am glad to say that the event has proved more satisfactory 
than the anticipation, and that the revenue surplus of the current year is now 
estimated to amount to 3,27 lakhs. Expenditure has increased beyond the 
estimate to the extent of 70 lakhs, but this has been more than counterbalanced 
by an improvement of revenue of n6 less thto 3,87 lakhs. This large increase 
has occunred almost entirely under the Customs head, under which three 
itemg alone account for an improvement of 3,40 lakhs. The import duty on 
sugar has 3delded 1,70 lakhs, that on ootton fabrics tK) lakhs, and that on yam 
and textile fabrics other than artificial silk 80 lakhs more than was expected. 
In the case of sugar the working season of the Indian mills has cm\y recently 
b ^ ^  and it is doubtful if we shall realise the excise duty on sugar to the full 
budgeted figure ; we have therefore reduced the revised under the excise head 
by 32 lakhs. Apparently the switch-over from imported to locally manu
factured sugar is not l^ing so quickly effected as was expected last yeai*. 
We expect that the excise duty on matches will fall short of the budget l̂ y

5. Under Income-tax the revised estimate for this year is the same as the 
budget. Under Salt there is a drop of 18 lakhs owing to the heavy clearanoas 
at l£e end of the preceding year to which I have ah^ady referred,

6. The Posts and Telegraphs department shows an increased net revenue 
of just under 28 lakhs, an anticipated deficit of 14 lakhs having been oon. 
yerted into a surplus of the same amount. This figure reflects the general 
improvement in economic conditions during the year, mostly in increased sales 
of stamps  ̂ and is also partly due to the increa^ use of telephones and the 
maintenance of the book packet traffic in spite of the increase in the initial 
charge made last year. This is the first occasion on which a surplus has been 
realised by the department since 1926-27, but it must be remembered that even 
this has only been realised with the assistance of a draft of 27 lakhs on the 
departoieat^ depreciation fund.

7. Under Interest there is expected to be an improvement of 26 lakhs over 
the budget, an increase of 94 l i^ s  in the form of interest on the Gold 
Standard Reserve being neutralised to the extent of 67 leJihs by the decision 
to charge the Bahawalpur State no interest this year on the loan of about 
12| orores which it has taken. The greater part of this loan was advanced 
to the State at the rate of per cent, fflie State is finding it impossible 
to pay interest at the present time, and in view of the reduction of their own 
borrowing rate Government are now considering the possibility of a revised 
settlement. There are, however, so many uncertain factors in the situation 
that it is thought wiser to postpone a permanent settlement for the present, 
and meanwhile to accept the situation and charge no interest for this year or 
the next—a fact which will, of course, be borne in mind when the final settle
ment comes to be made.

8. As regards expenditure, I shall refer only to the increase from 1,26 to
1,69 lakhs under Miscellaneous adjustments between the Central and Provincial 
Governments. When the budget was presented last year, provision was made 
for the transfer to the jute growing provinces of half the proceeds of the duty 
on jute exported. As paired, the budget only provided for the transfer of 
one-half o f  two-thirds of the amount of the duty, owing to certain misgivings 
as to our revenue ; but in the di«ouflsion on the Match ̂ Excise Duty) Bill Sir 
George Schuster promised that if the budget turned out better than w ^ 
expected, the full half would be tranitferred. That undertaking is now l>eing 
jmplement^ d̂ at a cost of 43 lakhs. The result of tliese various factors is, aa
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i  have Haid, to leave us at the end of the year with a surplus very mueh larger 
than we anticipated. The surplus is a non-reourring surplus and cannot be 
used for meeting expenditure of a recurring nature. The proposals of 
Gk)vemnient for deali^ with it are as follows.

9. In the first place, it is proposed to take the opportunity of charging to 
revenue the cost of the Civil Aviation programme (93 lakhs), and the transfer 
of the Pusa Institute (36 lakhs), which it had been decided with some 
misgivings to charge to gapital. Whatever benefits might have accrued to 
the country from these two schemes in the long run, they could hardly be 
regarded as remunerative in the strict sense of that word.

10. Government's other proposals for dealing with the surplus are as 
follows:—

(t) A simi of 1,00 lakhs will be set aside for economic improvements 
in rural areas. This subject is primarily a provincial one, but 
during the years of financial embarrassment the Local Govern
ments have found it impossible to provide adequate funds to 
prosecute schemes of this nature. With nine out of every ten 
persons in India living in villages and the ProvincicJ Gk>vem- 
ments still unable to finance schemes for the improvement of 
life in the villages, the Government of India think that the first 
(̂ laim on their surplus comes from the villages. A part of this 
sum will be set aside for promoting the co-operative movement. 
The new Reserve Bank is obliged by Section 64 of the Act to 
create a special agricultural c r ^ t  department, and Mr. Darling, 
an experienced ^ c e r  of the Punjab, has b^n touring India 
in order to report and advise on t ^  matter. He also 
report on the present state of the co-operative movement and on 
receipt of that report, the Government of India will decide how 
this money which is to be set apart for the promotion of co
operation can be most suitably utilised. As regards the schemes 
on which the balance of this allotment will be utilised, it is 
proposed that they should be approved by the Government of 
India and that they should be such schemes as the Local 
Governments would not otherwise have been able to undertatke 
in the immediate future. Although the approval of the Central 
Government will be necessary, the suggestions will of course 
come from the Provinces.

(n) A sum of 40 lakhs will be added to the Government of Indians 
reserve in the Road Development Fund. This reserve is used 
for financing roads of special importaaice or in parts of India 
where assistance is specially needed. The scope for development 
ill this direction is still great, and money prudently invested in 

‘ improving the system of commimications is money well spent.
It is the intention that the case of Assam should receive 
special consideration in connection with this allocation.

(ttt) It is proposed to s^nd a sum of 25 lakhs on schemes of develop* 
ment in the tribiu areas on the Korth-West Frontier, chiefly on 
roads. The Government of India are satisfied after very carefal 
consideration that this expenditure is amply justified on financial 
no less than on political grounds, and that there is no more 
eflPective means of ensuring a reduckiion in the heavy expenditure 
which it has unfortunately been necessary to incur from time to 
time on military operations in the tribal areas in the x^ t̂.
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[Mr,P.;C.T%Ue»te.] i
(iv) FiiiAUy, it TO propi>Aed to provide 20 liilcbfi for the

bitmcasti]^. It IB t4)e intcnticm to improTe the trim«-
mitting Btations at Ca)<nittii md Bofn<bay w d  to devek)|> sttttions 
jBLt Delhi and Madras. I f any Houonrable Member has a®y 
doubt »boiit the iinn>i»ence of the development of this aew 
nervioe, 1 would refer him to the fignreB of custoBaH duty levied 
ou 'wireless apparatuii< In )931«32 a mm of just over 1 lakh 
was readised ; in the mirrent year we budgeted for 3 lakhn, arid 
the revised has beea iuereased to 7 laklis ; a»d next y^ar we are 
budgeting for 8 lakhs. It is desirable that steps should be taken 
to satisfy this rapidly increasing (^niand.

11. Tlie total of these six items amounts to 3,14 lakhs, which, l>eiiig deduĉ t̂ d 
from tlie suiylus of 3,27 lakhs, leaves a balance of 13 lakhs. This sum t )̂gether 
with the 6i lakhs from the sui^his of 1933-34 will be added to the balance and 
go towards the reduction of debt.

12. So much then for the current year and for the maimer in wliich it is pro
poned to deal with its surplus. 1 turn now to a subject which Honourable 
Members are probably awaiting with a more lively interest, namely, the esti
mates for the coming year.

13. And first let me refer to the subject, which has recently l>ecn much ven
tilated in the j>res8, of the cut in pay. As the Honourable Finance Member 
annouiiced the other day, tliis cut will not be rc înifxisod next year either on the 
All-India Services or the Serviĉ es under the ruk»-makiug powers of the Central 
Government. A very specific undert^ing was giveu and repeated that this 
woidd be the first of the emeirgency meattufcs to be removed when opportunity 
offered  ̂and Goverpment have felt bound to make that underi^aking good. The 
cost will be 1»08 lakhs in the year,* including the cost of the Army and Posts 
and T^egraphs Department but excluding Hallways. Against this must be 
set increased incom9*tax receijpsttj from Government servants of 16 lakhs, so 
that the net inoreaae is 92 laJchs. This aoeounts for practically the whole of 
the increa«e in the expenditure proposed for next year.

14. If no change is made in the scale of taxation now in force, we estimate 
that the revenue of 1085-36 (excluding of course railway revenue) will amount 
to 90 crores and 19 lakhs and ttiat, if no increase of any importance apart 
from the restoration of the pay cut is made in our expenditure, our expendi
ture will amount to 86 crores and 69 iakhs*

15. I will deal very briefly with the principal heads of fcvenue and expendi 
ture for next year.

16. Under Customs wo anticipate an increase of 4,16 laklis over the current 
year’s budget and of 75 laklis over the revised. The prospects of revenue 
under this head are generally favourable except as regards sugar. It is prob
able that the switch-over from imported to mdigenous sugar which did not 
occur this year will occur next. We have accordingly allowed for a decrease
o f  2,00 lakhs as compared with the revised under the head 6f import duty 
against which may be ŝ t the very .much smaller increase of 35 lakhs which 
we have made under the head of excise.

17. Under Income-tax, apart frx̂ m certain proposals to which I shall pre
sent^ refer, the budget is better than reviied by 51 l i^ s , 35 of this re
flecting theiiniirovement ofinconias in.tbe ounrent year̂  and the restora
tion of the .pay out next ywwr. ; , ,

3 M  oet/H oiL  [9 8 t h  F b b . lOdS.



18. For Salt we are taking the same figure as this year’s bu<tg(;tt w’faick is 
18 laUw bettor Untn tWe year’s revised.

19. Under OpiniB there is a farther foil o f 10 lakhs below the revised. Our 
(Minf?* in provwian ophim will cease ahogethea- in the course of next year.

20. In the Posts and Telegraphs Department we expect next year a net
(Icficit, taking the revenue and expenditure heads together, of 13 laikhs. This 
is <hie to t^e restoration of the pay out, wUoh in the case of this Department 
will cost 27 lakhs. Tba scale of contributions to the depreciation fund h«« 
recently been engaging the atteirtion of a comouttee of experts. No £ual 
(urders haw yet paued on their recommendationa, but Government
have, in anticipation, decided to reduce by 10 lakhs the sum that wookl have 
to 4)0 oontrlboted to the fund next year according to the cM foroMila.

21. Under the head Interest we again waive the amount due from Bahawal- 
pur State. More im,p«twvt, we lose tiic interest on the securities in the GoW 
St-Aodard Bwwve aoKMnting to about 1  ̂crores of rupees which is being tiaas- 
feured to the Reserve Bank.

22. ®he drop of 22 lakhs of revenue under Currency and limt is {nimaiily 
due to the transfer to that Bank of the Paper Currency Reserve and the loss 
of the interest on the securities contained in it. On the other hand, we are 
taking credit for 50 lakhs as our share of the Bank’s profits for next year.

23. On the subject of next year’s expenditure I propose to be very brief. The 
heavy dro|>s under Civil AdmimstratioQ and Extraordinary ace due to tte 
inclusion in this year’s revised astimates of the projects which J h»ve mentioned 
as thf*8C to which Government propose to allocate the current year’s surplus, 
oxjioiKliture which will not be repoatetl next year. There is a large reduction 
of lakhs in the interest on On^ary Debt due principally to sucees»ful con- 
verskm operations. On the other hand, there is a big increase of 1,04 lakhs 
under Interest oh Other Obligations o f which the principal ingredient is an 
extra 60 Ukhs for bonus on Post Office Cash certificates.

24. For the ReduoUon and Avoidance of Debt we are providing 3 crores as 
in the current year, which sum we r^ard aa a su^cient provision in the 
absence of a contribution from the Railways.

25. The net provision for Defenoe expenditiire next year amounts to 44 crores 
and 9H lakhs. In 1'929̂ 30 the net expenditure on Defence amoiinted to 56 
crorcs'and 10 lakhs; it then started to fall progressively till it reachod 44 crores 
and 35 lakhs in tliis year’s revised. Next year’s increase is primarily due to 
the restoration of the pay cut which accounts for 63 of the 63 lakhs. During 
the years of ruthless retrenchment many necessary replacements were post- 
{)on^, and the time has come when in the interests of cconomy some of theae 
charges can bo postponed no longer. A sum of 67 lakhs in all is beiqg provid
ed next year for this purpose, which has been made possible within the bud
geted figure by close budgeting and economies in other directions.

26. sum to4»l of next year’s expenditure amounts, ae 1 have already 
stated, to 88 crores and 69 lakhs which, being deducted £rom,^crore6 and 
IHilakhs, the sum total of the revenue, leaves an available margin of 1,50 lakhs. 
1 h»ve now to explain to the House how Government propose to deal with 
this surplus.

27. Qovemment have rooognised that after the removal o f the pay cut the 
first rsKetf to be afforded is tiie removal of the Surchar^ on the income-tax 
and «nper*tax. The removal of the whole of the surcharges on the super
tax «/nd income-tax would cost 3,84 lakhs in »  year, and the r«Boval of the 
tax on the smaller incomes below Rs. 2,000 a ywtr voatd dost anothw 75 laUn,
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[Mr. P. 0 . Tallents.]
The suroharge and the tax on small inoomes olearly therefore oaimot be 
abolished at one stroke. Oovernment |n*opose to reduce the Buroharge and the 
tax on small inoomes next year by one-third at a cost of 1,36 lakhs. The relief 
is not so much as Government would have wished to give, but it is all that can 
be afforded.

28. GJovernment also propose tio give relief in one other direction. The export 
trade in sl^is has been reduced this year to a little m̂ qre than half of what it 
was during the corresponding period of the year before. Gbvemment think 
it desirable to sacrifice the 8 lakhs of revenue which they might have expected 
to receive from the export duty on skins during 1935-36 in o^er to gafeguaxd 
India’s export trade in this article. The budget therefore provides that this 
export duty will be abolished.

29. It is also proposed to reduce the export duty on silver from 5 to 2 annas 
an ounce. A great deal of silver is at present being smuggled into this country; 
by the proposed reduction we do not anticipate any loss of revenue and the 
budget therefore is not affected one way or the other. But we do hope that 
it will stop smuggling in the interests of honest business.

30. The budget provides that the additional import duty on salt will be 
retained. It is the intention of Government that this tax i^ould be retained 
during 1935-36 and that the proceeds should be distributed as at present. 
But Government desire to make it clear that they would be prepared to remove 
this duty at once if there was a clear indication of the desire of the Legislature 
that this should be done.

31. This year we issued no sterling loans, but two rupee loans, one of 3  ̂ per 
cent, loan 1947-60, and the second of 3 Mr cent, bonds 1941. Together 
these loans produced 36 crores and 80 laJLhs. With the proceeds of these 
loans 32 crores and 42 lakhs of permanent debt bearing higher rates of interest 
were replaced. In the course of the year treasurj  ̂bilk issued to the public 
will be reduced by 11 crores, and the net result of the year’s operations is that 
the unromunerative debt will be reduced by 1 f  crores.

32. Exchange has been strong, thanks principally to the continued export 
of gold which has fallen little telow the figure of the previous year. £39 
luiliions sterling will have been remitted to the Secretary of State, of which 
£13-4 millions will be used to strengthen our external reserves against the
note Issue.

33. I have now completed my survey of the main features of the estimates for 
1935-36. It has not been possible in framing the budget for the year to assume 
that it will be a year of unalloyed prosperity. It is true that we may now 
reasonably claim to liave pa^jed the lowest point of our fortunes. Such 
indications of reviving trade as traffic and customs returns clearly show 
that this is so and there is every reason to hope that, as soon as world condi
tions permit, India will be one of the first countries to feel the benefits of the 
return of prosperity. In these circumstances, it has not been possifafo to make 
any sweeping reduction of the burden of the emergency taxation, but we have 
taken such steps as we could, consistently with a balanced budget, to alleviate 
those burdens, dealing with them in the order to which the Government of 
India already stood committed. There is nothing dramatic or unexpected 
about this budget. The policy which has been followed in framing it has 
bpou the sound poli^—the policy ih$,i has resulted in the credit of India 
standing as high as it stands today.
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34. There is one other point to which I wiah to refer before I conclude my 

speech. The introduction of the new constitution, if the Government of 
India Bill is passed into law, will cost money. Apart from the creation of 
enlarged legidatures and new federal institutions, there are other commit- 
raent« to be met such as the subventions to deficit Provinces and the separation 
of Burma. All these will involve inroads into Central revwues which must be 
faced and provided for—no easy task— before we can look forward to a securely 
balanced Central budget.

36. I have trespassed for a long time on the patience of the House but I have 
now finished. I can only express the hope that what I have said will help 
Honourable Members to understand the papers placed in their hands and 
persuade them to give the proposals of Qovemment their approval and 
support. (Applause.)
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The Council then adjourned till Eleven of the Clock on Saturday, the 
2nd March, 1935.




