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I rise to present the Budget for 1949-50.

Review of Economic Conditions

2. Although this is the fourth year since the cessation of

wostilities, the return of normal conditions, without which it
‘s impossible to expand production and develop trade, seems
till as far off as ever. Over large parts of the world, con-
litions remain disturbed and the progress of recovery from
he ravages of the war is painfully slow. In Europe the
mpasse in Berlin, the civil war in Greece and the emergence
f two rival camps among the countries that fought the war
8 allies are symptomatic of the abnormal conditions which
till prevail. The Palestine question, which is a serious
‘hreat to peace and stability in the Middle East, is still un-
sulved. Nearer home. the continuance of civil strife in
“hina, the disturbances in Burma, which concern us deeply
m view of our close economic ties with that country and the
arge interests our nationals have in it, and the unprovoked
issault of the Dutch on the Indonesian Republic, all these
retard the economic recovery not merely of this largely under-
developed area of the globe but of the whole world. Pros-
Eﬁ:rit}n like peace, is indivisible and while these conflicts are
roing on in various parts of the world involving a tragic
waste of men and material, the common man in all countries,
oarticularly the less developed countries, continues to pay a
heavy price in want and suffering.
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.8, In our own:country, as in most other countries in the
post-wan period, the major problem has been that of keeping
the inflationary trends under control. It is not necessary for
me: to dilaté on. the causes of the emergence of these
trends since ;the end of the war. While as a result of the
war the purchasing power in the hands ol the community
increased considerably; the available supply of commodities
in the post-war period was not sufficient to meet the increas-
ing demand for them. The shortage of essential commodities,
particularly (food and clothing. aggravated the situation
owing to the rise in the money income of some sections of
the community who in the past never competed for food and
consumer goeds on the same scale. Difficulties in transport
and distribution accentuated the shortages while the parti-
tion last yeir and the economic dislocation caused over
considerable parts of the country by the movement of popu-
lation between the two Dominions made the position worse.
A steady rise in prices occurred throughout 1947 the general
index number of whole sale prices rising from 290-5 at the
beginning of the year to 314-2 at the end of December. In
the first seven months of 1948 there was a further steep rise
in priees, the index number of wholesale prices rising by as
much as 76 points to 390-1. Since then the prices have
slightly dropped and as a result of the various measures
taken by Government prices have remained more or less
steady.

4. The answer to the problem of inflation and high prices
is to increase the supply of commodities to meet the existing
demand. and until this position is reached to control the
distribution of the available supply of the essential commo-
dities. In the matter of food the supply pesition still con-
tinues to be difficult and last year owing to the poor crops in
certain parts of the country we have had to import 2:8 million
tons from overseas at a cost of Rs. 130 crores against -an
estimated import of 2 million tons at a cost of Rs. 110 croves.
The position is expected to be still more difficult this ' year
owing to the floods in Bihar:and the United Provinces; ' the



‘damage caused by the recent cyclone in Bombay and theiout-
break of famine in parts: of Gujerat, Saurashtra; Rajasthan;
and Cutch and imports may amount :to 4 million tons.: : As
the House is aware, it has already been decided 'to re-initro::
duce food control and it is hoped that this will seeure’ an
‘equitable supply of feod grains througheut the eountry at
fair prices. In respect of other commadities the position”in
regard to internal preduction has, I am glad to say, been
encouraging in recent months although it has nét been pos-
sible in many cases to reach the peak produection of the war
years or the target that has been set. Last year-the praduc--
tion of coal at 29-73 million tons and of steel at ‘854,000 tons
Just fell short of the production in the previous year while
the produyction of salt rose from 496 million maunds to 59:8
million maunds, of cotton yarn from 1,315 million 1bs. ‘to
1,442 million Ibs., of cloth from 3,816 million yards to 4,338
million yards, of art silk fabrics from 85 million yards to
114 milljon yards, of plywoed from 28-6 million sq. feet
to 3863 million sq. feet and of seap from 80,000 tons
to 190,000 tons. The flow of raw materials to industry
has also improved with the improvement in’the tians-
port position while with the relaxation of import contnols
there has heen a larger flow of imported - goods!’
Production has heen greatly assisted by the ' oceurtence
of fewer strikes and lahour disputes. If the present favour-
able trends in production continue, I haye no doubt that ' §t
will be possible not merely to arrest:the rise of prices but to
bring them down gradually. it 5l
5. The state of the capital market in the ‘vear mnder
review has hbeen a matter of concern to Government.
While there is obvieusly a large amount of money in the
country competing for the limited supply of goods, the ‘invest.
menit market has been' stagnant and there has been little ‘Hdvw
of money into-Giovernment loans 'or into industrial concerfis.
Thais staguation is ‘due  in large measure ' to the' prevailing
uncertainty in fegard to 'matters aﬂecting industrial deve.
lopment and prospects. My own view i that with the hige
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potential demand in this coyntry for both consumer and
capital goods, there is bound to be for many years a wide field
for private énterpﬂse afnﬂ that ' m thlB ma,t,ter no one who

invests monéy i ta‘kmg i greater nsk tha.n in any other
eﬂuntry i the world.

< Aﬁ E ment:oned a whlle ago, the fight against inflation
has been one of Government’s main pre-occupations this year.
As Hunoura;blle Members are aware, Government consulted
various mterests and sections of public opinion regarding the
measures uecessan' to deal with this situation. In a matter
of this kind, it is obviously not possible to expect complete
unanimity c:rf npmmn as to either the causes of inflation or the
remedies | to b-e adopted. But it was clear that immediate action
should be ta.kan to prevent, as far as possible, the further crea-
tion of purchasing power in the hands of the community and
to take all steps possible to stimulate production and instil

a spirit of confidence in industry. With this end in view, in
the field of taxation additional duties on certain articles of
luxury such as liquor, tobacco, motor cars, silk and art silk
. frabrics were imposed and an excise duty on super fine cloth
was levied. Power was taken to make provisional assessments
of income-tax on the basis of returns submitted by the assessees.
A system of interest bearing deposits for income-tax introduced
in 1943 was'also revived and it was decided to postpone for a
further period of three years the refund of deposits of Excess
Profits Tax except for approved purposes. A temporary limit
was also placed on the amount that may be distributed as
dividend by public companies, by an Ordinance, the enact-
ment of which into law is now under consideration by
(he House. Among measures taken to stimulate indns-
trial production, T would mention the reduction in the
import duty on machinery and certain industrial raw materm.!a
and the abolition of the import dut.v on cntt.nn yarn, New
industrial undertakings commencing pmductmn m the newzt,
three years ha.ve heen gwesu exemptmn from mcoma tax fnr
the first five vears up to'a limit' of six per cent. pen ammm
on then’ capﬂa;l The rﬁles régulafmg ﬂegrematmn a‘llr:-w-
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aneds have ‘also Béen'liberalised. | Tn the field.of G owertimpntal
expenditure’ a rap}{i review was sondugted ;of, all, capital -and
development schemes 'fili:luding- the Prbvimi&l. Sﬁhemes,r_ A8 a
result the total provision for capital and develnpn_ient schemes
and loans has heen substantially reduced. It was also made
clear to the Provinces that in the present ﬁna:r'fﬂ'i'a,ll'_. situation
they should not count on Central assistance for':;_ll_il"léﬁéenting
their schemes of social or agrarian reform. The T ouse will
realise that it was not without regret that we decided to hold
Up even temporarily the various schemes of dey&]ﬁpiygﬁt the
-execution of which is necessary for the well being of the
country. But the need for economy was imperitive and we
had to postpone all avoidable expenditure. Buf’this has not,
led to the slowing down of any productive scheme or any scheme
essential for the national interest. T would like to ‘take this
‘Opportunity to express my sense of gratitude to the Provincial
Governments for their ready co-operation in this matter.

Balance of Payments

7. The main features in the external financial pesition of
the country in the year under review have been the sharp
decline in the sterling balances held by the Reserve Bank of
India, the growing difficulty in the financing of imports from
the hard currency areas and the emergence of Pakistan as a
foreign country for currency purposes with the separation of
its currency from that of India. The sterling balances which
reached the peak figure of Rs. 1,733 crores at the end of 1945-46
declined by Rs. 121 crores to Rs. 1,612 crores during 1946-47.
This reduction was due mainly to the large imports of food
hut there were also substantial imports of other goods in satis-
faction of the pent up demand of the war years and a certain
amount of repatriation of British capital. During 1947-48
the reduction was somewhat smaller due to the restrictive
import policy which was introduced towards the close of 1947
and the balances fell by only Rs. 67 crores to Rs. 1,545 crores,
In the first ten months of the current year there has heen a
further drop of Rs. 556 crores in these balances. This heavy
outgo is due to several causes. The first is the payment to
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. the United Kingdom Government in aecordance with the
agréeément reached with them last July, of Rs. 284 crores for
the purchase of annuities for financing the payment of sterling
pensions and the acquisition of the Defence installations and
stores left behind in Tndia by the United Kingdom at the end
of the war. The second is the payment to the State Bank of
Pakistan of Pakistan's share of these balances following the
separation of its currency from that of India. This payment
is still continuing as the sterling and other assets of the Issue
Department. are handed over in instalments as Indian notes
are withdrawn from circulation in Pakistan and handed over
to the Reserve Bank. Sterling to the extent of Rs. 1,77 crores
has so far been transferred to the Pakistan State Bank. The
third factor responsible for the decline is India’s adverse
balance of payments on current and capital account.

8. Government’s import policy is largely determined by the
trend of the balance of payments. The aim of this policy is
so to regulate trade that while it is kept at the highest possible
level consistent with the needs and requirements of the country,
India should not have an overall deficit in her halance of pay-
ments on current account during any particular period of time
of more than the amount by which it has been agreed with the
United Kingdom Government India's sterling balances shonld
be drawn upon. Under the present agreement signed last
July it has been agreed that India’s free sterling account
which had a balance at the end of June, 1948 of £ B0 million
will be credited with an equivalent sum during the period
July. 1949 to June, 1951. TIn pursuance of this policy and
also with the immediate object of reducing the inflationary
pressure in the country, import controls were relaxed during
the course of the year, and I am glad to say that they have
resulted in substantially increasing the available supply of
goods in the conntry.

9. While our overall balance of payment position is on
the whole satisfactory, our balance of payments with the dollar
and hard currency counfries is causing us great concern.
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In the pre-war years India had usually a surplus with the
United States of America and during the war years owing to
the drastic curtailment of imports to conserve dollars for the
war effort, India continued to have increasing surpluses.
After the war, the trend of trade rapidly reversed jtself and,
in common with the rest of the world, this country started
having substantial deficits on hard currency account. The
reason for this was that we had increasingly to turn to the
hard currency countries for our requirements as the countries
whose economies had been disrupted by the war could not mect
them. This was particularly true of food which is today the
largest single consumer of foreign exchange. Burma could
not supply all the rice we needed because of the ravages of
the war and its aftermath; Australia could not give us all
the wheat we wanted because the United Kingdom had prio-
rity in supply.

10. India’s dollar deficit in the past used to be financed
by the central reserves of the sterling area. But beginning
from January, 1948 the United Kingdom refused to carry this
responsibility any further and insisted on limiting the con-
vertibility of our sterling very rigidly. The limits imposed—
£ 10 million (§ 40 million) for the half year January—June,
1948 and £ 15 million (§ 60 million) for the year July, 1948—
June, 1949—hear no relation whatever to our needs. Con-
currently with the imposition of these limits on convertibility,
there came the separation of the exchange resources of Pakistan
from India which also took place in Januvary, 1948. This
has also handicapped us severely as many commodities which
before partition earned hard currency, such as raw jute, raw
cotton and hides and skins, were largely exported from terr:-
tories now in Pakistan. In spite of the maximum possible
limitation of imports from the hard currency areas and the
maximum possible encouragement of exports thereto, India
had a deficit in her balance of payments with the hard currency
countries in the six months April to September, 1948 of $ 45
‘million. | - The (deficit for the next three months, for which

- preliniinany figures ave available, is expected to be $ 48 million.



©8

~Of these deficits, the purchase of food grains was responsible

_for § 35 million and § 40 million respectively. These deficits
which,_ exceed by, far the convertibility allowed to us by the
United Kingdom have been met by loans from the International
Monetary Fund from which since March, 1948 we have
borrowed no less than $ 92 million.

‘11. 1 "cofifess that this chronic dollar deficit is causing
Government no little anxiety. Honourable Members are aware
that we intend to negotiate dollar loans from the International
Bank for Reconstruction and Development. But these loans
will be available only for financing the purchase of equipment
for our developmental projects and not for current expendi-
ture. We do not favour the idea of borrowing on the present
‘scale from the International Monetary Fund but if the central
reserves of the sterling area, to which we were at one time
a source of strength, insist on continuing to limit our claims
on them in the same way as at present, we shall have no alter-
native to continuing to borrow. One ray of hope in the situa-
tion lies, of(course, in the fact that we hope, in future years,
to import less food and to divert our food purchases to the soft
currency areas. It is also possible that the international prices
of food grains will not remain at the present high levels.

12. Wh,tile we have exchange control with all countries
in the world, we have none with Pakistan. This has been
rendered possible by the fact that simultaneously with the
separation of their currencies on the 1st July, 1948 India and
Pakistan came to a monetary and payments agreement. The
main terms of this agreement, which is in the first instance
valid for a';per_iod of one year, are that each party will hold
the currency of the other up to a limit of Rs. 15 crores, that
thereafter up to a further, limit of Rs. 10 crores accounts will
be settled in free sterling and the balance in sterl ing in Account
No. IT. "-Tlhle,reaaon.mfor..enter-ing into an agreement of this
kind was ;;j:a‘-t the Governments of both Dominions were anxious
to enshlre quatl the obstacle o inter-dominion trade, which the
imposition of exchange gontrel would necessarily entail, should,
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if possible, be avoided. ‘' am glad’to sdy that thi§ Agteémbnt

has worked satisfactonily and'‘that durtenicy 'considerations

have not stood ‘in the way of inter-déﬁ:ihiblnﬁcqﬁ&ﬁe_i'heff"“‘ ;
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FINANCIAL YEAR, 1948-49 e :
13. T shall now proceed to give a brief review of the finan-
cial position in the current and the ensuing years,

For the current year the deficit is now Estimated ' at
Rs. 1:55 crores against Rs. 214 crores provided in'the budget.

Lsdy o 1
Revenue e b
b W o

14. The revenue receipts are now estimated st Rs. 338-592
crores against the budget estimate of Rs. 25524 croves,
an increase of Rs. 83:08 crores. With the' relaxation
in the import controls during the course of ' the 'vear
there has been a considerable expansion of imports and ‘the
revenue from Customs is expected to be Rs. 3649 crores more
than the budget estimate, The yield from the -excise duties
on sugar, matches, tyres and tubes and vegetable products has
also shown a substantial improvement and with the excise duty
on cotton cloth imposed last December and estimated to yield
Rs. 7 crores in a full year the revenue from Céntral excise
duties is likely to be Rs. 4:28 crores more. ' Income-tax
receipts are now placed at Rs. 2062 crores more than the
budget largely as a result of the intensive drive for the clear-
ance of arrears and the recent ordinance authorising the provi-
sional collection of tax on the basis of the statements of income
of the assessees, but of this increase Rs. 538 crores will acerue
to the Provinces as their share of revenue. The revenue from
the two Government ' commercial departments '‘also shows
increades. The contributioni from Posts and Telegraphs is
likely to be ‘Rs!'2:95 croves more while from the Railwaljrg, as
the Hoeuse is already ‘dware. ‘the' contribution’ will amoiint 'to
Rs. /734 croves against: Re. 45 eroves 'taken' in “the budget.
The- profits from ‘eurrency also show ‘an increase of RY. 385
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grores. Thllt;re is also a carryover of Rs. 1-33 crores on account
of Government’s S'.l;l-gilt:'ép of the profit on stocks of sugar frozen
in December 1947 wfuch was not r‘gali‘seﬂ'dur'iﬁg that year and

certain pre-partition receipts amounting to Rs. 13'4 crores.
" Ezxpenditure

15. The total expenditure this year is now estimated at
Rs. 339-87 crores, an increase of Rs. 82:49 crores over the
budget estimate which mearly wipes out the imcrease in
revenue. Of this increase, Defence Services account fer
Rs. 3435 crores and Civil estimates for the balance of
Rs. 48-14 drores.

16. Defence Services.—The expenditure on Defence Servi-
ces during the year has been affected by the continuance
of the operations in Kashmir, the extent and duration of which
could not be foreseen at the time the budget was prepared and
for which, in consequence, no provision was included and also
by the unforeseen deterioration in the situation in Hyderabad
which led to the police action last September. In view of
these developments the armed forces had to be maintained at
a higher strength than was contemplated in the budget. New
units had to be raised and some of the operational demands for
stores, equipment and munitions had to be met by fresh pro-
curement. In addition to our own forces we had to take in
service larger forces from the Indian States and the Govern-
‘ment of Nepal also loaned us some of their troops for purposes
of internal defence. All these measures entailed additional
expenditure for which there was no provision in the budget.

17. The increase of Rs. 4814 crores in civil expenditure 18
mainly due to three causes. Firstly, the revised esti-
mates inehide a new provision of Rs. 2075 crores forimeeting
“pre-partition liabilities for whicli na provision was made in the
“budget. At the time: the budget was framed, | sufficient

‘data rezatding the outstaridimg. liabilities weze ot asailable
““and the arrangements with Pakistan for meeting and, adjust-
ing these had not alsa ‘beeri isettled: | Tt was hoped that these
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ligbilities would be met and shaved currently by the two
Dominions but: the Pakistan Government deglined to.meet these
lighilities on the ground that they were initially thiose of Tridia
and that Pakistan would take its share only throtigh' e debt
settlement. = The Gevernment. of India do not accept’ this
view as. in their opinion, after the division of the available
cash. halances of the undivided Government between the two
Governments, the outstanding liabilities should be paid and
carrently shared by the two Governmenis. But in order to
avoid hardship to those who had made supplies or rendered
services to the undivided Government, the Government of
India have agreed: to meet the liabilities in the first instance.
Certain outstanding payments relating to the 'pre-partition
period, such as the Provincial share of income-tax, are also due

to the Provincial Governments now lqcated in India which the
(zovernment of India propose to meet. Secondly; the expendi-
ture on the relief and rehabilitation of refugees which has
always been difficult to estimate and for which a provision of
Rs. 10:04 crores was made in the budget is now expeocted o
amount to Rs. 1945 crores. This increase is partly due to the
carryover of certain liabilities from the previous year, mainly
payments to Provineial Governments, whicli e¢ould not be
made before the close of last year and partly to increased ex-
penditure on relief which has to be regulated with reference to
the constantly changing requirements of the sitnation. Third-
ly, the expenditure on the subsidising of imported food grains
and the payment of bonuses te Provincial Governments oD
internal procurement is now expected to exceed the original
budget by Rs. 12:05 crores. The House will rémeniber that
after a review of the food position last October it was decided
that with effect from the 1st Qotober 1948 the Central share of
the loss on the supply of imported food grains to deficit areas

* ‘sheuld 'be raised from two thirds to three quarters and that
+'a similar concession; limited to the Centre meeting half the loss,
" should be extended. to the Indian States. PBart of the increase
\\lis also. due to'the fdet that while the budget proyided for
- subsidies:up to'the end of the calendar yeay, proyision has now
s<heen made for the full financial year. . |
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1 should also mention a further reason for the increase .in
civil expenditure. The House will remember that in. .the
budget for the current year my predecessor made a lum p cut of
Rs. 2:5 crores for economies likely to result from the imple-
mentation of the recommendations of the Economy Committee,
The work of this Committee has taken somewhat longer than
was originally expected and its report on a number of Minis-
tries are still under examination. No savings are therefore
likely to be realised this year. For next vear I am not making
any provision at this stage as it is not possible, until firm
decisions have been taken on their recommendations, to
estimate the savings likely to be realised. But I may assure
the House that this does not mean that T do not expect any
economies to result from the Committee’s recommendations.
On the contrary it is my intention to secure the utmost economy
possible in public expenditure and the Hounse may rest assured
that the recommendations of the Committee will he most care-
fully and earnestly considered by Government and the result-
ing economies enforced during the course of the year.

Income-tax Investigation Commission

18. Before I pass on to deal with the estimates for the
coming year I should like to mention the progress made
the work of the Income-tax TInvestigation Commission.
Honourable Members will remember that the Act constitut-
ing the Commission assigned two duties to it, namely, to in-
vestigate and report on all matters relating to taxation on
income, with particular reference to the extent to which the
existing law relating to and procedure for the assessment and
collection of such taxation is adequate to prevent evasion and
to investigate specific cases referred to the Commission hy .
the Central Government. On a study of the working of ghe o
Income-tax law and its administration during recent. years,, .
the Commission came to the conclusion that on a 191]5}.;-@;;11,__1_.-:.
view the first task was no less important than the second, and
as work on the second had for various reasons necessarily itq., . .
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slow, the Commission devoted a gréaii“pari}kof ‘ts t:ma
t:ﬂ recantl}r to the first task. This’ invdl"fbd ths- ex fation
of ‘voluminous evidence tendered in repljf 16" 2 Gbmp prehen-
sive questionnaire which was issuéd) ard tﬁle'aﬁnulmlssmu
has recently submitted a long report in which’ ﬁ ha,a made.
recommendations on many points of law and 0f3 aﬂEmmstra.—
tion. These recommendations are now being exd 11::&{1 with
a view to the necessary legislation being introduced, and it
is hoped that it will be possible to place a bllt hefore the
House at its next session. i

19. As regards the investigation of specific LJEBS refm red
to it by Government, the Commission has emnpiefed a few
cases. Greater progress was not possible for a vauetv of
reasons. Firstly, it was only in April 1948 th t ‘the n
sary staff for investigation work could be leE{‘.‘[i a+ the
disposal of the Commission. This was because 1t was not.
possible for the Income-tax Department to spale Lhmr more
experienced officers for this work before Aplll 1948, in
view of the shortage of officers in the Department and the
large amount of arrears that had to be cleared: However,
this difficulty has now been overcome to some extent, and the
officers authorised by the Commission are w c-rkmgl in Jli’t'ﬂt ent,
cities carrying on investigation under instructions, dnd, dlroc-
tions given by the Commission. It is the materwl gqthm‘ed
by them that will form the basis of the Cnmmlsslon s further
work. WL

Another factor which has delayed the dlspnsa.l nf apemﬁp
cases taken up for enquiry is that it has been fm.md that &
good’ deal of general enquiry and collection of fagts and
figures is ‘a Hecessary preliminary to the mvestlfrart,mq, of the .
specific cases. 'These general engmt'les ant} the -Eol]a,Llon of
the ma‘.tan&is collected have taken a r:unmderablg time, and, .
the ‘workis proceeding apaee OﬂCE t'hls is ,cupaplategi, it
may' be hbpad’ that the dlspmal of qp&qﬁc cases ?'ﬂ]:‘ ber
expedited:
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it Jn this connection I may add that the possibility of dis-
pébing of the: referred cases by agreed settlement is being
‘swploved, and a bill will shortly be placed before the House
for vesting the necessary powers for making such settlements
in the hands of the Commission.

Financrar YEAr, 1949-50

Lk

.90, T now turn to the estimates for the next financial year.
“At the existing level of taxation, I place the total revenue
‘at' Rs. 80774 crores and the expenditure charged to revenue
at Rs. 8322:53 crores leaving a deficit of Rs. 14-79 qroves.

= Revenue
91. The total receipts from customs is estimated at
Rs. 10725 crores. This provides for a full year’s effect of
the changes in the tariff in the course of shis year as part of
i.the campaign against inflation. Central excises are expect-
. pdtosbiing in Rs. 57-75 crores, including Rs. 7 crores from
i the recently. imposed excise duty on cotton cloth. Receipts
from income-tax, which inelude Rs. 11:22 crores on account
of Excess Profits Tax and Rs. 12:01 crores on account of
- Business Profits Tax have been placed at Rs. 155 crores.
" Honourable members will remember that it was decided last
" year that advance payments of tax should be taken direct to
revenue instead of being treated initially as a deposit and,
. as w first step in the process of changing the accounting
“iprocedure, advance payments of Corporation Tax were taken
i direct to revenue in the budget for the current year. Next
i0 yetir;as a further step in the process, I have taken credit m
= gy revenue estimates for Rs. 12:5 crores for a part of these
boglvance payments that will be received during the year,
#uT hope that the change will be completed over the next three
““yegrs, “The divisible pool of income-tax is estimated at
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"Rs. 90-7 crores of which the Centre will retain Ry, 4685
crores leaving Rs. 43-85 crores as the Provincial share. . Fhg
profits from Currency and Mint, after allowingfor the shave
of Pakistan are estimated at Rs. 9:7 crores: i1yl 16}
b mis o

ThHe revenue from the Posts and Telegraphs Departmént
is expected to amount to Rs. 30-26 croves and working
expenses and interest to Rs. 28-63 crores, leaving a surplas
of Rs. 163 crores. As in the current year this
surplus  will be shared equally by general, reyemues
and the department which will get a rebate of interest on, its
share of the accnumulated profits, expected to amount to about
Rs. 10 crores at the end of the budget year. = i .0 s

The contribution from the Railways for next year has
been taken at Rs. 472 crores, the amount provided im the
Railway Budget.

Expenditure

99. The total expenditure in the coming year is estimated
at Rs. 399-53 crores of which Defence Services will account
for Rs. 157-37 crorves and civil expenditure for Rs. 16516
CroTes. it

93. Defence Services—Following the customary = prore-
dure T shall first deal with the Defence estimates.  The
Deferice Budget for the coming year shows an.increase -of
Rs. 1:94 eroves over the revised estimate for the curfent year,
the éxcess in which T largely ascribed to the operations  in
Kashmir. The House may well ask why with: the ﬁ&#&ﬁ‘#‘fe

it Kashmir there is no decrease in the Defence Budget. . The
migin reason for this is that the reduction in the. strength, of
- the armed forces canmot be made over-night and the.process
of demobilisation has necessarily to be spread over, a period
. gimilar to the recruitment and training - of. the forves.. The
current year's revised: estimates reflect  the. expenditure an
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vthe geaditabbuilding.np of our, strength while the budget for
1mext o year (would o reflect | the gradual reduction in that
sstrength. Since hoth the processes, take time the average
ustrength | | ofr the i troops during . the  budget year is
‘unlikely fo'differ materially from that in the current year.
In framing the budget for next year we have taken into
account thesimprovement in the Kashmir situation follow-
ing the ceade fire and our hope that this cease fire will
eventually ‘ldad to a peaceful solution of the problem.
The House vill naturally not expect me to go into greater
detail in this matter but I must utter a warning that
if for any unforeseen reason these hopes on which we have
based our estimates are not realised, it may be necessary to
exceed the provision now proposed. Tt has also to be remem-
bered that the recent grant of an ad hoc dearness allowance
to employees of the Central Government has added Rs. 4
crores to the Defence Budget next year. The budget for next
year also ingludes additional provision for the expansion of
the Navy and the Air Force. As the House is aware, our
Navy till recently consisted of only a few sloops and frigates
designed primarily for port defence but with the achieve-
ment of independence the Navy has been called upon to
shoulder greater responsibilities than before, for which it is
necessary to have a balanced force, complete with aircrafi
carriers, cruisers, destroyers and submarines. With this end
in view, Goyernment have recently approved the first phase
of a 10-year plan for the Navy, confined mainly to
the recruitment and training of the personnel in the various
branches of the Navy. The last war proved conclu-
sively the overwhelming importance of the fleet air AT
and the House will be glad to know that a beginning has
already been made in this respect and that the budget in-
cludes provision for the establishment of a fleet air arm.
With regard to the Air Forces also, plans for their expansion
~and development are going forward., It is. hoped. to,train
sufficient technical man-power ta.make it a more balanced and
r:ﬁﬁ"_’-_‘cﬁ“ﬂ:fﬂ"ﬁﬂmw il ri-}'."-. sabisboni silT IO Es e
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‘94’ Before T pass on to civil estimates I would like to refer
m a change in the preparation of the Defence Demands for
“niext ‘vear. The provision for supplies and stores which was
“previously pooled together and included under one Demand for
all the three Services, except for certain Naval and Air Force
stores, has now been split among the three Services—Army,
Navy and Air Force. This change will make the estimates for
each Service self-contained to a greater extent than before and
enable the Defence authorities to exercise a closer and more
efficient control over the expenditure in their respective

Services.

25. Civil Estimates,—1 now come to the Civil Estimates.
Details of the estimates under individual heads are, as usual,
given in the Explanatory Memorandum circulated with the
budget papers and it is unnecessary for me to deal with them
~at any considerable length here. I should like, however, to
refer brieﬂy to certain special items for which provision is
included in these estimates. The budget next year includes
Rs. 985 crores for the relief and rehabilitation of refugees. In
addition, a provision of Rs. 23-27 crores has heen made in the
capital budget, Rs. 21-34 crores for loans for rehabilitation
‘including loans to Provincial Governments and the Rehabili-
tation Finance Administration and Rs. 1'93 crores for build-
ings. The expenditure on food subsidies and the payment of
‘bonus on procurement under the revised policy is estimated
at Rs. 3297 crores next year. The estimates also include
Rs. 10 crores for the meeting of pre-partition claims and
Rs. 12-83 crores under the varions heads of expenditure for
development schemes.

il dguburg o

n12611.0F the total e}.pandlture of Rs. 16516 crores provided
vim thebudget for next year, Rs. 52:82 crores are accounted for
by theexpenditure on refugees, the payment for food subsidies
-and’»pre-partition ipayments, leaving Rs. 112:34 crores for
mormal expenditure. This includes Rs. 1006 crores for tax
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collection, Rs. 41-97 croves for ebligatery expenditure on pay-
ment -of interest and pensions and provision for debt redemp-
tion, Re. 2204 croves for planning and resettlement, Rs. 2-23
crores for expenditure on Currency and Mint, Rs. 2-95
crores 'for grants-in-aid te Provincial Governments and
Rs. 24'20 crores for expenditure in the mnation building
spheres such as Education, Medical and Public Health, Broad-
casting, Awiation and on Scientific Surveys and institutions
in which the Central Government largely supplement the work
of Provincial Governments. The balance of Rs. 2889 crores
tepresents the provision for administration, Civil Works, ete.
and represents only 17-5 per cent. of the total civil expendi-
ture. In addition to Rs. 2420 crores in the nation building
spheres mentioned above, provision has also heen made for the
agrant of Rs. 26'81 crores to Provincial Governments for
development and Rs. 4925 crores for loans.

27. Honourable Members are aware that in recent months
a large number of Indian States have been merged in the
neighbouring Indian Provinces or taken over for administra-
tion direct by the Centre as part of the policy of unifying the
country under the guidance of my distinguished colleague the
Deputy Prime Minister. Ultimately the revenue and expendi-
ture of these States have to merge in those of the Provinces or
the Centre depending on the subject to which they pertain.
But the process of integration is still incomplete and for the
present the transactions of these States have been kept separate
in a deposit account and not included in the revenue and
expenditure of India. If, as may be hoped, the integration is
completed in the course of the coming year, these transactions
will be included in the revised estimates for the year.

28. On the basis of the estimates of revenue and expendi-
ture that T have explained so far, the anticipated deficit for
next year is Rs. 14'79 crores. I shall return to the question of
how I propose to deal with this deficit in a later part of my
speech. : : .3 | .
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Post-War Planning and Devdlopment.

29. I mentioned earlier that as part .of the campaign
against inflation, Government had to review their whole pro-
gramme of expenditure and reduce the outlay both in the
capital and in the revenue budgets. Even so, substantial
amounts have been included in the budget for grants to Provin-
cial Governments and for Central schemes of development.
So far as the Provinces are concerned it is not the intention
that the scale of assistance promised to them by the Centre for
their development schemes and on which thev have formulated
their plans should in any way be reduced, All that is
happening is that the pace of this assistance is being tempo-
rarily slowed down in view of the urgent need for economy and
in so doing special care has been taken to see that the progress
of productive schemes and schemes of long range importance
essential for national development is not held up. The House
will remember that last year we laid down the policy that the
grant each year from the Centre should be limited to half the
amount spent on the approved schemes. Some of the smaller
Provinces whose resources are limited asked for the waiver of
this condition and in spite of our own difficulties we have
agreed for this year and next year to allow them grants up o
the total amount they may spend on approved schemes. The
budget for next year includes a provision of Rs. 26°81 crores
for grants and Rs. 4925 crores for loans to Provinces for
development.

30. For Central schemes of development including ve-
settlement a provision of Rs. 12-83 crores has been made in the
vevenue budget and Rs. 24-97 crores in the capital budger.
Details of the provision are given in the Explanatory Memo-
randam and among the important schemes T would nmention the
expansion of the Forest Research Institute, Dehra Dun, the
development of the forest estate in the Andamans, the prelimi-
nary work on 'a number of river projects like the Kosi, the
Assam Valley, the Narbada, Tapti, and Sabarmati schemes,
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investigations in -Coorg!! Cenitral Pbvinces and Bastar, the re-
organisation! of -the! Central ‘Watertays Navigation and , Trri-
Bation Reseaich Station; the “expansiof 'of the Indian Agri-
ciltunal. Resgarch: Tnstitute and 'the' &eﬁélopﬁieﬁl:'l of basic
“education... The budget also provides Rs. 219 crores for the
Centrall Government’s share of the expenditure on the
Damodar :Vialley Scheme, Rs. 90 lakhs for buildings for
development schemes, Rs. 4'93 crores for the Fertiliser Factory
under construction at Sindri, Rs. 299 crores for the expansion
of civil aviation and Rs. 96 lakhs for the expansion of Broad-
casting, | g

vy aant’l o

., An the sphere of industrial development a beginning is also
being made in the starting of basic industries essential for
national development, Among these T would mention the Gov.
ernment. Telephone Factory for the manufacture of telephone
equipment, the setting up of a Shipping Corporation in which
a total sum of Rs. 698 crores is expected to be invested this
vear and next year, the setting up of new steel works and
factories for, the manufacture of wireless equipment, synthetic
oil, machine tools, cables, Diesel engines and heavy electrical
equipment. A beginning will be made in the establishment of
these industries which will be developed in subsequent years.

Capital Expenditure

31. With regard to capital expenditure I have just men-
tioned the provision included in the budget for development
schemes. The House will doubtless be interested in the Provi-
sion made in the budget for normal capital expenditure. But
before I describe this, I must mention certain special trans-
actions which have been entered in the capital budget this
year. The first is the payment to the U. K. Government for
the purchase of anmuities for meeting the sterling pensions
which accounts for a net debit of Rs. 215-68 crores this year
and a recovery of Rs. 7-42 crores next year for which credit
hasbeen taken. The second is the payment, again to the U. K.
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Government, as part of the Sterling Balances  Agrebinetit' if
Rs. 133:38 crores for,the Defence stores and-installations! talten
over from them against which Rs. 51-57 drores willibe técovered
this year and 'H.sl.':'l_ll-tﬁlcrures next year from Pakistain' and
from the sale of surpluses. The third is the outldy of Rd/'5'03
crores on the acquisition of the shares of the Reserve Bank of
India this year. Lastly, there is a provision of Rs/ 508 crovss
this year and Rs. 92 lakhs next year for payment to' Pakistan
for setting up Ordnance factories and other unique insti-
tutions. As part of the partition arrangements it was agreed
that as most Ordnance factories and institutions like the
Security Printing Press and the Currency Note Press were
located in India and it was not desirable to brédk up these
institutions, a sum of Rs. 6 crores should be 'madé avail-
able to Pakistan for setting up similar ifistitutions in
Pakistan. This payment will be added to Pakistan’s parti--
tion debt to India. Excluding these special items and the
provision for development schemes and grants to Provinces
the provision for normal capital expenditure ‘amounts to.
Rs. 44:09 crores this year and Rs. 62-42 crores neéxt year. Of
the provision this year, Railways aceount for Rs. 27-15 crores.
and the Posts and Telegraphs Department for Rs. 2:91 crores.
Next year’s budget provides Rs. 28-49 crores for the Railways,
Rs. 3-82 crores for Posts and Telegraphs and Rs. 7-9 croves
for schemes of State Trading, mainly for the purchase of

foodgrains the cost of which will be recoverad in the following -
year,

The House will remember that a provision of Rs. 14-99
crores was made in the budget for the current year for capital
outlay on Defence. The actual expenditure is now estimated
at Rs. 9-91 crores, the decrease being mainly due to the delay
iri“the completion’ of certain plans for major works and she
ptocurement of aircraft. For next year a provision of Rs. 15
ctores has been included of which Rs. 7-24 crores;will be spent
fiﬁ"iihé'ﬁi'lrﬁj;r; Rs. 2-79 crores on, the Navy and Rs. 4:97 crores

onl:fiﬁ' Air Force.
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priiieg Al "fTi ' Ways and Means
82 1'now turn to & brief consideration of the ways and
means position. The current year's budget provided for a
total borrowing of Rs. 150 crores from the market and to a net
receipt of Rs, 31-25 crores from small savings. For a variety
of reasons to which I have referred in another part of my
speech the gilt edged market remained inactive throughout
the year with very little investment demand. It was mot!
therefore possible to borrow on the scale originally contem-
plated. For next year I have made a modest provision of
Rs. 85 crores for market loans. But if, as I hnpe_. conditions
improve the scale of borrowing will be raised. Next year
Government have the option of repaying the 3 per cent. loan
1949-52 with an outstanding balance of Rs. 67 crores. I have
assumed that this amount will be repaid and in my estimate
of borrowing mnext year I have taken this return of money
to the market also inte account. In the present inflationary
conditions, it is of the utmost importance for the economy of
the country that the community should save as much as possi-
ble and lend its savings to the State. I trust that the recent
measures taken by Government to meet the inflationary situa-
tion would restore public confidence and that this time next
year 1 shall be in a position to give a more heartening picture
of public co-operation in the Government’s borrowing opera-
tions. As regards small savings, there has been in recent
months some improvement in the net receipts from Savings
Banks and in the sale of National Savings Certificates. The
House will remember that last April Government issued two
new series of certificates with a currency of five and seven
years to cater to the smaller imvestor and also raised the maxi-
mum limit of investment in both Pestal Savings Bank and
National Savings Certificates in order to stimulate further
investment. It is too early to assess the results of these
measurves but Government ave doing all in their power, in
_vo-operation with the Provincial {zovernments, to stimulate
and sustain the small savings movement:: It is‘hoped that the



43
budget anticipations in regard to receipts from this source
will be exceeded this year by Rs. 1:6 crores. For next year

I have allowed for some further improvement and taken

credit for a net receipt of Rs. 37-56 crbrga. R

33. I now pass on to my proposals for dealing with ‘the
deficit of Rs. 14-79 crores anticipated in the coming year.'

Note.—Part B of the speech, containing the Budget Proposals, will be
released after 6 P.M. on Monday, February 28, 1949,

| . 4 . { .
| N o & LR el .t }

GIPD 82 SEMarPih—20:8.48-1:800; ¢ -0t e s o e






Budget, 1949-50

Finance Minister’s Speech
28th February, 1949

Bir,

I rise to present the Budget for 1949-50.

Review of Economic Conditions

2. Although this is the fourth year since the cessation of
hostilities, the return of normal conditions, without which it
is impossible to expand production and develop trade, seems
still as far off as ever. Over large parts of the world, con-
ditions remain disturbed and the progress of recovery from
the ravages of the war is painfully slow. In Europe the
impasse in Berlin, the eivil war in Greece and the emergence
of two rival camps among the countries that fought the war
as allies are symptomatic of the abnormal conditions which
still prevail. The Palestine question, which is a serious
threat to peace and stability in the Middle East, is still un-
solved. Nearer home, the continuance of civil strife in
China, the disturbances in Burma, which concern us deeply
in view of our close economic ties with that country and the
large interests our nationals have in it, and the unprovoked
assault of the Dutch on the Indonesian Republic, all these
retard the economic recovery not merely of this largely under-
developed area of the globe but of the whole world, Pros-
perity, like peace, is indivisible and while these conflicts are
going on in various parts of the world involving a tragic
waste of men and material, the common man in all countries,
particularly the less developed countries, continues to pay a
heavy price in want and suffering,
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3. In our own country, as in most other countries in the
post-war period, the major problem has been that of keeping
the inflationary trends under control. It is not necessary for
me to dilate on the causes of the emergence of these
trends since fhe end of the war. While as a result of the
war the purchasing power in the hands of the community
increased considerably, the available supply of commodities
in the post-war period was not sufficient to meet the increas-
ing demand for them. The shortage of essential commodities,
particularly food and clothing. aggravated the situation
owing to the rise in the money income of some sections of
the community who in the past never competed for food and
consumer goods on the same scale. Difficulties in transport
and distribution accentuated the shortages while the parti-
tion last year and the economic dislocation caused over
considerable parts of the country by the movement of popu-
lation between the two Dominions made the position worse.
A steady rise in prices occurred thronghout 1947 the general
index number of whole sale prices rising from 290-5 at the
beginning of the year to 314-2 at the end of December. In
the first seven months of 1948 there was a further steep rise
in prices, the index number of wholesale prices rising by as
much as 76 points to 390-1. Since then the prices have
slightly dropped and as a result of the various measures
takken by Government prices have remained more or less
steady.

4. The answer to the problem of inflation and high prices
is to increase the supply of commodities to meet the existing
demand and until this position is reached to control the
distribution of the available supply of the essential commo-
dities. In the matter of food the supply position still con-
tinues to be difficult and last year owing to the poor crops in
certain parts of the country we have had to import 2-8 million
tons from overseas at a cost of Rs. 130 crores against an
estimated import of 2 million tons at a cost of Rs. 110 crores.
The position is expected to be still more difficult this year
owing to the floods in Bihar and the United Provinces, the
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damage caused by the recent cyclone in Bombay and the out-
break of famine in parts of Gujerat, Saurashtra, Rajasthan
and Cutch and imports may amount to 4 million tons., As
the House is aware, it has already heen decided to re-intro-
duce food control and it is hoped that this will secure an
equitable supply of food grains throughout the country at
fair prices. In respect of other commodities the position in
regard to internal production has, T am glad to say, been
encouraging in recent months although it has not heen pos-
gible in many cases to reach the peak production of the war
years or the target that has been set. Last year the produc-
tion of coal at 29-73 million tons and of steel at 854,000 tons
Just fell short of the production in the previous year while
the production of salt rose from 49'6 million maunds to 59-3
million maunds, of cotton yarn from 1,315 million Ibs. to
1,442 million Ibs., of cloth from 3,816 million yards to 4,338
million yards, of art silk fabrics from 85 million yards to
114 million yards, of plywood from 28-6 million sq. feet
to 38:63 million sq. feet and of soap from 80,000 tons
to 190,000 tons. The flow of raw materials to industry
has also improved with the improvement in the trans-
port position while with the relaxation of import controls
there has been a larger flow of imported goods.
Production has been greatly assisted by the occurrence
of fewer strikes and labour disputes. If the present favour-
able trends in production continue, I have no doubt that it
will be possible not merely to arrest the rise of prices but to
ring them down gradually.

5. The state of the capital market in the year under
review has been a matter of concern to Government.
While there is obviously a large amount of money in the
country competing for the limited supply of goods, the invest-
ment market has been stagnant and there has been little flow
of money into Government loans or into industrial concerns.
This stagnation is due in large measure to the prevailing
uncertainty in regard to matters affecting industrial deve-
lopment and prospects. My own view is that with the huge
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potential demand in this country for both consumer and’
capital goods, there is bound to be for many years a wide field’
for private enterprise and that in this matter no one who

invests money is taking a greater risk than in any other
country in the world.

6. As I mentioned a while ago, the fight against inflation
has been one of Government’s main pre-occupations this year.
As Honourable Members are aware, Government consilted
various interests and sections of public opinion regarding the
measures necessary to deal with this situation. In a matter
of this kind, it is cbviously not possible to expect complete
unanimity of opinion as to either the causes of inflation or the
remedies to be adopted. But it was clear that immediate action
should be taken to prevent, as far as possible, the further crea-
tion of purchasing power in the hands of the community and
to take all steps possible to stimulate production and instil
a spirit of confidence in industry. With this end in view, in
the field of taxation additional duties on certain articles of
luxury such as liquor, tobacco, motor cars, silk and art silk
frabrics were imposed and an excise duty on super fine cloth
was levied. Power was taken to make provisional assessments
of income-tax on the basis of returns submitted by the assessees.
A system of interest bearing deposits for income-tax introduced
in 1943 was also revived and it was decided to postpone for a
further period of three years the refund of deposits of Excess
Profits Tax except for approved purpeses. A temporary limit
was also placed on the amount that may be distributed as
dividend by public companies, by an Ordinance, the enact-
ment of which into law is now under consideration by
the House. Among measures taken to stimulate indns-
trial production, I would mention the reduction in the-
import duty on machinery and certain industrial raw materials.
and the abolition of the import duty on cotton yarn. New
industrial undertakings commencing production in the next
three years have been given exemption from income-tax for
the first five years up to a limit of six per cent. per annum
on their capital. The rules regulating depreciation allow-
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-ances have also been liberalised. In the field of Governmental
expenditure a rapid review was conducted of all capital and
development. schemes including the Provincial schemes. As a
result the total provision for capital and development schemes
and loans has been substantially reduced. Tt was also made
clear to the Provinces that in the present financial situation
they should not count on Central assistance for implementing
their schemes of social or agrarian reform. The House will
realise that it was not without regret that we decided to hold
up even temporarily the various schemes of development the
execution of which is necessary for the well being of the
country. But the need for economy was imperative and we
had to postpone all avoidable expenditure. But this has not
led to the slowing down of any productive scheme or any scheme
essential for the national interest. I would like to take this
opportunity to express my sense of gratitude to the Provincial
GGovernments for their ready co-operation in this matter.

Balanee of Paymenis

7. The main features in the external financial position of
the conntry in the year under review have been the sharp
decline in the sterling balances held by the Reserve Bank of
India, the growing difficulty in the financing of imports from
the hard currency areas and the emergence of Pakistan as a
foreign country for currency purposes with the separation of
its currency from that of India. The sterling halances which
reached the peak figure of Rs. 1,733 crores at the end of 1945-46
declined by Rs. 121 crores to Rs. 1,612 crores during 1946-47.
This reduction was due mainly to the large imports of food
hut there were also substantial imports of other goods in satis-
taction of the pent up demand of the war years and a certain
amount of repatriation of British capital. During 1947-48
the reduction was somewhat smaller due to the restrictive
import policy which was introduced towards the close of 1947
-and the balances fell by only Rs. 67 crores to Rs. 1,545 crores,
In the first ten months of the current year there has been a
further drop of Rs. 556 crores in these halances. This heavy
outgo is due to several causes. The first is the payment to



the United Kingdom Government in accordance with the
agreement reached with them last July, of Rs. 284 crores for
the purchase of annuities for financing the payment of sterling
pensions and the acquisition of the Defence installations and
stores left behind in India by the United Kingdom at the end
of the war. The second is the payment to the State Bank of
Pakistan of Pakistan's share of these balances following the
separation of its currency from that of India. This payment
is still continuing as the sterling and other assets of the Issue
Department are handed over in instalments as Indian mnotes
are withdrawn from circulation in Pakistan and handed over
to the Reserve Bank. Sterling to the extent of Rs. 1,77 crores
has so far been transferred to the Pakistan State Bank. The
third factor responsible for the decline is India's adverse
balance of payments on current and capital account.

8. Government’s import policy is largely determined by the
trend of the balance of payments. The aim of this policy is
so to regulate trade that while it is kept at the highest possible
level consistent with the needs and requirements of the country,
India should not have an overall deficit in her balance of pay-
ments on current account during any particular period of time
of more than the amount by which it has been agreed with the
United Kingdom Government India’s sterling balances shounld
be drawn upon. Under the present agreement signed last
July it has been agreed that India’s free sterling account
which had a balance at the end of June, 1948 of £ 80 million
will be credited with an equivalent sum during the period
July, 1949 to June, 1951, In pursuance of this policy and
also with the immediate object of reducing the inflationary
pressure in the country, import controls were relaxed during
the course of the year, and I am glad to say that they have
resulted in substantially increasing the available supply of
goods in the country.

9. While our overall balance of payment position iz on
the whole satisfactory, our balance of payments with the dollar
and hard currency countries is causing us great concern.
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In the pre-war years India had usually a surplus with the
United States of America and during the war years owing to
the drastic curtailment of imports to conserve dollars for the
war effort, India continued to have increasing surpluses.
After the war, the trend of trade rapidly reversed itself and,
in common with the rest of the world, this country started
having substantial deficits on hard currency account. The
reason for this was that we had increasingly to turn to the
hard currency countries for our requirements as the countries
whose economies had been disrupted by the war could not meot
them. This was particularly true of food which is today the
largest single consumer of foreign exchange. Burma conld
not supply all the rice we needed because of the ravages of
the war and its aftermath; Australia could not give us all
the wheat we wanted because the United Kingdom had prio-
rity in supply.

10. India’s dollar deficit in the past used to be financed
by the central reserves of the sterling area. But beginning
from January, 1948 the United Kingdom refused to earry thie
responsibility any further and insisted on limiting the con-
vertibility of our sterling very rigidly. The limits imposed—
£ 10 million (§ 40 million) for the half year January—June,
1948 and £ 15 million (§ 60 million) for the year July, 1948—
June, 1949—bear no relation whatever to our needs. Con-
currently with the imposition of these limits on convertibility,
there came the separation of the exchange resources of Pakistan
from India which also took place in January, 1948. This
has also handicapped us severely as many commodities which
before partition earned hard currency, such as raw jute, raw
cotton and hides and skins, were largely exported from terri-
tories now in Pakistan. In spite of the maximum possible
limitation of imports from the hard currency areas and the
maximum possible encouragement of exports thereto, India
had a deficit in her balance of payments with the hard currency
countries in the six months April to September, 1948 of § 45
million. The deficit for the next three months, for which
preliminary figures are available, is expected to be $ 48 million.
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Of these deficits, the purchase of food grains was responsible
for § 35 million and § 40 million respectively. These deficits
which exceed by far the convertibility allowed to us by the
United Kingdom have been met by loans from the International
Monetary Fund from which since March, 1948 we have
borrowed no less than § 92 million.

11. T confess that this chronic dollar deficit is causing
Government no little anxiety. Honourable Members are aware
that we intend to negotiate dollar loans from the International
Bank for Reconstruction and Development. But these loans
will be available only for financing the purchase of equipment
for our developmental projects and not for eurrent expendi-
ture. We do not favour the idea of borrowing on the present
scale from the International Monetary Fund but if the central
reserves of the sterling area, to which we were at one time
A source of strength. insist on continuing to limit our claims
on them in the same way as at present. we shall have no alter-
native to continuing to borrow. One ray of hope in the situa-
tion lies, of course, in the fact that we hope, in future years,
to 1mport less food and to divert our food purchases to the soft
currency areas. It is also possible that the international prices
of food grains will not remain at the present high levels.

12. While we have exchange control with all countries
in the world, we have none with Pakistan. This has been
rendered possible by the fact that simultaneously with the
separation of their currencies on the Ist July, 1948 India and
Pakistan came fo a monetary and payments agreement. The
main terms of this agreement, which is in the first instance
valid for a period of one year, are that each party will hold
the currency of the other up to a limit of Rs. 15 crores, that
thereafter up to a further limit of Rs. 10 crores accounts will
be settled in free sterling and the balance in sterling in Account
No. II. The reason for entering into an agreement of this
kind was that the Governments of both Dominions were anxious
to ensure that the obstacle to inter-dominion trade, which the
imposition of exchange control would necessarily entail should,



9

if possible, be avoided. I am glad to say that this agreement
has worked satisfactorily and that currency considerations
have not stood in the way of inter-dominion commerce.

Frvanciarn YEAR, 1948-49

13. I shall now proceed to give a brief review of the finan-
cial position in the current and the ensuing years.

For the current year the deficit is now estimated at
Rs. 155 crores against Rs. 2:14 crores provided in the budget.

Revenue

14, The revenue receipts are now estimated at Rs. 338-32
crores against the budget estimate of Rs. 255-24 crores,
an increase of Rs. 83-08 crores. With the relaxation
in the import controls during the course of the year
there has been a considerable expansion of imports and the
revenue from Customs is expected to be Rs. 3649 crores more
than the budget estimate. The yield from the excise duties
on sugar, matches, tyres and tubes and vegetable products has
also shown a substantial improvement and with the excise duty
on cotton cloth imposed last December and estimated to yield
Rs, 7 crores in a full year the revenue from Central excise
duties is likely to be Rs. 4-28 crores more. Income-tax
receipts are now placed at Rs. 2062 crores more than the
budget largely as a result of the intensive drive for the clear-
ance of arrears and the recent ordinance anthorising the provi-
sional collection of tax on the basis of the statements of income
of the assessees, but of this increase Rs. 5:38 crores will accrue
to the Provinces as their share of revenue. The revenue from
the two Government commercial departments also shows
increases. The contribution from Posts and Telegraphs is
likely to be Rs. 295 crores more while from the Railways, as
the House is already aware. the contribution will amount to
Rs. 734 crores against Rs. 4'5 crores taken in the budget.
The profits from currency also show an increase of Rs. 3-63
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crores. There is also a carryover of Rs. 1-33 crores on account
of Government’s share of the profit on stocks of sugar frozen
in December 1947 which was not realised during that year and
certain pre-partition receipts amounting to Rs. 13'4 crores.

Expenditure

15. The total expenditure this year is now estimated at
Rs. 33987 crores, an increase of Rs. 8249 crores over the
hbudget estimate which nearly wipes out the increase in
revenue. Of this increase, Defence Services account for
Rs. 34:35 crores and Civil estimates for the balance of
Rs. 48-14 crores.

16. Defence Services—The expenditure on Defence Servi-
ces during the year has been affected by the contiruance
of the operations in Kashmir, the extent and duration of which
could not be foreseen at the time the budget was prepared and
for which, in consequence, no provision was included and also
by the unforeseen deterioration in the situation in Hyderabad
which led to the police action last September. In view of
these developments the armed forces had to be maintained at
a higher strength than was contemplated in the budget. New
units had to be raised and scme of the operational demands for
stores, equipment and munitions had to be met by fresh pro-
curement, In addition to our own forces we had to take in
service larger forces from the Indian States and the Govern-
ment of Nepal also loaned us some of their troops for purposes
of internal defence. All these measures entailed additional
expenditure for which there was no provision in the budget.

17. The increase of Rs. 4814 crores in civil expenditure is
mainly due to three causes. Firstly, the revised esti-
mates include a new provision of Rs. 20-75 crores for meeting
pre-partition liabilities for which no provision was made in the
hudget. At the time the budget was framed, sufficient
data regarding the outstanding liabilities were not available
and the arrangements with Pakistan for meeting and adjust-
ing these had not alse been settled. It was hoped that these
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liabilities would be met and shared currently by the two
Dominions but the Pakistan Government declined to meet these
liabilities on the ground that they were initially those of India
and that Pakistan would take its share enly through the debt
settlement. The Government of India do not accept this
view as, in their opinion, after the division of the available
cash balances of the undivided Government between the two
Governments, the outstanding liabilities should be paid and
carrently shared by the two Governments. But in order to
avoid hardship to those who had made supplies or rendered
services to the undivided Government, the Government of
India have agreed to meet the liabilities in the first instance.
Certain outstanding payments relating to the pre-partition
period, such as the Provincial share of income-tax, are also cue
to the Provincial Governments now located in India which the
Government of India propose to meet. Secondly, the expendi-
ture on the relief and rehabilitation of refugees which has
always been difficult to estimate and for which a provision of
Rs. 1004 crores was made in the budget is now expected to
amount to Rs. 19°45 crores. This increase is partly due to the
carryover of certain liabilities from the previous year, mainly
payments to Provincial Governments, which could not be
made before the close of last year and partly to increased ex-
penditure on relief which has to be regulated with reference to
the constantly changing requirements of the situation. Third-
ly. the expenditure on the subsidising of imported food grains
and the payment of bonuses to Provincial Governments on
internal procurement is now expected to exceed the original
budget by Rs. 12'05 crores. The House will remember that
after a review of the food position last October it was decided
that with effect from the 1st October 1948 the Central share of
the loss on the supply of imported food grains to deficit areas
should be raised from two thirds to three quarters and that
a similar concession, limited to the Centre meeting half the loss,
should be extended to the Indian States. Part of the increase
is also due to the fact that while the budget provided for
subsidies up to the end of the calendar year, provision has now
been made for the full financial year.
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1 should also mention a further reason for the increase in
civil expenditure. The House will remember that in the
budget for the current year my predecessor made a lump cut of
Rs. 25 crores for economies likely to result from the imple-
mentation of the recornmendations of the Economy Committee.
The work of this Committee has taken somewhat longer than
was originally expected and its report on a number of Minis-
tries are still under examination. No savings are therefore
likely to be realised this year., For next year I am not making
any provision at this stage as it is not possible, until firm
decisions have been taken on their recommendations, to
estimate the savings likely to be realised. But I may assure
the House that this does not mean that I do not expect any
economies to result from the Committee’s recommendations.
On the contrary it is my intention to secure the utmost economy
possible in public expenditure and the House may rest assured
that the recommendations of the Committee will be most care-
fully and earnestly considered by Government and the result-
ing economies enforced during the course of the year.

Income-tax Investigation Commission

18. Before I pass on to deal with the estimates for the
coming year I should like to mention the progress made 1n
the work of the Income-tax Investigation Commission.
Honourable Members will remember that the Act constitut-
ing the Commission assigned two duties to it, namely, to in-
vestigate and report on all matters relating to taxation on
income, with particular reference to the extent to which the
existing law relating to and procedure for the assessment and
collection of such taxation is adequate to prevent evasion and
to investigate specific cases referred to the Commission by
the Central Government. On a study of the working of the
Income-tax law and its administration during recent years,
the Commission came to the conclusion that on a long-term
view the first task was no less important than the second, and
as work on the second had for various reasons necessarily to
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be slow, the Commission devoted a great part of its time
till recently to the first task. This involved the examination
of voluminous evidence tendered in reply to a comprehen-
sive questionnaire which was issued, and the Commission
has recently submitted a long report in which it has made
recommendations on many points of law and of administra-
tion. These recommendations are now being examined with
a view to the necessary legislation being introduced, and it
is hoped that it will be possible to place a bill before the
House at its next session.

19. As regards the investigation of specific cases referred
to it by Government, the Commission has completed a few
cases. Greater progress was not possible for a variety of
reasons. Firstly, it was only in April 1948 that the neces-
cary staff for investigation work could be placed at the
disposal of the Commission. This was because it was not
possible for the Income-tax Department to spare their more
experienced officers for this work before April, 1948, in
view of the shortage of officers in the Department and the
large amount of arrears that had to be cleared. However,
this difficulty has now been overcome to some extent, and the
officers authorised by the Commission are working in different
cities carrying on investigation under instructions and direc-
tions given by the Commission. It is the material gathered
by them that will form the basis of the Commission’s further
work.

Another factor which has delayed the disposal of specific
cases taken up for enquiry is that it has been found that a
good deal of general enquiry and collection of facts and
figures is a necessary preliminary to the investigation of the
specific cases. These general enquiries and the collation uf
the materials collected have taken a considerable time, and
the work is proceeding apace. Once this is completed, it
may be hoped that the. disposal of specific cases will be
expedited.
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In this connection I may add that the possibility of dis-
posing of the referred cases by agreed settlement is being
explored, and a bill will shortly be placed before the House
for vesting the necessary powers for making such settlements
in the hands of the Commission.

Finawcial YEar, 1949-50

20. I now turn to the estimates for the next financial year.
At the existing level of taxation, 1 place the total revenue
at Rs. 307-74 crores and the expenditure charged to revenue
at Rs. 322-53 crores leaving a deficit of Re. 14-79 crores.

Revenue

21. The total receipts from customs is estimated at
Rs. 107-25 crores. This provides for a full year’s effect of
the changes 1n the tariff in the course of this year as part of
the campaign against inflation. Central excises are expect-
ed to bring in Rs. 57-75 crores, including Rs. 7 crores from
the recently imposed excise duty on cotton cloth. Receipts
from income-tax, which include Rs. 1122 crores on account
of Excess Profits Tax and Rs. 12:01 crores on account of
Business Profits Tax have been placed at Rs. 155 crores.
Honourable members will remember that it was decided last
year that advance payments of tax should be taken direct to
revenue instead of being treated initially as a deposit and,
as a first step in the process of changing the accounting
procedure, advance payments of Corporation Tax were taken
direct to revenue in the budget for the current year., Next
year, as a further step in the process, T have taken credit in
the revenue estimates for Rs. 12-5 crores for a part of these
advance payments that will be received during the vyear.
T hope that the change will be completed over the next three
years. The divisible pool of income-tax is estimated at
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Rs. 90-7 crores of which the Centre will retain Rs. 46-85
crores leaving Rs. 43:85 crores as the Provincial share. The
profits from Currency and Mint, after allowing for the share
of Pakistan are estimated at Rs. 9-7 crores.

The revenue from the Posts and Telegraphs Departient
is expected to amount to Rs. 3026 crores and working
expenses and interest to Rs. 28-63 crores, leaving a surplus
of Rs. 163 crores. As in the current year this
surplus  will be shared equally by general revenues
and the department which will get a rebate of interest on its
share of the accumulated profits, expected to amount to about
Rs. 10 crores at the end of the budget year.

The contribution from the Railwavs for next yvear has
been taken at Rs. 4-72 crores. the amount nrovided in the
Railway Budget.

Expenditure

22. The total expenditure in the coming year is estimated
at Rs. 32253 croves of which Defence Services will account
for Rs. 157-37 crores and civil expenditure for Rs. 165-16
crores.

23. Defence Services.—Following the customary proce-
dure I shall first deal with the Defence estimates. The
Defence Budget for the coming year shows ar. increase of
Rs. 1:94 crores over the revised estimate for the current year,
the excess in which I largely ascribed to the operations in
Kashmir. The House mav well ask why with the cease fire
in Kashmir there is no decrease in the Defence Budget. The
main reason for this is that the reduction in the strength of
the armed forces cannot be made over-night and the process
of demobilisation has necessarily to be spread over a period
similar to the recruitment and training of the forces. The
current year’s revised estimates reflect the expenditure on



14

the gradual building up of our strength while the budget for
next year would reflect the gradual reduction in that
strength. Since both the processes take time the average
strength of the troops during the budget year is
unlikely to differ materially from that in the current year.
In framing the budget for next year we have taken into
account the improvement in the Kashmir situation follow-
ing the cease fire and our hope that this cease fire will
eventually lead to a peaceful solution of the problem.
The House will naturally not expect me to go into greater
detail in this matter but I must utter a warning that
if for any unforeseen reason these hopes on which we have
based our estimates are not realised, it may be necessary to
exceed the provision now proposed. It has alsc to be remem-
hered that the recent grant of an ad hoc dearness allowance
to employees of the Central Government has added Rs. 4
erores to the Defence Budget next year. The budget for next
year also includes additional provision for the expansion of
the Navy and the Air Force. As the House is aware, ovr
Navy till recently consisted of only a few slocps and frigates
designed primarily for port defence but with the achieve-
ment of independence the Navy has been called upon to
shoulder greater responsibilities than before, for which it is
necessary to have a balanced force, complete with aircraft
carriers, cruisers, destroyers and submarines. With this end
in view, Government have recently approved the first phase
of a 10-year plan for the Navy, confined mainly to
the recruitment and training of the personnel in the various
branches of the Navy. The last war proved conclu-
sively the overwhelming importance of the fleet air arm
and the House will be glad to know that a beginning has
already been made in this respect and that the budget in-
cludes provision for the establishment of a fleet air arm.
With regard to the Air Forces also, plans for their expansion
and development are going forward. It is hoped to train
sufficient technical man-power to make it a more balanced and
effective force.
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24. Before I pass on to civil estimates I would like to refer
to a change in the preparation of the Defence Demands for
next year. The provision for supplies and stores which was
previously pooled together and included under one Demand for
all the three Services, except for certain Naval and Air Force
stores, has now been split among the three Services—Army,
Navy and Air Force. This change will make the estimates for
each Service self-contained to a greater extent than before and
enable the Defence authorities to exercise a closer and more
efficient control over the expenditure in their respective

Services.

25. Civil Estimates—T1 now come to the Civil Estimates.
Details of the estimates under individual heads are, as usnal.
given in the Explanatory Memorandum circulated with the
budget papers and it is unnecessarv for me to deal with them
at any considerable length here. I should like, hawever, to
vefer briefly to certain special items for which provision is
included in these estimates. The hudget next year includes
Rs. 9-85 crores for the relief and rehabilitation of refngees. In
addition, a provision of Rs. 23-27 crores has been made in the
capital budget, Rs. 21:34 crores for loans for rehabilitation -
including loans to Provincial Governments and the Rehabili-
tation Finance Administration and Rs, 1'03 crores for build-
ings. The expenditure on food subsidies and the payment of
bonus on procurement under the revised policy is estimated
at Rs. 3207 crores mext year. The estimates also include
Rs. 10 crores for the meeting of pre-partition claims and
Rs. 12-83 crores under the various heads of expenditure for
development schemes.

26. Of the total expenditure of Rs. 165°16 crores provided
in the budget for next year, Rs, 52-82 crores are accounted for
by the expenditure on refugees, the payment for food subsidies
and pre-partition payments, leaving Rs. 112-34 crores for
normal expenditure. This includes Rs, 10'06 crores for tax
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collection, Rs. 41-97 crores for obligatory expenditure on pay-
ment of interest and pensions and provision for debt redemp-
tion, Rs. 2'04 crores for planning and resettlement, Rs. 2-23
crores for expenditure on Currency and Mint, Rs. 295
crores for grants-in-aid to Provincial Governments and
Rs. 2420 crores for expenditure in the mnation building
spheres such as Education, Medical and Public Health, Broad-
casting, Aviation and on Scientific Surveys and institutions
in which the Central Government largely supplement the work
of Provincial Governments. The balance of Rs. 28'89 crores
1epresents the provision for administration, Civil Works, cte.
and represents only 17-5 per cent. of the total civil expendi-
ture. In addition to Rs. 24:20 crores in the nation building
spheres mentioned above, provision has also been made for the
grant of Rs. 26'B1 crores to Provincial Governments for
development and Rs. 4925 crores for loans.

97. Honourable Members are aware that in recent months
a large number of Indian States have been merged in the
neighhouring Indian Provinces or taken over for administra-
tion divect by the Centre as part of the policy of unifying the
_country under the guidance of my distinguished colleague the
Deputy Prime Minister. Ultimately the revenue and expendi-
ture of these States have to merge in those of the Provinces or
the Centre depending on the subject to which they pertain
But the process of integration is still incomplete and for the
present the transactions of these States have been kept separate
in a deposit account and mot included in the revenue and
expenditure of India. If, as may be hoped, the integration is
completed in the course of the coming year, these transactions
will be included in the revised estimates for the year.

98 On the basis of the estimates of revenue and expendi-
ture that I have explained so far, the anticipated deficit for
next year is Rs. 1479 crores. I shall return to the question of
how I propose to deal with this deficit in a later part of my
speech.
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Post-War Planning and Development

29. I mentioned earlier that as part of the campaign
against inflation, Government had to review their whole pro-
gramme of expenditure aud reduce the outlay both in the
capital and in the revenue budgets. Even so, substantial
amounts have been included in the budget for grants to Provin-
cial Governments and for Central schemes of development.
So far as the Provinces are concerned it is not the intention
that the scale of assistance promised to them by the Centre for
their development schemes and on which thev have formulated
their plans should in any way be reduced. All that is
happening is that the pace of this assistance is being tempo-
rarily slowed down in view of the urgent need for economy and
in so doing special care has been taken to see that the progress
of productive schemes and schemes of long range importance
essential for national development is not held up. The House
will remember that last year we laid down the policy that the
grant each year from the Centre should be limited to half the
amount spent on the approved schemes. Some of the smaller
Provinces whose resources are limited asked for the waiver of
this condition and in spite of our own difficulties we have
agreed for this year and next year to allow them grants up to
the total amount they may spend on approved schemes. The
budget for next year includes a provision of Rs. 26'81 crores
for grants and Rs. 4925 crores for loans to Provinces for
development.

30. For Central schemes of development including re-
settlement a provision of Rs. 12-83 crores has been made in the
revenue budget and Rs. 24-97 crores in the capital budget.
Details of the provision are given in the Explanatory Memo-
randum and among the important schemes I would mention the
expansion of the Forest Research Institute, Dehra Dun, the
development of the forest estate in the Andamans, the prelimi-
nary work on a number of river projects like the Kosi, the
Assam Valley, the Narbada, Tapti, and Sabarmatj schemes,
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investigations in Coorg, Central Provinces and Bastar, the re-
organisation of the Central Waterways Navigation and Irri-
wation Research Station, the expansion of the Indian Agri-
cultural Research Institute and the development of basic
‘education. The budget also provides Rs. 219 crores for the
Central Government’s share of the expenditure on the
Damodar Valley Scheme, Rs. 90 lakhs for buildings ior
development schemes, Rs. 4'93 crores for the Fertiliser Factory
under construction at Sindri, Rs. 2'92 crores for the expansion
-of civil aviation and Rs, 96 lakhs for the expansion of Broad-
casting.

In the sphere of industrial development a beginning is also
being made in the starting of basic industries essential for
national development. Among these T would mention the Gov-
ernment. Telephone Factory for the manufacture of telephone
equipment, the setting up of a Shipping Corporation in which
a total sum of Rs. 6:08 crores is expected to be invested this
year and next year, the setting up of new steel works and
factories for the manufacture of wireless equipment, synthetic
oil, machine tools, cables, Diesel engines and heavy electrical
equipment. A beginning will he made in the establishment of
these industries which will be developed in subsequent years.

Capital Exzpenditure

31. With regard to capital expenditure I have just men-
tioned the provision included in the budget for development
schemes. The House will doubtless be interested in the provi-
sion made in the budget for normal capital expenditure. But
before I describe this, I must mention certain special trans-
actions which have been entered in the capital budget this
year. The first is the payment to the U. K. Government for
the purchase of annuities for meeting the sterling pensions
which accounts for a net debit of Rs. 21568 erores this year
and a recovery of Rs. 7-42 crores next year for which credit
has been taken. The second is the payment, again to the U. K.
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Government, as part of the Sterling Balances Agreement of
Rs. 133°33 crores for the Defence stores and installations taken
over from them against which Rs. 51-57 crores will be recovered
this year and Rs. 11'8 crores next year from Pakistan and
from the sale of surpluses. The third is the outlay of Rs. 593
crores on the acquisition of the shares of the Reserve Bank of
India this year. Lastly, there is a provision of Rs. 5:08 crores
this year and Rs. 92 lakhs next year for payment to Pakistan
for setting up Ordnance factories and other unique insti-
futions. As part of the partition arrangements it was agreed
that as most Ordnance factories and institutions like the
Qecurity Printing Press and the Currency Note Press were
located in India and it was not desirable to break up these
institutions, a sum of Rs. 6 crores should be made avail-
able to Pakistan for setting up similar institutions in
Pakistan. This payment will be added to Pakistan’s parti-
tion debt to India. Excluding these special items and the
provision for development schemes and grants to Provinces
the provision for normal capital expenditure amounts to
Rs. 4409 crores this year and Rs. 62-42 crores next year. Of
the provision this year, Railways account for Rs. 27-15 crores
and the Posts and Telegraphs Department for Rs. 2-91 crores.
Next vear’s budget provides Rs. 28-49 crores for the Railways,
Rs. 3-82 crores for Posts and Telegraphs and Rs. 7-9 croves
¢or schemes of State Trading, mainly for the purchase of
foodgrains the cost of which will be recoverad in the following
vear,

The House will remember that a provision of Rs, 14-99
crores was made in the budget for the current year for capital
outlay on Defence. The actual expenditure is now estimated
at Rs. 9:91 crores, the decrease being mainly due to the delay
in the completion of certain plans for major works and the
procurement, of aircraft. For next year a provision of Rs. 15
crores has been included of which Rs. 7-24 crores will be spent
on the Army, Rs. 2:79 crores on the Navy and Rs. 4-97 crores
on the Air Force. :
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Ways and Means

32. I now turn to a brief consideration of the ways and
means position. The current year's budget provided for a
total borrowing of Rs. 150 crores from the market and to a net
receipt of Rs. 31-25 crores from small savings. For a variety
of reasons to which I have referred in another part of my
speech the gilt edged market remained inactive throughout
the year with very little investment demand. It was mnot)
therefore possible to horrow on the scale originally contem-
plated. For next year I have made a modest provision of
Rs. 85 crores for market loans. But if, as T hope, conditions
improve the scale of borrowing will be raised. Next year
Government have the option of repaying the 3 per cent. loan
1949-52 with an outstanding balance of Rs. 67 croves. I have
assumed that this amount will be repaid and in my estimate
of borrowing next year 1 have taken this return of money
to the market also into account. Tn the present inflationary
conditions, it is of the utmost importance for the economy of
the country that the community should save as much as possi-
ble and lend its savings to the State. I trust that the recent
measures taken by Government to meet the inflationary situa-
tion would restore public confidence and that this time next
year I shall be in a position to give a more heartening picture
of public co-operation in the Government’s borrowing opers-
tions. As regards small savings, there has been in recent
months some improvement in the net receipts from Savings
Banks and in the sale of National Savings Certificates. The
House will remember that last April Government issued two
new series of certificates with a currency of five and seven
years to cater to the smaller investor and also raised the maxi-
mum limit of investment in both Postal Savings Bank and
National Savings Certificates in order to stimulate further
investment. It is too early to assess the results of these
measures but Government are doing all in their power, in
co-operation with the Provincial Governments, to stimulate
and sustain the small savings movement. Tt ig hoped that the
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budget anticipations in regard to receipts from this source
will be exceeded this year by Rs. 1:6 crores. For next year
[ have allowed for some further improvement and taken
credit for a net receipt of Rs. 8756 crores.

33. 1 now pass on to my proposals for dealing with the
deficit of Rs. 14-79 crores anticipated in the coming year.
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PART B OF THE BUDGET SPEECH FOR 1949-50.

34. The prospective deficit for next year is substantial and
T am sure that the House will agree with me that in the present
inflationary conditions it should not be left uncovered.

85. The problem before me is not merely that of raising
the additional revenue to cover this deficit- I have also to
consider the adjustments in taxation necessary in the light of
the experience of the working of the tax system in the period
since the House passed the budget for the current year. Fiscal
policy is not an end in itself but has to subserve the ends of
national policy and in a transitional period like this it is essen-
tial to keep the working of the taxation system under eonstant
review and readjust it in the light of changing circumstances.

Apart from inflation, to which T have referred in detail
clsewhere, the most disconcerting element in the economic life
of the country today is a deep, underlying fear of the future,
of which the stagnation in the capital market is an index. In
my view one of the most urgent tasks before a Finance Minister
today is to concert measures designed toremove this fear and
to secure a revival of confidence. Tt is clear from recent
experience that the formation of capital in this country has
been seriously affected, with the result that investments 1n .
Government loans and industry have been falling off., Unless
this stagnation is checked and conditions are created in which the
incentive to save and to invest is revived, the industrial expan-
sion of the country and the execution of the plans for raising
the living standards of the people are bound to be delayed. In
formulating the proposals which T shall place before the House,
T have kept this requirement prominently in mind.

Reriers IN TAXATION.

36. T shall now deal with the varions measures of relief
which T propose to give.

In the field of direct taxation, my first proposal is to
abolish the Capital Gains Tax. At the time this tax was
introduced it was expected to yield a large revenue, but it
avnichronised with a period of falling values and the yield from
this tax_ has, in consequence, been small. Tts psychological
offect on investment has, however, been markedly adverse and it
has had the effect of hampering the free movement of stocks and
shares. without which it is hardly possible to maintain a high
level of industrial development. In present circumstances, T
consider the retention of this tax ill-advised. The loss of

revenue is estimated at Rs. 1 crore. i
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My second proposal relates to income-tax. Here I propose
to give some relief to income-tax payers in the lowest and
medium income groups. The tax on incomes upto Rs. 10,000
will be reduced by a quarter of an anna, from one anna to nine
pies in the first slab and from two annas to one anna nine pies
in the second slab. This class has been severely hit by the rise
in prices and a certain degree of relief in their case 1s amply
justified. The loss is estimated at Rs. 3 erores.

My third proposal relates to super-tax. Here I propose
two reliefs designed to meet the criticism that the existing
level of taxation leaves little incentive for saving and invest-
ment and that it is illogical to ignore the differentiation he.
tween earned and unearned income above Rs. 1} lakhs. Tn
respect of earned income I propose a reduction of an anna
and a half in the rates charged on incomes above Rs. 11 lakhs,
leaving the maximum rate of tax for income-tax and super-
tax together at 14 annas. For unearned income. T propose a
reduction of 6 pies in the maximum rate of super-tax. The
cost of the two concessions will be Rs. 2-1 crores.

Of the total loss of Rs. 61 crores involved in these con-
cessions, Rs. 3 crores will fall on the Provinces by reducing the
divisible pool of income-tax and the balance on the Centre.

37. Before I leave the subject of direct taxation T wonld
like to mention two changes which T propose to make. The
House will remember that in the budget for the current year
my predecessor gave a concession to companies with an income
of Rs 25,000 and below by reducing their income-tax to half
the usual rates. This concession was meant to encourage the
growth of smaller companies but the reduction, which was
allowed in income-tax, has given rise to considerable adminis-
trative difficulties, wholly out of proportion to the amount in-
volved or the benefit accruing to the companies. T have care-
fully reviewed the position and come to the conclusion that
while the concession should be maintained it should take the
form of a rebate of half the Corporation Tax, and should be
limited to public-controlled small companies which are not
branches or subsidiaries of bigger companies. The result of this
change will be that the entire cost of the concession will fall
upon the Centre, and the Provinces will not have to share it,
The amount involved is likely to be small and T have therefore
made no specific provision on this account in the estimates for
next year- The second change relates to the taxation of in-
comes of privately-controlled companies which do not declare
their dividends in India. Tt may be recalled that there was a
serious anomaly in the administration of income.-tax law relat-
ing to the recovery of super-tax from shareholders, in respect
of the dividends paid out of Indian profits, by companies in-
corporated outside this conntry, Tt was difficult to obtain from

_.___________t:heaa companies information concerning the names of their
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shareholders and the amounts of dividends paid out of Indian
profits and there was consequently a considerable loss of reve-
nue. The problem of plugging this leakage was considered
last year and my predecessor introduced a scheme whereby an
extra tax of one anna was imposed on all such companies with
a view partially to recouping the loss. As part of the scheme,
an amendment was made to the Income-Tax Act so as to confer
personal immunity from further taxation upon the share-
holders of such companies. The amendment however had the
effect of conferring immunity from super-tax not/only upon
the dividends actually received, but also upon the dividends
which under the operation of section 23-A of the Income-Tax
Act could be deemed to have been received from privately-con-
trolled companies. Therefore, if the matter had = been left
there, the profits of these companies would have escaped with
an overall impost much lighter than that to which they were
subject under the previous law. This point was met by apply-
ing to this category of companies the rates of income-tax and
super-tax prescribed for individuals or associations and the
definition of ‘‘company’’ was altered to permit of this being
done by executive action. The arrangement has, however, not
been satisfactory, and after a careful review of the matter I
have decided that instead of attempting to tax each such
privately-controlled company as an individual, the principle of
applying an average rate should be adopted. I accordingly
propose that all corporations, whether Indian or non-Indian,
should continue to be treated as companies but a further super-
tax of one anna should be paid by those privately-controlled
companies that do not distribute their profits in India. I pro-
pose to apply this method commencing with the current year.
It will not involve any change in the revenue estimates.

38. There is one aspect of the complaint about the high
taxation in relation to industry to which I would like to make
a passing reference Owing to the steep rise in the level of
prices of raw materials, wages and working costs, larger
amounts of working capital are needed to maintain production.
Replacement costs are also higher, and there have been com-
plaints that the calculation of depreciation allowance for

ses of taxation on the original cost of the asset involves
great hardship. It bas been suggested that industries should
be- allowed to revalue their existing fixed assets at the present
day prices so that future depreciation allowance may be given
on the basis of the revaluation. The Government of India con-
sidered this problem in all its aspects last October and came to
the conclusion that while the difficulty complained of was real
the solution proposed was not practicable. It would give no
assistance to those who have immediately to replace their worn-
out assets and there was no point in giving a concession to
others who, at some future date, may not be required to pay the
high prices now prevailing. It was however reg.liseg that
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some relief should be given to those who were prepared to renew
and re-equip their capital assets immediately, in spite of the
prevailing high costs. It was decided that for all new plant
and machinery installed during the five years from the 1st
April 1948, depreciation allowance at double the ordinary rate
will be allowed, It has also heen decided that if by 1st April
1853 there is a drop in the general level of prices, the difference
between the written down value of the assets and the corres-
ponding value at the reduced price will be allowed as an addi-
tional depreciation allowance. For existing plant and
machinery, it has been decided to grant extra depreciation
allowance for increased wear and tear if triple shifts are
worked. T trust that these concessions will go a long waw in
meeting the complaints of industry in this matter. In addition,
the concession given last year of a reduced rate of income-tax to
companies which do not distribute a part of their profits as
dividends, and the recent limitation, for a temporary period,
of the amount that may be distributed as dividends will also
enable industrial concerns to accumulate reserves for meeting
the increased cost of replacement.

39. I now turn to the reliefs in indirect taxation.

The House will remember that in the budget for the cur-
rent year an export duty was levied on oil seedgs and vegetable
oils. This was justified at the time hy the wide disparity
between the internal prices of these commodities and their ex-
port prices and it was then felt that the levy of this duty will
not affect our export market. The effect of this duty has since
been carefully reviewed and it is now clear that its continuance
hampers the maintenance of our exports, particularly to the
dollar countries, where we have to meet. severe competition. In
the interests of the export trade I propose to withdraw this
duty. The loss in revenue is estimated at Rs: 1-5 crores,

As a measure of assistance to civil aviation and to foster
the development of flying clubs and the training of Indian
pilots, it is proposed to give a rebate of half the duty on avia-
tion spirit usedp%y air companies, flying clubs and others.
This concession is estimated to cost Rs. 40 lakhs.

Honourable Members are aware that it has been the policy
of Government to give relief in 1-35%&:!; of customs duty on raw
materials imported for industry. In pursuance of this policy
it is 11*1'{:-1::-usle§NJ to give relief next year in the case of a number
of imported articles, the total cost of such remissions being
estimated. at Rs. 85 lakhs.

40. The net effect of all the reliefs mentioned so far is a

reduction in revenue of Rs. 535 crores, raising the prospective
deficit to Rs, 20-14 crores.

NEW AND ADDITIONAL TAXES.

41. Before I deal with proposals for new taxation I would
mention certain changes proposed in the postal rates. With
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the rapid -development of a net work of air services over the
whole country, it has been decided-to utilise this far‘ﬁlity for
actlerating the delivery of mails and transmit all first class
mails, namely, letter and post cards as far as possible by air.
The existing surcharge on air mails will accordingly be
abolished and as all mails will be carried over as mueh of the
distance as possible by air, it is proposed to revise the existing
rates for letters and post cards. The rate for letters will be
raised from 1% annas to 2 annas for the first tola or fraction
thereof, the rate for each subsequent tola or fraction thereof
remaining unchanged at 1 annf. For post cards the present
charge of six pies will be raised to nine pies, the rate which
was m force prior to the 1st July 1946. The net additional
revenne from the revision of these rates and the abolition of the
- surcharge on air mails is estimated at Rs- 2:84 crores,

42, T now come to the problem of covering the remaining
deficit of Rs. 17-3 crores. It is obvious that at the present
level of taxation there is now no scope for raising additional
revenue by an increase of direct taxes. As regards customs
duties, the level of our import duties is, in my opinion, so high
that no substantial increase in revenue is likely to result from
enhancing them. The levy of export duties has to be carefully
regulated with reference, not so much to our revenue needs,
as to the need for maintaining and developing the country’s
export trade which earns the %oreign exchange necessary for
financing essential imports. While some adjustments may be
found possible in respect of import duties, and export duties
could be ntilised to some extent, we can no longer rely on
customs duties for raising substantial addjtional revenue and
we shall have to depend largely on developing excise duties.

43. 1 shall first deal with customs duties. I propose to
retain on the tariff next year the changes made by qrdinance in
November last as part of the campaign against inflation and
complete the process of raising the duties on luxury items,
which was then begun, by a number of further minor changes
in the tariff. To this effect I propose to levy a surcharge on
liquor equivalent to the basic duty, to raise the surcharge from
one-fifth to one-half on fahrics containing silk, art silk, wool-
lens and their mixtures and cotton knitted apparel, to douhle
the surcharge on artificial sillk yarn and thread, earthenware
and china, and to raise the duty on paper (other than news-
print), stationery articles, glass and glassware including sheet
and plate glass, cutlery, metal furniture, flashlights, photo-
graphic appliances and clocks and watches. The additional
revenue from all these changes is estimated at Rs. 2-4 crores.

I also propose to raise the import duty on motor spirit
from 12 annas a gallon to 15 annas a gallon. The excise duty
will also be similarly raised. This will bring the duty on motor
spirit to the level in 1945-46, when consumption of this article
was regulated by more severe austerity standards, and bring

!
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i1 an additional revenue of Rs. 2-55 crores, taking Customs and
Central Excises together.- I have carefully considered the
implications of this course on transport and am satisfied that
it will not rvetard the development of transport or add mate-
rially to the cost of road transport.

My next proposal is to raise the import duty on betelnuts
from 5 annas a lb. to 74 annas a 1b., with the present preference
of 6 pies a Ib. for imports from British colonies. This will
bring in additional revenue and will also be in the interests
of the indigenous grower. The yield is estimated at Rs. 1
crore.

In the sphere of export duties I propose a new duty of 15
per cent. ad »alorem on exports of cigarettes, cigars and
cheroots. I am satisfied that this will not affect the export
market for these goods. The estimated yield is Rs. 60 lakhs.

44. T now turn to changes in Central Excise Duties. I
have already referred to the increase in the excise duty on motor
spirit as complementary to the increase in the import duty. I
propose further changes in respect of sugar, tyres for motor
vehicles and cotton cloth. T propose to increase the duty on
sugar from Rs. 3 per cwt. to Rs. 3-12-0 per cwt., to vield
Rs- 1-5 crores. The duty on tyres used for motor vehicles will
be raised from 15 per cent. ad valorem to 30 per cent. ad
valorem, to bring an additional revenune of Rs. 70 lakhs. As
regards cotton cloth, as the House is aware, a duty of 25 per
cent. ad valorem was levied on superfine cloth with effect from
1st January 1949, as one of the measures against inflation.
This duty will be continued next year and in addition, it is
proposed to levy a duty of 64 per cent. ad valorem on fine cloth
and a quarter anna per yard on coarse and medium cloth. The
duty will be confined to mill-made cloth and will not be
applicable to cloth woven on handlooms. The revenue from
this additional duty on cotton cloth is estimated at Rs. 9 crores.

45. The excise duty on cloth has a long and bitter history
behind it and T must explain to the House my reasons for intro-
ducing it. In the first place, the circumstances in which we
are levying the duty today are different from those in which it
was levied by a foreign Government in the interests of a foreign
industry. In the second place, it is necessary to replace the
heavy loss in revenue resulting from the abolition of the salt
duty by developing some other equally stable source of revenue.
Cloth, with a large internal production and as an article of
universal consumption, offers itself as the most obvions choice
for a tax on consumption. Thirdly, in the present conditions,
as the price of imported cloth remains hich and the import
duties thereon have heen enhanced considerably, the proposed
excise duty is not likely to affect the indiegenons industrv. T
wonld also mention that this duty is likely to assist the hand-
loom industry. During the war yvears when there was no con-
trol on handloom cloth and supplies for civilian use were

—
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restricted the handloom industry had an assured market for its
produects: With the Indian mills steadily expanding their pro-
duction and imports from overseas also tending to increase, the
advantages which the handloom industry had during the war
years will gradually disappear. The excise duty nnwljé}aropoﬁed,
which adds slightly to the cost of the mill product, will, in some
measure, help the handloom industry to retain its market.
From the point of view of the consumer the incidence of this
duty, particularly on the middle and lower middle classes
using coarse and medium cloth, will be negligible and in view
of the substantial revenue that is expected from it I trust the -
House will accord its approval to it.

46. While on the subject of Central excises, T may men-
tion the question of rationalising the duty on matches, which
I have had under consideration for some time. The ideal
arrangement will be to have one standard size of matches but
owing to practical difficulties in production it is not possible
to achieve this. T have therefore decided that two sizes,
namely, 40s and 60s should continue in production for the
home market and T have made some slight readjustment in the
rate of the duty. Factories whose annual output is less than 5
lakhs gross boxes will now benefit by the levy of a somewhat
lower rate of duty. Necessary amendments to the ariff will
be made through the Finance Bill but this will not involve any
change in the revenue estimates. With the provision of the two
sizes I hope that the retail prices will not exceed 6 pies and
9 pies per box and that the consumer will get the benefit of the
partial standardisation without any loss of revenue to the
exchequer.

NET RESULT OF PROPOSALS.

47. T may now summarise the net effect of all the proposals
that T have placed before the House. The various measures of
relief which T have suggested in direct taxes will result in a loss
of revenue of Rs. 3-1 erores; the abolition of the export duty
on oil seeds and vegetable oils will involve a loss of Rs. 1-5 crores:
and the rebate of duty on aviation spirit and industrial raw
materials will cost a further sum of Rs. 75 lakhs. As T have
already stated, this will bring the total logs of revenue to Rs. 5:35
crores, raising the prospective deficit from Rs. 14-79 crores to
Rs. 2014 crores. The increases in customs duties and, the new
export duty on cigarettes and cigars will vield Rs. 6-23 crores,
the net increase in Postal rates Rs. 2-84 crores, and the increases
in Central Excise Duties Rs. 11-52 crores. The final effect of
these proposals is to convert the prospective deficit into a small
surplus of Rs. 45 lakhs.

Conerusion.

48. Sir, T have come to the end of my story. Tt is not
pleasant for a Finance Minister to appear befgre the House
(o |
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with a record of deficits and proposals for additional taxation
but a Finance Minister is as much the creature of circumstances
as.any one else. Part of the heavy expenditure which Govern-
ment have now to meet is due to extraordinary circumstances
and but for these special demands, the budget wounld have shown
a substantial surplus. As T have mentioned earlier, the present
economic conditions in the conntry make it an imperative neces-
gity to balance the budget. In la.yin(i] fresh burdens of taxation
the House will accept my assurance that T have done my best to
secure that they are equitable and that no section of the commu-
nity is made to pay more than its fair share.

49. On a survey of world conditions today, I feel that we
have good reason for taking a hopeful view of our financial
position, We are not alone in having to fight scarcities and in-
flationi. These problems confront most countries in the post-war
world: We can, however, take comfort from the fact that, un-
like some other countries, our financial position is intrinsically
sound. We have only a moderate public debt in relation to our
national income and we have considerable external reserves with
practically no external debt. We have weathered the storm and
stress of the partition and its terrible aftermath. In spite of
the he'a?f' demands on our resources for the relief and rehabili-
tation of refugees, the import of food on an unprecedented scale
from overseas and the defence of Kashmir against aggression,
we dre in a position to balance our hudget, without sacrificing
any 'of our essential schemes of development. We have made
somé headway in the fight against inflation. The eurve of pro-
duction is slowly rising and we have plans in hand for increasing
the food production of the country. I do not wish in any way
to minimise our difficulties or suggest that we can take a com-
placent view of the situation. A balanced national budget may,
and often does, cover a multitude of ill-balanced family budgets.
In this respect, we have still a formidable task ahead of us, the
task of fighting want, sickness and poverty and raising the living
standards of the millions to whom the emancipation of the
country will be a mockery unless it is translated in terms of
opportunities for a fuller, freer and better life. This task is
not, beyond our resources but it requires the co-operation of all
classes and sections of the community in a spirit of partnership
in a high adventure. T have no doubt that this co-operation
will be forthcoming and T pray that my stewardship of the
finances of the country may contribute in some degree to the
accomplishment of this tagk.
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Speech by the Honourable the Finance Minister on intro-
ducing the Budget proposals for 1949-50

Six,

I rise to present the Budget for 1949-50.

Review of Economic Conditions

2. Although this is the fourth year since the cessation of
hostilities, the return of normal conditions, without which it
is impossible to expand production and develop trade, seems.
still as far off as ever. Over large parts of the world, con-
ditions remain disturbed and the progress of recovery from
the ravages of the war is painfu]f slow. In Europe the
impasse in Berlin, the civil war in Greece and the emergence
of two rival camps among the countries that fought the war
as allies are symptomatic of the abnormal conditions which
still prevail. The Palestine question, which is a serious
threat to peace and stability in the Middle East, is still un-
solved. Nearer home, the continuance of civil strife in
China, the disturbances in Burma, which concern us deeply,
in view of our close economic ties with that country and the
large interests our nationals have in it, and the unprovoked
assault of the Dutch on the Indonesian Republic, all these
retard the economic recovery not merely of this largely under-
developed area of the globe but of the whole world. Pros-
perity, like peace, is indivisible and while these conflicts are
going on in various parts of the world involving a tragic
waste of men and material, the common man in all countries
particularly the less developed countries, continues to pay a
heavy price in want and suffering.

3. In our own country, as in most other countries in the
post-war period, the major problem has been that of keeping
the inflationary trends under control. It is not necessary for
me to dilate on the causes of the emergence of these
trends since the end of the war. While as a result of the
war the purchasing power in the hands of the community,
increased considerably, the available supply of commodities.
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in the post-war period was not sufficient to meet the increas-
ing demand for them. The shortage of essential commodities,
particularly food and -clothing, aggravated the situation
owing to the rise in the money income of some sections of
the community who in the past never competed for food and
consumer goods on the same scale. Difficulties in transport
and distribution accentuated the shortages while the parti-
tion last year and the economic dislocation caused over
considerable parts of the country by the movement of popu-
lation between the two Dominions made the position worse.
A steady rise in prices occurred throughout 1947 the general
index number of whole sale prices rising from 290-5 at the
beginning of the year to 3142 at the end of December. In
the first seven months of 1948 there was a further steep rise
in prices, the index number of wholesale prices rising by as
much as 76 points to 390-1. Since then the prices have
slightly dropped and as a result of the various measures
taken by Government prices have remained more or less

steady.

4. The answer to the problem of inflation and high prices
is to increase the supply of commodities to meet the existing
demand and until this position is reached to control the
distribution of the available supply of the essential commo-
dities. In the matter of food the supply position still con-
tinues to be difficult and last year owing to the poor crops in
certain parts of the country we have had to import 2-8 million
tons from overseas at a cost of Rs. 130 crores against an
estimated import of 2 million tons at a cost of Rs. 110 crores.
The position is expected to be still more difficult this year
owing to the floods in Bihar and the United Provinces, the
damage caused by the recent cyclone in Bombay and the out-
break of famine in parts of Gujerat, Saurashtra, Rajasthan
and Cutch and imports may amount to 4 million tons. As
the House is aware, it has already been decided to re-intro-
duce food control and it is hoped that this will secure an
equitable supply of food [grains throughout the country at
fair prices. In respect of other commodities the position in
regard to internal production has, I am glad to say, been
encouraging in recent months although it has not been pos-
sible in many cases to reach the peak production of the war
years or the target that has been set. Last year the produc-
tion of coal at 29-73 million tons and of steel at 854,000 tons
just fell short of the production in the previous year while
the production of salt rose from 496 milfion maunds to 59-3
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million maunds, of cotton yarn from 1,315 million 1bs. to
1,442 million lbs., of cloth from 3,816 million yvards to 4 338
million yards, of art silk fabrics from 85 million yards to
114 million yards, of plywood from 286 million sq. feet
to 38:63 million sq. feet and of soap from 80,000 tons
10 190,000 tons. The flow of raw materials to industry
has also improved with the improvement in the trans-
port position while with the relaxation of import controls
there has been a larger flow of imported goods.
- Production has been greatly assisted hy the occurrence
of fewer strikes and labour disputes. If the present favour-
able trends in production continue, I have no doubt that it
will be possible not merely to arrest the rise of prices but to
bring them down gradually.

9. The state of the capital market in the year under
review has been a matter of concern to Government.

ile there is obviously a large amount of money in the
country competing for the limite supply of goods, the invest-
ment market has been stagnant and there has been little flow
of money into Government loans or into industrial concerns.
This stagnation is due in large measure to the prevaili
uncertainty in regard to matters affectin industrial deve-
lopment and prospects. My own view is that with the huge
potential demand in this country for both consumer and
capital goods, there is bound to be for many years a wide field
for private enterprise and that in this matter no one who
invests money is taking a greater risk than in any other
country in the world.

6. As T mentioned a while ago, the fight against inflation
has been one of Government’s main pre-occupations this year.
As Honourable Members are aware, Government consulted
various interests and sections of public opinion regarding the
measures necessary to deal with this situation. In g matter
of this kind, it is obviously not possible to expect complete
unanimity of opinion as to either the causes of inflation or the
remedies to be adopted. But it was clear that immediate action
should be taken to prevent, as far ag possible, the further crea-
tion of purchasing power in the hands of the community and
to take all steps possible to stimulate roduction and ‘instil
& spirit of confidence in industry. WitE this end in view, in
the field of taxation additional duties on certain articles of
luxury such as liquor, tobaced; motor cars, silk and art silk
frabrics were imposed and an excise duty on super fine cloth
was levied. Power was taken to make provisional assessments

!
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of income-tax on the basis of returns submitted by the assessees.
A system of interest bearing deposits for income-tax introduced
in 1943 was also revived and it was decided to postpone for a
further period of three years the refund of deposits of Excess
Profits Tax except for approved purposes. A temporary limit
was also placed on the amount that may be distributed as
dividend by public companies, by an Ordinance, the enact-
ment of which into law is now under consideration by
the House. Among measures taken to stimulate indus-
trial production, I would mention the reduction in the
import duty on machinery and certain industrial raw materials
and the abolition of the import duty on cotton yarn. New
industrial undertakings commencing production in the next
three years have been given exemption from income-tax for
the first five years up to a limit of six per cent. per annum
on their capital. The rules regulating depreciation allow-
ances have also been liberalised. In the field of Governmental
expenditure a rapid review was conducted of all capital and
development schemes including the Provincial schemes. As a
result the total provision for capital and development schemes.
and loans has been substantially reduced. It was also made
clear to the Provinces that in the present financial situation
thev should not count on Central assistance for implementin
their schemes of social or agrarian reform. The House wi
realise that it was not without regret that we decided to hold
up even temporarily the varions schemes of development the
execution of which is necessary for the well being of the
country. But the need for economy was imperative and we
had to postpone all avoidable expenditure. But this has not
led to the slowing down of any productive scheme or any scheme
essential for the national interest. I would like to take this
opportunity to express my Sense of gratitude to the Provincial
govammehta for their ready co-operation in this matter.

Balance of Paymenis

¥ The main features in the external financial position of
the country in the year under review have been the sharp
decline in the sterling balances held by the Reserve Bank of
India, the growing difficulty in the financing of imports from
the hard curren?' areas and the emergence of Pakistan as a
foreign country for currency purposes with the separation of
its currency from that of Tndia. The sterling balances which
reached the peak figure of Rs. 1,738 crores at the end of 1945-46
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declined by Rs. 121 crores to Rs. 1,612 crores during 1946-47.
This reduction was due mainly to the large imports of food
but there were also substantial imports of other goods in satis-
faction of the pent up demand of the war years and a certain
amount of repatriation of British capital. During 1947-48
the reduction was somewhat smaller due to the restrictive
import policy which was introduced towards the close of 1947
and the balances fell by only Rs. 67 crores to Rs. 1,546 crores.
In the first ten months of the current year there has been a
further drop of Rs. 556 crores in these balances. This heavy
-outgo is due to several causes. The first is the payment to
the United Kingdom Government in accordance with the
agreement reached with them last July, of Rs. 284 crores for
the purchase of annuities for ﬁnancinl% the payment of ster
pensions and the acquisition of the Defence installations an
stores left behind in India by the United Kingdom at the end
.of the war. The second is the payment to the State Bank of
Pakistan of Pakistan’s share of these balances following the
separation of its currency from that of India. This anmem
is still continuing as the sterling and other assets of the Issue
Department are handed over in instalments as Indian notes
are withdrawn from circulation in Pakistan and handed over
to the Reserve Bank. Sterling to the extent of Rs. 1,77 crores
has so far bheen transferred to the Pakistan State Bank. The
third factor responsible for the decline is India’s adverse
‘balance of payments on current and capital account.

8. Government’s import policy is largely determined by the
trend of the balance of payments. The aim of this policy is
80 to regulate trade that while it is kept at the highest possible
level consistent with the needs and requirements of the country,
India should not have an overall deficit in her balance of pay-
‘ments on current account during any particular period of time
of more than the amount by which it has been agreed with the
United Kingdom Government India’s sterling balances should
be drawn upon. Under the present agreement signed last
July it has been agreed that India’s %rree sterling account
which had a balance at the end of June, 1948 of £ 80 million
will be credited with an equivalent sum during the period
July, 1949 to June, 1951. In pursuance of this policy and
also with the immediate object of reducing the inflationary
pressure in the country, import controls were relaxed during
the course of the year, and I am glad to say that they have
resulted in substantially increasing the available supply of

goods in the country.
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9. While our overall balance of payment position is om
the whole satisfactory, our balance of payments with the dollar
and hard currency countries is causing us great concern.
In the pre-war years India had usually a surplus with the
United States of America and during the war years owing to
the drastic curtailment of imports to conserve dollars for the
war effort, India continued to have increasing surpluses.
After the war, the trend of trade rapidly reversed itself and,
in common with the rest of the world, this country started
having substantial deficits on hard currency account. The
reason for this was that we had increasingly to turn to the
hard currency countries for our requirements as the countries
whose economies had been disrupted by the war could not meet
them. This was particularly true of food which is today the
largest single consumer of foreign exchange. Burma could
not supply all the rice we needed because of the ravages of
the war and its aftermath; Australia could not give us all

the wheat we wanted because the United Kingdom had prio-
rity in supply.

10. India’s dollar deficit in the past used to be financed
by the central reserves of the sterling area. But beginning
from January, 1948 the United Kingdom refused to carry this
responsibility any further and insisted on limiting the con-
vertibility of our sterling very rigidly. The limits imposed—
£ 10 million (§ 40 million) for the half year January—June,
1948 and £ 15 million ($ 60 million) for 151& year July, 1948—
June, 1949—bear no relation whatever to our needs. Con-
currently with the imposition of these limits on convertibility,
there came the separation of the exchange resources of Pakistan
from India which also took place in January, 1948. This
has also handicapped us severely as many commodities which
before partition earned hard currency, such as raw jute, raw
cotton and hides and skins, were largely exported from terri-
tories now in Pakistan. In spite of the maximum possible
limitation of imports from the hard currency areas and the
maximum possible encouragement of exports thereto, India
had a deficit in her balance of payments with the hard currency
countries in the six months April to September, 1948 of $ 45
million. The deficit for the next three months, for which
preliminary fizures are available, is expected to be § 48 million.
Of these deficits, the purchase of food grains was responsible
" for $ 35 million and & 40 million respectively. These deficits
which exceed by far the convertibility allowed to us by the
United Kingdom have been met by loans from the Tnternational
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Monetary Fund from which since March, 1948 we have
borrowed no less than § 92 million.

11. I confess that this chronic dollar deficit is causing
Government no little anxiety. Honourable Members are aware
that we intend to negotiate dollar loans from the International
Bank for Reconstruction and Development. But these loans
will be available only for financing the purchase of equipment
for our developmental projects and not for current expendi-
ture. We do not favour the idea of borrowing on the present
scale from the International Monetary Fund but if the central
reserves of the sterling area, to which we were at one time
a source of strength, insist on continuing to limit our claims
on them in the same way as at present, we shall have no alter-
native to continuing to gorrow. One ray of hope in the situa-
tion lies, of course, in the fact that we hope, in future years.
to import less food and to divert our food purchases to the soft
currency areas. It is also possible that the international prices
of food grains will not remain at the present high levels.

12. While we have exchange control with all countries
in the world, we have none with Pakistan. This has been
rendered possible by the fact that simultaneously with the
separation of their currencies on the Ist July, 1948 India and
Pakistan came to a monetary and payments agreement. The
main terms of this agreement, which is in the first instance
valid for a period of one year, are that each party will hold
the currency of the other up to a limit of Rs. 15 crores, that
thereafter up to a further limit of Rs. 10 crores accounts will
be settled in free sterling and the balance in sterling in Account
No. IT. The reason for entering into an agreement of this
kind was that the Governments of both Dominions were anxious
to ensure that the obstacle fo inter-dominion trade, which the:
imposition of exchange control would necessarily entail, should,
if possible, be avoided. T am glad to say that this agreement-
has worked satisfactorily and that currency considerations
have not stood in the way of inter-dominion commerce.

Frnanciar, YEAR, 1948-49

13. I shall now proceed to Eiﬁ a brief review of the finan-
cial position in the current and the ensuing years.

For the current year the deficit is now estimated at
Rs. 1'55 crores against Rs. 2-14 crores provided in the budger.
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Revenue

14. The revenue receipts are now estimated at Rs. 338-32
crores against the budget estimate of Rs. 255-24 crores,
an increase of Rs. 83-08 crores. With the relaxation
in the import controls during the course of the year
there has been a considerable expansion of imports and the
revenue from Customs is expectedp to be Rs. 3649 crores more
than the budget estimate. The yield from the excise duties
-on sugar, matches, tyres and tubes and vegetable products has
-also shown a substantial improvement and with the excise duty
-on cotton cloth imposed last December and estimated to yield
Rs. 7 crores in a full year the revenue from Central excise
duties is likely to be Rs. 428 crores more. Income-tax
receipts are now placed at Rs. 2062 crores more than the
budget largely as a result of the intensive drive for the clear-
ance of arrears and the recent ordinance authorising the provi-
sional collection of tax on the basis of the statements of income
of the assessees, but of this increase Rs. 538 crores will accrue
to the Provinces as their share of revenue. The revenue from
the two Government commercial departments also shows
increases. The contribution from Posts and Telegraphs is
likely to be Rs. 295 crores more while from the Railways, as
the House is already aware. the contribution will amount to
Rs. 734 crores against Rs. 4'56 crores taken in the budget.
The profits from currency also show an increase of Rs. 3-65
crores. There is also a carryover of Rs. 1-33 crores on account
of Government’s share of the profit on stocks of sugar frozen
in December 1947 which was not realised during that year and
«certain pre-partition receipts amounting to Rs. 13'4 crores.

Ezxpenditure

15. The total expenditure this year is now estimated at
Rs. 33987 crores, an increase of Rs. 82:49 crores over the
budget estimate which nearly wipes out the increase in
revenue. Of this increase, Defence Services account for
Rs. 3435 crores and Civil estimates for the balance of
Rs. 48-14 crores.

16. Defence Services.—The expenditure on Defence Servi-
ces during the year has been affected by the continuance
of the operations in Kashmir, the extent and duration of which
could not be foreseen at the time the budget was prepared and
for which, in consequence, no provision was included and also
by the unforeseen deterioration in the situation in Hyderabad
which led to the police action last September. In view of
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these developments the armed forces had to be maintained at
a higher strength than was contemplated in the budget. New
units had to be raised and some of the operational demands for
stores, equipment and munitions had to be met by fresh pro-
curement. In addition to our own forces we had to take in
‘service larger forces from the Indian States and the Govern-
ment of Nepal also loaned us some of their troops for purposes
of internal defence. All these measures entailed additional
-expenditure for which there was no provision in the budget.

17. The increase of Rs. 48'14 crores in civil expenditure is
mainly due to three causes. Firstly, the revised esti-
mates include a new provision of Rs. 20-75 crores for meeting
‘pre-partition liabilities for which no provision was made in the
{;udget.. At the time the bud?et. was framed, sufficient
data regarding the outstanding liabilities were not available
and the arrangements with Pakistan for meeting and adjust-
in  these had not also been settled. It was hoped that t
liabilities would be met and shared currently by the two
Dominions but the Pakistan Government declined to meet these
liabilities on the ground that they were initially those of India
and that Pakistan would take its share only through the debt
settlement. The Government of India do not accept this
view as, in their opinion, after the division of the available
cash balances of the undivided Government between the two
Governments, the outstanding liabilities should be paid and
carrently shared by the two Governments. But in order to
avoid hardship to those who had made supplies or rendered
services to the undivided Government, the Government of
India have agreed to meet the liabilities in the first instance.
Certain outstanding payments relating to the pre-partition
period, such as the Provincial share of income-tax, are also due
to the Provincial Governments now located in India which the
Government of India propose to meet. Secondly, the expendi-
ture on the relief and rehabilitation of refugees which has
-always been difficult to estimate and for which a provision of
Rs. 1004 crores was made in the budget is now expected to
amount to Rs. 19'45 crores. This increase is partly due to the
-carryover of certain liabilities from the previous year, mainly
payments to Provincial Governments, which could not be
made before the close of last year and partly to increased ex-
penditure on relief which has to be regulated with reference to
the constantly changing requirements of the situation, Third-
ly, the expenditure on the subsidising of imported food grains
-and the payment of bonuses to Provincial Governments on
rinternal procurement is now expected to exceed the original
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budget by Rs. 12:05 crores. The House will remember that
after a review of the food position last October it was decided
that with effect from the 1st October 1948 the Central share of
the loss on the supply of imported food grains to deficit areas-
should be raised from two thirds to three quarters and that
a similar concession, limited to the Centre meeting half the loss,
should be extended to the Indian States. Part of the increase:
is also due to the fact that while the budget provided for
subsidies up to the end of the calendar year, provision has now
been made for the full financial year.

1 should also mention a further reason for the increase in
civil expenditure. The House will remember that in the-
budget for the current year my predecessor made a lump cut of
Rs. 2-5 crores for economies likely to result from the imple-
mentation of the recornmendations of the Economy Committee.
The work of this Committee has taken somewhat longer than
was originally expected and its report on a number of Minis-
tries are still under examination. No savings are therefore
likely to be realised this year. For next year I am not making:
any provision at this stage as it is not possible, until firm-
decisions have been taken on their recommendations, to
estimate the savings likely to be realised. But I may assure-
the House that this does not mean that I do not expect any
economies to result from the Committee’s recommendations.
On the contrary it is my intention to secure the utmost economy
possible in public expenditure and the House may rest assured’
that the recommendations of the Committee will be most care-
fully and earnestly considered by Government and the result-
ing economies enforced during the course of the year.

Income-tax Investigation Commission

18. Before I pass on to deal with the estimates for the-
coming year I should like to mention the progress made in
the work of the Income-tax Investigation Commission.
Honourable Members will remember that the Act constitut-
ing the Commission assigned two duties to it, namely, to in-
vestigate and report on all matters relating to taxation on
income, with particular reference to the extent to which the
existing law relating to and procedure for the assessment and
collection of such taxation is adequate to prevent evasion and’
to investigate specific cases referred to the Commisgion by
the Central Government. On a study of the working of the-
Income-tax law and its administration during recent years,
the Commission came to the conclusion that on a long-term
view the first task was no less important than the second. and’



11

as work on the second had for various reasons necessarily to
be slow, the Commission devoted a great part of its time
till recently to the first task. This involved the examination
of voluminous evidence tendered in reply to a comprehen-
sive questionnaire which was issued, and the Commission
has recently submitted a long report in which it has made
recommendations on many points of law and of administra-
tion. These recommendations are now being examined with
a view to the necessary legislation being introduced, and it
is hoped that it will be possible to place a bill before the
House at its next session.

19. As regards the investigation of specific cases referred
to it by Government, the Commission has completed a few
cases. Greater progress was not possible for a variety of
reasons. Firstly, it was only in April 1948 that the neces-
sary staff for investigation work could be placed at the
disposal of the Commission. This was because it was not
possible for the Income-tax Department to spare their more
experienced officers for this work before April, 1948, 1
view of the shortage of officers in the Department and the
large amount of arrears that had to be cleared. However,
this difficulty has now been overcome to some extent, and the
officers authorised by the Commission are working in different
cities carrying on investigation under instructions and direc-
tvions given by the Commission. Tt is the material gathered
by t}]gem that will form the basis of the Commission’s further
work.

Another factor which has delayed the disposal of specific
cases taken up for enquiry is that it has been found that a
good deal of general enquiry and collection of facts and
ficures is a necessary preliminary to the investigation of the
specific cases, These general enquiries and the collation of
the materials collected have taken a considerable time, and
the work is proceeding apace. Once this is completed, it
may be hoped that the disposal of specific cases will be
expedited.

In this connection I may add that the possibility of dis-
posing of the referred cases by agreed settlement is being
explored, and a bill will shortly be placed before the House
for vesting the necessary powers for making such settlements
in the hands of the Commission.

Financial YEAr, 1949-50

20. T now turn to the estimates for the next financial year.
At the existing level of taxation, I place the total revenue-
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at Rs. 307-74 crores and the expenditure charged to revenue
at Rs. 32253 crores leaving a deficit of Rs. 1479 crores.

Revenue

21. The total receipts from customs 1is estimated at
Rs. 107-25 crores. This provides for a full year’s effect of
the changes in the tariff in the course of this year as part of
the campaign against inflation. Central excises are expect-
-ed to bring in Rs. 57-75 crores, including Rs. 7 crores from
the recently imposed excise duty on cotton cloth. Receipts
from income-tax, which include Rs. 11-22 crores on account
-of Excess Profits Tax and Rs. 12:01 crores on account of
Business Profits Tax have been placed at Rs. 155 crores.
Honourable members will remember that it was decided last
year that advance payments of tax should be taken direct to
revenue instead of being treated initially as a deposit and,
as a first step in the process of changing the accounting
procedure, advance payments of Corporation Tax were taken
direct to revenue in the budget for the current year. Next
year, as a further step in the process, I have taken credit in
the revenue estimates for Rs. 12-5 crores for a part of these
-advance payments that will be received during the vear.
I hope that the change will be completed aver the next three
years. The divisible pool of income-tax is estimated at
Rs. 90-7 crores of which the Centre will retain Rs. 46-85
crores leaving Rs. 43-85 crores as the Provincial share. The
profits from Currency and Mint, after allowing for the share
-of Pakistan are estimated at Rs. 97 crores.

The revenue from the Posts and Telegraphs Department
is expected to amount to Rs. 30-26 crores and working
‘expenses and interest to Rs. 28-63 crores, leaving a surplus
of Rs. 163 crores. As in the current year this
surplus will be shared equally by general revenues
and the department which will get a rebate of interest on its
share of the accumulated profits, expected to amount to about
Rs. 10 crores at the end of the budget year.

The contribution from the Railways for next year has
been taken at Rs. 4-72 crores. the amount provided in the
Railway Budget.

Ezpenditure

22. The total expenditure in the coming year is estimated
at Rs. 322-53 crores of which Defence Services will account
for Rs. 157-37 crores and civil expenditure for Rs. 165-16
.crores.
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93. Defence Services—Following the customary proce-
dure I shall first deal with the Defence estimates. The-
Defence Budget for the coming year shows an increase of
Rs. 1-94 crores over the revised estimate for the current year,
the excess in which I largely aseribed to the operations in
Kashmir. The House may well ask why with the cease fire
in Kashmir there is no decrease in the Defence Budget. The-
main reason for this is that the reduction in the strength of
the armed forces cannot be made over-night and the process
of demobilisation has necessarily to be spread over a period
similar to the recruitment and training of the forces. The
current year’s revised estimates reflect the expenditure on.
the gradual building up of our strength while the budget for
next year would reflect the gradual reduction in that
strength. Since both the processes take time the average
strength of the troops during the budget year 1s
unlikely to differ materially from that in the current year.
In framing the budget for next year we have taken into
account the improvement in the Kashmir situation follow-
ing the cease fire and our hope that this cease fire will
eventually lead to a qea.ceful solution of the problem.
The House will naturally not expect me to go into greater
detail in this matter but I must utter a warning that
if for any unforeseen reason these hopes on which we have
based our estimates are not realised, it may be necessary to
exceed the provision now proposed. It has also to be remem-
bered that the recent grant of an ad hoec dearness allowance
to employees of the Central Government has added Rs. 4
crores to the Defence Budget next year. The budget for next
year also includes additional provision for the expansion of
the Navy and the Air Force. As the House is aware, our
Navy till recently consisted of only a few sloops and frigates
designed primarily for port defence but with the achieve-
ment of independence the Navy has been called upon to
ghoulder greater responsibilities than before, for which it is
necessary to have a balanced force, complete with aireraft
carriers, cruisers, destroyers and submarines. With this end
in view, Government have recently approved the first phase
of a 10-year plan for the Navy, confined mainly to
the recruitment and training of the personnel in the various
branches of the Navy. The last war proved conclu-
sively the overwhelming importance of the fleet air arm
and the House will be glad to know that a beginning has-
already been made in this respect and that the budget in-
cludes provision for the establishment of a fleet air arm.
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‘With regard to the Air Forces also, plans for their expansion
and development are going forward. It is hoped to train
sufficient technical man-power to make it a more balanced and

effective force.

24. Before I pass on to civil estimates I would like to refer
to a change in the preparation of the Defence Demands for
next year. The provision for supplies and stores which was
previously pooled together and included under one Demand for
all the three Services, except for certain Naval and Air Force
stores, has now been split among the three Services—Army,
Navy and Air Force. This change will make the estimates for
.each Service self-contained to a greater extent than before and
enable the Defence authorities to exercise a closer and more
efficient control over the expenditure in their respective
Services.

95. Civil Estimates.—Inow come to the Civil Estimates.
Details of the estimates under individual heads are, as usual,

iven in the Explanatory Memorandum circulated with the
‘budget papers and it is unnecessary for me to deal with them
at any considerable length here. I should like, however, Lo
vefer briefly to certain special items for which provision is
included in these estimates. The budget next year includes
Rs. 9-85 crores for the relief and rehabilitation of refugees. In
addition, a provision of Rs. 23-27 crores has been made in the
capital budget, Rs. 21-34 crores for loans for rehabilitation
including loans to Provincial Governments and the Rehabili-
tation Finance Administration and Rs. 1'93 crores for build-
ings. The expenditure on food subsidies and the payment of
bonus on procurement under the revised policy is estima
at Rs. 3297 crores next vear. The estimates also include
Rs. 10 crorves for the meeting of pre-partition claims and
Rs. 12:83 crores under the varions heads of expenditure for

development schemes.

926. Of the total expenditure of Rs. 165716 crores provided
in the budget for next year, Rs. 5282 crores are accounted for
by the expenditure on refugees, the payment for food subsidies
and pre-partition payments, leaving Rs. 112:34 crores for
normal expenditure. This includes Rs. 10°06 crores for tax
collection, Rs. 41-97 crores for obligatory expenditure on pay-
ment of interest and pensions and provision for debt redemp-
tion, Rs. 2°04 crores for planning and resettlement, Rs. 2-23
crores for expenditure on Currency and Mint, Rs. 2-95

_crores for grants-in-aid to Provincial Governments and
Rs. 24'20 crores for expenditure in the mnation building
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spheres such as Education, Medical and Public Health, Broad-
casting, Aviation and on Scientific Surveys and institutions
in which the Central Government largely supplement the work
of Provincial Governments. The balance of Rs. 28-89 crores
represents the provision for administration, Civil Works, etc.
and represents only 17-5 per cent. of the total civil expendi-
ture. Iin addition to Rs. 24-20 crores in the nation building
spheres mentioned above, provision has also been made for the
crant of Rs. 26:81 crores to Provincial Governments for
ﬁevalopment and Rs. 49°25 crores for loans.

27. Honourable Members are aware that in recent months
a large number of Indian States have been merged in the
neighbouring Indian Provinces or taken over for administra-
tion direct by the Ceutre as part of the policy of unifying the
country under the guidance of my distinguished colleague the
Deputy Prime Minister. Ultimately the revenue and expendi-
ture of these States have to merge in those of the Provinces or
the Centre depending on the subject to which they pertain.
But the process of integration is still incomplete and for the
present the transactions of these States have been kept separate
in a deposit account and not included in the revenue and
expenditure of India. If, as may be hoped, the integration is
completed in the course of the coming year, these transactions
will %9 included in the revised estimates for the year.

28. On the basis of the estimates of revenue and expendi-
ture that I have explained so far, the anticipated deficit for
next year is Rs. 14-79 crores. I shall return to the question of
how I propose to deal with this deficit in a later part jof my
speech

Post-War Planning and Development

29. 1 mentioned earlier that as part of the campaign
against inflation, Government had to review their whole pro-
gramme of expenditure and reduce the outlay both in the
capital and in the revenue budgets. Even so, substantial
amounts have been included in the budget for grants to Provin-
ecial Governmentg.and for Central schemes of development.
So far as the B mees are concerned it is not the intention
that the scale g fistance promised to them by the Centre for

i@ schemes and on which thev have formulated

d in any way be reduced. All that is
it the pace of this assistance is being tempo-
Wn in view of the urgent need for economy and
gtal care has been taken to see that the progress
¢ 8Chemes and schemes of long range importance
gional development is not held up. The House
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will remember that last year we laid down the policy that the
grant each year from the Centre should be limited to half the
amount spent on the approved schemes. Some of the smaller
Provinces whose resources are limited asked for the waiver of
this condition and in spite of our own difficulties we have
agreed for this year and next year to allow them grants up to
the total amount they may spend on approved schemes. ]i‘he
budget for next year includes a provision of Rs. 26-81 crores
for grants and Rs. 49-25 crores for loans to Provinces for
deveﬁ:upment.

30. For Central schemes of development including re-
settlement a provision of Rs. 12:83 crores has been made in the
revenue budget and Rs. 24-97 crores in the capital budget.
Details of the provision are given in the Explanatory Memo-
randum and among the important schemes I would mention the
expansion of the Forest Research Institute, Dehra Dun, the
development of the forest estate in the Andamans, the prelimi-
nary work on a number of river projects like the Kosi, the
Assam Valley, the Narbada, Tapti, and Sabarmati schemes,
investigations in Coorg, Central Provinces and Bastar, the re-
organisation of the Central Waterways Navigation and Irri-
gation Research Station, the expansion of the Indian Agri-
cultural Research Imstitute and the development of basie
education. The budget also provides Rs. 2'19 crores for the
Central Government’s share of the expenditure on the
Damodar Valley Scheme, Rs. 90 lakhs for buildings for
development schemes, Rs. 4'93 crores for the Fertiliser Factory
under construction at Sindri, Rs. 2'92 crores for the expansion
of civil aviation and Rs. 96 lakhs for the expansion of Broad-
casting.

In the sphere of industrial development a beginning is also
being made in the starting of basic industries essential for
national development. Among these I would mention the Gov-
ernment. Telephone Factory for the manufacture of telephone
equipment, the setting up of a Shipping Corporation in which
a total sum of Rs. 6-98 crores is expected to be invested this
year and next year, the setting up of new steel works and
factories for the manufacture of wireless equipment, synthetic
oil, machine tools, cables, Diesel engines and heavy electrical
equipment. A beginning will be made in the establishment of
these industries which will be developed in subsequent years.

Capital Expenditure

31. With regard to capital expenditure I have just men-
tioned the provision included in the budget for development
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schemes. The House will doubtless be interested in the provi-
sion made in the budget for normal capital expenditure. But
before I describe this, I must mention certain special trans-
actions which have been entered in the capital budget this
year. The first is the payment to the U. K. Government for
the purchase of annuities for meeting the sterling pensions
which accounts for a net debit of Rs. 215-68 croves this year
and a recovery of Rs, 7-42 crores next vear for which credit
has been taken. The second is the payment, again to the U. K.
Government, as part of the Sterling Balances Agreement of
Rs. 133°33 crores for the Defence stores and installations taken:
over from them against which Rs. 51-57 crores will be recovered
this year and Rs. 11'8 crores next year from Pakistan and
from the sale of surpluses. The third is the outlay of Rs. 583
crores on the acquisition of the shares of the Reserve Bank of
Tndia this year. Lastly, there is a provision of Rs. 5-08 crores
this year and Rs. 92 lakhs next year for payment to Pakistan
for setting up Ordnance factories and other unique insti::
tutions. As part of the partition arrangements it was agréed
that as most Ordnance factories and institutions like the
Security Printing Press and the Currency Note Press were'
located in India and it was not desirable to hreak up these’
institutions, a sum of Rs. 6 crores should be made avail-
able to Pakistan for setting up similar institntions in
Pakistan. This payment will be added to Pakistan’s parti-
tion debt to India. Excluding these special items and the
provision for development schemes and grants to Provinces
the provision for normal capital expenditure amounts to
Rs. 44-09 crores this year and Rs. 62-42 crores nelxt year. Of
the provision this year, Railways acconnt for Rs, 2715 crores
and the Posts and Telegraphs Department for Rs. 2-91 croves.
Next year’s budget provides Rs. 28-49 crores for the Railways;
Rs. 3:82 crores for Posts and Telegraphs and Rs. 7-9 crores
for schemes of State Trading., mainly for the purchase of
foodgrains the cost of which will be recoverad in the following

year,

The Honse will remember that a provision of Rs, 14-99
crores was made in the bodget for the current year for capital:
outlay on Defence. The actual expenditure is now estimated.
at Rs. 9-91 crores, the decrease being mainly due to the delay
in the completion of certain plans for major works and the,
procurement of aircraft. For next year a provision of Rs. 15
crores has been included of which Rs, 7-24 crores will be spent
on the Army, Rs. 2:79 crores on the Navy and Rs, 497 crores
on the Air Force, S
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' Ways and Means

32. I now turn to a brief consideration of the ways and
means position. The current year’s budget provided for a
total borrowing of Rs. 150 crores from the market and to a net
receipt of Rs. 3125 crores from small savings. For a variety
of reasons to which I have referred in another part of my
:Eeeah the gilt edged market remained inactive throughout

e year with very little investment demand. It was mot
therefore possible to borrow on the scale originally contem-
plated. For mext year I have made a modest provision of
Rs. 85 crores for market loans, But if, as T hope, conditions
improve the scale of borrowing will be raised. Wext year
Government have the option of repaying the 3 per cent. loan
1949-52 with an outstanding balance of Rs. 67 croves. I have
assumed that this amount will be repaid and in my estimate
of borrowing next year I have taken this return of money
to the market also into account. In the present inflationary
conditions, it is of the utmost importance for the economy of
the country that the community should save as much as possi-
ble and lend its savings to the State. T trust that the recent
measures taken by Government to meet the inflationary situa-
tion would restore public confidence and that this time next
year I shall be in a position to give a more heartening picture
of public co-operation in the Government’s borrowing opera-
tions. As regards small savings, there has been in recent
months some improvement in the net receipts from Savings
Banks and i the sale of National Savings Certificates. The
House will remember that last April Government issued two
new series of certificates with a currency of five and seven
years to cater to the smaller investor and also raised the maxi-
mum limit of investment in both Postal Savings Bank and
National Savings Certificates in order to stimulate further
investment. It is too early to nassess the results of these
measures but Government are doing all in their power, in
vo-operation with the Provincial Governments, to stimulate
and sustain the small savings movement. It is hoped that the
budget anticipations in regard to receipts from this source
will be exceeded this year by Rs. 16 crores. For next vear
T have allowed for some further improvement and taken

credit for a net receipt of Rs. 37-56 crores.

33. I now pass on to my proposals for dealing with the
deficit of Rs. 14:79 crores anticipated in the com ing year.
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34. The prospective deficit for next year is substantial and
I am sure that the Hounse will agree with me that in the present
inflationary conditions it should not be left uncovered.

35. The problem before me is not merely that of raising
the additional revenue to cover this deficitt I have also to
consider the adjustments in taxation necessary in the light of
the experience of the working of the tax system in the period
since the House passed the budget for the current year. Fiscal
policy is not an end in itself but has to subserve the ends of
national policy and in a transitional period like this it is essen-
tial to keep the working of the taxation system under constant
review and readjust it in the light of changing circumstances.

Apart from inflation, to which I have referred in detail
elsewhere, the most disconcerting element in the economic life
of the country today is a deep, underlying fear of the future,
of which the stagnation in the capital market is an index. In
my view ane of the most urgent tasks before a Finance Minister
today is to concert measures designed to remove this fear and
to secure a revival of confidence. Tt is clear from recent
experience that the formation of capital in this country has
been seriously affected, with the result that investments in
Government loans and industry have been falling off. Unless
this stagnation is checked and conditions are created in which the
incentive to save and to invest is revived, the industrial expan-
sion of the country and the execution of the plans for raising
the living standards of the people are bound to be delayed. In
formulating the proposals which T shall place before the House,
T have kept this requnirement prominently in mind.

Revrers v TaxaTION.

36. I shall now deal with the variouns measures of relief
which T propose to give.

In the field of direct taxation, my first proposal is to
abolish the Capital Gains Tax. At the time this tax was
introduced it was expected to yield a large revenue, but it
synchronised with a period of falling values and the yield from
this tax has, in consequence, been small. Tts psychological
effect on investment has, however, been markedly adverse and it
has had the effect of hampering the free movement of stocks and
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shares, without which it is hardly possible to maintain a high
level of industrial development. In present circumstances, I
consider the retention of this tax ill-advised. The loss of

revenue is estimated at Rs. 1 crore.

income-tax, Here 1 propose
lowest and

medium income groups. The tax on incomes upto Rs. 10,000
will be reduced by a quarter of an anna, from one anna to nine
pies in the first clab and from two annas to one anna nine pies
in the second slab. This class has been severely hit by the rise
in prices and a certain degree of relief in their case is amply

justified.- The loss is estimated at Rs. 3 crores.

My second roposal relates to

to give some re ief to income-tax payers in the

My third proposal relates to super-tax. Here I propose
two reliefs designed to meet the criticism that the existing

level of taxation leaves little ine i

entive for saving and invest-
ment and that it is illogical to ignore the differentiation be-
tween earned and unearned

income above Rs. 13 lakhs, In
respect of earned income 1 propose a reduction of an anna
and.a half in the rates charged on incomes above Rs. 13} lakhs,
leaving the maximum rate of tax for income-tax and super-
tax together at 14 annas. Tor unearned income, I propose a
reduction of 6 pies in the

. maximum rate of super-tax. The
cost of the two concessions will be Rs. 2-1 crores.

res ir_wo]ved in these con-
Provinces by reducing the
balance on the Centre.

Of the total loss of Rs. 6:1 cro
cessions, Rs. 3 crores will fall on the
divisible pool of income-tax and the

97 Before T leave the subject of direct taxation T wounld
like to mention two changes which T propose to make. The
House will remember that in the budget for the current year
my predecessor gave a concession to companies with an income
of Rs 25,000 and below by reducing their income-tax to half
the usual rates. This concession was meant to emcourage the
growth of smaller companies but the reduction, which was
allowed in income-tax, has given rise to considerable adminis-
trative difficulties, wholly out of proportion to the amount in-
volved or the benefit accruing to the companies. [ have care-
fully reviewed the position and come to the conclusion that

while the concession chould be maintained it should take the
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form of a rebate of half the Corporation Tax, and should be
limited to public-controlled small companies which are not
branches or subsidiaries of bigger companies. The result of this
change will be that the entire cost of the concession will fall
upon the Centre, and the Provinces will not have to share it.
The amount involved is likely to be small and I have therefore
made no specific provision on this account in the estimates for
next year- The second change relates to the taxation of in-
comes of privately-controlled companies which do not declare
their dividends in India. It may be recalled that there was a
serlous anomaly in the administration of income-tax law relat-
ing to the recovery of super-tax from shareholders, in respect
of the dividends paid out of Indian profits, by companies in-
corporated outside this country, It was difficult to obtain from
these companies information concerning the names of their
shareholders and the amounts of dividends paid out of Indian
profits and there was consequently a considerable loss of reve-
nue. The problem of plugging ‘this leakage was considered
last year and my predecessor introduced a scheme whereby an
extra tax of one anna was imposed on all such companies with
a view partially to recouping the loss. As part of the scheme,
an amendment was made to the Income-Tax Act so as to confer
personal immunity from further taxation upon the share-
holders of such companies. The amendment however had the
effect of conferring immunity from super-tax not only upon
the dividends actually received, but also upon the dividends
which under the operation of section 23-A of the Income-Tax
Act could be deemed to have been received from privately-con-
trolled companies. Therefore, if the matter had been left
there, the profits of these companies would have escaped with
an overall impost much lighter than that to which tﬁey were
subject under the previous law. This point was met by apply-
ing to this category of companies the rates of income-tax and
super-tax prescribed for individuals or associations and the
definition of ‘‘company’’ was altered to permit of this being
done by executive action. The arrangement has, however, not
been satisfactory, and after a careful review of the matter I
have decided that instead of attempting to tax each such
privately-controlled company as an individual, the principle of
applying an average rate should be adopted. T accordingly
propose that all corporations, whether Indian or non-Indian,
should continue to be treated as companies but a further super-
tax of one anna should be paid by those privately-controlled
companies that do not distribute their profits in India. T pro-
pose to apply this method commencing with the current year, -
It will not involve any change in the revenue estimates, '
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98. There is one aspect of the complaint about the high
taxation in relation to industry to which I would like to make
a passing reference Owing to the steep rise in the level of
prices of raw materials, wages and working costs, larger
amounts of working capital are needed to maintain production.
Replacement, costs are also higher, and there have been com-
plaints that the calculation o depreciation allowance for
purposes of taxation on the original cost of the asset involves

reat hardship. It has been suggested that industries should

e allowed to revalue their existing fixed assets at the present
day prices so that future depreciation allowance may be given
on the basis of the revaluation. The Government of India con-
sidered this problem in all its aspects last October and came to
the conclusion that while the difficulty complained of was real
the solution proposed was not practicable. It would give no
assistance to those who have immediately to replace their worn-
out assets and there was no point in giving a concession to
others who, at some future date, may not be required to pay the
high prices now prevailing. It was however realised that
some relief should be given to those who were prepared to renew
and re-equip their capital assets immediately, in spite of the
prevailing high costs. It was decided that for all new plant
and machinery installed during the five years from the 1st
April 1948, depreciation allowance at double the ordinary rate
will be allowed. It has also been decided that if by 1st April
1958 there is a drop in the general level of prices, the difference
between the written down value of the assets and the corres-
ponding value at the reduced price will be allowed as an addi-
tional depreciation allowance. For existing plant and
machinery, it has been decided to grant extra de reciation
allowance for increased wear and tear if triple shifts are
worked. I trust that these concessions will go a long way in
meeting the complaints of industry in this matter. In addition,
the concession given last year of a reduced rate of income-tax to
companies which do not distribute a part of their profits as
dividends, and the recent limitation, for a temporary period,
of the amount that may be distributed as dividends will also
enable industrial concerns to accumulate reserves for meeting
the increased cost of replacement.

39. I now furn to the reliefs in indirect taxation.

The House will remember that in the budget for the cur-
vent year an export duty was levied on oil seeds and vegetable
oils. * This was justified at the time by the wide disparity
between the internal prices of these commodities and their ex-
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port prices and it was then felt that the levy of this duty will
not agect our export market. The effect of this duty has since
been carefully reviewed and it is now clear that its continuance
hampers the maintenance of our exports, particularly to the
dollar countries, where we have to meet severe competition. In
the interests of the export trade I propose to withdraw this

duty. The loss in revenue is estimated at Rs- 1-5 crores.

As a measure of assistance to civil aviation and to foster
the development of flying clubs and the training of Indian
pilots, it is proposed to give a rebate of half the duty on avia-
tion spirit used by air companies, flying clubs and others.
This concession is estimated to cost Rs. 40 lakhs,

Honourable Members are aware that it has been the policy
of Government to give relief in respect of customs duty on raw
materials imported for industry. In pursuance of this policy
it is proposed to give relief next year in the case of a number
of imported articles, the total cost of such remissions being
estimated at Rs. 35 lakhs.

40. The net effect of all the reliefs mentioned so far is a
reduction in revenue of Rs. 5:35 crores, raising the prospective
deficit to Rs. 20:14 crores.

NEw AnND AppiTioNAl TAXEs.

41. Before I deal with proposals for new taxation I would
mention certain changes proposed in the postal rates. With
the rapid development of a net work of air services over the
whole country, it has been decided to utilise this facility for
acclerating the delivery of mails and transmit all first class
mails, namely, letter and post cards as far as possible by air.
The existing surcharge on air mails will accordingly be
abolished and as all mails will be carried over as much of the
distance as possible by air, it is proposed to revise the existing
rates for letters and post cards. The rate for letters will be
raised from 14 annas to 2 annas for the first tola or fraction
thereof, the rate for each subsequent tola or fraction thereof
remaining unchanged at 1 anna. For post cards the present
charge of six pies will be raised to nine pies, the rate which
was in force prior to the 1st July 1946. The net additional
revenue from the revision of these rates and the abolition of the
surcharge on air mails is estimated at Rs- 2-84 crores.

42. T now come to the problem of covering the remaining
deficit of Rs. 17-3 crores. It is obvious that at the present
level of taxation there is now no scope for raising additional
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revenue by an increase of direct taxes. As regards customs
duties, the level of our import duties is, in my opinion, so high
that no substantial increase in revenue is likely to result from
enhancing them. The levy of export duties has to be carefully
regulated with reference, not so much to our revenue needs,
as to the need for maintainin% and developing the country’s
export trade which earns the foreign exchange necessary for
financing essential imports. While some adjustments may be
found possible in respect of import duties, and export duties
could be utilised to some extent, we can no longer rely on
customs duties for raising substantial additional revenue and
we shall have to depend largely on developing excise duties.

43. I shall first deal with customs duties. T propose to
retain on the tariff next year the changes made by ordinance in
November last as part of the cimpaign against inflation and
complete the process of raising the duties on luxury items,
which was then begun, by a number of further minor changes
in the tariff. To this effect I propose to levy a surcharge on
liquor equivalent to the basic duty, to raise the surcharge from
one-fifth to one-half on fabrics containing silk, art silk, wool-
lens and their mixtures and cotton knitted apparel, to double
the surcharge on artificial silk yarn and thread, earthenware
and china, and to raise the duty on paper (other than news-
print), stationery articles, glass and glassware including sheet
and plate glass, cutlery, metal furniture, flashlights, photo-
graphic appliances and clocks and watches. The additional
revenue from all these changes is estimated at Rs. 2-4 crores.

T also propose to raise the import duty on motor spirit
from 12 annas a gallon to 15 annas a gallon. The excise duty
will also be similarly raised. This will bring the duty on motor
spirit to the level in 1945-46, when consumption of this article
was regulated by more severe austerity standards, and bring
in an additional revenue of Rs. 2:55 crares, taking Customs and
Central Excises together. I have carefully considered the
implications of this course on transport and am satisfied that
it will not retard the development of transport or add mate-
rially to the cost of road transport.

My next proposal is to raise the import duty on betelnuts
from 5 annas a Ib, to. 7} annas a Ih.. with the present preference
of 6 pies-a Ih. for imports from British colonies.  This will
bring in additional revenue and will also be in the interests
nf the indigenous grower. The yield is estimafed at Rs. 1
crore. ‘
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In the sphere of export duties I propose a new duty of 15
per cent. ad valorem on exhgorts of cigarettes, cigars and
cheroots. I am satisfied that this will not affect export
market for these goods. The estimated yield is Rs. 60 lakhs.

44. T now turn to changes in Central Excise Duties. I
have already referred to the increase in the excise duty on motor
spirit as complementary to the increase in the import duty. I
propose fnr&lﬁer cha in respect of sugar, tyres for motor
vehicles and cotton cloth. I %mpose to increase the duty on
sugar from Rs. 8 per cwt. to Rs. 3-12-0 per cwt., to yield
Rs- 1-5 crores. The duty on tyres used for motor vehicles will
be raised from 15 per cent. ad valorem to 30 cent. ad
valorem, to briJ‘Jf an additional revenue of Rs. 70 lakhs. As
regards cotton cloth, as the House is aware, a duty of 25 per
cent. ad valorem was levied on superfine cloth with effect from
1st January 1949, as one of the measures against inflation.
This duty will be continued next year and in addition, it is
proposed to levy a duty of 6} per cent. ad valorem on fine cloth
and a quarter anna per yard on coarse and medium cloth. The
duty will be confined to mill-made cloth and will not be
applicable to cloth woven on handlooms. The revenue from
this additional duty on cotton cloth is estimated at Rs. 9 crores.

45, The excise duty on cloth has a long and bitter history
behind it and I must explain to the House my reasons for intro-
ducing it. In the first place, the circumstances in which we
are levying the duty today are different from those in which it
was levied by a foreign Government in the interests of a forei
industry. {n the second place, it is necessary to replace the
heavy loss in revenue resulting from the abolition n::tp the salt
duty by developing some other equally stable source of revenue.
Cloth, with a large internal production and as an article of
universal consumption, offers itself as the most obvious choice
for a tax on consumption. Thirdly, in the present conditions,
as the price of imported cloth remains high and the import
duties thereon have been enhanced considerably, the proposed
exeise duty is not likely to affect the indigenous industry. T
would also mention that this duty is likely to assist the ?and—
loom industry. I}urinE the war years when there was no con-
trol on handloom cloth and supEIies for civiian use were
restricted the handloom industry had an assured market for its

roducts: With the Indian mills steadily expanding their pro-
uction and imports from overseas also tending to increase, the
advan which the handloomt industry hadgdtmng the war
years will gradually disgppear. ‘The excise duty now proposed,



which adds slightly to the cost of the mill product, will, in some
measure, help the handloom industry to retain its market.
From the point of view of the consumer the incidence of this
duty, particularly on the middle and lower middle classes
using coarse and medium cloth, will be n ligible and in view
of the substantial revenue that is expected from it I trust the
House will accord its approval to it.

46. While on the subject of Central excises, I may men-
tion the question of rationalising the duty on matches, which
T have had under consideration for some time. The ideal
arrangement will be to have one standard size of matches but
owing to practical difficulties in production it is not possible
to achieve this. I have therefore decided that two sizes.
namely, 40s and 60s should continue in production for the
home market and I have made some slight readjustment in the
rate of the duty. Factories whose annual output is less than 5
lakhs gross boxes will now benefit by the levy of a somewhat
lower rate of duty. Necessarv amendments to the tariff will
be made through the Finance Bill but this will not involve any
change in the revenue estimates, With the provision of the two
sizes I hope that the retail prices will not exceed 6 pies and
9 pies per box and that the consumer will get the benefit of the
partial standardisation without any loss of revenme to the
exchequer.

NET RESULT OF PROPOSALS.

47. I may now summarise the net effect of all the proposals
that T have placed before the House. The various measures of
relief which I have suggested in direct taxes will result in a loss
of revenue of Rs. 3-1 crores; the abolition of the export duty
on oil seeds and vegetable oils will involve a loss of Rs. 15 crores:
and the rebate of duty on aviation s%x';'it and industrial raw
materials will cost a further sum of Rs. 75 lakhs. As T have
already stated, this will bring the total loss of revenne to Rs. 535
crores, raising the prospective deficit from Rs. 14-79 crores to
Rs. 20-14 crores. The increases in customs duties and, the new
export duty on cigarettes and cigars will yield Rs. 6:23 crores.
the net increase in Postal rates Rs. 2:84 crores, and the increases
in Central Excise Duties Rs. 11-52 crores. The final effect of
these proposals is to convert the prospective deficit into a small
surplus of Rs. 45 lakhs.

ConcrLusron.

48. Bir, I have come to the end of my atm;,v. It is not
pleasant for a Finance Minister to appear before the House
with a record of deficits and proposals for additional taxation
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but a Finance Minister is as much the creature of circumstances
as any one else. Part of the heavy expenditure which Govern-
ment have now to meet is due to extraordinary circumstances
and but for these special demands, the budget would have shown
o substantial surplus. As I have mentioned earlier, the present
economic conditions in the country make it an imperative neces-
sity to balance the budget. In Myingliresh burdens of taxation
the House will accept my assurance that I have done my best to
secure that they are equitable and that no section of the commu-
nity is made to pay more than its fair share.

49. On a survey of world conditions today, I feel that we
have good reason for taking a hopeful view of our financial
sition. We are not alone i having to fight scarcities and in-
ation. These problems confront most countries in the post-war
world: We can, however, take comfort from the fact that, un-
like some other countries, our financial position is intrinsically
sound. We have only a moderate public debt in relation to our
national income and we have considerable external reserves with
practically no external debt. We have weathered the storm and
stress of the partition and its terrible aftermath. In spite of
the heavy demands on our resources for the relief and rehabili-
tation of refugees, the import of food on an unprecedented scale
from overseas and the defence of Kashmir against aggression,
we are in 4 position to balance our budget, withont sacrificing
any of our essential schemes of development. We have made
some headway in the fight against inflation. The curve of pro-
duction is slowly rising and we have plans in hand for increasing
the food production of the country. I do not wish in any way
to minimise our difficulties or su%gast that we can take a com-
placent view of the situation. A alanced national budget may,
and often does, cover a multitude of ill-balanced family budgets.
In this respect, we have still a formidable task ahead of us, the
task of fighting want, sickness and poverty and raising the living
standards of the millions to whom the emancipation of the
country will be a mockery unless it is translated in terms of
opportunities for a fuller, freer and better life. This task is
not beyond our resources but it requires the co-operation of all
classes and sections of the community in a spirit of partnership
in a high adventure. I have no doubt that this co-gperation
will be forthcoming and T pray that my stewardship of the
finances of the country may contribute in some degree to the
accomplishment of this task.
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SUMMARY OF FINAL ESTIMATES.

Revenue,
{In lakhs of Bs.)
Revised. Budget.
1948-49 1949-50
Customs N T L 107,25
_ -4 3,08%
{entral Excise Duties e 50,25 57,76
+ 11,52+
Corporation Tax .. 07,25 41,81
Taxes on Income other than Cnrporntmn Tax 100,75 118,19
'—'ﬁ¢10"
{)’pmm 1,08 1,15
Interest 1,42 1,19
Civil Adm:mstmtlon 7,05 6,78
Uurrency and Mint 13,05 9,70
Civil Works i 1,02 1,02
Pre-partition R&c.a:pt.a 13,40
Other Sources of Revenue 6,52 5,37
Posts and Telegraphs
Net Contribution ... 3,73 1,68 }
+2,84%
Railways
Net Contribution 7.04 4.72
Deduct—Bhare of Income- Tax revenue pay-
able to Provinces . . —41,79 — 48,85
+8,00*
Torar RuvENUE ... 588,332 892 98
Expenditure.
Direct demands on revenus ... 2 . 9,88 10,06
Irrigation - B 12
Debt BServiees ... 89,91 80,20
Civil Administration 88,85 40,50
Currency snd Mint 2,76 2,28
Civil Works B,15 7.82
Pensions . 2.68 2 68
Mmcsllrmaous—
Expenditure on refugees ... 19,45 0.85
Subsidy on foodgrains 31,96 82,07
Other expenditurs ... 5,80 5,12
(3rants to Provinces, ete. 2,06 2,96
Extraordinary items ... 2,21 2.08
Defence Barvicas (net) ... 155,48 157.587
Pre-partition Payments 20,75 10,00
Torar. EXPENDITURE 339,87 822,58
Dericrr —1,556 SurrLus +45

*Budget Proposals.

GIPD.—B2—550 M of F—1-3-40—1,000.
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I—GENERAL STATEMENT OF THE REVENUE AND

[In thousands of Rupees)

.

For
datiils Budget Rawvized Budget
tida Estimate, Esttmoate, Egtimat-
Htate- 1945-49 1845-40 1940.5
inant
Revesve— . | e U
Principal Hendg of Reventie—
Customs A 80, 76,00 1,17,26,00 |1,07,26,00
- 3,08,00
Central Excise Duties i 46,87,00 50,25,00 | 57,75,00
s 11,62,00%
Corporation Tax P 49,80,00 67,25,00 | 41,81,00
Taxes on Incowe other than Corpora-
tion Tax - == . : o 41,17,00 a8,96,00 68,34 00
—3,10,00%
Opium * 5 A i ~ 1,431t 1,08,17 | L1,17.84
Other Heads | : ; ‘ : ” 3,00,80 3.47,86 3,710,746
ToTan PRINOIPAL HEADS E,EEII,T(; g_rgg_g_Traé E.BI.UE,HHI'_
| 12,4000+
Railways (Notft . w 45000 | Ta400{ %7105
Lrrigation ; Net Receipts ’ ‘ : o 83 —19 47
Posts and Telegraphs : (Net) + 77,06 3,70.66 | 1,033
2,84,009*
Debt Services A 1,17,25 1,41,81 1,18,62
Civil Administration i 5,11,60 706500 | 878,04
Currency and Mint & 840,10 13,068,21 9,60,51
Oiwvil Works and Miscallaneous Publio Im-
provomeants X A - : i . 81,24 1,01,88 102,06
Miscsllansous . ' : ' = 1,25,37 2,05,44 1,68,43
Contributions and Miscellaneons Adjust-| -«
monts between Central and Provineial
Governments : E z g o L ira
Extraordinary Itams % 13,490,385 oy
i 3,07,74,11
15,24,00%
Toran REvENTE . 2,66,24,45 | 3,38,82,11 (§.82.8811
DeFciT . 2,13,38 1,56,08 ol
ToTAL 2,57.37,83 | 3,20,87,17 '3,22,08,11

* liffect of new Proposals.

T Figures shown net ; the éxpendilure shown in Statercent B has
of the receipts shown in Btatement A,

Nota.~—The actuals for 1947-48 (Post-partition) hav

that period have not yet heen finally olosad,

heen taken in reduction

o not been given as the accounts foy




EXPENDITURE MET FROM REVENUE OF THE CENTRAL GOVERNMENT
[In thousande of Rupees]

. For
= details, Budget Revised Budget
vide Estimate, | Estimats, | Estimate,
Biate- 1048-40 104840 1940-50
ment n
FXPENDITURE—
Diirect Demands on the Revenue B 8,808,456 9,88,00 10,08,17
Irrigation i . I8 . 18,49 7.81 12,21
Debt Bervices , - o 4]1,16,28 39,00,97 38,29, 34
Civil Administeation ” 34,565,856 38,324,683 41, 50,22
Currency and Mint - 2,10,82 2,76,20 2,22,80
Civil Works and Miscellsnecus Public
Improvements s . o 7,21,31 8,15,61 7,831,406
Miscellaneous N = 36,93, 20 50,39,61 50,62,17
Defenee Services {a) « : < i 1,21,07,78 1,606,42,80 1,67,36,62
) i L P
Contributions and  Miscellancous Ad- |
justments between Central and Provin. "
ein] Governmente 2 : 5 2,065,588 2,45,62 2,05,62
Extraordinary Itenes | 4 - ] = 3,15,83 22,06,08 12,08,07
Toran EXPENDITURE MET FROM =
RevEsUE 3 ] i ; 2 67,37,83 5,89.87,17 | 3,23,6,77
BumrLus i . 45,94
ToTaL 2]57t3'?i8'3 3,39,8?,1? ] Eiﬂglgall I
=

(a) Figu'_reg ghown net ;-the mw%“ ghown in Statement A have been deducted from the

Bxgmdﬂ-m-n shown in Stat-emm

*
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I1.— GENERAL STATEMENT OF THE CAPITAL RECETPTS
[In thousands of Rupees]

[ For
detai =, | Budget Revised Budget
vide Estimate, Estimate, Estimate,
Btate- 1648.49 1948.49 1949-50
ment
RECEIPTE
-
CAPITAL ACCOUNTS NOI MET FROM o
Revenvn—

ToTAL—LAPITAL ACCOUNTE . - il
Permanent Debt (net) . d - .|C&D 46,22.32 p 13,36,41
Floating Debt (net) . ; I ; & 10,00,00 | 2,74,85,00 5,00,00

o/
Unfunded Debt (net) . . E . a5 32,32,22 33,78,06 39,34,83
Deprociation and uthu.r Reserve Finds
(net) . “ . 7 i i ¥
Appropriation  for  Reduction or
Avpidance of Debt (net) . i 5,00,00 5,00,00 &,00,00
Other Depoeit Transactions (net) . 55 X
)
Loans and Advancea by the Central Go-
vernmant (net) . . F . - ik
Toran Carrrar Recumprs 93.54,54 | 3,13,43,00 62,71,24
DuFioiT ON CAPITAL AQCOUNT . 1,12,67,14 1,85,08,06 1,34,10,25
iy
2.06,11,68 | 4,98,52,11 1,06,81,49

ToTaL .




“ AND DISBURSEMENTS OF THE CENTRAL GOVERNMENT

[In thousands of Rupees,]
For
details, | Fudget Revised Budget
vide Estimate, Estimate, Estimate,
State- 1948-48 1948-49 194 8-50
ment
F
CAPITAL ACCOUNTE -NOT MIT FROM
REVENUE—
Ruilway Capital (as shown in .
Railway Budget) . g , . D 24,44.90 27.14,52 28,490,456
Capital Outlay on Vizagapstam Fort

{as shown in Railway Budget) ; i 19,30 (16,08 14,66

g:ls:@ and Ta]ngrup]n y * : e 3,27,03 :,93,39 3,81,81

, Forest i N ) (- " 99,26 " 90,26 " 34,95
Security Printing Press % 42,09 18,96 28,89
Trrigation . . . # 56,61 1,16,38 3,22,62
Indusatrial I}mrﬂlnpmuﬂ i R ¥ 7,87,60 10,83,74 15,14,62
Civil Aviation . . : . i 4,08,84 2,00,00 2,82,00
Currency . : . : 2 i 3% 7:60 5,90,73 4,16
Mint . : ; = - ol i, i 85,456 | 80,87 87,06
Civil Workes i 11,10,53 5,67,86 7,30,62

icaltural Impmvemﬁnt. and Re.!na.mh ¥ 41,05 7,06 13,50
Initial Expenditure on N&w Capital

at Delhi . . i i : i 3,24,28 1,76,22 1,60,78
B'rc-s.d.cna!tm = 69,71 68,00 96,00
Puyments :rf Commuted 'Value of -

Pensions . o —18.41 1,18,37 23
Capital Outlay nn B'barhng' P&nslonu ‘ i wn 2,15,687,81 —T7,41,79
Payments to Retrenched Permnnal i o —15 —a8 —T8
Defence Capital Outlay 3 o 14,98,76 §1,66,17 3,20,00
Schemes of State Treding . - 25,97,88 —1,78,30 7,808,860
Grants to Provineial Gnv&mmnnt-u for

Development . o 50,00,00 18,00,00 26,81,00
P,pymautn to Pak:stqm for Umque |

Institutions . . - 6,07,98 02,02

ToTAL {!J.m':u_t. ACCOUET . B 1,28,12,73 3,00,64.11 04,682,582
Permanent Debt (net) . . C&D d 49,90,70 o
Floating Debt (net) . i = 4 5 Vi i
Unfunded Debt (net) .- . . . " an .
I)eprau:ptmn and other Rererve Funds
> 11,549,600 6,43, 886 15,73,74
,1 prur.'.'-mn far Reduutu:-n or .&vm, ’
ce of Debt (net) . i . .a e =
Other Deposit Trsmaa:ctmns (nat} in 16,18,12 11,004,056 16,76,82
Loans and Advances by the Cemtrul A
Government (net) . = . ., 50,21,33 40,49,39 66,80,61
AL CAPITAL DISBURSEMENTS ‘ 2,08,11,68 | 4,08,62,11 1,06,81,48
guePLUE oF UAPITAL ACOOTNT - P o e
ToTaL . 2,06,11,68 | 4,98,62,11 | 1,96,81,40
JE—— —
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- III—GENERAL STATEMENT OF THE RECEIPTS AND

[In thousands of Rupees]

For .
detail Budget Revised Budget
vide Estimuate, Estimate, Estimate,
state- 1048.40 1948-40 1948-50
ment
RECEIPTE
Revenue Surplus (as shown in Part I) . 45,34
Surplus on Capital Account {as shown in
* PartII) . e »
Miscellaneous anna:t.e and Advances
~ (net) : = 3 ; 2 E 11,35,08 16,84,76 28,21,87
Remittunces (neh) . ' 700 86,51,00 40,00
Transfer of Cash between Luglund snd
India (net) : . X L 1,668,867
Toran Rucuimrrs 12,10,08 78,02,43 29.07.21 |
OPENING BALANCE . E | L58,61,35 | 2,74.61,00 | 1,62.99,31
ToTar 1,71,71,43 3,49,63,43 | 1,92.,00,52

|

i




T

DISBURSEMENTS OF THE CENTRAL GOVERNMENT

[In thousands of Rupees})
details, | B Re Budge
i 0 ek, vised b
vide ]s‘.a.tuig:guta, Estimate, Ehtimate,
Btate. 104845 1948-49 1840-50
mant - ,
DISBURSEMENTS ]
BRevenue Deficit {as shown in Part I} . 2,18,38 1,65,08
Defleit on Cupital Account (as shownin :
Part I1) adE T . 1,12,67,14 | 1,85,09,06 | 1,34,10,25
Deposi Tances - -
(net) . z ; ; : - E
Hemittances (net) . . . : . a4
Transfer of Cash between England and
Ind-'l“ ['ﬂﬂt] . - = a 7]
Torar—DISBURSEMENTS 1,14,70,562 1,56,64,12 1,34,10,25
3 | (SRS
Unosiwe BALANOE E 57,00,01 1,62,09,31 57,08,27
1
ToTAL 1,71,71,43 3,49,63,43 1,08,06,62




]
A.—Statement of the Revenue of the Central Government

[In thousands of Hupees]

Increase Increass
Budget | Hevised | (+)De- | Budget | (+) De-
Heads of Revenue Estimate, | Estimate, | crenge (—)| Estimate, | crea )
1945-40 1948-48 | a8 compar-| 1940-50 |asco =
od_with ed with
lldE'ﬂ't
1845-40 194B-49
PRixcirar. EEADS oF REVENUE ) .
I.—Customs . - N 80,76,00 |1,17,25,00 |+ 36,40,00 | 1,11,28,00 | —6,03,00
II.—Central Exciss Duities 45,07,00 | £0,25,00 | +4,28,00 | 68,27,00 [-+18,02,00
HI.—Corporation Tax e 48, 80,00 57,26,00 | 4 7.46,00 41,81,00 |—16,44,00
IV,—Taxes on Income other than
Corporation Tax 51,17,00 58,96,00 | 4-7,79,00 66,24,00 | -+-7.28,00
YL—Opium . i . 1,40,30 1,08,17 —32.13 1,17.84 + 8,67
VII—Land Revenue 12,77 13,42 485 13,40 —2
VIII.—Provineial Fxgise 76,96 B340 | © 417,44 93,10 —121
IX.—8tamps . : 1,38,78 1,54,66 | = 115,78 1,67,62 42,08
X.—Forest F 60,12 60,97 +88 81,14 | 420,17
X]1.—Raegistration . 2,60 1,39 —1,11 1,38 .
XIT,—Receipta under Motor
Vehicles Acta. 7.21 9,66 + 2,45 B,64 o
XTI, —Other Taxes and Duties 12,46 14,46 42,00 14,44 b
ToraL 2,82,20,10 | 2,88,27,03 |--56,06,93 | 2,08,43,60 |1-5,16,674
IRBIGATION — ¥
X VIL.—Works for which Capital
Accounts gre  kept— Grosa
Heceipts . : . 78 T4 +1 75 +1
Deduct—Working Expenses 30 1,23 — 43 85 + 38
Net Receipts . —1 —40 | . —42 -10 438
EVIII.—Works for which no
Uapital Accounts are kept , 90 30 —680 a7 +27
ToTaL 83 —18 —1,02 47
Pogre AND TELEGRATHS—
XIX.—Posts and Taltlg:mphﬂ
Gross Receipta, ; 26,80,00 | 20,20,00 | +2,69,00 | 38,10,00 | +3.81,00
Dsduot—Working Expenses . | 24,8541 | 24,656,708 | +19,63 | 276707 | —3,01,23
Net Reoeipts . 1,74,60 |  4,63,22 | 32,8568 | b64299 | 7997
Dmnt SERVIOES—
X X.—Interest ] s 1,17,25 1,41,81 + 24,56 1,18,62 | —28,10
Carried over 2,85,12,77 12,04,81,87 |+ 59,19,10 | 3,00,05,68 | -5,78,81




]
A —Statement of the Revenus of the Central Government—con#d
[In thousands of Rupeesy

»

Wagds of Hovenue

'

Brought forward .
L]
* CIviL ADMINISTEATION — -

XX —Administration of Justice
XXN.—Jails and  Convict.
Bettleménta : = :

XXII.—Police

XXIV.—Ports and Filotage .
X XV.—Lighthouses and Light-
KI’?'}IH:EEdumLim: .
XXVIL—Medieal .~ .
XXVIIL—Public Health . &
XXIX,—Agriculiyre : z
P XX.—V&ferinnry . e

' XX XI—o-gperation . .
EXXM.—TIndustries and Supplie
XX XUTL—Avistion - :
XX XIV.—Broadeasting -

XX XVI.—Migoellaneous Depart-

ments - o %

Toran

T Cvmpexoy uxD  MinT—

- XXXV .—Currenioy . -
XEXXVIIL—Mint

ToraL

Crviz. WoREs, ETC.—
XX XIX . —Civil Works

Carriod over

> Tnerease Incroaso
Budget Rovised (- |Deerea-] Budget (~F JDecren-
Estimate, | Estimate, | se{—) a8 | Estimate, | se(—) as
194849 | 1048.49, | compared | 104950 | compared
wit. with
"Budget, Revised,
-] 1045-49 194849
2.35,12,77 | 9.04,31,87 |+59,19,10 |3,00,05,68 | - 5,73.81
6,16 7,04 41,78 7,08 =ik
44 54 440 84
2,61 4,16 +1,65 2,67 —1,49
42,18 51,85 | —10,51 o188 | —10,12
8,49 9,08 +1,48 6,32 —06
2,37 8,52 +1,16 3,52 =5
3,40 4,13 +73 3,83 = |
19,72 8,13 —11,59 8,00 —13
10,02 8,89 —1,13 1,837 4304
13,50 12,83 —(7 13,88 485
1 3 +2. 3
2,04,20 | 4,90,08 | +1,0583 | 480,15 | —20,08
18,00 30,04 +12,04 30,00 —d
37,00 54,50 —2,50 40,06 45,66
54,42 58,32 +4,90 54,46 46,14
T aaLee | 70800 | +1,9540 | 67804 | —27.06
780,78 | 11,0402 | +3,23,34 708,04 | —3,08,08
159,32 | 201,00 | 441,77 1,7347| —27.62
040,10 | 13,0521 | +8,65,11 | 9,80,51 | —3,35,70
S— I——— _'— -4
81.2¢ | 101,83 | +20,58 | 1,0208 +28
2.50,45,71 | 3,15,44,00 |+64,98,20 |3,17,55,29 | +2.11.20
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A.—SBtatement of the Revenue of *he Central Government conold.

*  [Inthoussnds of Rupees]
In reage
¥ | Tuoe (5] Do.
Budget Revized [;H' {'_} Budget - | creaa
Heade of Revenus : Estimate,| Estirate, : ;“BI i atimate, ns con
=| 1848.49 | 104840 | BTIOMEATY o405 | ed wies
Bdgﬂ’il i Revised
Budget, 49"
1045-49 L9
Brought forward, | 2,50,45,71 | 3,15,44,00 |- 64,08,20 | 5,17,55,20 .|.2.11i29

MIscELLANEOls—

XLIV.—Roaceipts in aid  of

Supersanuation . 11,32 9,06 | —2.26 25,1% | 186,07
XLV, -qt.a'.iunnry and Printing. 45,33 40,33 4,00 45,97 _3,36
XLVL —Midollaneaus i 68,72 2,387,056 | +1,68,33 05,33 | —1,41,72

Torah . | 12687 20541 +17007| 16043 | —L2801

DrrENCcE SEavigms.

XLVIL —Defenes Recaipts—

Effective E 8,47.23 0,47,54 | +1,00,21 11,01,30 | 41,63.85
XLVIIL —Defonce Roceipts
Nuon-offective £ . ' 3,00 4,015 2 1,08 1,28 —2,80
Toran” .| 85038 051,02 | {10120 | 11,0967 | 115105

CoNTRIBUTIONS AND MISGELLA-
NEOUS ADJIUSTMENTS BETWEEN
CENTRAL AND PrROVINOIAL Qo-
VERNMENTSE—

L. —Miscelluneous Adjugtmenta
botween Cont sl nnd Provineia!
Goyernments .

Extpaonpinary Irmys—
LI.--E&Lraoniinuy Recaipts
LIIB.—.Civii Dafonce

9,83 49,33 Ll —,28
LITQ.—Fropartition Receipts | 2 13,40,00 [4-13,40,00 —13,40,00
Torar .4 .| .| 134938 |{1sa098| .. |_13.4088

Rarcway ReveExums s PER '
Ramnway Bupger i . 43,86,72 | 40,23,50 +6,86,87 41,04,42 | 4 1,80,83

Torax Ruvenve . | 2,03,58,13 | 2.50,69,08 487,085,885 | 3,71,28,81 | —0,35,17
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B.—Statement of the Expenditure mot from Revenus of

11

&
the Central Gﬂfammnnt

[In thousands of Rupees.]

[oads of Expenditurs ™

DIBEST ~DEMAXDS ON THE

1.— Customs . . i :
g Central Excise Dubied >
8.— Corperation Tax. ; .
4. Taxes on Income other than
Corporation Tax. . .
6.— Opigm_ . ‘ . .
1— Land Revenue . .
§.—- Provincisl Excise : .
9.— Btamps - ; 5 i
10.—Foreat : . i :
11.—-Registration : : .
12,—Chargés on account of Motor
Vehiclea Acts . & .

18.—Other « Taxes and Duties -

ToTaL

&
b *Ruvinte AccouNT oF IRRIGATION

WonEs—

17.—Interest on Works for which
Capital Accounts are kept

18.—Other Revenue Expenditure
ToTAL

(APITAL AGCOUNTS OF IRRIGATION,

Ero. WORKS MET FROM REVENUE—

19, —Construction of Irrigation

Works financed from ordinary
Rovenues . . " .

PoSTs AND RAPHS RE-™

VENUE ACCOUNT—
9(), —Posts and Telegraphs—
Tnterast on Debt i
Posrs AND TELEGRAPES (APITAL
AccouNT MET FROM BEVENUE—

91 Capitsl Outlay on Posts
and Talographs . . .

Cagriad over .

Increase
{4) De-
Budpget Hevised |oreaze|—)
Estimate, | Estimate, | as com-
1948-49 1048-49 [pared with
Budget,
| G549
12807 1 1,8676 | 427,79
297,17 3,33,81 436,04
54,63 05,04 | 411,31
-
1,18.23 1,14,63 —3.70
4,00,81 §4.86 | —16.45
2,47 3,12 +185
0 i d 6,31 —88
1,10,49 1,40,08 430,40
71,60 74,83 43,23
10 28 +9
61 6,98 * 487
11 ' 15 + 4
20845 | 9,88,05 | -+59.60
v5 g * =+
783 | 4,06 —2,87
T 88 | 587 & 01
W
4,71 1,94 —2.71
’
86,63 00, 66 —0.87
008,57 | 10,8058 * +77.05

Incropse
(-+) "De-
Budget |creasa{ —)
Estimate,| as com-'
1040.50 [pared with
Reviged,
1948-49
1,46,74 —10,02
2,45,18 4+ 11,87
55,21 — 10,73
1,31,85 | +17,32
L1047 | 20,41
4.39 + 1,27
750 41,48
100,50 | —31,48
92,04 418,11
2 =2,
6,82 —16
15 -
\ "
10,067 | +18.12
41
8,08 + 3,13
9,00 +3, s
8,21 +1,27
RN - O M SE—
05,560 44,80
-
11804 | F2Ta2
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12
B, Statement of the Expenditure met from Revenue of the Central
- Government—contd.
[In thougands of Hupees,]
1 Incroase Inereasn
(+ }-""Dt_a- k)
. Budgat Rewrjuad —I'] j Bur{gul. PSR
Hends of Expendituro Estincate, | ¥gtirrate, | as compa- | Estin ate, (as compar-
¥ 184540 1948.40° red with 194850 ad with
Budget, Raovised,
1945-40 1948-49
Brought forward . | 10,08,57 | 10,80,62 | +77,06 | 11,18,0¢ | 27,42
ﬁsnm SERVICES— -
22 —Interest on Debt and other 3
Obligations . + | 81,8L93 | 61,4106 | —380,98 | 03,3274 | +1,00,70
Dieduot—TIntereat t.runafarrbd to—
Railways - . . - | 22,8081 | 222433 +28,43 | 22,8854 | —64,10
Irngn.tmn ; a5 af +-4 &1 _
Posts and Telegraphs 96,84 90,84 45,08 95,60 —4,80
Provinetal Govermments 1,09¢.02 1.06,39 - 2.81.60 — 85,21
Commuted, Value of Penslons 18,00 11,02 —1,02 10,24 +78
Other heads . . . S03 | 12762 | —1,1869 | 22645 | —08,83
TOTAL TRANSFERS 25,6565 | 26,51,18 | —865,63 | 20.03,40 | —2.52,92
Ner  36,16,28| 34,0077 | —1,25,51 | 34,2034 | —61,4%
23.—Appropristion  for Reduo-
tion or Avoidance of Deht 8,00,00 5,00,00 i 5,00,00
Torar . | 41,1628 | 39,0077 | —1,25,51 | 30,20,34 | —61,43
. —_ e -
Crvil ADMINISTRATION —
-
36.— Genoral Administration . 6,79.38 7,47,70 -+ 5,32 7,78,38 +30,08
26.— Audit ’ 189,58 2,28 88 + 39,30 2,84,76 45,88,
97, Ad ministration of Justics . 16,42 29 94 + 6,82 19,10 —3, 14
‘28, Jails and Conviet Settlénents 6,22 .05 L+ 2,83 T A2 — 1,68
20.—Police . : 2 1,25,50 1,769,683 -+ 5,04 148,90 | —30,64
30,—Porta and P:Intu.gﬂ 54,77 40 92 —4.85 62,08 413 07
2l.—Lighthouses and L;ghtshlps 8440 9,98 + 1,49 9,32 -
32, _Eceolesinstical 2.53 8 2,60 + 18 15 —
34.—Tribal Areas . . . 71,08 78,75 +4,67 1,10,00 484,95
35, —Extornal Affairs - 2,08,81 2 56,42 447,81 2,54740 + 2,08
Eﬂ — Beientifie Dﬂpartm&nts 3,27, 3,650,368 +22.46 6,080,168 | - 1,58,80
37.— Education : i 1,52,37 | ' 1,82,27 +9,00 1,04,50 482,82
38.—Medical . e Lag,22 | 11863 | —2o50 | 1,1214 —4,49
38, —Public Healt . J 62,83 61,50 —1,24 | 78,37 + 18,78
40.—Agrieulture ., . . 1,0287 | 28674 | +73,87 | 1,12,20 |—1,54,54
41— Vetari : : : 37,30 30,93 —8,47 32,37 + 1,45
42.—Co-operation . 1,13 1,53 + 70 1,19 — 64
43.—Industries and Eupphna . 6,18,73 703,18 + 84,45 0,88,28 —14,95
44— Avintion . . ; g 2,13,08 | 1,83,00 | —20,88 | £,53,00 | 460,00
46.— Broadeasting . 1,32,57 | 1,38,11 43,64 | 1,8232 | +48,21
47.—Miscellaneous Depargments. | 206,00 [ 22074 | +2275 | 25601 | 2637
ToraL .| 34,5585 38,3463 [ +3,78,78 | 40,60,22 | +2,15,59
0 Carriod over . 85,80,70 | 89,1182 | +3,31,22 | 90,0350 | +1,81,58
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B Statement of the Expenditure mot from Bevenue of the Ceniral
Governmeny—conid.
[In thousands of Rupees. ]
| Tnerease | Increase
‘: +} D '.'+ J Diz-
Budget Revised | crease (—)| Budget crease (—)
Heads of Expenditure Eatimnte, | Bstisgate,| a8 com- | Estimate, | &8 com-
1945-49 | 1948.4 pared 194850 pared
- with with
- Budget, Revised'
194540 1048-40
Brought forward | 8§5,80,70 ‘Hﬁ,t 1,62 | +881,22 | 60,9360 | +1,81,58
CURRENCY AND MIiNT—
48 —Currency ¥ . | 1,056,580 1,20,20 }- 14,70 01,42 —25,78
40 —Mint . 1,14,32 1,56,00 +41,77 1,28.47 | —27.82
Towas . | 21689 978,20 | 56,47 | 222,80 | —63,40
Crvin WoBKS, ETC.—
50.—Civil Works » . 70181 | 81651 | +9420| 781,46 | 84,06
MiSCELLANEOUE—
fd. —Famine N i i
54-A.—Territorial and Politi- 23,40 - 22,32 =108 82,73 + 40
cal Pensions. +
5 =Superannuation Allow- 2 46,80 2,43.34T —48 2.45,34 1,00
ances and Pensions,
a6, —Btationery and Printing . 1,856,687 3,02,55 -+ 1,36,B8 1,80.20 | —1, 13,356
57— Miseellanoous | 818733 | 58,8840 [422,11,07 | 46,0401 | —7.63,49
ToTAL | as,03,20 | 59,99,61 |+28,46,41 | 50,62,17 | —8,77,44
DEFENCE BERVIOES— )
58, —Defence Bervices—
Effective ; 1,18,38,44 | 1,52,66,23 |+ 84,21,70 | 1,54,97,96 | +2,42,73
58, —Defence Bervices—
Non-Effective | 11,2487 12,3909 | +1,14,52] 13,41,83 | +1,02,14
Toras 120.08,11 |1,64,04,42 | 86,86,31 | 1,68,30,20 | +3.44,87
Caeried over® . . | 2,60,.8,14 | 8,24,37,75 | +63,64,61 | 8,10,40,31 | —4,88,44
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B.—Statement of the Expenditure met from Revenue of the Central
: Government—voncld.

'l

[In thousands of Rupees. |

RuvExUH,

Increase Ineronss
{+) De- {+) De-
Budget | Revized | croass(—)| Budgel |crease (—)
Hogpds of Expenditure Esiimate, | Estimate,| ascom- | Estimate,| as com-
1948.4% | 1948.49 pared 1948.50 pared
with with
Budget, " Revised,
104848 i 1D48.48
Brought forward . ‘I,ﬁt.ﬁ.’!.li 3,24,37,75 |4- 63,64,61 | 3,10,49,31 | —4,38.44 I
CoNTRIBUTIONS AND MIscELna-
HNEOUS ADJUBTMHENTE BETWEEN
CENTRAL , AND PROVINCIAL
GoOVERNMENTS—
81 —Grants-in-aid to Provin- | 20500 | 2,85,00 2,95,00
eigl Governments.
62, —Missollanealis Adjust-
ments  between — Cantral .
and Provineial Govern-
ments . 1] i 52 62 —32 a2
ToTaL 2.06.82 2,095,682 —2i 2.95,62
]
EXTRAORDINARY ITHMS— =
- -
#3.—Extraordinary Charges s
83. A —BExpenditure connect- 3,14,63 2,18,94 —85,69 204,33 —14,61
od with Post-War Planning !
and Developmant,
64 B.—Civil Dofence . . 1,20 414 04 1,74 —d40
64-C.—Pro-partition Payments . 20,75,00 |+20,75,00 | 10,00,00 |—10,75,00
( ToOTAL 3,15,83 | 22,0808 |410,80,25 | 12,08,07 (—10,00,01
Rarnway Exruxprmuas as pen | 28,8672 | 31,8980 | +3,02,87 | 90,82,47 | +4,42,88
Bamnway BUDGET,
Torar—ExrENDITURE MET FroM |2,05,71,51 | 3,82,10,04 |4 56,47,63 4,70,83,47 | —11,36,67
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ll-Bhbemeq.t of the Capital Receipts of the Cantral Government ,
: E [In thousands of Rupees]
'
Budget Rovised Budget
RECEIPTE Ertimate, Estisnate, Estimate,
' ; 1648-40 16458-49 184550
CAPITAL ACCOUNTS NOT MET FROM REVE- : P
NUE. :
Pueiic DEpz—
A.—Debt raised in Indin—
I.—PERMANENT DERT—
3 per cent. First I}&velmpmunt Loan, }
1970-75 . S
2} per eent, Bunda. 1050
Do, 2nd Vietory Loan, 1959 ﬂ]
3 Do, Conversion Loan of 19468 . 1,50,00,00 | —-55,04,56 &5,00,00
H Do. Loan, 1976 . L .
§3 "Do. ILoen, 1962 . . . ‘.
ﬁ Do. Loan, 1861 . . : !
< 8l Do. Losn, 1964 , . . Ll
24 Do. Loan, 1855 . . da «|J
Torat .| 1500000 | 650436 | 850000
II.—<Froarmst Duopr—
Treasury Bills ; s . - = 3,61,00,00 | 11,86,72,00 | 14,89,29,00
Treagury Deposit Receipts. . . . T £,00,00 11,55,00
L ]
Other Flosting Loans . . . i we
=, A I
Torar ¥ 5,61,00,00 | 11,90 72,00 § 15,00,54,00
N
B.—Delt paised Th England—
Permanent Debt 3 : e
Toraz 58 4
Un:rmrn Depr— 5
Depogits of Serviee Funds : Sl o 21,09 20,48 18,78
Post Office Bavings Bank Depogits . . 74,40,30 86,75,00 87,70,90
Defence Bavings Bank Deposits . : ok M., i
Poet Office Cash Certificates . - . . o
Defence Bavings Certificates . e i A =
National Savinge Certificates c $2,00,00 22.91,00 26,00,00
Hitate Provident Funds 10,600,565 14,44,67 11,78,66
Other Accounts 1,21,74 525,10 1,10,06
ToraL 1,01.34.&—1 1,21,56,00 | 1,24,78,30
’ Carried over . P . 6,18,84,68 | 13,67,22,26 | 17,10,62.30
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(.—Statement of the Capital Rmuh of the Contral Government—eontd.

. 3 i [In thoutands of Rupees |
Budgot Ravised Bx{du-m..

RECEIPTS Estimate, Fstimata, Eatimate,
1048-49 1048-48 164950

Bronght forward . | 6,18,84,08 | 13,67,53,26 | 17,10.62,30

— e

— e e e ]

DPEPusITS AND ADVANCES—
Depreciation and other Reserve Funds-—
{a) Interest-bearing—

Railway Depreciation and Reserve Funds

as por Reilway Budges. . . . 15,9854 18,98,14 16,19,33
Railway Betterment Fund ss per Railwa -

Budget. . ; p : : 1,16,54 1,85,:42 40,33
P. & T. Renewals Reserve Fund 5 # 71,03 71,03 71,03
Other Reserve Funds g 2 = . 8,55 15,73 lp,a83

(b) Nen-interest bearing—
Defence Roserve Fund o .

Other Heserve Funds | . : : 2,78 7.94 10.8]1
Appmpr}nt-iun for Reduction or Avoidance

of Doht—

Sinking Funids . : - ‘ acd . -

Other Appropriations . . . . 500,00 5,00,00 5,00,00

Other Deposita and Advances—
(o) Interest-bearing—

Optional Deposits of Excess Profits Tax
under the Indian Finsnce Act, 1942, i i 'y

Compulsory Deposits of Exeeas Profits Tax
under Ordinance No. XVI of 1943, . 3,80,00 5,50,00 3,25,00

Anticipatory Deposits made after pro-
visional assessment of Excess Profits Tax. ~22,00 20,00 4,04

Deposits towards paymont of — Excess

Profits Tax. 4 16,00 2,00
Deposit towards payment of Income Tax . 1 2,00,00 26,00
Advance payment of Tax under Section
18-A of the Income Tex Act: ol 40,00,00 £, 00,00 26,50,00
Villuge Collactive Spvings Accounts - i e o
P e et s
Carried over . i,47,10 74,04,26 52 58,83

i & — I —— o

Carpiald over . 6,18,84,68 | 13.87,33,26"' 17,010,062 30




17

¢ Statement of the Capital Receipts of the Central Goyernment—contd,
[In thousands of Rupsees]
Budget Revised Budget
RECEIPTS Eetimate, | Estimate, | Bstimate,
1948-43 1948-48 104960
Brought forward 6,15,84,68 | 13,67,38,26 | 17,10,62,30
o e T e
Brought forward 66,47,10 | 74,0426 52,58,83
(b) Non-interest- beannp-—
Silver Redemption Rewvﬁ " . e 20,00 20,00 20,000
. Cemtral Road-Fund 7 " 2,15,00 2, 15,00 2,20,00-
Civil Aviation Fund : . . 3,00 3,00 3,00
Fund for Development of Civil Aviation . :
Fund for BEeonomic Davelopment and Im-
provement.of Rural Areas. - " . .
Fund for Development of Broadeasting - e 8
Fund for the Benefit of Cotton-growers . s e :
Cotton Textiles Fund . - - x i
Cotton Textiles Equalisation Fund . = 4 . 1,64 ;
Bugar (Temporary) Exeise Fund - . i ald
Reserve Fund for Protection of Eugar

Industry - 3 ; 1,88,00
'.Fund for Relief of Ground-nut Cultivators. ‘ .

Cosl Mines Labour Welare Fund . i 79,20 4
Cosl Mines Labour Housing and General '

Welfare Tund . L . 2 73,00 83,00
Micq Minea Labour Walfare Fund 12,00 16,00 15,00
(oal Production Fund . : -

P. 0. Certificate Bonus Fund . 2,13,55 1,88,60 1,67,40"
Deposits of Loeal Funds . i [ 3,70,76 3,01,00 3,21,04
Civil Deposits | S I = 60,50,43 §4,09,59 85,00,21
OMecDeposits. =+ o+ -1tk 28,22,99 95,95,28 32,39,70
Carried over Loion12 | 2084417 1,78,20,08
S - || SIRBAAE., 15,67,33.26 | 17,10,62,30.




1B
'C.— Siatement of the Capital Receipts of the Central Government—concld.

[In thonsands of Rupees]
== L
Budget Revised Budget
RECEIPTS Estimate, Estimate, Estimate,
v 1948490 194840 1549-50
= i USRS L1, B, S
Brought forward is ©,18,84,08 | 18.67,33,26 | 17,10,62,30

Brought forward 1,64,64,12 | 2,04,44,17 | 1,78,20,08

Aecount of Paymuﬂt in respeot of pro- -

visional assessment of Excess Profits Tax. 75,00 85,01 16,00
Dvposit  gocount  of mfm-urlahl& Lmsﬂ

rofits Tax s u . 1,40,00 2,54,00 | 72,00
DEmsit acoount of refundable Central
come-tax Surcharge . . . . =5 -

Deposit  aesount of interest on Kxoess

Profits Tax Deposits . . . : 20,00 21,00 2L,00
Deferved pay of Indian Troops . 1 50,00 112,00 1,10,00
Post War Reconstruction Fund . . 4 "a ..
‘Other Aveounts 5 T . = 1.83,01 4,66,88 8,22,13
Value of One-rupee Notes isaued | ; 56,00,00 &,00,00 5,00,00
Purchases and Sales of Silver {net) . 80 1,03 1,00
Sale of lease-lend Silver (net) 5 : . “n v
‘Cash Balanee Investment Account (n.ﬂ-;} 4 15,00,00 20,75,86 6,00,00
Profit from eiveulation of nickel, bronze and

copper eains (netj, . H ‘ 3,20,56 1,05,47 1,06.60
Discount Sinking Fund . . : i 1.17,88 1,18,08 1,18,09
Bonus on Loans | . . " . i — - s
Miscellaneous ; . . ;i 3 va .

Toran 3 1,94,01,37 2,41,63,39 1,08,88,90

_________‘___,____4

Loans and Advances by the Can'h'nl d

Government—
Advanees to Provinoial Governments . 4,45.13 5,568,565 4,092,532
Other Loans and Advances . . 5 1,34,44 6,33.54 1,08,56

=t —— | T

i)

- Toran CariTar RECEIPTS . | 8188562 | 16,20,87,04 | 19,15,67,08
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D.—Mdmemnhwmhnﬂhadmﬁal&wmmt

Prnnic DERT—

A —Debit raised in Indig—
L —PEBMANENT DEBD-—

&¢ per cent. War Bonds
b per cent. Loans ‘
4 per cent. Loan, 1948.53 ,
4 per cent. Bonds, 1943 | ;
3% per cent. Loans. - ,
3 per cent, Bonds, 1941 = “
Other 3 per cent. Loans .
per eent, Loan, 1948-62 i
:#:u‘ea -year Interest-frea Defance Bonds
Five.year Intersat-free Prige Bonds, 1949 .

Toran

Carried over

—

#7,08,82

-3

07,006,82

2,26,00,55

98,05,78

98,80,78

-4,80,50,88

[Tn thonsands of Bupees]
Budget Revised Budgot
DISBURSEMENTS Estimate, Eatimate, Estimate,
1948-40 194844 164950
CAPITAT ACUOUNT NOT MHET FROM REVENTUR—
Railway Capital {as shown in Railway 'Budgeﬂj 24,44,90 27,1452 25,40,45
Capital Outlay on Vizagapatsm Port (as
shown in Railway Budget). b s . 19,50 15,08 44,65
g:iitﬂ and Tn]eg'ra.phq * 5,827,563 2.90,89 3,81,81
t . o " iR 5 g :
Forest | x ; ; 29,960 20,2 34,95
Beourity Prmtlng Pross . : 42,00 18,06 28,82
Irrigation } - h 3 61 1,18,38 3,22,62
Agricultural Im srovement and Roesearch | 41,05 7,06 13,50
Industrial Dmﬁpmem A Z 7,87,60 10,93.74 13,14,62
Civil Aviation 4,08 .54 3,00,00 2.92.00
Broadeesting . . i 69,71 69,00 96,00
Currenny . : A 7,00 5,09,73 4,16
Mint 66,45 80,97 87,95
Initial Expmd:tum on New Gupltal at
Dalhi. | ! ; . ‘ 3,24,28 1,768,982 1,601,79
Civil Works .. ’ 11,10,5% 5,67,06 7,30,62
Payments of Cmnmuted Value of Pensions . 18,41 1,16,37 23
Capital Qutlay on Sterling Pensions ¥ Il 2,15,67.81 — 741,79
Payments to Retrenched nnol —15 — 08 —18
Defenes Capital Outlay K 14,98,76 “11,66,17 3,20,00
Bchemes of State Trading ¥ . : 25,97.88 —1,73,80 7,59,60
Grants to  Provincial Governments for
Development. , 30,0000 &  18,00,00 26,81,00
Payments to Painata.n for Umquﬁ Innmtmnns i 6,07,88 82,02
TOTAL 1,28,12,73 3.00,04,11 94,62,32

-

————

8,85,00

68,85,00

1,63,47,32
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D.—Statement of the Capital Disbursements of the Central Government—contd.

[In thousands of Rupeos]

Budget Rewisad Budget

DISBURSEMENTS Estivonte, Estimate, Estimats,
1948-49 1948-40 1949-50
e — L I—-—_ T R e -
Brought forward . 2,26,00,66 | 4,89.60.80 | 1,83,47,32
Il —Froaring Dusr—
Treasury Bills ; ’ . . .| 38,5L,00,00| 9,18,07,00| 14,80,29,00
Tressury Deposit Roceipts . . : o Ky 6,65,00

Other Floating Loans

Tozar | 3510000 9.16,07.00 | 14,95,84,00

B.—Debt raised in England—
PrpdasnnT Depr— -

Ind]ia 5 per gont. Stock, 1038 |

Ind{u. 5 per cent. Stook, 194247 | :
Incl!a. 44 per eent, Stock, 1050.55 . -
India 44 per cent. Stock, 1958.68 -
India 4 per cent. Stock, 1048.63 . -
India 33 por cent. Stock, 1954.50 . .
India 84 per cent, Stock, 1031 . A 2,60,27 2,78,08 2440
India 3 per cent. Btock, 194052 . .
India 3 per cent, Stock, 1948 % .
India 2} per cent. Stock i . -
Railway Debenture Stocks

State Railway Annuities . . . . 3,20,69 3,20,60 {  2,24,1%
ToTaL : 5,80,86 5,00,28 2,78.68
UnroxoEnp DERT— =
Special Loans i . . ’ ‘ 11 18

Disposits of Service Funds : SR (5 32,04 30,34 28,
Poat Office Savings Bank Doposits . . 54,00,00 64,41,00 63,00,00
Delenes Bavings Bank Deposits ol . 1,00,00 | - 80,00 *BU,00
“  Post Office Opsh Certificates . ; .| . Bo000 4,50,00 4,40,00
Defonce Savings Certifiontes . g - 65,00 85,00 35,00
National Savings Certificates | . A 460,00 8,58,00 6,60,00
State Provident Funds . : . : 8,03,02 0,556,74 8,901,356
Other Aceounts e - x 3 1,12,29 111,61 1,08,32
ToTAL . 786,62, §7.78.856 85,4347
Carried over .| 8584287 | 14,99.45,02 | 17,47,53,38.
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D—Stahmmt of the uu.pltal Disbursements of the Ceniral Government—oconid.
" [In thousands of Rupees ]

Budget é;msed ]?al;dﬂﬂtm

Estimate, irinate amnate,

DISBURSEMENTS 1048.45 1“3_1.6 104050

Bl‘ought fmd > ﬁ,ﬁﬂ,w,ﬁl 1'1,99,4'5,“2 11:"‘7!!3!33
DEPOSITS AND ADVANCES — ;
Depreciation and Other Reserve Funds—
{a) Interest-baaring— 1
Rail & Raaﬁrve Funds

vy Doprecion wma Toweve Tonit| s o) apges|  smsoso
Rail Batte t B lewﬂ.

Bl T e ey TN 5,22,00 3,70,25 | —1,20,48
P.&ET. Ramlm Reserve F‘u:ud . . . 0,38 69,75 41,42
Other Reserve Funds . . ’ s all 5,11 11,34 11,08

(B} Non-interest bearing —
Defence Roserve Fund . . . b .- 1.
Other Reserve Funds . ! : & % 7,30 5,408 6,70
Appropriation for Reduection or Avoidance of y
Dobt —
Sinking Funds aRie =L ; o 1.
Other Deposite and Advances—
{a) Interest-bearing — |
Optional Dagmits of Hxeess Profits Tax

under the [ndian Finance Act, 1942, . 5 8,00
Cownpulsory Deposits of Excsss Profits Tax

undes {}rdr'.nn':&'a No. XVIof 1943. . . 19,20,00 ,35,00 3,40,00
Anwici ry Deposits made after provisional

assedimont of ‘i?fxcu:m Profits Tnx.p : - 2,00,00 5,00,00 1,60,00

osite towards t of Exocess Profits
DﬂTpax. t.' pﬂyﬂ ) : : S | - 75,00 A0,00 13,00
Deposits towards payoent of' Inuanta Tax- . 50,00 1,88,0 1,00,00
Advanoe payient of Tax under Seetion i

18A of the Ineou e Tax Act. 5 . 2 = -5, 00,00 H0,00,80 55,00,00

Villaga Collective Savings Aceounts . . .-
Ab) Non-interest bearing—
Silver Redamption Reserye A ‘ 20,00 20,00 20,00
Central Rosd Fund x ' . ’ . 1,04,00 A2,00 1,08,00
Clivil Aviatien Fund . . N . 1,80 1,62 2,42
Fund for Development of Civil &vla-tmn ¢ . s e
Carried over . ; 1,08,18,48 | 1,05,1504 95,59,99
Carried over . . | 6,08,42.87 | 14.99,4502 | 17,47,63,38




2

D.—Statement of the Capital Disbursements of the Central Government—conold.
i [In theusands of Rupees}

Budget Revised Budget
DISBURSEMENTS Estimate, Estimate, Estimat
1948-48 194845 1040-51
Bro‘ugjlt- Forward 6,58,42.87 14.90,45,02 17,47,63,38
Brought forward 1,08,13,49 1.05,18,74 85,560,909
Fund for Economic Development and Du-
provement of Rural Areas, i ; A 20 25 25
Fund for Development of Broadeasting . I o o
Fund for the Benefit of Cotton-growers 24,00 31,80 280
Cotton Textiles Fund | ) : 18,88 5 -
Cotton Textiles BEgualisation Fund 35 1,93 all
Bugar (Temporary) Excise Fund- | 2 : 27,00 14,50
Reserve Fund for Protootion of Sugsr Industry EET 77,24 1,51,00
Fund for Relief of Ground-nut Cultivators A 2,80 a7 4,14
Coal Mines Labour Walfare Fund . ; ; 1,30,89 - -
Coal Mines Labour Housing and General Wel.
fare Fund. - , ¥ . i i i S 1,14.58 L6350
Mica Mines Labour Welfare Fund 2,60 2,05 5,00
Coal Production Fund . ; ; . 5 . 2,12 14
Fund for United Nations Relief  and
. Behabilitation Administration , : c o 3,52 P
P. 0. Certificate Bonus Fund U . . ¥ i .
Deposita of Loeal Funda . " 3 . 3,48,24 2,03,54 3,14,15
Civil Deposits ; : ; . 61,98,62 B4,54, 47 84,60,64
Other Deposita . - o ‘ . 27,83.m1 31,73,53 31,7167
Account of payment in respeot of provisional
. _ mssessment of Excess Profits Tax, : 726,00 L5, 0000, b 00,00
Deposit aocount of refundable Fxooss Profits =
Tax. : i 5 . .
Deposit = account . of vefundable Central
Ineome-tax Surcharge. ; 2 : ‘ = 15,00 4.00 .
Deposit aceount of interest on Exeoss Profits
Tax Deposits, : . . ] ‘ 61,00 tid,00 G,
Deferred pay of Indian Troops : = : 15,00 S0, B0
Post War Reconstruction Fund - . 4 1,25.00 88,00 47,00
Other Accounts . A 5 ¥ : 4,14,11 L3, 10,008 1.03.33
Valus of Ons.rupes Notes issued . < o o
Purchases and Sales of Silver (net) ' :
Balo of loaso-lond Silver (net) 3 ’ = o,
Cash Balance Investment Accaunt (net) -
Profit from siroulation of nickel, bronze and
copper eoins {nat), i . . : § Sk b
Diseonnt Sinking Fund : 22,03 i
Bonuz on Loans |, : . a ] is5 a5
Miscellaneons : i .
Toran 2,16,78,09 | 2,54,11,80 | 2,26,43,46
Loans and Advanees by the Central Govern.
mant—
Advanoes to Provineial Governments 38,00,00 38,9200 58,25,00
Other Loans and Advances 5 3 18,00, 18,47,78 17,456,460
TOTAL CAPITAL DHSBURAIMENTS ‘& 9,31,22,76 | 18,05,96,10 | 20,49,67,33
— .




E.__Statement of the Receipts of the Central Government
[In thousands of Raupees]

- -

Defence Bervices. 3 .

II,—REMITTANCES BETWEIN ENGLAND AND
Ixpra— -

Remittanes Account between Englund  and
Indip—

Purchases and Sales of Bilver . i
Other Transactions 5 2 .

TOTAL
TRANSFER OF (ASH BETWEEN ENGLAND AND
InDra—

Remijttances through the Reserve Bank .

Brsrrve Baxe DEeposits : Rammways
Torsr RECEIFTS '
Opahing Balance .

GRAND TOTAL .

1,12,12,34

2,49 59,134

Budget Revised Budget
RECEIPTS - Estimate, Estimate, | Estimate,
1948-49 1648-49 194950
= Revenue (from Statement A, %903,55,13 | 3,80,68,98 | 8,71,28,81
Capital Receipts (from Statement O) : 8,18,05,62 | 16,20,87,04 [ 19,16,57,08
MIS0ELTANEOTS DEPOSITS AND ADVAR CES—
Aocecounts with the Government of Burma . 11,00 89,00 39,00
Ageounts with the Reserve Bank 50,70 _ b3,19 53,09
Other Advances 39,25,62 82,81,31 44.01,76
Buspenze Accounts qnat} 14,080,686 18,8938 26,86,76
Cheques and Bills (net) A 0,41 52,67
Departmental and ‘i:tm]gr Agcounts tmt} ih is 5,03
Miscellaneous ; . 2,00,42 2,60,08 1,89,54
Torar . 55,0730 | 75,0909 | 74,37.85
REMITTARCES-—
T.—REMITTANCES WITIIN IND1A—
Inland Money Orders 1,25,00,00 180,00, 00 1,60,00,00
Other Remittances 4,87,21 3.73,00 3,23,00,
Aveounts between Uivil and other Depart-
mentg— = @
Exchange Accoints between Civil and
Posts and Telegraphs, 19,78,35 | 30.10,48 30,86,04
Exchange Accounts between Cn:l ami i [
1,758,568, 14 1.33.91.75,

1,79,76,27

1,68,04,69
4,20,82,62 | 6,15,20,75 | 5,07,76,06
1862072 | 1,63.82.20 | . 1,85,21,50
—20,00,50 | —22,01,23| —86,00,43
[ 17,55,32,80 | 28.38,71,82 | 30,18,20,96
1,68,61,35 | 2,74,61L,00 | 1,62,69,3]
19,14,04,24 | 31,08,32,82 | 31,81,20,27

o



Torar DissuvnsEMENTS
Cloging Balance ‘
GRAND TOTAL

m A
-~
E.—Statement of the Disbursements of the Central Government
[In thousands of Rupées]
Budgot "Revised Budget
DISBURBEMENTS Estimate, HEstimate, Estimaste,
1948-40 104849 1849-50
/.
k
HExpenditure met from Revenue (from State-
ment B}, ' . - . - | 2,85,71,61 | 3821004 | 3,70,83,47
Capital Disbursements (from Statement D) 9,31,22,76 | 18,06,06,10| 20,49,67,38
MisoErraxEous DEPOSITS AND ADVANORS— .
Accounts with the Government of Burma . { 11,00. 91,65 389,00
Accounts with the Reserve Bank I 5 46,96 56,88 46,22
Other Advanoces ' : . . . L 41,74,23 04,47,53, 43,31,21
‘Buspense Accounts (net) . & . i e i &%
Oheques and Bills (nat) . . 4,04 Iy 2
Departmental and Similer Acoounta {nﬂt} 3 26,37 22,07 ok
Miscellansous . ; . ' 2,00,62 2,67,10 1,09,65
ToraLn . 44.62,22 58,756,23 46,15,88
BEMITTANCES— p J
1. —BEMITIANCOES WITHIN INDIA—
Inland Money Orders . : . 1,24,50,00 | 1,58,50,00 | 1,69,50,00
:Other Remittances ‘ ' . 4,62,21 8,23.00 3,33,00
Agpounts between Civil and other Depart.- »
ments—
Exchangs Accounts between Civil end
Posts snd Telegraphs, 16,78,38 30,10,48 30,8504
Exchange Accounts between Civil and
Delence Services, % . P A 1,12,12,54 1,78,68,14 1,33,01,75
II.—REMITTANCES BETWEEN EXGLAND AKD
Remittance Accounte between England
pnd Imslia— 53
. Purchasea and Bales of Silver . . . e o ..
Other Transactions H . , F 1,68,04,68 1.87.37,13 1,79,76,2
TorAL . o 4,20,07,82 b,6B, 78,76 8,07.36,06
“TRANSFEE OF (ASH BETWEEN E:mr{.nun
AND IvDIA— .
Remittances through the Regerve Bank . 1,86,20. 72 1,61,85,62 1,856,21,5690
Reszeve Bawk DrrosiTs : RATLways . . — 20050 —22,01,23 —36,00,43

18,57,93,33

24,45,53,561

31,23,24,00

57,000,891

1,62,99,31

67.96,27

19,14,94,24

31.08,32,82

31,81,20,27

oy
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INTRODUCTORY NOTES

The statements in explanation of the revenue and expenditure of the Central= "
Government which are given in Part 1 of this Memorandum are on the same lines as
those of previous years, Unless otherwise stated all amounts are in lakhs of rupecs.
The expressions “current year and “next year” stand for the finaneial years
“048.49 and 194950 respectively. The current year’s sterling expenditure has

sen converted at the rate of 1 sh. 53 d. on the bagis of tae actual rates prevailing up
to January 1949 but in accordance with the usual practice, the sterling expendi-
ture included in tne budget estimates for 1049-5/ has been converted into rupees at
the standard rate of 1sh. 6d. per rupee. The statements include only the net ex-
Enditum on the Defence Services, the met surplus of the Posts and Telegraphs
partment and the net cont ibdtion paid by the Railways to general 1evenues.

But unless otherwise stated, the cost’ of collection is treated as expenditure and is
not deducted from the figures on the revenue side.

5. Part TI gives details of tho-recsipte and disbursements on Copital aceount,
The figures given in this part are also in lakhs of rupees uhless otherwise specified.
Brief explanations of the more important transactions have been included.

4. Part III gives the economic background. This part ineludes statoments
of prices, cost of living indices, trade and industris]l returns and currency ciroula-

$ion with notes on the trends indicated by the figures.

4. Part IV contains a statement illustrating the tax payable by different
inoomes on agcount of meome-tax and super-tax,

5. The accounts for the period 15th Angust 1947 to 31st March 1948 have not
yet been elosed and it has not therefore been possible to give the aetuals for that
period in the various budget documents. In any case, as these figures relate to only
a part of the year, they do not furnish any basis for comparison with the estimates
or a full year. v

@. The usual annexures giving the progress of revenue and expanditure over a
period of years have also been omitted as owing to the partition of the country -the
estimates and actuals of either Dominion after the partition will not be comparable
with the past actuals of the undivided Central Government.



oh 1 PART I

REVENUE BUDGET
REVENUE ESTIMATES

“

STATEMENT [
B -
, ‘1904840  1048-49  1949-50
. Budget  Revised Budget
Customs . 80,76 117,35 10725 \
3.98%
Central Excise Duties -, . 45,97 50,25 ° 57,75
i " 11,52*
Corporation Tax . . " 49,80 57,26 41,81
Taxes on Income other than Corporation Tax B7,58 100,76 113,19
—6,10%
Opime . i a0 5 e "w 1,40 1,08 1,18
Interest - ¢ . . . . . 1,17 1,42 1,19
mﬁrmﬁm - - ‘a 5;] 12 T]Dﬁ B,TB
Currency and Mint . . . . 9,40 13,05 9,70
Civil Works . : . F 81 1,02 1,02
Pre-partition Reccipta . 1340 .
Other sources of revenue 4 4,30 6,62 5,37
Posts and Telegraphs ;—
Net contribution to general revenues 78 3,73 1,63 }_
2,84+
Railwa
« Net contribution to general revenues 4,60 7,34 4,72
Deducl—Bhare of inecome-tax revenue paynb]a
to Provinces . % . —36,41 — —41,79 —43,85
+3,00%
ToTaL . 25524 338,32 307,74
' 15,24%

*Budget proposals
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3

A rovgh distribution of the Customs revenue expected to be “gollscted

dwing the current year and the next year iz given below.
include the budget proposals.

STATEMENT II
8pa CosToMs—IMPORTS

1948-49,
L Budget
T.— Revenue Duties
Ale, beer, porter, cider and other fermented
liquors . 5 i . . A . 6-00
Spirits and liqueurs ¥iw ' . . 20000
Wines . : - ' - . : i 1500
Sithats Bl 0 @ 80 see e T a 3500
Tea ; i : . o I : 100
Tobaceo : a ; : : .~ . b62:00
Kerosene oil . .. . ’ ; Z = 2,50°00
Motor spirit . i . . 9,50°00
Oils, batching, fuel it 1ubnna.tmg : : . 1,00000
Cotton, raw . . . ; 3 . . 2,00°00
Boots and shoes . . . % . 1-00
Motor cars, cycles. scooters, omnibuses, chassis,
vans, lornies snd parts thereof . . . 3,00-00
Electric lighting bulbs . . . 20000
Wireless reception instrumenta and uppnra.t.ua - 8000
Dyes derived from coal-tar and coal-tar
derivatives v ; . . . 7500
e e S R I R it
Iron and steel . 70-00
Gold bullion, coin, sheets and pla.taﬂ nm:. manu-
faotured . 10-00
Silver bullion, goin and‘. Bheats 'plﬂt-eﬂ n.nd c-th.ar
manufactures » . . . - 30-00
Tin, block . =65
. Metals, other trhan iron and BteuL silm Bm‘l bl.nck
tinl . 2 1,35-00
Railway plant and ru]hng stmk ; ; . 1,00-00
yod pulp, paper and stationery . " ~ 75-00
Artificial silk yarn and thread i : .  60-00
Yarn and textile fabrics, others . = 8 1,40-00
Cinematograph films . ! 40-00
Portland gement excluding wh1ta Pﬂrtland gemeitt 10
Pneumatie rubber tyres and tubes . 3 : 25
Toys, games and sports goods : ; ) 10-00
e s B O R 8 I i
All other articles . s s ’ 7 . 16,08-00

1048.49,
Revised

15-00
1,50 00
4-60
80 00
100
5,20 00
2,25°00
8,75:00
1,50+00
2,70+00
1-00

17,5040

40-00
6000

1,30:00
6,90° 00
1,60+ 00

8000

10-00
5000

1,55°00

7600
2,25-00
3,50-00
3,20:00

40-00 |

20-.00

4:00

700

2,65.00

The estimates do not

194950,
Budget

10+00
1,25°00
500
7000
1°10
6,60-00
2,25 00
8,75 00
§1,50+00
[2,70°00

1-007

5,60 00
3000
5000

1,40° 00
4.50° 00
1,560-00

2500

10-00.
500

1,80°00
1,50 00
1,60+ 00
3,00-00
2,00 00
40«00
10-00
4+ (1
70
2,00 00

26,5000 26,0000
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STATEMENT IT—contd.

1943-49, 1948-49, 1949-50,
Budget  Revised Budget
II.— Protective Duties

Bugar : . ; alra i ’ X - -5} 1-00
Heavy chemicals . A . ; s 10 60 1-00
Iron and ateel L . . F . 4200 2300 2000
Silver wire, thread and other manufactures . 10 o e
Metals other than iron and steel ; i 3 4-00 45-00 3000
Raw silk z . L . . . . 5000 1,10:00 1,00-00
Silk yarn and thread . - ’ . ; 15-00 12-00 12-00
Silk fabrios ; - . . . . 30-00 12-00 10-00
Artifigial silk fabrics : ; ¢ ’ . 20000 6500 50-00
Fabrios of artificial silk mixed with other

materials . ; 3 i ; v . 10-00 2:00 2-15
Other textile manufactures > . : F 20-00 3200 45-00
Matches, matoh splints and veneers i F = ia -30 40
Sewing machines and parts thereof | . i 1000 3000 30-00
Cyales (other than motor oycles) and parts there-

of 2 . . . ‘ i a : T0-00 T0-00 7000
All other artigles  _ : . o ¥ 7-25 55-00 40+ ()

IIT.— Dinties on Awmerican Disposals

Duties on American Disposals : ; - 22000 1,00:00 1,00:00

Torar IMPorTS 61,62-45 01,25-00 81,5465

SzA CustroMs—ExrorTs

Jute—

Mmoo | 0 0 b Ao w5000 70000
Raw Cotton : 2 p . . \ 2,00-00  1,70-00  2,00-00
Cotton eloth and ¥ar 3 : 2 P . 3,60°00 4,07-00 3,75-00
Manganese . : i z £ ? 4 7200 33-00 30-00
Tea ity . . L - : . A 75000 1L,00-00 11,00-00
Rica ; . - ’ ; i F: i -06 e =
Other agrioultural produce . i - i 14:75 15-00 15-356
Coffes | : . . . : . 2 <75 R .
Mioca = x N : PR f 12:00 1500 15-00
Oil and 0il Seeds” , ; . L . ; 2,17-00 1,60-00  1,50-00

Torar Exrorrs « 2091'566 2640-00 25,85 35

&
Land Customs . 2 e : - 40-00 345-00 3,40-00
Mizscellaneous . i 2 i = : 75-00  1,15-00 1,15-00

Toran Gross REVENUE 83,69-00 122,25-00 111,95-(
Deduct—Refunds .,  2,00-00 3,50-00  3,20-00
Deduct—Share of Jute Export Duty assigned to L

Provinges , 93-00 15000 ~ 1,40-00
) Ner REVENUR . 80,76-00 117,25-00 1072500

On the trend of actuals the revenue this year is now estimated at Rs. 117-25
<orores against the budget estimate of Rs. 80-78 orores, - The budget for the current
year was framed against the background of the need for conserving all available
resources of foreign exchange for financing the imports of food when the position

\ -
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] regarding the amount of sterling that wounld be rsleased +from the acoumulated
sterling balances by the United Kingdom was not also clear. But during the course
of the year, import restrictions were considerably relaxed, partly as a measure of
anti-inflation to make a larger volume of goods available for consumption.
' As aresult, there was a considerable expansion of imports during the vyear
reflected in inereased revenue. The actuals for the first ten months shew a collection
of a little over Rs. 89 crores and if revenue continues to come in at the present rate
the total for the year should amont to over Rs, 117 crores. During the year as part
the measures against inflation the duties on certain luxary items like motor cars
-~Jaceo, ale, beer and spirits, silk and artificial silk fabrics were raised, To stimulate
industrial production the duty on ingdnstrial machinery was redueed and that on
cotton yarn withdrawn. The revised estimate takes into account these changes
made during the course of the year.

The budget for next year on the present basis has heen placed at Rs. 107:25
crores. It allows for a full year's effect for the changes made during the course of
the year and a reduction of revenue from certain commodities the imports of which
have been unusually heavy this year.

Cengral Extise Duties—Following are the defails of revenue from Central

Exoizse Duties.
1 L STATEMENT III

1048.49, 1948-40, 1849-50,
- . Budget Revised Budget
Motor spirit . ; ; i Z N ] 1,36 1.30 1,30
« Kerosena i : . " . ; i 24 22 22
27 ot R S R G . 4,84 5,75 5,00
Matches . ; F i s X i 5,92 6,50 6,50
Steel iugotﬂ . . i . . W . ‘ 1) 45 45
Tyres ., & J . . . . 1.43 1,75 1,75
Tobaseo i A 26,00 25,35 26,00
Vegetable Produots y 1,32 1,70 1,75

Batel-nuts : " : - . . = M
Coffes . 5 al el i f : . 45 45 45
Tea . : A ; T i : 2,95 5,25 5,25
Coal (less A ; L : : v . 1,15 1,10 1,30
Mispellaneous : - : ; 2 : 16 15 15
Cotton cloth o 50 7,00
48,37 60,47 68,02
Deduct—Refunds " ‘ . i ¥ 40 22 27
Toran . 45,97 50,25 571,76

The above estimates include Rs, 40 lakhs this year and Rs, 50 lakhs next year

on account of the Coal Mines Safety Stowing Cess and Rs, 70 lakhs this year and

- 80 lakhs next year'on account of the Coal Mines Labour Welfare Cess, The

enue from these cesses does not accrue to Government; the C'oal Mines Stowing

Cess is paid to the Coal Mines Stowing Board and the Labour Welfate Cess is trans-
ferred to an ad hoe fund by provision in the expenditure estimates.

The actuals for the first ten months indicate that the revenue from Sugar,
matches, tyres and tubes, vegetable products and tea will show & substantial
increase over the budget while the revenue from tobaceo will show'a drop of Rs. 65
lakhs. The excise duty recently imposed on superfine cloth is expected to bring in
Ra. 50 lakhs this year and Rs. 7 crores in a full year. On the trend of actuals and
on the existing basis of taxation the total revenue under this head is estimated
at Re. 5025 crores this year and Rs. 57-75 crores next year, ¥

The estimates do not include the budget proposals.
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1048.49, . 1048.49, 1940-50,
Budget Revised  Budget

Corporation T'az—

Ordinary Collestions . . : ¥ ; 26,569 30,19 24 1%
Burvharge . ¥ . . . ‘ : 1 1 2
Excess Profity Tax . A 3 . ; 10,00 15,79 7,75
Business Profits Tax . y . i . 13,20 11,23 9,80
ToTAL a " 40,80 57,25 41,81
Taxes on Income other than Corporation Taz—
Ordinary Colleotions . 2 . . 80,53 87,46 103,30
Surﬂhar%: ; - & . - L 3.25 6,90 427"
Excess Profits Tax " . M : ) 2,00 5,30 34T
Business Profits Tax . . . 2 . 1,80 1,00 2,16
Toran 5 87,58 100,75 113,19

The increase of Rs. 20-62 crores in the gross collections of Corporation Tax and
Income Tax compared with the budget is due to the concerted drive for the collection
of arrears during the course of this year. Part of the increase is also due to the collec-
tion of tax on the basis of returns submitted by assessees without waiting
for the final assessment, for which provision was made in & recent
Ordinance. The estimate of incomp tax for next year includes Rs. 12-5 crores for
advance payments of tax under section 18A of the Indian Income-Tax Act, which
will be bafnkan direct to revenue instead of being initially fgeated as & deposit. This
change in accounting, which was first introduced this year in respect of advance pay-
ments of Corporation Tax, will be phased over a further period of three years.
Excluding this special credit the revenue next year shows a drop of Ra. 15:5 crorea
which is mainly due to a reduction in the collections of Corporation Tax and arrear
collections of Excess Profits Tax, .

Under section 138 of the Government of India Act, 1935, as amended by the
India (Provisional Constitution) Order, 1947, it has been prescribed that during
1949-50 also 50 per cent. of the net proceeds of taxes on income other than Corpora-
tion Tax and Central surcharges and the portion of the tax attributable to Chief Com-
missioners’ Provinces and federal emoluments shall be distributed among the Pro-
vinoes as follows :—

Per cent,
Madras ; . . . y . . ! ; : ! 18
Bombay " : : # ’ . 5 . - - - 21
West Bengal . : i e " " T . ; . 12
United Provinees . . - 5 . . . g - . 19
East Punjab . T . i . ; : . & 19 b
Bihar . . . - . . i % : : 23 i 13
Central Provin ; i = 5 : ; 1 : = 3 6
Aszam . = ; . . 2 ; . ] 3 : 3

Total . 100

The advance payments of tax which, as expalined above, are being taken to
revenue will not, however, form part of the divisible pool until the assessments have
been completed and the revenue taken to the final heads.
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The share of income taX revenue payable bo Provinges i3 aalbnlated as follows i—

-

1948-40, 1048.40, 1949-50,
Budget — Revised Budget

Total Taxes on Ingome other than Cor-

poration Tax, excluding Central Sur-

charge and advance payments . 84,33 93,80 06,42
Deduct—Partionattributable to taxeson

foderal emoluments and to Chief =

(Commissioners’ Provinces and miseel-

lanecus receipts . : i o 6,89 462 4,32
Share of cost of collestion oM R 1,12 i 1,14 1,40
Balance i . 2 ¥ . - g 77.32 88,00 90,70

Deduct—Amount to be retained by

Central Government i 40,51 46,0 46 .85

43,85

Amount payable to Provinces . . 5 36,41 41,79

[

The amount to be retained by the Centre out of the Provincial moicty will be
Ra. 2,25 lakhs this year and Rs. 1,50 lakhs next year. '

‘The estimates do not include the Bﬁd’g'ﬁh ‘jroposals.
Opium— The details of opium révenuo ara a3 follows i(—

STATEMENT 1V

1048-40, 1048.49, 194950,
Budget Revised = Budget

Sales to Provineial Governments . . o4:35 - 6762 5400
Receipts in England . . . 3 i 4000 15-00 25-00
Miscellaneous ‘. : IR i . 606 35:71 3890

Toms . 14040 L0823 1,17-90
Deduci—Refunds . 11 .06 06

' Ner Revesvs . 14030 1,08-17  1,17-84

The receipts in England represent recoveries form sales of opium abroad,
which ave ¢xpected to be less than originally anticipated. Rales to Provineial Govern-
ments and Pakistan are also expected to be less, Becoveries from Pakistan are now
secounted for as miscellaneous receipts,
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= 194849, 1048.49,  1949.50,
Budget  Revised  Budget

I'nterest Receipts—
India . 5 i ; : : : 53 ] 63
England . : : : ; : : fid 66 =

j Toran . 1,17 142 1.1%

The receipts in Indis are mainly on account of loans ard sdvarees made by
the Central Government to Government servants and loeal bodies while those
in England r_?man.b mainly the interest portion of the reccipts from the Govern-
ment of the United Kingdom in gonnection with the funding of liabilities for
Railway annuities,

Civil Adminisiration—The revenue is spread over a number of heads the most
important of which is “Indusiries and' Supplies.” which aceounts for Rs. 490 lakhs
this year and Re. 460 lakhs next year. The improvement of Rs: 2 erores in the revised
estimate for the current year occurs almost wholly under this head. The 1evenue from
purchase and inspection fees is expected to show an increase of Ra. 65 lakhs while
Re. 60 lakhs would accrue to (overnment on account of their share in the reeent in-
orease iu the price of cloth for which no provision was included in the estimates.
Similarly” the Delhi Transport Service, which was taken over after the budget was
framed, will yield an additional revenue of Rs. 52} lakhs.

Currency and Mint.—The main items that compose Currenoy and Mint receipls
are is follows :— 2 ;

STATEMENT V '

1048-40,  1948.40, 1949-50-,

' Budget Revised  Budget -
(1) Surplus profits of the Reserve Bank . . 7,02:00 10,18-28 7,15-00
(2) Profits from ciroulation of bronze and nickel

GOITIS ’ . ’ . . : - 1,50-36 L7402 16976
{3} Other items . ; : ; . : 87-75 1,12-01 04-76

Torar. 24010 13,06-21 92,6, ..1-|

Thamxt-ﬂmpmﬂunftheiﬂ.muﬂmk for the year ended the 30th June 1048
were more than anticipated. The provision for the payment to the Pakistan Govern-
ment of its share of these profita was not alse utilised as under the agreement with
that Government it does not fall due this year. The reduction in the Bank's profits
next year is due to the transfer to the Pakistan Government of its share of the assets
of the Bank following the separation of the currency of the two countries with effect
from the lst July 1948, The budget next year also allows for the payment of Pakistan’s
ghaer of the profits of the Bunk for the period 15th August 1947 to 30th June 1948, ;

-
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Details of the provision ineluded in item {3) are given below —

1948-49, 194849, 1949-50,
Budget ~ Revised Budget

Value of one-rupee note forms ; 3 , 5200 7. 00 Eh "5
Other receipts from the Cuirency Note Press . 46-00 5775 53-36
Value of unclaimed Currency Notes, eto. i .78 1-09 .93
Miscellaneous Mint Reoeipts . -+ . i 8-97 27-0% 13-72

Toran . 1 8775 l,l-ﬁ-ﬁl ol 76

Pre-partition Receipts.—Under the agreement with the United Kingdom Geov-
ernment reached last July, a sum'of Rs. 8-06 crores will be received for meeting the
outstanding liabilities relating to the period prior to the lst April 1947 when the-
Defence expenditure was shared between the then Government of India and the-
United Kingdom Government. Credit has been taken for this in the revenue esti-
mates. A sum of Re. 528 crores has also been received from the oil eompanies in a_d-
justment of prices paid for supplies by the undivided Government. Other mis-
cellaneons receipts are estimated at Rs. 6lakhs, The receipts under this head will be
more than eounterbalanced by expenditure for which provision has been made in the-
expenditure estimates. _

Other Sources of Revenue.—The principal heads that come under this des-
eription are Land Revenue, Provincial Excise, Stamps, Forest, Registration, Taxes

on Motor Vehicles and Other Taxes, Superannuation, Statiofery and Printing,
mad Miscellaneous,

Details by the major heads are :—

1048.49, 194840,  1049-50;
Budget Revised'  Budget

Land Revenus x . : y . . 1277 13-42 13-4(p
Provimpisl Bxcise . . . . . . 75-96 9340 9319
Stamps S w e e e WU TEENE T BEESE | LEHEE
Forest ; i % ] : 5 : 6012 B0 - 97 81-14
Registration . ; ; : : : . 2-50- 1-39 1-3%
Rogaipts under Motor Vehicles Aots . i ! 721 0-66 0-66:
Other Taxes and Duties . i ; : 2 12-46° 14- 46 14- 46
e L S S 8% |—-19 47
Receipts in aid of Superannuation . . | 11-32. 4-06 25-18:
Stationery and Printing . s : ! N 45-33 49-33 45O
Miscellaneons § W R T e 68-72  2,37-08 | 95-3%
Civil Defence % 2 . . { 9-33 e
TorTar . 436-00 6,52-44 537 66

———— — — e — — e —

No oredit has besn taken in the estimates either for this year or for the next:
year for any recovery from tHe Government of Burme on account of the pre-
separation debt. The resumption of payments will be one of the subjeats for discus-
gion with the Government of Burma as part of the negotiations for w treaty bet—
wean the. two Governments.

The revised estimate includes a special credit of Rs, 133 Iakhs on acecunt of
Government’s share of the profit on the sale of the stocks of sugar which were frozem:
in December 1047 and which was not realised in that year as originally anticipated.
The balance of the improvement is due to larger collections of revenue! in centraliy.
administered areas. The budget for next year follows the revised.

/
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-
Posts and Telegraphs.—The tabledelow indigites how the net sontribution of
Rs. 37256 lakhs this year and Rs. 163 .43 lakhs next year has heen arrived at.

Next years estimates do not inalude the Budget proposals.

1948.40, 1048-49,  1949.50,
Budget Revised  Budget

Gross Receipts . . - ‘ . 26,60-00 20,29.00 30,26-7
Working Bxpenses . - .+ - - 248541 246578 267

Ner BroEreTs N 1,74:59 4,63-22.  2,568-99

Interest . . i . ; . . 8663 9066 85-56
Ner REVENUE . 77-96 3,72-56 1,63-43

The broad details of the gross receipts are given below —

" Postage and Message Revenue—
Rale of Stamps 3 - . ‘ . 15,15-50 17,64:80 15,14-80
Postal Reoeipts R & 8920  90-30
Telegraph (including Radio) Reoeipts . 1,11-66 1,66-09 1,;?'5}0

— e JRE——— B

Torar. . 174576 20.20-09 20,83-00

Miscellaneous Revenue—

Interest on Renewals Reserve fund and fees
and other regeipts . . . . i4-54 16-56 15-61

Postal Reoeipts (Receipts on acconnt of
Money Orders ete.) . » . . 2,88:43 23730 240-10

Telegraph (including Radio) Receipts

(Rent of wires, instruments ete.) . . 6704 43-85  44-39
Telephone Receipts (Rent of telephones,
telephone call fees, eto.) i : : 3,55-14 3,85-90 4,07-90

—_—

6,76-05  6,83-08 7,08

-

Revenue Receipts of Telephone Distriots—

Rental and call fees and other misoella-
neous receipts . . . * . 2,38-19 225-00 2,35-00

Torar Revenve REOEPTS . .28,60-00 20,20-00 30,26-00

— e —

Details of expenditure are given in the notes on Expenditure Estimates.

A




EXPENDITURE ESTIMATES («)
STATEMENT VI
194540
Budget
Demand or .Appmprintion-—

1. Customs 1,28-97
2. Central Excise Duties 29717
3. Taxes on Tncome including Corporation Tax .1,72°86
4. Opium 1,00°81
5. Provincial Execise . . 7 4-22
6. Stamps ' 1,10°15
7. Forest . . » ‘ i ; . 2604

8. Irrigation (excluding working Expenses)

Navigation, Embankment and Dramage
Works met fram Revenue 1340
10, Cabinet . 12-80
11. Constituent Assembly of India 12-09
12. Constituent Assembly of India (Legislative) 18-656
13. Ministry of Home Affairs " . 3475
14. Ministry of Information and Bmaduustmg 1,02°69
15. l'!rlm::_.-.'tr}r of Law 9-41

16, Minisiry of Education . 20-33

17. Ministry of Agriculture . : . . 2042
18, Ministry of Health - . . . . 7-23

19, Ministry of External Affairs xmd Common-
wealth Relations . 36°04
203, Ministry of Finance . . i . 8076
21. Ministry of Commerce . . i " 4582
22, Ministry of Labour [ . 22-19
25. Ministry of Works, Mines and Power 1795
24, Ministry of Communications 529
25. Ministry of Transpert . 2106
26. Ministry of Food . i . . i 32+81
27. Ministry of States . 2 = F 723
28. Ministry of Defence : . R 3265
20, Ministry of Industry and Supp]}' 21-96
30. Ministry of Relief and Rehabilitation 1300
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1948-49
HRevised
1,56+76
53,3381
1,80447
54+ 36
3+b6
1,40+56
24-40

781
12-54
2018
19-52
S99 47
71-46

H:55
J0-18
20-28

673

51-86
8616
0867
-21:50
11:-561
G546

26-36 -

. 45-88
10-84
S6-03
24-40
1000

12-21
20+ 42

20-63
5497
Bu-67

B-24
3376
91

6117
8450
6072
2397
12-06

600
J6-9
4629
1039
3582

2567
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STATEMENT VI—contd.

1948-490  1948-49  1949-50
Budget Revised Budget

31. Paymenta to other Governments, Depart-
ments, ete., onaccount of the administra-
tion of Aganc]r Subjects and mam:gamm.t

of Treasuries N ey % 10°73 31440 18°73
32, Audit . . ... 1,80'58 228+38  2,34:78
33. Administration of J ustaﬁe 5 ‘ : 870 11-52 10-71
24. Jails and Convict Settlements = = 02 02 02
35. Police , - . . . v o 2396 3500 a0-64
36. Ports and Pilotage ¢ . i . 35-04 20+ 60 42+33
37. Lighthouses and Lightships . . . 8-49 9+08 9-32
38, Bcclesiastical ] . . : 2 2-53 269 ‘18
239, Tribal Areas . . i . : . 62°57 67-03  1;,04-00

40, BExternal Affairs . 0 . é . /2,08°81 25642 25040
41. Burvey of India . . . . . 6067 7572 6956

42, Botanical Burvey . - . . i 166 185 1-63
43. Zoological Survey . . . . . 3-33 398 356
44. Geological Survey . - ‘ . . 36-67 2487 3665
45. Mines . : ' . ‘ . : 18+ 65 15-18 15-38
46. Archaeology . : i . - . 20+83 21-70 28-71
47. Meteorology . . . ¥ 81-43 76K 84-97
48. Department of Scientific B.uaeareh . ; W 12-04 85-92
49, QOther Scientific Departments . - . 1,03°83 1,18°13 1,81+40

50. Education . 3 i . . . 86-31 8705 93-41
B1. Medical Services - 3 F F 4015 32:06 99+50

52. Public Health . ' ' . 5 5391 54+87 69-05
53. Agriculture . A . . - 1,73:08 2,40-26 88-83
54. Civil Veterinary Sﬂ-l‘\i'mﬁB ‘ i = 26-47 23-45 2666
55, Industries and Supplies . . - . 3,93°7T1 4,04-96 3,91-95
56. Salt . » d : : . 1,43°08 1,38-72  1,31-80
B57. Oversess Gummummtacn Service . 6835 82-18 78-62
58 Delhi Transport Serviece. . . . v 4713 6520
59 . Telephone Factory ; ; . - 164 8-51
B0, Aviation ; " : . . . 2,13°98 19300 2,53'00
‘61. Broadeasting ‘ . 1,32-57 1,36-11  1,82-32
%2 . Commercial In!.elhgance nnd Statmtms . 42-10 4244 59-65
63 . Census . . ’ . s . 3759 004 7:00
B4 . Joint Btock Compnmea " 5 - i 4-30 379 457
65 . Indian Dairy Department ; . . 656 7-31 8-17
«66.. Miscellaneous Departments . . 14873 L5914  1,69-37
87 . Ourrency. . i . . . . L0550 1,20-20 9442
68. DMint . : . i . F: . 1,14-32 1,56+09 1,28-47

69 . Civil Works . . F . . . B,06-31 6,00°51  5,11-46
70 . Central Road Fund i . . 21500 2,15-00  2,20:00



71,
a2,
3.
T4,
75.
T6.
7.
78,
9.

B0,
81.

82,
83,
84,

86,
‘87.

89,

-
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STATEMENT VI—coneld. :
1948-49 1948.40 1049-50
Budget Revised Budget
Territorial and Political Pensions . . 2340 22-23 - 22-72
Superannuation Allowances and Pensions 246:80 2,46°34 2.45-34
Stationery and Printing . . . . 1,65-46 3,02-34 1,58-84
Misosllanoous. ¢ o . s e 21,0772 336874 357138
Expenditure on Refugees 5 . . 10,03-50 19,4518 9.55°17
Defence Services—Army (uet) . . 655260 52,1301 122,88-10
Defence Services—R. L. N. (net) .. . 5,64'84 471°08 825617
Defenge Sarvices—Air Forees (net) . . 129264 9,32-39 12,8321
Defenice Services—Non-effective charges
(net) .. . . 1421067 1235°M1  13,40°08
Grants-in-aid to Provincial Governments .  2,05-00 20500 2 96-00
Miscellanecus Adjustments between the
Central and Provineial Governments 3 82 <62 62
Resettlement and Development . . 4,72°35° 3,50-38  3,65-95
Civil Defence . . o . : 120 2-14 174
Pre-partition Payments . . . . o 20,76-00 10,0000
Delhi . = ; . . i . 141-19 2,13-91 1,86°16
Ajmer-Merwara . i . . . 63°05 T6-37 66- 06
Panth Piploda . k . ; : ‘94 28 <30
. Andaman and Nicobar Islands . % 9553 1,03-36  1,08-61
Relations with Indian States . . i T1-48 8027 b1-29
Inderest on Debt and Other Obligations and
Reduction or Avoidance of Debt | . 41,16°28 3990-77 39,29 34
Staff, Household and Allowances of the
Governor General f : A z 16-00 2073 1785
Federal Public Service Commission . °. 9-94 14-57 1594
Ministry without Portfolio . : ion 28b 1402
Deafence Services (Supplies and Stoves net) 25,75-73 400123
ToTaLn 257,37+83 330,87-1T7 322.62-77

(@) This statement differs from the Demands for Grants in the following res-
gpects —

(1) Token demands and demands relating to capital expenditure not met
from revenue and the dishursement of loans and advances have been

omitted.

{2) The amounts shown wunder *‘ Irrigation ” exclude working expenses
' sinee they have been taken in deduction of revenue in Statement I,

43) The expenditure of the Posts and Telegraphs Department has been
excluded since Statement I shows only the net contribution paid by

the Department to general revenues.
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Notes on Expenditure Estimales

. Under the financial settlement between India and Pakistan, the Pakistan Go-

vernment has been given a moratorium of 4 years for the repayment of its partition
debt to India. The initial liability for the outstanding debt of the undivided Go-
vernment has been assumed by the Indian Dominion with the result that while
India will be paying interest on its debt to the hondholders, no recovery will be made

from Pakistan until 1952.

- In respect of certain items of debt like the Postal Savings Bank Deposits, Postal
Cash, Defence and National S8avings Certificates, Pakistan will take direct Liability
for outstandings in Pakistan Post Offices, subject to certain adjustments for transfers,
On these ontstandings India will not be required to pay interest or bonus.

In regard to pensionary liahility it has been agreed, both for pensions in payment
as well as for pensions earned by serving officers up to the date of partition, that it
should be capitalised and divided between India and Pakietan, Pakistan’s share
being added to jts debt to Indin. Pakistan will take over liahility for pensions in
payment in its area and receive a credit in its debt on aecount of the capitalised value
of these 'payments. In other words India is not required to meet these payments.

A lump deduction of Rs. 2} crores spread over the varions demands was made in
the current year's budget for the enforcement of such economies as the Foo omy
Committee may recommend. The work of the Committee has taken somewhat
longer than was anticipated and it is unlikely that their recommendations would be
given effect to in time to affect the expenditure this year. The excess in a large
number of grants i= due to the non realisation of this cut. '

Customs. —The increase in expenditure is mainly due to the setting up of new
customs posts and the strengthening of the customs lines on Pakistan's borders.

Central Egcise Duties—Additional expenditure has been incurred on the re-

- organisation of the Delhi Collectorate and the strangthening of the preventive staff

-on the land borders with Pakistan. A provision of Rs. 90 lakhs has been made next
year for the.payment to the States of their share of the match excise duty against
Rs. 60 lakhs this vear, the increase being due to the fact that the current year's
payment covers the receipts of only the post-partition period of 1047-48 while next
year's payment would cover a full vear’s revenue.

Trves on Income.—The staff has had to be expanded for expediting the clearance
of arrears and for coping~ with the increased work. The estimates include Rs. 553
lakhs thig year and Hs. 5-39 lakhs next year for expenditure on the Income-Tax
Appellate Tribunals,

“pium.—The demand covers the expenditure of the two factories at Ghazipur
and Neemuch and payments to cultivators. Broad details of the expendityre in-
cluded in this demand are given below:-— <

(In lakhs of Riupess)
Revised, Budget,

" 1948-40 194950
Ghazipur Factory |, . ; ; i . { ‘ 8-36 B-32
Neemuch Factory . ; ) . . . . ’ 1-12 14-93
Payments to cultivators . . ; ’ T S : 63-61 780
Other mise-'aneons charges . . . . ; . 6-27 08:72

Total . B4 -36 1,04-77

-
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Stamps—The increase in the revised is mainly due to additional expenditure
on the purchase of stores, the provision for which this year is now estimated at
Re. 2860 lakhs more than was originally anticipated. Next year’s budget includes
Rs. 76-25 lakhs for the purchase of stores.

Forest —This demand accommodates expenditure on the Forest Hesearch Insti-
tute, Dehra Dun and the Forest College at Coimbatore which the Government of
Tndia have recently taken over. Details of the provision are:—

{In lakhs of Rupeos)

Revised,  Budget
1048-40  1949-50

Forest Research Institute, Dehra Dun i i . " 19+85 31-85
Forest College, Coimbatore . i ; . i . 4:55 3-25
Next year’s budget includes Rs. 632 lakhs for the purchase of stores overseas:

Irrigation, Navigation, Embankmeni ele.—The saving in the revised is due to
technical posts remaining unfilled for want of suitable personnel.

Indian Posts and Telegraphs Department.—An analysis of the diture inclu-
ded in this demand is given in the Profit and Loss Account of ! department
ghown in Statement IX.

Cabinet.—The budget for next year includes provision of Rs, 484 lakhs for the
Prime Minister's Secretariat, at present included in the grant for the Ministry of
External Affairs and Commonwealth Relations.

Conetituent Assembly.—A lump sum of Rs.8 lakhs has been included in the budget
for next year to meet expenditure on the Constituent Assembly for the period it
meets as the constitution making bedy.

Constituent Assembly (Legislative).—This demand covers the nditure of the
Constituent Assembly functioning as the Dominion Legislature. e reyvised in-
cludes Rs. 5-01 lakhs and the budget Rs. 621 lakhs for the Legislative Assembly
_ Department.

Ministry of Home Affairs—The Ministry proper is estimated to cost Ha, 17-06
lakhs this year and Rs. 18.66 lakhs next year and the Intelligence Bureau Rs, 14°11
Jakhs this year and Re, 32-14 lakhs next year. The revised estimate also includes
Rs. 2 lakhs for the training of the All Tndia Administrative Service probaticners and
Rs. 1-14 lakhs for a new Secretariat Training School, The expenditure next year
on these services will amount to Rs. 2-1 lakhs and Rs. 1-6 lakhs respectively.

Ministry of Information and Broadcasting.—The saving in the current year is
mainly due to less expenditure in the Advertisement Branch and the Films Division
of the Ministry.

Ministry of Education.—In addition to the Secretariat the grant covers.the ex
diture on the Director of Archives, the Liaison Officer and his establishiment in
the United States and the All India Council for Technical Education. The increase
in the budget for next year is mainly on the expansion of the Directorate of Archives,

Ministry of External Affairs and Commonwealth Relations—The increase in the”
expenditure this year is mainly on postage, telegram and telephone charges (R, 7
lakhs) and on the external publicity work (Rs.5:93 lakhs} which was taken over during
the year from the Ministry of Information and Broadcasting, The expenditure on
this next year is estimated at Rs. 11-11 lakhs, !

Ministry of Finance—The increase in the revised estimate and the budget
estimste for next year is due.to the expansion of the Ministry to cope with the in-
creased work. The estimate also includes the provision for the headquarters or-
genisation of the National Savings Commissioner.
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 Ministry of Commerce.—In addition to expenditure on the Secretariat of the
Ministry the budget includes Rs, 3576 lakhs for Foreign Trade Control and Rs. 2-04
lakhs for the staff of the Custodian of Enemy Property. The increase in the revised
estimate for this year is mainly due to the additional expenditure on foreign trade
cantrol which is estimated to cost Rs, 34-01 lakhs against Rs. 25 lakhs provided in
the cur.ent budget.

Ministry of Labour —Next year's budget includes Rs. 9-08 lakhs for the Seere-
tariat and Rs. 9-41 lakhs for the Chief Labour Commissioner and Regional Commis-
sioners, Rs. 2:77 lakhs for the Chief Adviser of Factories and Rs. 2.34 lakhs for
the Labour Bureau,

Ministry of Works, Mines and Power.—Provision for the Consulting Engi-
neer, Waterways, Irrigation and Navigation and the Electrical Commissioner with
the Government of India will not be utilised this vear as it has since been decided to
book the expenditure against other demands. The demand also inclutes Rs, 1-14
Iakhs in the revised and Ra. I lakh in the budget foi the Direotor, Oil Development.

Ministry of Transport.—The budget includes a lump provision of Rs, 10 lakhs
for the West Coast Major Port Development Committee. The expenditure on the
Roads Organisation next year is expected to be Rs. 3 lakhs more than in the
current. year. The Railway Priorities Organisation is estimated to cost Re, 6-08 lakhs
this year ad Rs. 5-66 lakhs next frear. -

dMinistry of Food.— The expansion of the Secretariat and the Provineial
organisations accounts for the increase in expenditure this year. The Budget
follows the revised. '

Ministry of States—The estimates include Rs. 1-03 lakhs in the current year
and Rs. 0°52 lakhs next year for the States Financial Integration Committee.

Ministry of Defence—The demand provides for the expenditure on the Ministry
proper and the Pensions Branch. The latter is estimated to cost Re, 17-36 lakhs
this year and Rs. 16-89 lakhs next year,

Ministry of I'ndusiry and Supply.—The Sccretariat of the Ministry is provided
for in this demand while the provision for the expenditure on the subordinate orga-
nisations is included in the demand for Industries and Supplies,

Ministry of Relief and Rehahilitation.—Provision is made for the Secretariat of
the Ministry. Some reduction in the strength of the Ministry is anticipated next
year.

Payments to other Governments, Departments ete—The bulk of the provigion in
this demand is for the payment to the UK. Government for the work done for
India in the Commonwesalth Relations Office. This work, which is mostly in connee-
tion with the payment of the leave salary and pensions of military officers, was ex-
pected to be taken over by the High Commissioner for India during the course of
the year. But as a result of the negotiations in connection with the sterling balances
it has been agreed that the work will remain with the Commonwealth Relations
Office for a period of three years from the 1st April 1948, The work will gradually
decrease and from next year will be mostly confined to work connected with pensions.
The actual amount to be paid as agency charges has not vet been decided but & pro-
vision of Rs, 30 -84 lakhs ]I:m been made in the revired estimate for this ¥ear, againsg
a rentative provision of Ra. 10 lakhs in the eurrent budget, and Rs, 18 lakhs next
L ear,

Audst.—Expansion of the department to cope with the increasing work and the
gradual resumption of audit relaxed during the war years accounts for the inorease
in expenditure.

Administration of Justice.—The expansion of the Federal Court and increased
expenditure on Special Tribunals account for the excess in the revised estimate,
Next year's budget includes Ra. 636 lakhs for the Federal Court and Ra, 291 lakhs
for Special Tribunals.
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Police.—The special police establishment dealing with anti-corruption measures
is expected to cost Rs. 1412 lakhs this year and Rs. 13-2 lakhs next year. The
estimates include a provision of Rs, 3-55 lakhs this year and Rs. 2-75 lakhs next
year for the new Central Police Training College at Mount Abu. Payments to Pro-
vinoial Governments for Agency Police this year are expected to amount to Ra.16:96
iakhs against a provision of Rs. 10:85 lakhs in the budget. Payments next year
will be Rs. 4-89 lakhs less., Provision has also been made next year for an inter-

rovinsial wireless scheme estimated to cost Rs. 2-756 lakhs.

Ports and Pilotage.—This demand covers expenditure of the Bengal Pilot Service
and the Ports Establichments at the major porte including the Shipping Office, the
Ship Burvey Department and the Training Ship. The drop in the revised is due to
less expenditure on the Bengal Pilot Service, the control of which has been trans-
ferred to the Caleutta Port Commissioners from the 16th May 1948, The estimates
also include Ra. 1'1 lakhs this year and Rs, 1-92 lakhs next year for a new Nautioal
College in Bombay and Rs. 16-78 lakhs next year for the purchase of new vessels
for the Bengal Pilot Bervice. |

Lighthouses and Lightships —The working of the lighthouses and lightships is
expected to show a surplus of Ra. 2-39 lakhs this year and Rs, 2-44 lakhs next year
which will be transferred to the (eneral Reserve Fund by provision in this
domand.

Reclesiastical—The Eoclesiastical Establishment is being wound up and the
provision next year is for the payment of leave salaries to those on leave pending
retirement. "

Tribal Areas.—The expenditure provided in this demand relates to the North-
East Frontier. The budget for next year provides Rs, 8085 lakhs for the Assam
Rifles, Ra. 7-22 lakhs for buildings and communications and Rs. 9-78 lakhs for
Political and Administrative oharges. The increased provision in the budget is
mainly due to the provision for additional battalions of the Assam Riflee. A pro-
vision of Rs. 6 lakhs has been included in the demand for Resettlement and Deve-
lopment for the economic development of these areas.

External Affairs.—This demand covers the entire expenditure on External
Affairs except that on the Ministry for which provision is made in a separate demand.
Tt includes provision for all embassies and missions abroad, consular and diplomatic
representation in foreign countries and all High Commissionerships and agencies in
Commonwealth countries, including the United Kingdom. Broad details of the
provision included in this demand are given below :—

{In lakhs of Rupees.)

Revised Budget
1948-49 1949-50

Embassies and Missions Abroad 84-506 76-37
Consular and Diplomatio Services . ! i . 33-84 39-46
Hish Commissionerships ete. in Commonwealth countries 66 - 00 65-27
e a5 T S 35-61 44+81
Qbther misoslaneouns expenditors . 1 . 346- :L_l 33-40
- Total 256-42  2,69°40

A provision of Rs. 7-25 lakhs has been inciuded in the budget for next year for
new embassies and legations abroad. '
Survey of India.—The increase of Rs. 15 lakhs this year is mainly due to
increased expenditure on the Map Publication Office and on Burvey parties.
The expenditure next year is estimated at Rs. 108:08 lakhs of which Ra.
95.92 lakhs will be recovered and taken in reduction of expenditure. Next year
the Map Publication Office is expected to cost Rs. 14-51 lakhs, the headquarters
organisation Ra. 3-7 lakhs and the various survey parties Re. 81-41 lakhs,
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Geological Survey.—The drop in the expenditure in the current year is mainly
due to the saving in the provision for the purchase of stores for which Rs. 138 lakhs
was included in the budget. The staff of the survey is being strengthened next year
but the additional expenditure will be counterbalanced by redueced provision for
the purchgse of stores, i

Mines—Provision is made in this demand for the Indian School of Mines, the
Bureau of Mines and the Chief Inspectorate of Mines. Next year the school will cost
Rs. 635 lakhs and the Inspectorate Rs. 6-96 lakhs. The saving in the current
year's provision is mainly due to less expenditure on the Bureau of Mines and the
Chief Inspectorate,

Archaeology—Next year’s budget provides for Rs, 16-84 lakhs for the conser-
vation of the ancient monuments and archaeological explorations and Rs. 186 lakhs
for Central Archaeological Museums. The increased provision in the next year's
budget is mainly for the conservation of ancient monuments,

Metcorology.—The saving this year is mainly in the provision for expenditure
on telegram charges.

Department of Scientific Research.—This department was created during the
course of the year for coordinating the various research activities, .In addition
to the expenditure on the department proper, which is estimated at R, 2-44
lakhs next year, provision has been made in this demand for the grants to the
Council of Scientific and Industrial Research and other scientifie bodies, The total
proyision for such grants included in this demand next year is Rs. 82-5 lakhs.

Other Scientific Departments—The important items included in this demand.
are given below.—
(In lakhs of Rupees.)

Revised Budget
1948-49 1949.50

Anthropological SBurvey . . 7 . : . 5-66 5-06
frants to.—
National Institute of Sciences, Caleutta . : . 1-67 iy F
Implementation of Scientific Man-power Committes’s
recommendations i : ; . . 50 - 00
Indian Statistical Institute, Caleutta . 500 500
Indian Tnstitute of Science, Bangalore : : 59-70 56-00
Ramakrishna Institute of Culture i : ; ‘ 510 2:10
Fngineering and Technological Institutions i 25-00 6000
Indian Association for the Cultivation of Science 6-98 P
Tamil Academy : L i ‘ v i . 75 75
Central Museum Caloutta - ’ . - -52 -6l
Bose Research Institute 4 ; - . : 4-70 .
Paleo-Botanical Society : : - - s (] T
Other miscellaneous purposes . ; : ‘ 2-31 1-88
1,18-13 1,81-40

* Provision in the next yoar’s budget has beon included in the demand for the
Department of Scientific Research.

Education.—The demand provides for expenditure on the grants to Dalhi,
Banaras and Aligarh Univorsities, the running of the Delhi Polytechnic and grants
to certain schools and institutions in Simla and New Delhi. -

The budget next year provides Rs. 10-23 lakhs for grants to the Delhi Univer.
sity, Rs, 16:42 lakhs for grants to the Aligarh and Banaras Universities, Rs, 7:50 lakhs
for development grants to Central Universitios, Rs, 11-60 lakhs for the Dalhi Poly-
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tachnic, Re, 4165 lakhs for grants o the Visvabharatiand Rs, 10 Iakhs for scholar.
ships to studmnbs of 33haduled sastes and othor baickward classes and Ra, 141 Jakhs
for grants to the Indian Woman's Univer: ity.

Medical Services.—In addition to the expenditure on the headquarters organi-
sation and the Contral Drugs Laboratory the estimates include Re. 1206 lakhs in
the revised and Rs. 6:59 Jakhe in the budget for grants for medical purposes,
The saving in the enrvoat year is mainly dus to less expanditure on headquartors
establishment.

Public Health.—Provizion is made in this demand for the All India Institute
of Hygiens and Public Health, the Malaria Institute of Indis, the Central Research
Ingtitute, Kasauli, and Port Health and Quarsntine establishmonts. Part of the
expenditure on the Malarial Institute of India is met by contribution from the
Coal Mines Labour Welfare Fund. The budget for next year ineludes a provision
of Rs, 7-01 lakhs for the manufacturs of B. C. G, vaceine in India (expenditure
on which is estimated at Rs. 185 lakhs this year) and Rs. 5-5 lakhs for the imple-
mantation of the programme in India of the World Health Organisation., The
headquarters establishmeont is estimated to cost Re. 11-23 lakhs next year.

Agriculinre — The more important items of expenditure are set out below:—
(In lakhs of Ra.)

Revised Budgi t
o 1048.40  1040-50

Indian Institute of Agricultural Research . ; . 1700 1954
Direstorate of Plant Protection, Quarantine and Storage 4+ 00 11-78
Directorate of Evonomies and Statisties | R T 579
Central Greund Water Organisation | i . y 12+ 14 2-32
Agricultural Research Schemes . : : - % 1-99 1-29
{rauts to :—

Indian Central Juto Committos : . ] : 1000 1000

Indian Central Sugareane Committes | . : 1250 4

Indian Central Tobacco Committee : - ; 10400

Indian Council of Agricultural Research—

Administrative Expenditure 5 ] s . 660 710
Payment to I. C. A. B. of the net proveeds of the cess

on agriculturs] produce . - - 3 § 17-256 14-00
Agricultural Marketing . . ; : a . 10-31 1079
Fumigation of American cotton . : 5 s 1-04 1-26
Other Mizcoellaneous Expenditure & H . . 3:53 4-06

1,07'26  88-83

In addition, the revised includes a provision of Re. 133 lakhs for transfer to

=n ad-hoe fand of the amount 1eceived by Government on account of the increase

. the price of stocks of sugar frozen by Government, when sugar was decontrolled

10 December, 1947, The deposits in the fund will be utilised for expenditure on the
development of the suger industry,

The entire expenditure on agricultural research schomes will be rocovered from
-the Indian Couneil of Agricultural Research and the Indian Central Sugarcane
Committee. '

Civil Veterinary Services.— Provision ia included in this demand for the expendi-
‘tare on the Research Institutes at Muktesar and Izatnagar and for certain researoh
schomea finanoed by the Indizn Council of Agricultural Research. These schemes
‘rs estimated to cost Re. 2:08lakhs this yearand Ra.1-88lakhe mnymr;
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Inmdustrics and Supplies.— Provision is made in this demand for all the organisa-
tions under the administrative control of the Ministry of Industryand Supply. The
more important items of expenditure included in this demend are set out below :—

{In lakhs of Rs.)
Reviged Budget
1948-40 1949-50
Grant to the Council of Soientific and Industrial

Rosearch . . . s s ; 43-98 o
Grant to tha Textile Rosearch Institute, Ahmedabad . =7 “E
Government Teat House . 4 £ - i . 546 B4,
Central SBerieulutral Research Station . A y 1-11 1-11
Director General, Industry and Supply . . : 02-06 B5-41
Director General, Disposals : ? - . . 1,19-08  1,18-01
Director of Industrial Statistics 7 : 3 . 3-08 3-32
Inspectorate of the Director General, Industry and

Supply : . . . * s ) 43-37 4853
Iron and Bteel Control Organisation . . . . 10-42 21-10
Coal Commissionst, . . . i ; i 21-39 20-89
Textile Commissioner . ! T 2 b 39:31 4561
Textile Enforcament Directorato . . : i 1-78 15-22
Mathematical Instruments Office . = ; L 15-83 14-28
Indian Supply Mission in U.5.A. . y , . 14-81 168-69
Indiz Stores Dopartment, London . - - . 31-76 35-27

The revised estimale also includes & sum of Rs. 1-64 lakhs for transfer to
the Cotton Textiles Equalisation Fund which will be covered by a corresponding
provision in the Revenue Estimates. The amount provided for Director General,
Disposals is inclusive of Rs. 57-55 lakhs in the revised and Rs. 59-08 lakhs
in the next year's budget fur the United States Burplus Stores Organisation.

The total gross expenditure en all the organisations under the Ministry
of Industry and Bupply is estimated at Rs. 4'56 crores this yesr and Rs. 4-51
¢rores next year but this will be partly covered by recoveries of Rs. 50- 68 lakhs
and Rs, 5801 lakhs in the two years respectively on account of the surcharge
levied on purchases inade through the India Stores Department. '

Salt.—Prov'sion is mnda in this domand for the expenditure on the manufac-
ture and sale of salt in Government factories and for certain royalties and
compensations, payable mostly to Indian SBtates. The saving in the current year
mainly occurs under this head.

Overseas Communication Service.—The expenditure will be more than covered
by the revenne from the service,
Delhi Transport Servics.—This servioe was taken over by Government after the

budget was framed. The expenditure will be more than covered by the revenue
from the service,

Tsle}:hmae Fagtory.—Provision is made in this grant for the revenue expenditure
on the Gover yment Telophono Factory which is being set up at Bangalore. '
docision to set up thix faotory was taken after the budget was framed.

Awiation.—The expenditure on the Acronsuticsl Communication Service and
Aeronautionl Training and Education this year is expected to show n saving of
Ra. 28-15 lekhs while the provision of Rs. 10 lakhs for air transport development
will not slso be utilised. These savings are partly counterbalneced by increased
expenditure on grants for aviation purposes, werks and the non-realisation of the
deduction of Rs. 8 Jakhs made in current budget for economy. Next year's
budget provides for additional expenditure of Re, 15-13 lakhs on aerodromes and air
routa seryice, Rs. 13-31 Inkhs more on the Asronautical Communication Servies and
R 5. 20+15 lakhs more on Aeronautioal Training and Education, The budget also
pr ovides Ba, 10 lakhs for air transport development,

i
|
'\
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Broadeasting.—The budget for next year includes Rs. 25 lakhs for the davm
ment of the new Pilot Stations at Vijayavada, Allahabad, Cuttack, ste., Bs.7

for the opeaing of the new stations at Dharwar and Calicut, Rs, 5 lakhs for the main-
tenance of the new high power transmitter and Ra. 3 lakhs for the taking over of
stations in the Indian States.

Commercial Intelligence and Statistics.—This demand covers expenditure ‘on the
Directorate of Commercial Intelligence and Statistics, the Economie Adviser to the
Government of India and his nisation, the Administrative Intellizenee Room,
Commissioner  General for Keonomio and Commergial Affairs in Iurope
and all Trade Commissionerships overseas.

The Trade Commissioners’ Service is expected to cost Ra. 16'78 lakhs this
year and Rs. 28-13 lakhs next year. There are now Indian Trade Commissioners
in London, Paris, New York, Toranto, Buenos Aires, Alexandria, Mombassa, Teheran,
Colombo, Sydney, Tokyo, Baghdad, Rangoon, Karachi and Dacea.

Clensus—The increase in the expenditure this year is due to additional expendi-
ture on abstraction and compilation. The expenditure on this account will gradually
inerease with the approach of the coming census.

Miscellaneous Departments—This demand, as its title implies, covers a number
of miscellaneous organisations for which provision cannot conveniently be made in
other ‘demands. Provision is also included in this demand for the transfer to the Coal
Mines Labour Welfare Fund of the net proceeds of the Coal Mines Labour Welfare
Cless and to the Mica Mines Labour Welfare Fund of the net proceeds of the export
duty on mica. Detailsof the provision included in this demand for the more import-
ant, organisations are given below.

{In lakhs of Rup_es)

Revised  Budget
194849 104950

National Library Calcutta ! ; ; ' . 218 292

Controller of Patents and Designs . i % . 399 425
Chief Inspector of Explosives . : . ; : 332 3-53
Superintendent of Insurance . i : : ; b 26 b5+53
Registrar of Trade Marks . . . . . . -84 751
Seamens’s Welfare Organisation . . . % 1099 3712
Courts of Enquiry and Boards of Conciliation ete,, under

the Industrial Disputes Act, 1947 . . . . 1-74 1-01
Central Electricity Commission . - A . G 13 78 496

The payment to the Coal Mines Labour Welfare Fund is expected to amount to
Re./80 lakhs next year and that to the Mica Mines Labour Welfare Fund Rs. 15 lakhs
The Budget also includes Rs. 40 lakhs for payment of net proceeds of excise duty on
coal and coke to the Coal Mines Stowing Board. The Central Electricity Commission
for which provision is made in this demand has been formed by the amalgamation
qfthecenmlTechnimiPumerdmdthemgmmﬁmuf the Electrical Commis-
sionet to the Government of India. Provision for the former used to be made in the
demand for Resettlement and Development and for the latter in the demand for the
Ministry of Works, Mines and Power. The expenditure on the Commission next

is esitmated at Rs. 16-54 lakhs of which Rs. 11-58 lakhs will be redovered
m the Provineinl Governments etc. :
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Currency.—The increase in the expenditure this year is due to the sdditional
purchage of stores and machinery for the Currency Note Press. The saving next
year is mainly in the provision for purchase of stores overseas.

Mint—Inerensed expenditure is anticipated this year on purchase of additional
stores and machinery, This demand covers the expenditure on the Min‘s at Calentta
and Bombay,

Civil Works.—The increase in the revised is mainly due to the non-realisation
of the eut of Rs. £5 lakhs for probable savings and to additional expenditure on
maintenance tools and splants, grants in aid eic. which is estimated to be Rs., 9
lakhs more than was expected when the budget was framed. Part of this excess
will be covereg by savings in the provision for suspense transactions (Ra. 42 lakhs)
and by less e:c%endjtum (Rs. 36 lakhs) on the maintenance of National Highways.
Next year's budget includes Rs. 28 lakhs for original works costing less than
Rs. 1 lakh, Rs. 208 lakhs for the maintenance of National Highways and Rs. 275
lakhs for repairs ete. The establishment charges next vear have been placed at
Rs. 164 lakhs next year of which Rs. 144 lakhs will be recovered from other Govern.

ments, Departments sto,

Central Boad Fund —Provision has been made for transfer to the Central Road
Fund of its share of the customs and excise duties on motor spirit-at the rate of 2}

annas o gallon.
F

Territoriol and Political Pensions,—This demand aecommodates the Political and
Territorial Pensions which used to be included in the late Crown Representative's
Budget.

Stationery and Printing—The expenditure this year on the purchase of paper
and other stationery stores in India is now estimated at Rs, 314 lakhs against
Rs. 185 lakhs provided in the budget. Demands from the various departments
were unusually heavy.

Miscellnneous,—The exoess in the revised is mainly due to the increase in the
expenditure on the payment of subsidies to Provincial and State Governments
on supplies of imported food grains and on the payment of bonus te Provinces on the
internal procarement of food grains. The total provision on this account in the
current year’s budget is Rs, 19-91 crorves but this covered subsidies only for the
first nine months. In October 1948 it was decided to raise the Central share of the
subsidy to Provinees from 2/3rds to § thsand to meet half the loss sustained by
Indian States also. The total expenditure this year , which covers the requirements
of a full year, is now estimated at Rs. 31 06 crores. Next year the total expenditure
iz estimated at Rs. 32 07 crores. The budget for next year includes Rs. 34 <16 lakhs
for miseellaneous contributions by the various Ministries to international and
other organisations, Rs. 6'45 lakhs for Special Commssions of Engniry and
Rs. 11-06 lakhs for the Motor Spirit Rationing Scheme. The rest of the
provision is spread over a number of heads.

The grant of an ad hoe increase of Rs. 10 in the dearness allowance to Cantra’
Govt. employees drawing upto Rs, 250 is expected to cost civil estimates R, 2
lakhs this year and Rs. 144 lakhs next year. It was not possible to include provision
under the various demands for this expenditure, Provision has therefore been
included in this demand and during the course of the year this provision will be

‘surrendered and supplementary grants taken.

The provision of Rs. 25 lakhs for payment to H.E.H. the Nizam as guit: rent

. for Berar has been omitted as this payment will not be made.
Ezxpenditure on vefugees—A provision of Re. 10-04 crores was made in the
ourrept yesr's budget fcr expenditure on relief and rehabilitation. The setual
expenditure is now estimated at Bs. 19+45 crores the incresse being partly dae to
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carry-over of certain liabilities from the previovs year, mainly for payments to
Provineial Governments, and to increased expenditure on relicf, the flow of which
has to be regulated with reference to changing requirements. The expenditure
next yearis expected to be appreciably less with the pregress of the various re-
habilitation schomes, In addition to the provision in the revenue budget mentioned
above, a sum of Re, 15-26 crores hae been included in the capite]l budget this year
and Rs. 2134 crores next year for advances to the Provincial and Stete Covern- -
ments, the Rehabilitation Finance Administration and the refugees. Next year’s
_ capital budget also includes Rs. 1-03 crores for construction work in connection

with rehabilitation.

Defence Services— The, provieion for Defence Services in the curient year was
made in five demahds, one each for the three rervices, one for supplies and storese
and one for non-effective charges, The provision for supplies and stores has now
been distributed over the three services and, in consequence, only four demands will
be presented for next year. The sub-heads of the demands give broad details of
tho e xpenditure and fuller detailsare given in the separate memorandum ciroulated
with the budget papers. The net expenditurs this year is estimated at Rs. 155-43
crores and for next year a tota) provision of Re, 157-37 crores has been included.
Tnaddition, Rs. 15 crores have been provided in the capital budget for the acquisi- "
tion of permanent assets particulars of which ere given in Part 11,

Grands to Provincial Governments.—In addition to the annual grant of Rs. 30 lakhs
to Assam and Rs. 40 lakhs to Orissa a provision of Re. 225 lakhs has been included
in the revised and budget for grants to West Rengal and East Punjab.

Resettloment and Development.—The total expenditure on resottlement this
year is expected to amount to Rs. 1,52°25 lakhs while & provision of Rs. 1,48-85
jakhs has been made innext year’s budget. Next year’s budget also includes &
sum of Rs. 2,07 lakhs for expenditure on development schemes. In additicn a
provision of over Rs. 101 crores is also being made in the eapital budget for
development expenditure and loans, Broad details of the provision for develop-
ment schemes are given in Statement VILI.

The saving of Rs, 1-22 crores this year is due to the transfer of the provision
of Rs. 19-01 lakhs for the Central Technical Power Board to the grant for Miscella-
neous Departments, less expenditure on some of the resettlement sehemes, notably
the scheme for the technical and voeational training of demobilised soldiers ard
the land settlement scheme, and the recovery from other Departments etc.,
of the expenditure on the technical and voestional - training of adult
refugees for which a provision of Rs. 40-67 lakhs was included in the budget. The
lump sum proyision for schemes under consideration is not alse expected to be
utilised fully during the year. ,

Pre-partition Payments—Provision is made in this demand for expenditure on
pre-partition liabilities which are initially met by India. Pakistan's share will
be added to its partition debt to India. Provision has also been included im this
demand for the payment of the outstanding dues to Provincial Governments which,
but for the partition, would have heen paid by the undivided Government. India
will now make these payments only to Provinces or parts of provinces located in
the Indian Dominion. The total payments this year of which Rs. 4-75 crores re-
present payment to Provinces on account of the provincial share of pre-partition
income tax and Rs. 7-11 crores reimbursement to Pakistan of the payments nrade
by it to third parties between the 15th August 1947 and 31st March 1948 are
estimated at Rs. 20-75 crores. For next year a Jump sum provision of Bs. 10 crore
has been made, '
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D:lhi —Provision is includ»d in this Dymand for ths Lol Administration of
the Dolhi Provings. A broad anal yaig of the estimatad expanditure is given be- .
fwo; —

(In lakhs of Rupees. )

Raovised, Budget,
1948.49 1949.50

Direot demands on revenue (Cost of tax colleetion) 10-21 10-0
Livil Administration—
Administrative Dapartments . : 0895 8401
Bineficent Dspartments i i . 7871 65-73
Missellaneous Expenditure & . . 2804 26-40
E 21301 1,86-16

T inrasse inexpinditare this year mainlyYoccurs under Police (Rs. 33 lakhs).
Hd1tion (R 17 1ikhs), Medieal (Rs. 5 lalchs), General Administration (Rs. 5lakhs).
Inzressad expanditure had to Be incurred on Police following the Jarge influx of
valuziss inte Dolhi, whils insressed grants had to be made to schools on sccount
of piy anl dri-n:ss allowance of school toachers. Expenditure on Police and
Edacstion togethar nsxt year is axpocted to be Rs. 24 lakhs less than in the current
YEar,

Ajmer-Merwara— The demand provides for the local administration of the
Ajmer-Merwara Provinee. An analysis of the expenditure included in this demand
€3 given below:—

(In lakhs of Rupees.
Revised, Budget,
1948.49 1949-50
Direot Domands on Revenue (cost of tax
collection) . - 5 : . 4-05 8:03
Civil Administration—
Administrative Departments . . 28-13 24-33
Beneficent Departments . : 28-71 22-92
Miscellancons Expenditure (mainly in con.
nection with cuntrols) , A S 1458 10-77
Total , . 76-37 66-05

Andaman and Nicobar Islands—A considerable portion of the expendifure
dncurred in the Andamans is on the exploitation of the forests in the ielands and t]
provision on this account amounts to Rs. 48-35 lakhs this year and Rs. 54-94 lakl
mext year, Expenditure on Port: Fstablishments accounts for Rs, 20+32 lakhs this
year and Rs. 2026 lakhs next year. The rest of the expenditure in both the years
s on ordinary charges of administration, of which the beneficent departments will
absorb Rs. 933 lakhs this year and Rs. 10-49 lakhs next year. There is also a
=pecial provision of Rs, 5 lakhs this year for compensation for loss of property and
Rs. 1 lakh this year and next year for contribution to settlers on land in the islands_

Eelations with Indian States—Provision has been made in this demarnd for
the regional offices under the Ministry of States and the organisations subordinate
to them and for the Military Adviser, Indian States Forces. The budget for next
year includes Rs. 3565 lakhs for reserve and other police under the administrative
control of lheIMiniatry of States, on which the expenditure this, year will be
KBs. 5154 lakhs, '
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Intzrest on debt and other obligations,—Under the Indian Independence (Rights,
Property and Liabilities) Order, 1947, all liabilities in respect of such loans, guaran-
tees, and other financial obligations of the Governar General in Conncil ontstanding
immediafely before the date of partition have been placed on the Dominion of
India, subject to the recovery of an appropriate contribution from Pakistan. Pro-
vision has sccordingly been made for interest on all outstanding loans. In .
regard to the outstandings in respect of Post Office Savings Bank and Post Offic:
Cash, Defence and National Savings Certificates it was agreed that each Dominion
-should take over liability for the deposite and certificates ontstanding in its respective
.ares subject to adjustments for transfers from ons Dominion to another till the 31at
March 1948. The provision made for interest on Savings Bank Deposits and for
bonus on the Certificates takes into account this decision of the Partition Coungil,
It has been assumed that the balanges in the Provident Funds of (Government
servants who opted for either Dominion will be taken over by that Doeminion
from the date of the partition. Similarly the provision for interest on Depreciation
-and other Reserve Funds and the recovery of interest on the capital ontlay of Com-
mercial Departments allows for the reduction in the outstandings as a result of the
partition. As mentioned eatlier, a moratorium of four years has been given to
Pakistan for the repayment of the partition debt and consequently no credit has
been taken in these estimates for any recovery from Pakistan. '

The payments on account of rupee and sterling debt (details of which appear
in the Demands for Grants) and the transfers on account of interest charged on
“Commercial Departments are broadly summarised below.

STATEMENT VII
Budget, Revised, Budget,
1948.49 194849  1949.50

Gross PAYMENTS
A —Interest on Ordinary Debt.—

(t) Rupee Debt.—

{(a) Management of debt ; . . 27-50 2574 26:15
(b} Expenditure connected with the issue of
new loans . 5:70 5-55 7°50

(e} Discount written off to revenue . L 6015 G0-30 62:15
(d) Interest on temporary loans F, % 4450 11,3875 2,358-00
(e) Payment of prizes in respect of 5-year

Interest-free Prize Bonds ¢ - 10-00 10-00 e
(f) Interest on all otherloans . . . 43,8777 42,70'35 43,45-06
gy Dtherdtamns . . . . | . *30 *30 *30

(ii) Sterling Debt.— °
(a} Interest on loans contracted in England 19°44 . 20-28 12:00

{b) Interest on Railway annuities . . 6915 65-15 5B 74
(¢} Interest on outstanding liabilities of i

Railway companies taken over on purchase 32 *35 22

(d) Management of debt . ., . . SO T <25 . =90

{e) Other items . -~ ; . i 5876 58-76 b6 *51

ToranL . 46,93-99 46,5078 48,00-83
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Budget, Revised, Budget,
1048-48  1048-49 194950

B.— Interest on Unfunded Debt and Other Olligations—

Bonua on Post Office Certifientes 1 . 3,14°05 3,02:90 33195
Post Office Savings Bank Deposits ] 24030 2,30°00 2,70-90
State Provident Fonds . 3 5 . 30577 3,03-65 35,0828
Bervice Funds . p . E f i 17-26 16:79 1580
Railway Depreciation Fund g 3 . 29415  3,00-41 2.65°88
Railway Reserve Fund . : ? ; 21-98 19-59 1989
Railway Betterment Fund 41-12 4180 40-33

Posts and Telegraphs Renewals Reserve Fund  16-67  17-08 1708
Other items : , : : ; 2,56°69 24995 2,54-80

Torar . 14,87-04 1282-17 15,22-91

Gross PAYMENTS . 61,8103 6141-05 63,32-74

C.—Tranafers—
Deduct—Amounts transferred to—

“ailways 5 : ¥ . - . 225381 £2,24:38 22,8854
Irrigation . 5 . : : 5 45 01 *p
Posts and Telegraphs : . . - H6- 84 00- 86 05 66
Commutation of Pensions | ; ’: ; =060 11-02 10-24
Provincial Governments . - . ; 1,86-02 1,96-39  2.81-60
Other heads . - . . F . 9-03 1,27-82  2,26-45

Total Deductions .  2565°656 26,5118 29,040

NET InTEREST PaymenTs . 36,1628  84,00-77 34,2034

(a) The large increasein the interest charges ou temporary loans is due
to the issue of ad hoc treasury hills for Rs, 206 croves to EE; Reserve Bank for
the purchase of sterling required to pay the U. K. Government for the purchase
of annuities for financing the payment of sterling pensions ard the acquisition
of Defenoe stores and installations belonging to the U, K. Govonment and left
behind in India. These treasury bills will be gradually eancelled,

(b) The large increase in recoveries under * Other heads” is due to the
adjustment under this head of the interest portion of the annuities received from
the U. K, Government under the Sterling Balances agreement, The princi
portion of thir payment will be adjusted in reduction of capiial expenditure, The
current year's reviced includes Rs. 11827 lakhs and the budget for next year
Rs. 21228 lakhs on aceount of this recovery of interest,

Staff, Houschold and Allowances of the Governor Gemeral—The reduction in
the budget next year is mainly due to the refixaiion of the galary of the
Governor General, :

Federal Public Service Commission.—The appointment of additional members
and inecreased expenditure in connection with examinations account for the
increaced provision in both revised and budget,

-




Demand

Forest .
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Ports and Pilotage .

Mines

Meteorology .

Department of Beientifio

Other Scientific Depart-

ments.

Education

Medical

STATEMENT VIII

Provigion jfor Devclopment Expenditure

27

{in lakhs of Rupees)

(A) Revenne Budget’ Particulars

Reorganisation of the Forest Research
Institute,
Forest Colleze, Coimbatore . . d

Nautical College, Bombay . i

Indian Bureau of Mines . . .
Development Schemes . F
Grants to :—

National Institnte of Sciences, India
Indian Association for the Cullivation uf
Seience.

* Paleo- Botanical Society i 4

Bose Research ]‘.usmtnta Gn.lmxtt.n.
Other Rescarch Institutes . "
Department of Scientific Reaearuh .

Grant to :—
The Indian Statistical Institute, (}a.lmt-tn.

Tamil Academy, Chepauk
Ramakrishna Mission .

Ruml Asmt.m Society Bengal
and Technological mst:tutau.
Po Lgraduate grants . i

ian Institute of Science, Bangnlom .

Taking over of Lawrence Memorial
Schools at Lovedale and Sanawar.

Scholarships to scheduled castes and
backward classes.

Grants to :—

Institution of Engineers : i &
Aligarh University ! . . .
Delhi University . ; 7 ; 5
Jamia Millia : . c : ;
Central Universities . 2 i -
Anjuman-e-Tarake-¢-Urdu

Banasthali Vidya Pith ; ' %
Hindi Sahitya Sammelan . . .
Tata Institute of Social Sciences '
Indian Women's University . . F
Banaras University . : = :
Vishwabarathi :

Guralul, Knngra : .
Grant to Indian Nursing Council . i

" Indian College of Nursing . . .

G-

3

Amount

93

26

1-92

B
43-97

Lo

10

]

o
REEH

o mmmts =Sa ww-
$8 pessatRezaees

80

85

00
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(In lakhe of Rupees)

Demand . Particulars Amount
Public Health ] . . Tnstitute of Hygiene and Public Health 1-70
Malaria Institute of India . 3-24
: Grant to Indian Research Fund Associa- 1200
tion.
Manufacture of B, 0. G, Vaccine . i 701
Central Health Education Burean : 3-15
Special grants . . . . 3-00
Wﬂr\d Health Drgamaatmu . . 5450
Agriculture . : . Extension of Agricultural Research 1-04
L Institute. ¢
Plant Protection, Quarantine, and 9-290
storage. ’ i
Central Groundwater organisation = . 2-32
Ceritral Vegetable Breeding Station i -40
Civil  Veterinary Ser- Artificial insemination of cattle . « - 50
vices. -
Reorganisation of Izatnagar Institute . 1-00
Industries and Supplies . Cottage Industries Board . . 8-00
Indian Dairy Department Reorganisation of Dairy Research Insti- 75
tute.
Tﬂlﬁﬁhona Factory . . 851 |
Miscellaneons Depart- Reorganisation of National Library Cal- 1-40
ments. . cutta,
Aviation . i . Development schemes . . ; 208 -00
Broadcasting . . . Development schemes . . v e 64-00
Civil Works . . .  Maintenance of National Highways o 208-26
Grant for Tripura access road . . 30-00
Resettlement and Development. '
Forest —Schemes in Ajmer-Merwara 1:31
Tribal Areas :—
Economic development . . 6-00
Other Beientific ments :—
Central Nati Museum of Art . 1-00
Education :—
National Cultoral Trost . 1-00
¥ Development schemes in .&3mm- 5-30
Merwara.
Basic education . - ' b-00
Central Institute of Education = 1-50
Delhi Schemes 17-20
Prflespamt:un of text-books in federal - 60
anguages
Film library of Central Burean of -66
Edueation.
Crants for fundamental research . 4-0p
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PDemand

(In lakhs of Rupees)

Resettlement & Develop- Education—

ment

Particulars Amount:
Central Institute of Psychology 1-00
Eastern Higher Technical Education 5-85
Adult Education . ; i J 9.00
Central Board of Physical Education . -25
Grants for physical education . . 1-00
Training Centre for the Blind ’ : 1:26
Introduction of books in braille . ‘ 26
Grants to National Academy of Hindus-
tani Musio, Lucknow | . . 25
Central College of Karnatic Music; Madras 25
Braille Printing Press, Dehra Dun " -85
Other schemes 67
Medical—
Bureaun of Standards . . . 70
Upgrading of Medical Colleges in India 560
Tuberculosis Tnstitute in Delhi Univer-
gity ; . NE. . -6
Delhi Rural Health Organisation . 1:23
Tmprovement of drinking wella in
Delhi Provinee ; ” ; 66
Medical College and Hospital for Licen-
tiates in Caleutta : ; ! 25-14
Taking over of Lady Hardinge
Medical College, New Delhi . . 1000
Other schemes . . . i 6:68
Agriculture— -
Agriculture and Grow-More-Food
Schemes, Ajmer-Merwara . : 537,
Central Potato Research Institute , 4-07
Central College of Agriculture . . 6-16
Training Centre for Agricultural
Machinery operators . . . -63
Central Rice Research Institute - 2:37
Poultry Development Scheme, Delhi . 72
Other schemes i . . . 100
Veterinary :(—
Cattle breeding farm, Jubbulpore  + 410
Industries and Bﬁpﬁas.—
Grant to the Indian Standard Instifution 200
Fisheries schemes . . . . 10-11
Other schemes . . . ' 75
Miscellaneous enta
" Manufacture of Milk Powder . . 1:00
U‘hhﬁf BGI]'B'IIIHB . - . ® y * ﬂ
Planning and Development—
Ceritral Waterways, Irrigation &
Navigation Commission ' . 20-86.
Advanced studies abroad 22-69

Agriculture Labour Enquiry Committee  10-00
Resettlement i . : % 148-95

Total . 12,82-94
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'
(In lakhs of Rupees}
Demand ] Particulars - Amount
(B) CAPITAL BUDGET
Capital Outlay on Forest  Buildings for Forest Research Institute,

Dehra Dun . 17-00
Andaman Forest Department—]’lnﬂdmgs
and Cloemmunications & 17-9L
Capital Outlay on Develop- TIrrigation Projects
ment.
Kosi . 2026
Narbada and Tapm 3200
Asaam Valley 12-00
Sabarmati . 4-00
Damodar Valley 2.18.91
Ganga Barmge . 4 G600
C. P. & Bastar Invesugatwns 13-00
Cooryg Schemes : 2-58
Land and buildings for CW]NG 10-00
Hirakud 5-00
Agricultural mxpmvement —
Central Potato Ressarch Institute 3-50
Central Rice Institute . 5:00
Buildings for Agncult.ura! Rmrch -
Institute . 500 |
Civil Works—
Buildings and roads . - i 89-59
National Highways ; i 2,30-52
Subsidies for Coal Miners’ H-maas 3-00
Industrial Safety Health and Wﬂlfn.ra
Museum . 1-33
Grants to Provinees—
Grants for Development . . . 25,45 -00
Grants for Education schemes 1,36-00
Capital Uutl&y on Industri- Fertiliser Factory Sindri . 4,02.95
al Development Investment in Sh:ppmg {l‘nrpnra.tmn 3,08-00
Fisheries Research Schemes 1935
Govt, Honsing Factory - 13-07
Construction of National Lu.bnmtmes 75:0
Telephone Factory : " 7300
Steel Works ; 6000
Manufacture of sy nthetm ml 30-00
Heavy Electrical Equipment Factory 3000
Machine Tools Factory. i a 15-00
Manufacture of Dry Core Cable 30:00
Manufacture of Wireless Eqmpmant 1500 |
Cement Factory, Sindri = 10-00 |
Diesel Engine I‘aftm'v 100
Manufacture of exptosweq for civilian use 300
Peneillin and Paludrine Factory 8-00
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(In lakhs of FRupees)
Pemand Particulars . Amount
*Capital Outlay on  Civil Civil Aviation . Y é = o 2.02-00
© Aviation. :
Capital Outlay on Broad- Broadcasting . i f " . 96-00
casting.
dnterest-free and Interest- Lua.natomemes muludmg loans f
bearing Advances. Grow-More-Food . . 49,25:00
Loans to Major Port Trusta E . 04-27
Qther loans . " . % . 45-21
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STATEMENT
Statement showing Profit and Loss of the differene

Post Office Telegrapha
"HEADS |
Budget Reviagd Budget Budget Revised | Budgef
Eastimate, | Estimate, | Estimate,| Estimate, | Eatimate . Estimate,
1948-49 1948-49 LO40.00 1648-49 1948-49 19849-50
GROBS RECEIFTS
(i) Posiage and Measagn \
Revenue H i 12,563,685 14,49,20 14,8630 4.50,71 5,68,45 5,04,16-
(4d) Miscellansous Re-
venue . ¥ i 2,38,01 2,37,92 2.40,75 63,67 o83 50,76+
(if) Revenue Roonipts
of T#lephone
Dii'?t-l'iljtuﬂ . . e g . - - X
Torar . 14,92 56 16.87,12 17,2706 &6,5%,38 6,10,18 ﬁ,i?,'ﬁl.‘%
EXPENDITURE
Genl. Administration . 11,05 13,28 13,30 51,98 53,96 36,76
Account & Audit . 33,32 40,05 47,18 13,12 17,74 18,15
Control-—Cirele Offics 51,85 62,47 70,42 13,76 13,056 16,85
Engg. Expenses | . i S e 90,47 f1,58 92,06
Poansionary Charges . 1,05,55 1,04,08 1,01.52 29,01 23,67 26,88
Btamps, Posteards,
rinting and Sta-
tionery % i 1,01,83 1,21,02 1,23.7 7,63 7,43 7.58
Maintenance of Apsets . 2745 24,43 32,11 47,14 41,24 44,98
Postal Expenses (in-
cluding oost  of
combined offiees) . | 14,79,13 | 14,81,22 | 18,6795 ‘3 o =
Telegraph Traffie Ex- .
penses  (excludin
cost . of combine
offices) . & i = e 1,70,27 1,686,22 1,580,100
Telephone Expenses . Va ‘s . o a a5
Expenses of Telephons
Districts . : . s scx ki
Contribution to RRF| . 3,00 3,00 3,00 27,00 27,00 27,00
Inter-Branch  Adjust-
ments z .| —86,89 —25,81 | —25,78 44,16 —3.41 —A4.17
» ToTaL 17,76,79 18,13,84 20,23,67 4,54 44 4,28.48 4.46,04
Deduct—Credita to
Working Expenses . | —61,25| —68,04 | 72,08 | —a804| —5438 ] —25.16
Not Working Expenses. | 17,15,54 | 17,4480 | 10,51,50 | 406,40 87400 | 45198
Initerest on Debt : 9 | 1,52 —43 56,78 56,80 54,93
' Gmaso Torar .| 17,1648 | 17,43,38 | 19,51,18 |” 4,62,13 4,30,99 4,768,71
Profit (+) orloss (—) | —2,28,02 | —56,26 l —2,24,11 | 501,25 | 41,88,19 | 4-1,68,21
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IX ! :
Branches of Posts and Telegraphs (In Thousands of Rupees)

Telephones Radios Total

Budget | Revised | Budget Budget | Hevised| Budget| Budget | Revised| Budget

Estimate, [Estimate,| Estimate, lEst-imnte, Esti- Esti- | Estimete, | (Eati- Tsti-
1948.49 | 1048.49) 1940.50 | 1948-40 | mate, | mate, | 1048-49 | imate, | mate,
1045-49 11948-50 1045-40 | 1949-5600

day __—.r_______.._

- 2,40 2,04 2,54 17,45,76 [20,20,08 | 20,883,000

3,60,05 | 9,01,60 4,12,86 13,42 3,406 3,63 8,76,05 | 6,89,81 | 7,0%,000

2,38,10 [ 2.25,00 | 2,35,00 o - i 2,38,19 | 2.25,00 | 2,35.00

5,98,24 | 6,16,60 | 6,47,86 15,82 6,10 6,17 | 26.60,00 {20,29,00 [30,26,00

. e ——
3

76,40 | 80,41 1,04,10 2,48 4,00 9,62 1,41,91 |11,61,75 | 1,67.%8

2.4% 5,16 5,08 74 (5] 71 4865 | 63,83 | 61,10

4,40 4,68 8,21 35 42 56 69,86 | 70,62 | 94,14

20,00 | 19,04 22,56 6,83 5,11 593 1,17,28 | 1,06,6% | 1,21,R4

9,82 7,48 046 1,32 82 1,11 1,46,60 |1,36,05 | 1,38,97

1,67 1,50 1,65 52 50 52 1,11 56 | 1,30,45 | 1,33,38

zn.a,an 33,02 36,01 1,42 2,51 2,50 1,10,60 | 1,00,00 | 1,16,45-

e 3 - i o o 14,70,18 |114.81,22] 16,67,95

b T = ai o s 1,70,27 11,66,22 | 1,80,10

& & v 6,04 8,53 | 10,44 6,64 8,58 | 10,44

1,00,33 1,01,26 1,14,21 =% e e 1,006,335 1,01,26 1,14.21

1,02.49 96,87 1,02,81 1,02,48 45,67 | 1,02,31

17,50 | 17,60 17.50 “o50| 250 | 280 50,00 | 50,00 | 50.00
481,47 | 428,60 | 490,43 128 458 +46 45 oy iy
401,43 | 89420 | 44972 | 2205 | 2541 | 28,34 | 26,5471 [26,61,08 [20,45,67

%
—59,86 | —71,64 | —83,62 —65 [ —1,20| —80 | —1,69,30 |—1,96,15|—1,81,66
3,42,07 | 3,22.68 | 3,66,10 91,40 | 2412 | 27,54 | 24,8541 [24,65,78 |27.67,01
3876 | 34,00 39,56 120| 12| 150 06,63 | 90,66 | 95.56,

3.80,83 | 3,566,756 4,056,660 22,60 25,82 | 29,04 25,82,04 Fﬁ.ﬁﬂ,&& 28,62,67

+2,17,41 '4-2,60,85] +4-2,42,20 —6,781 19,22 | —22.87 | 477,96 |4-8.,72,66(1,03,48

e
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PART II
CAPITAL BUDGET

InTRODUCTORY NOTESR

The Statement of Receipts and Disbursements-on Capital Account is a self-
contained Capital Budget. It includes all transactions connected with loans raised
by Government, treasury bills, ways and means advances, Post Office Savings Bank,
all eash and savings certificates issued through the Post Office, all depreciation
reserve and development funds, loans and advances by the Central Government,
including loans to Provincial Governments, special deposits like mcome-tax and
‘excess profits tax deposits and capital grants to Provinces for development. It
also includes the receipta and payments on capital schemes finaneed by the Central
‘Government. The Capital Budget also takes credit for the amount provided in
the Revenue Budget for amortisation or reduction of debt. The exhibition of
-all the capital transactions in one place thus helps to focus attention on the
productive and dead-weight debt of (overnment and the expenditure of loan
moneys on productive and unproductive schemes.

StMMARY OF CAPITAL TRANSACTIONS

The Statement below summarises the estimates of Capital Receipts and Dis-
bursements.

Receipls
(In lakhs of Rupee
1948-49, | 1948-49, | 1949.50,
Budget | Revised | Budget
WL .. ™ 0 - & w4 150,00 55,04 85,00
Treasury Bills* . . . .. . 10,00 | 270,65 >
‘Treasury Deposit Reteipts* . , . , e 4,00 5,00
Post Office Savings Bank Deposits* ] . 20,40 22,34 24,71
Defence Savings Bank Deposits® . 3 2 —1,00 —09 —80
Post Office Cash Certificates* v Ml —sell =l =
National Savings Certificates* . : i 17,50 16,35 18,40
Defence Savings Certificates* x . ) —B5 —35 —35
Other Unfunded Debt* . 5 - ; N 1,07 93 1,79
Railway Depreciation Fund* . . . | —=12,24 —3.98 | —17,66
Railway Reserve Fund* ; % i ‘ 4,60
Railway Betterment Fund* . : i f —4.06 —2 54 1,61
P. & T. Renewals Reserve Fund* : i . | 1 30

* Figures are net,
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Reevipts—congld,

a5

(In lakhs of Rupees)

1048-40, | 1948-49, | 1949-50,3
Budget | Revised Budges
Other Miseellaneous Reserve Funds* —3 7 2
Appropriation for Redustion or Aveidance of 3,00 5,00 © 6,00
Debt*, _
E. P. T. and Income-tax Deposits* — 3906 | —4082 | —35,09
Discount Sinking Fund* ) 1,18 05 1,18
Payment by Reserve Bank for Rupee coin 8,00 5,00 5,00
Repayment of loans by Provinees . . 4,45 8,07 4;'35'-:: -
Other Deposits and Advances* : 16,70 "23,83 12,156
Torarn 174,00 356,56 106,78
Deficit on Capital Account 11*2,57 185,09 134,10
GravD ToTAL 286,57 541,656 24[),8_3_
Disbursements T
Capital Outlay —
Railways . 24 45 27.16 3540
Vizagapatam Port 19 15 15
Posts and Telegraphs 3,28 291 3,82
Trrigation . ! . : a6 1,16 3,23.
Industrial Development 7,88 10,84 13,15
Aviagtion | . A r : . A 4,00 3,00 292
Broadeasting 70 | 69 96
Currency . 7 £,00 4
e gl ) ) e L 65 0 8.
Civil Works 11,11 ,68 7,30+
New Capital Iat- Delhi. . ; i 3,24 1,76 1,51
Commutation of Pensions . . . . e —18 1,16
Sterling Pensions . . . .= 2 215,68 —T7 43
Defence Capital Outlay - 1400 | oL66 3,20

* Tigures wre net.
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Disbursements—concld.

(In lakhs of Rupees)

1948-40, | 1948-40, | 1949-50,
Budget | Revised | Budget

‘Schemes of State Trading . . g . " 25,98 —1,73 7,90
Grants to ]E'mvinuea for Development . : 30,00 18,00 | 26,81
" Payments to Pakistan for Unique Institutions e 508 = 02
Other Civil beads i . N i : 1,12 a5 76
Discharge of Permanent Debt . . : 103,78 104,95 71,64
Advances to Provineial Governments . " 38,00 38,92 58,25
\Dther Loans and Advances (Net). . . 16,66 7,14 16,37

ToTAL . 286,57 541,65 240,38

‘Surplus on Capital Account S
GranDp ToTaL : 286,67 541,65 240,88

Notes ox Carrran TRANSACTIONS

New Loans.—Owing to the stagnation of the capital market it has not been possi-
la to borrow more than Rs. 55 crores this year, against Re. 150 crores provided in
the budget. Next year a modest provision of Rs. 85 crores has been taken, but
§f the market conditions improve the seale of borrowing will be stepped up.

Tyeasury Bills—The outstanding debt on the 31st March 1948 was Rs. 98-68
orores. The large net receipt this year represants tho outstanding out of the ad
hae treasury bills issued to the Reserve Bank for obtaining sterling for payment to
the United Kingdom Government for the purchase of annuities for financing sterling
pensions and for the D fonce stores and installations taken over from th~

“The not ontstanding at ths end of the next year on acoount of thizs spe
jssue will ba Re. 281 croves. .Th> budget for next vear does not provide for
any net expansion. At the end of the budget year the outstanding balance s
expeeted to amount to Rs. 369-33 crores.

Treasury Deposit Rocsipts—These were introduced in the course of the yeal
to provide facilities for short tarm investment on tap by banks and other institu-
tional investors. It is too early to say if these receipts witl o a popular feature of
Government's borrowing. On the trend of astuals s net asredit of Rs. 4 orores has been
taken this vear and for next yeer a net receipt of Rs. 5 erores has been provided.

Post Office Savings Bnk Daposits.—On the trend of actu:ls tha nat deposits this
vear are expected to be slightly higher than was expected when the budget wa

framed. Aliowing for some further improvement next year the net credit ha
- poen taken at Rs. 24-71 crores.
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Defence Savings Bank Deposits.—This wes & war-time creation and was closed
or further deposits with effect from the 1st July 1946, The deposits have ceased
+5p earn interest from the lst April 1947.

Post Office Cash Cartificates —Investments in theee certificates had been falling
for some time and it was decided to discentinue their issue fram the 15th June
11947, The discharges are piaced at Re. 4+5 crores this year and Rs. 4-4 crores next

Year.

National Savings Certificates.—Sales of these gertificates in recent months have
-averaged Rs. 1+ crores monthly but there have beer congiderable premature en-
oashments as well, On the trend of actuals the net receipts this year are now esti-

mated at Rs. 16+35 crores. With the measures that are being taken to develop
the small savings movement an increase in the net rectipts next year may be ex-
pected. J

Defence Savings Cartificates.—The sala of these ertificates was discontinued from
“Qctober 1943 and provision is now made for the gradual discharge of the outstanding
balance. i

Other Unfunded Debt—The transactions mainly relate to the State Provident

ds. The credits next year aro likely to be more than this yeer following the

: -rri;oent order withdrawing the maximum limit for subseriptions as a measure of anti.
tlation.

Railway Depreciation, Reserve and Betlerment Funds.—Provision has been made
«for the anticipated transactions.

Appropriation for Reduction or Avoidance of Debt.— Credit is taken under this
“thead for the usual amount provided from revenue for the reduction or avoidance of
~debt.

E. P. T. and Income-‘ax Deposits.— The transactions this year and noxt ycar
~are expe: ted to result in a net outgo of Rs. 40-82 crores and Rs. 3509 crores. The
.estimates take into sccount the recent decision postpuning the refund, except for
- approved purposes, of E. P. T. deposite for a further period of three years ar & measure
~of anti-inflation

Discount Sinking Fund — When the Joans are issued the diecouat is debited to
- this head and credit for the face value of the Joan taken under Permanent Debt.
“The discount initially taken to this head is written back to revenue and debited to
- interest over the period for which the loan is issued.

Payment by Reserve Bank for Rupee Coin.— Credit is taken here for the payments
¢ made by the Reserve Bank under section 36 of the Rescrve Bank Act for rupee coin
=~ taken over by it from Government, '

Repayment of Loans by Provincws— The principal portion of all reps yments by

Province: is teken here and interest receipts are taken in reduction of expendi-

- ture under Interest, Credit has buen taken here only for repayments due from the

“Proyinees now in the Indian Dominicn. The outstandings from Provinces iacluded
~ in Pakistan will be taken intc sccount in the finaneial settlement with Pakistan.

Other Deposits and Advances.— The total of all other hoads in the Cepital Bud-
get is chown here, Full details appear in Statements Cand D of the Budget
= Statement.

Railways — Dot ils appeaggin the Railway Budget.
Vizagapatam Port.— Details appeer in the Railway Budget.
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Posts and Telegraphs.— The distribution of the expenditure is given below —
' (In lakhs of Rs.)

Revisad, Budget,
194849 1949-50

Postal . 2 = ' v ‘ . . -, 2:85 7-23
Telegraphs . . . . . . : . 89-98 52-90
Radios . : . . . : - . —0-81 6-41
Telephones . . ’ . . . . . 2,00-55 3,21-46
Fair Price Shops . . - . . —1-16 —0-68
Btores Suspanse . . . . ’ o —0:20 —5-50

ToTar , 2.90-89 3,81-91

Irrigation — The estimates inslude Ra, 69 lakhs in the revised and Bs, 2, 10 Inkhs
in the budget for the Central Government’s share of the capital outlay on the
Damodar Valley project, and Rs. 40 lakhs in the reviced and Rs 80 lakhs next year
for the various river valley iavestigation projeots, Next year’s budget alsc includes
8 sum of Rs. 10 lakhs for the Central Waterways, Irrigation and Navigation Research
Station at Poone and Rs. 14 lakhs for the purchssc of stores in England.

Industrial Development.— Details of the provigion for the varions undertakings
are given in the demand itself.

Aviation.—The provision in both the revised and the budget is for the imple-
mentation of the development programme. Inview of the urgent need for economy
the provision has been restricted to the minimum required.

Broadcasting.— New Btations have been opened this year at Vijayawada, Baroda,
Allahabad, Nagpur and Shillong and 8 station at Ahmedabad .will also be opened
before the end of the current year. Stations at Calicut and Dharwar are expected

o be opefled mext year.

Currency —The reviged estimate includes provision for Rs. 5-93 crores spent
on the acquisition of the shares of thy Res rve Bank of India on the nationalisation
of the Bank on the 1at January 1949,

Civil Works.—Provision is made in the Capital Budget for all works estimated’
to cost Rs, 1 lakh or over. The expenditure this year was reduced as part of the
campeign for a reducticn of expenditure as # measure of anti-inflation and the pro-
vision next year has also bren reduced to the minimum possible. The estimates
include Rs. 5:01 crores this yeer and Rs. 3-24 crores next year for expenditure
on development, such a8 the construction of Nationa' Highways, buildings for deve-.
lopment schemes etc. The estimates include Rs. 20 lakhs both this year and next
year for a grant to the Governrient of Orissa for the con-truction of new capitul, for
which a grant of Rs. 1-32 erores has been promised. The budget also includes.
Rs. 1-93 crares for buildings for rehabilitation of refugees.

New Capital at Delhi—The provision iz for the extension of accommodation.
in New Delhi - to meet the growing needs of Government, The expenditure hae.
been restricted to the minimum required both this year and next year.

Commutation of Pensions—The increase in the revised iz mainly due to com-
mutations hy European officers who retired as a result of the transfer of power.

Sterling Pensions.—Provision is made under this head for the payment made

o the UK. Government for the purchase of anguities for financing the. sterling
ensions. The ecapital portion of the annuitics will be taken under this head as
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a credit. A total sum of Re. 224 erores was paid this year and by way of annuities
Rs. 966 crores will be received this year and Ra. 954 crores next year. Of these
recoveries Rs. 1-18 crores this year and Rs, 212 crores next year will be taken in
reduction of interest charges and the balance, representing the capital portion of
the pensione, taken under thiz head.

Defence Capital Outlay.—The expenditure this year is made up of Rs. 9:981
crores on the acquisition of capital assets, Rs. 133-33 crores on the purchase from
the UK. Government of the surplus stores and installations of which Rs. 5157
crores will be recoveregl from the Pakistan Government and from the sale proceeds
«of surpluses. Next year's budget includes provision of Rs. 13 crores {or expenditure
but this will be reduced by Rs. 11-8 crores on account of recoveries from Pakistan
and from the sale proceeds of surpluses.

Schemes of State Trading.—This head accommodates the receipts and pay-
mants in connection with the varions schemes of state trading the most important of
which is the purchase of food grains. A saving of Rs. 27-71 crores in the provision
under this head in the current year's budget is mainly due to the fact that the
reserve stocks of food grains which it was proposed to build up this year could not
be built up. The net debit next year largely represents expenditure on the purchase
of food grains the cost of which will be recovered in the following year.

Grants to Provinces for Development.—The provision in the current year has
Leen reduced as part of the campaign for the reduction of expenditure. The reasons
for this reduction have been explained in the Honouarable Minister’s budget speech.
The provision of Rs, 2681 erores fo+ the mext year includes Ra. 1 -36 orores for
Basic Education and Teacher’s Training Sohemes. In view of the budgetary position
of Government it is proposed to continue debiting these grants to eapital.

Payments to Pakistan for Unique Institutions,—As part of the partition arrange-
ments it was agreed that a total sum of Rs. & crores should be made available to
Pakistan to cover the expenditure that may be incurred by it on the setting up of
ordnance factories and other unique institutions like the Currency Note Press and
the Security Printing Press, most of which were located in India and which could
not be divided without detriment to their efficiency as working units. Payments
are to be made to Pakistan as and when the expenditure is incarred and added to
its partition debt to India. Tt is eatimated that payments this year would amount
to Rs. 5-08 croves and that the balance of Rs. 92 lakhs would be paid next year.

Of the total expenditure of Rs, 04-62 crores provided in budget for capital
outlay next year Ra. 26-8] crores are for grants to provinces, Rs. 7:9 crores
_on Schemes of State Trading and Rs. 92 lakhs for payment to Pakistan. Of the

balance of Rs, 5899 crores Rs. 4802 crores are for expenditure on revenue earning
departments or on schemes likely to be productive. The details are—

{In lakhs of Rupest.)

Revised, Budget,

1948.40 1949-50
Railwaya . : : - . ; 27,15 25,49
Posta and Telegraphs ! 201 3,82
Forest . . ‘ : . 20 35 N
Trrigation ; ‘ . . . . 1,09 200 '
Industrial Development . - A E 10,85 12,15
Currency : . v i ” . 6,00 4
Security Printing Press . . ' ; 19 29
Mint .. : X ' : - 81 g8

ToriL . 40,29 49,02

— | e ——_—
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Discharge of Permanent Debi—Provision has been included in the budget for
next year on the assumption that Government would exercise the option of repaying
the 39, Loan 1949.52 which could be repaid after due notice next year. Provision
has also been made for the discharge of Railway annuities falling due next year.

Advances to Provincial Govermments,—Details of the loans are given below.—

(In lakhs of Rs.)

Revised, Budget,

) 1048-49 1949.50

Development Loans . . . v ; 2433 . 49,25

Loans for Rehabilitation of Refugees ; 10,69 8,00
Other Loans ; 5 ; L J 4,00 W

. ToTaL . 38,52 58,25

Other Loans and Advences—Loans to local bodies, Indian States, fireyn
Governments, Port Trusts, eto, are shown under this head. The revised cstimate
includes Rs. 7-658 crores for loans to Indian States, Re, 93 lakhs for loans to major
Port Trusts, Re. 1°14 crores for loans to local funds etc and Rs. 3-11 erorea for
migoellanoous leans “and advances, including Rs. 70 lakhs to the Rehabilitation
Finance Administration. Next year, tho provision for loans to Indian States
amounts to Re. 5'3 crores, for major Port Trusts Rs, 94 lakhs and for miscel-
laneous Joans and advances Rs, 9°49 crores of which Rs. 6°3 crores is for the
Rehatilitstion Finance Administration.

DEBT POSITION OF THE GOVERNMENT OF INDIA
The outstanding public debt of the Government of India is expected to amount
to Re. 2,030 crores at the end of the current year and Rs. 2,049 crores at the end
of 1949.50, A broad anslysis of the debt compared with the outstanding debt
at the end of 1938-39 is given below:—
: (In Jakhs of Rupees,)

As on 31st As on 3lsb As on 31st
March 1939 March 1940  March 1050

India—
Loans . L . 437,87 1,478,39 1,496,756
Treasury Bills and Ways and
Means Advances . ; 46,30 369,33 369,33
Treasury Deposit Receipta i 4,00 9,00
Special Floating Loan . ‘ i 133,58 133.58
Expired Loans . . . iG] 5,44 3,23
Toran . 484 82 1,990,74 2,011,589
England—

. Loans ; y 5 . 306,50 3,39 2,87
War Contribution - p 20,62 20,62 20,62
Capital Portion of Railway

Annnuities 3 [ 47,82 15,68 13,20
Expired Loans 1 5 3
Torax, ; 464,95 39,60° 36,81

Gieaxp Torarn : 049,77 2,030,338

S —e

£,048,70
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The liability. for the British War Loan intluded in the above statement fnmaina
suspended while against the outstanding Railway annuities an equivalent deposit has
been made with the U. K. Government who have undertaken to provide the necessary
sterling as the payments fall due. Omitting these items the total outstanding debt
will be Rs, 1,994 crares at the end of the current year and Rs. 2,015 grores at the end
of 1049.50 representing at the end of the budget year an increase of Rs. 1,086 crores
over the corresponding figure in the last pre-war year.

In addition, Government are liable to repay the balances in the various Provi-
dent, Funds, the Post Office Savings Banks, the Post Office Cash and National Sa-
vings Certificates, the Depreciation and Reserve Funds of the Railways, Posts and
Telegraphs, ete. and certain other deposits, mainly relating to Excess Profite Tax
nd Income-tax. These, it is expected, will have grown from Rs, 256 crores on the
31st March 1939 to Rs. 565 crores on the 31st March 1949 and Ra. 556 crores on the
915t March 1950 after making a very rough allowance for Pakistan’s probable share
in these, Taking the regular debt and these liabilities together there will be an in-
crease at the end of the current year of Rs. 1,374 crores in the debt of the Government
of India compared with the debt of the undivided Government of India in the last
pre-war year and Rs. 1,386 crores at the end of the next year. At the end of the
budget year the total outstanding debt taking the regular public debt and the in-
terest-bearing obligations and excluding the War contribution and the balance of
the Railway annuities would stand at Rs. 2,571 crores. The statement at the end
of this section analyses the interest-bearing obligations included in this total liability
and the interest-bearing assets held against iti, '

A part of this increase (Rs. 95 orores) is reflected in the Government's cash
balances and investments which are expected to amount to Ra. 125 crores on the
91st March 1950 as compared with Rs. 30 crores on the 31st March 1939. The
balanee of Rs. 1,201 crores will have been utilised towards meeting the revenue deficite
of the war and post-war years and the capital ex:xeudit.um. The actual revenue
deficits and capital expenditure for the periods lst il 1047 to 14th August 1947
and 15th August 1947 to 31st March 1948 are not yet available and it is not, therefore,
possible to give the cumulative figures for them. They will, however, be more than
the net increase in debt and the excess amount will be covered by the net balance
resulting in these years from the other debt head transactions such as issue of rapee
coin to the Reserve Bank, small ooin profits, ete.

_ By far the greater portion of this debt of Re. 2,571 crores is what may ba com-
ipusly described as productive. Thus the capital ontlay on Railways up to the
91st March 1950 accounts for no less than Rs. 791 crores, on Posts and Telographs.
and other commercial departments Rs. 57 erores, loans and advances (including the
debt due from Burma) Bs. 228 crores, purchase of annuities for Sterling Pensions
Ra. 208 crores, and cash and investments, including India’s subseritpion to the In-
ternational Monetary Fund and payment: for her quota of share in the International
Bank for Reconstruction and Development, Rs. °34 erores making o total of Ra. 1,495
crores. Taking a further Rs. 300 crores as the probable debt of Pakistan to India
(this figure is only a Very rough guess and indicates more the order of the figure than
the actual) the total would rise to Bs, 1,798 crores. This leaves an uncovered debt
of Ra, 713 crores against the pre-war figure of Re. 200 crores, The whole of this-
cannot be called unproductive debt for the large grants to Provinces for development
in recent years are not entirely unremunerative and similarly, the large capital out-
lay on Central property the value of which is either not shown at all in the Govern-
ment's acoounts or is shown s non-commercial (such as the Delhi Capital Outlay sod



Interest-bearing
India.

In India—

PUBLIC DEBT--

Loans

Treasury Bills and Wa,yﬁ and Mea.ns Advancea
Treasury Deposit Receipts .

Total—Public Debt (India)

UNFUNDED DEBT—

Hervice Punds i

Post Office Savings Bank Depus;ts mu!udmg De-
fence Savings Bank .

Post Office Cash and Defence '?mhngq fzert:ﬁ-::ateq
I\atlanal Savings Certificates .
State Provident Funds

Other Ttems .

Total—Unfunded Debt (Indin)

DEPOSITS—
Depreciation and Betterment Funds
Other Deposits

Total— Deposits (India)
Total—Obligations in India
In England —

PUBLIC DERT--

WarContribution | .
Capital portion of Railway mnu:tm created in
purchage of Railways .

Total—Public Debt (Englind) . i

UNFUNDED DEBT-.
Service Funds (England)
Total—Obligations in England .

Total-Interest-bearing Obligations (India
end England) . rln,? blign. . .
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obligations and interest-yielding assets of the Government of

(In lakhs of Rupees).

1938-39, 1048.49,  1049.50,
(pre-war  Revised  Budget
year)
437,87 147839  1,496.75
46,30 369,33 360,33
4,00 9,00
48417 185172 1,875,08
1,03 56 52
BLSS 15644 180,35
5957 27,16 9224
$8.13 106,53
72,40 8230 84,17
10,25 1,52 1154
29513 36611 4055
2734 1677 10099
78,36 46,63
2134 19513 14762
736,64 3412,06 242892
. 396,30 3,39 287
20,62 2062 20,62
47,82 1568 13,29
46494 3054 3878
4,18 3,30 3,24
46912 4284 4002
L,20576 245580 948894
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{In lakhs of Rupecs)

1938-39, 1943-49, 1949-50,
(pre-war Revised Budget

ear
INTEREST-YIELDING ASSETS— o
Capital advanced to Railways . : : . 725,24 692 47 720,95
Capital advanced to other Commercial Departmenfs 27,42 48,85 51,18
Capital advanced to Provinees ~ . . . 12328 8537 13870
Gﬁpltal advaneed to Indian Sta.tes and u’thar in-
terest bearing loans . . 20,71 25,07 4143
Debt due from Burma . v 40,73 48,15 48 15
Deposits with the United Emgdnm Govt. for re.
demption of Railway annuitics i 15,53 13,20
Purchase of annuities for sterling pensions, : 215,88 203,26
Debt due from Pakistan . , . 3 : 300,00 300,00
Total Interest-yielding Assets . .. 94638 143112 1,527,97
Cagh and Securities held on Treaaury Account . 30,30 23581 12475
mmé’fh}”?bf,i’éﬁﬁ . Dbhgmm g 220,08 78887 815,49

Note 1.—The outstandings at the end of each year are shown in the statement.
Thﬂ accounts for the period lst April 1047 to 14th August 1947 and for
the period 15th Augnst 1947 to 31st March 1948 have not yet bean closed
anddbheia figures have, therefore, been worked ont on the best information.
availab

Norg, 2.—Sterling obligations have been converted into Rupees at 1 sk, 64, the Rupee,

Nors. 3.—Under Unfunded Debt, Deposits and Interest-yielding assets allowance
has been made on s rough basis for the share allocable to Pakistan.

Norr. 4.—The figure entered for debt due from Pakistan is a very rough guess, ,
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PART IO
ECONOMIC STATISTICS

BETATEMENT I
Index Numbers of W holesale Prices

ALL-T¥DTA : (Base : 18th Angust 1038 =100) nﬁum
nls
fal
Food Cther  Baw Primary Mid, COnlef General lﬁ'ﬂ—
thly averagta or calendar and  Agri-  Mata- gom- #

Mow months Tobacey cultural  rlals  moditics Al Mﬂo‘l"lu éﬂe‘.&nﬂ

eoT- Hiport

meodiijes

il4°6 187°0 1131 1174 19p04 192°2 1147 1199

Average Tor fve months ending
i (]].umbﬂﬂ :
110°¢  1%4-0 1224 116-9 122-2 1188 1181 110-p

I'H - . - . . - -
st . : . < 118-0  124°T* 13985 1241 145°7 1506-6 1308 138+
e — |
e . . . ‘ 5 : ' 148 -8 163-3 1547 1777 3515 1G8-4 1BEsg
All 1odis: (Base: 106h Auguss 1938=100) All-Indis
. o.mmn 'rgr'l;u
Bam: Numi
l'uod Other Primary Mfd, Chiaf ﬂtnu:; {nld prices of
w -
Agri- !Bl: cogn- Articles Articles 100)  Foed Artl-
Tublm nnlmml rials modities of {Gennral) cled (Basg
Export yoar codgd
Mdluﬂ Amgrat
S 1530 = 100)
i3 ] . . - . M 2505 17TR-8 2250 244°2 2234 2181 Bi3-@ L0g-T
1544 5 . . . F . 261-g BOZ-Y 2309 258 2307 2l 298 24701
1845 ; i ‘ . . x 260-5 210-2 2440 2440 247-1 244 2885 24840
fedn f 30¢-8  285-8 971-2  250-7 ©81-7 2087 3958 g7

ALL-ISDIA : (Base ; Tear ended Aoguat 1980-= 100}

Food  Industris! Semi-Manu- Manufas- Mlsce- A0 commao
articles  Baw mate- mtlmbnm tured [laneous  ditlss
risls Arilelea  artloles

iy
Janoary . . . F . i 20044 3433 2412 2720 €013 2005
February TR - R © 20011 85241 2422 2787 4074 #o2-2
Mareh | . . F ¥ fag-2 a02-p 2480 270-8 4808 203 -2
Apell . . i a . i i 2789 8562 2407 2701 4876 280§
May . 2 3 . . F 5 2780 5628 2490 g B 4582 288 -5
Jume . ¥ ~ - " . & 2AT -4 881 -5 2507 2785 4740 2948
Juoly . . . i 3 . . 2015 710 2582 2749 4408 2077
Angust . § ‘ ' " g = 267 -8 8885 258+3 2302 450-0 8012
Beplamber . . P - . . 2082 8718 2581 2828 457 -8 3024
Dotobet . v . . i . 205 -3 a7a-a 254 -8 283 5 4882 2082
November . . - . i F 2048 avTo 2525 24932 400-8 8020
Dectmher . - s . ' ¥ B 5947 2600 2810 4642 42

Amm Lnt.ar one group #fz. " Agricultural Commoditles" alnce July 1944, The fgures have heono revied
floce Fauonry 194
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STATEMENT 1—conid.

ALL.TNDIA ¢ (Fase : Year ended August 1930 —100)

& ar ealsndar month Food eril-* industrial Semi-Manu- Manofac- Misee- Al eommo-.
Ry e i i cles Raw mate- fetlores tured Nape-  ditles

rinls articles ons
MK
Jannnry . . . « . . RETAT 4059 2720 L ABA -7 $20-2
ol B4E+5  AO4-Eg08-9 8213 4E0p 8423
March . . i . = = . 347 1 8077 2805 4245 #48-7 1407
April . 4 . g 4 ‘ 8488 40 £00 -5 1958 4785 8470
Mas ' . . } : 3 . . 8567 -8 41423 3170 351°0R | G042 267 -2
Jume . 3 . . L 3770 4B1 5 4234 S3¥0-1R | 520D 8322
July . . 5 - v 5 . : a80-7 4496 98502 a70-2 , |587-8 P10
Avguat . g i 2 - : 8977 4781 880-7 3530 6328 882-0
Beplember . £ . 7 z . PG & 4361 84042 54841 6211 a8 g
Ootober . Bk . : 2 2031 4357 8403 8477 B47-8 281-7
Hovember . . i s . 1 041 4403 840-9 3460 G48-0 2BR 2
Decamber . » . i : > 3876 4577 3285 845+5° | B68G6-7 858+ )
-
¥ holesale Prices

Statemont I shows the trend of wholesale prices till December 1946 as measured
by two sets of index numbers (1) the index numbers of wholesale prices in India
compiled by the Office of the Economic Adviser to the Government of India (Base
19th August 1939=100), (2) the index numbers of wholesale prices in' Caleutta com-

iled by the Department of Commercial Intelligence and Statistics, Calcutts (Base

uly 1914==100). These series have, however, been replaced, since January 1947,
by & more comprehensive one, viz., General Purpose Index, computed by the Office
of the Eeonomic Adviser to the Government of Indis, with the year ended August
1939 as the base. This latter series relates to the prices of 78 selected commodities
in their principal markets in India and comprises 6 important economic groups and
18 sub-groups,

The year 1948 witnessed a rising trend in the general price level in India. The
Index Numbers of Wholesale Prices increased continuously and reached a peak lovel
of 38906 in July 1948, During 1948, the index averaged to 367 or 70 points higher
than the average for the pravious year,

*Food Artieles group of the above series covers all the important .articles of food
that enter into the trade of the country. The general shortage in the food situation
in India is well reflected in the Food Index which increased from 321'1 in December
*~47 to 3976 in Decemb r 1948, The index showed almost a steady increase gince

e beginning of 1948,
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STATEMENT TI
Working Class Cost of Living Index Nos. for cerlain centres in India

Moxthly Calendar months o i O ey
o AVE[Ages OF ndar Bas# : yoar i ¥oar H it
$ mu.i' uuﬂfna Aunguat 1038 January to
i FJuas 1831 Faon 1934 - 100} Dege mer
= 100} = 100) 1544 =100)
1938 { Average for five inonths atding Daraber) . é ) 103 101 105
Igde Lr 5 . . . . 5 . 5 i 118 107 111
1841 . = . 4 - . - . q = 1£2 g 123 it
1943 = ¢ . . . . 0 5 . H 157 130 181
Ig43 * . . f B . . a > . 230 176 308
7 SR - BT - S L S 97 208 314
1048 a . . . . . . v . . s 2248 303 103
1948—
I ) B e s e B B 242 225 303 100
February . 2 . . . . . . . 213 227 an 108
March ) . p . ’ N ¥ ; . ; 24T 228 o 18-
.ﬂrﬂ - - 243 228 a08 108
¥ - g . 248 293 300 o8
Jure . B . 285 321 107
July . . . . 237 51 107
n ; s s = z : 5 r - Ry 13
o O S - S - 244 &40 4y 108
Rowemiber, 5 . ¥ W ’ A ' . 272 248 360 115
Swecember s ; . B . . . 278 249 345 112
1847 —
January . M ¥ ‘ & . ¥ '’ . 267 b1 848 114
Febroary . f i . . P v 4 o 208 254 a48 113
Muoroh 4 . . . . . - » » 280 287 241 1156
A - = ’ 0 . . . . : 270 871 342 118
By . = = “ . . . . E 271 o049 240 117
June . ‘ . - . W . . . 278 a8 303 115
July s . . . . " » . . a4 270 401 121
Aupgnst . . N . [ ' B F s 254 270 410 1
Koptetabor 2 . 7 s T = ; £90 975 107 137
Giotober ] . . : ; 5 P 240 420 128
Wovember . R . v & - 237 284 418 132
December ’ . N . N . . . 2 200 389 128
1948=
Jamary . . . ' . 4 ‘ . ' 271 a0d 405 125
February . = s . . 2 . - . 274 202 301 125
Mureh . ‘ ' . . i ; ' P 283 803 875 120
April » + . i F . . . . anl an1 470 125
May = x . 4 s % X . = 2092 WG 442 130
June ; . . . . [ a - . 07 ana 482 141
Fualy i . ‘ " g i . " " 312 ad Bl 140
August . w Mg ¥ : . v . 1 1 315 534 140
Beptember v ’ . . - G2a a1 i) 136
Detoler ' . . 5 . . 416 210 647 138
November ; : P y ¥ i ¥ . a7 811 G4 130
Deeember , . . - . . ' ' »a 328 Bos

Statement IT gives Cost of Living Indices for Bombay, Madras, Kanpur and
Delhi. Inall these centres, the cost of living showed a considerable increase during
the year 1947 and tho yoar 1948 shows further increase in all these centres, The
Bombay Index averaged to 301 for the 11 months ending November 1048, as
compared with 279 in 1947. The averages for Madras and Kanpur Indices
worked out to 309 and 471 respectively during 1948, as compared with 272 and
378 respectively for the year 1947, The Delhi index is available from January
1945. The index averagod to 133 for the 11 months ending November 1948 as
compared with 122 in 1947, -



STATEMENT TIT—Foreign Seaborne Trade of India

I_F'i;;urna In lakhs of 'I_111|'HH"I'|

Tmparts of forelgn mizrahiandligo

Bxports of Indlun marchnudisg

Exporks of forelgn merohnudizs

r aw Raw Taw
matorinle  Artisles mataritls Articles muterinld  Artlcles
Monkhly averngen or ealsndir months Food, nond wholly Food, and whally Food amnid olly
Dirlnk articles o Tatal Drink  artieles of Total Prink  artliles ur
an mafnly muinly  Tmpares and mainly mnlggﬂ Exports nnd malnly prk Re-exporb
Tobaeto  nnmari-  anufat- Tobagoo mnimanim= 10 - Tabapen unmanb- Manuine-
fictured el fastured tured factursd  tured ¥
1 £ a 4 ] L] T B o ['] 11 12 a
1980 { A veruge for [fes aoitis anling December) 2oE-4 2880 G080 12331 4124 GA0en 6248 18,32 & 12-0 17 B2 Th0
M0 . 2.80+8 451-0 7,740 1ag0m Bafd 68 B TATD ITATT e 139 §2-0 a4
jgdl —r = . a1t 4,219 478 1626%4 $91-5 AR08 58040 18,313 11-8 18 523 18641
Todg . . . ] 2810 4315 DATD Loa-2 41048 BaT'5  17,14-6 1745 0] An-3 764
1944 533 6,105 ga0-3 08281 3,014 2,470 g3s-0 155628 45 g | 00 843
I . 1270 B72% 48108 14,0840 4,308 4,051 a7l 183101 20 780 202 1,05+8
1843 . LA1-6 10835 7821 20107 441D 4,76+ 2649 18254 37 1,660 1941 1,794
18486 —
JFounury 0,008 79571  1043-3 21,000 godes  A4bAD 106400 24007 C ek 40+ 313 203
Tebruary - 1,823 B4 B 9.08-9  16,87.F 2804 7,532 g2+ 10,80+5 A1 851 H1-2 1,564
March - ; 1,560+6 TR R A T A 3.27-9 p70-n 19383 20,008 5151 556 1,660 5358
April i Lages 403 10055 15077 2170 7000 10,075 19,44°0 ge5 15040 o540 1,858
May . " a00'n  6,26°2 1,842 204570 248°5 1008°3 1281’8 26,709 24°5 41871 856 5,260
June . 1,420 48302 1018 18477 2,984 A0T:5 10414 21,773 151 3,014 441 2,558
July 2,281 p11°2  11,86-0 21,7578 8,562 754-4 10,816 22,102 132 1,155 200 1,687
TRUEE ; 2521 0806 p5304 18215 5.0 7,168 g.81-8 10,840 Bl 10 5Ol 1,385
Bapitenibor 4362 2Ry 14871 204208 5,642 4,298 8578 18,795 L] a7 S6-3 1,240
Detober . . SATE 540-2 14137 85,784 aa0-5 7,200 10,800 24653 B3 1674 1,042 1,356
Naveudnr 5,536 58000 18,440 i, 0E 42 5073 B4LE . 11430 25,032 g4 862 420 1,585
Pecomner ) 6,432 GF2e0 160 20,28-0 sS4l 9200 32,201 77 4804 7 o7

14,004

VNVIIXT

rEoang TVEINED t WOONVHONIW LE0L

Ly



e T

g s ‘ 5 8 7 i B 10 1 12 18
Id7—
Jiiruary 0331 582 166071 WD 7808 032% 16008 85,007 91 752 6403 1,591
February 484 6.00F 17304F 26,688 4400 Gd2m 1408 24,80+ 19 300 47 BT 4
sarch ‘ ' 4,58-2 $h42:2 17848  2006-1 &UB2 10424 13504 24,800 &4 10+5 480 LIRS
April : o BB BSS II04 AT 5304 5951 10068 25,108 125 s 328 557
Muy Y S8 7282 BAId  NTI0D 5ER 1447 16177 85,04+9 54 190 1641 420
Juma a) e G40 3033 10606 95040 5,049 105040 18774 3480 47 1241 2041 g8
Taly g LT0E 96000 UMD 80831 5787 0,860 12340  28.17- 53 a8 d2.3 T
Avgwt () . o B4R 6711 2287 32061 8205 8800 12851 30800 1ie e THL [
Beptember, HI6°2 0824 20618 315 6,35.6 7,058  1083.7 0856.2 7.4 9 8.0 54.2
Ottober BOI2 0650 18,088 20057 621 BAS.T 10,084 35088 0.6 45 B7.0 92.5
Rovember ¢ BIE AZ2 18810 20575 82T 882 14890 31,00, 0.8 s 1.7 0.8
Deeember . @ : 0,041 ; 3 85,78.0 .. 5 1.1
1945—
Janpary |, | ‘ . 5 81,17.9 ad i $3,80.1 3.1
February , | F - % i BoTa .. T . 20,70.8 v ¥a i 687
March | ¢ i as,00.3 ., - . 42,428 it = 1,60.2
Aptll ) . 400.0  040.0 1008.0 W73 62T 1881 1688 3650 " : 1,70.8
May ¥ ¢ IBSR0 1008.9 10423 4332.0 446.6 10000 5050 soie.s ; 7.7
Jups . - . bdli.0  10,80.8 19.84.8  85,75.4 4,48.4 4744 21.88.5  35,86.0 .. e 81,6
duly ., B4 0561 21,88.0 40560.5 G662  7,90.8 20,88.2 ° B8,25.2 2.4 10.3 88.4 61.2
August . 6080 1089.3 28907 4B80.6 5,502 6555 2007 83,924 1.1 0.0 5.6 50,6
September . HI8.3 - B05.3 S04 WIB1 ML 4T 2985.0 847001 0.7 6.5 28.9 6.1
Ootober ., . . BOLO  '856.5 os.s 84 aren Bi2.4 20919 3850 0.8 3.0 2s 250
{ﬂﬁ IE::ll:&'::gﬁ-h e - mmbfmﬂt lf‘uﬁllﬁgﬁm 1948,

8%
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STATEMENT IV.— Balance of Trade in Merchandise of India

{In Inkhs ol Rupeces),

Monthly avernges : .
or @ uzn i gmnth: . Eﬁﬂﬁ"m Tmports. Enlance

i—  {Average for five months endiog December) 17,04 12,32 44,74
Ao . 18,24 13,58 4,66
awidl— 19,68 15,25 + 4,45
I5d2— 17.00 e +8,44
1043 16,40 10 +7.21
T84~ . 10,99 15,10 +4.28
05— £13,04 1,84 —80
I8 e
InnUATY - 24,00 21,02 44,88
Tebruarys - i 91,45 16,98 +4.47
Mareh = : 37,88 23,98 + 748
Aprii . - . . . 21,80 15,98 + 5.32
May % = . ’ . i . 0,06 20,45 410,51
Juné i S 3 A vE,38 15,58 48,78
July i " X 29.75 21,75 -+ 200
&t . . . * 91,25 1p,22 +2,01
ber . . . fr i Rirs 20,47 -, 59
Qotober - s N R . i 26,01 26,76
Noven'ber . % - i . 3 A 5 . . 25,30 LG.OE —1,88
Deeerrber . . 2 v i H # ; : E 82.20 o0 8 +2.97
2347~
JOTUATY . . ! 4 . . ) . - = 20,563 28,98 4+ 15,25
; Februnry - y 3 5 . i ; : : 26,17 26,57 — 40
i March 38 b : i R ; : 3 30,44 29,05 +49
ﬁprﬂ 2575 B2.40 —6,74
ay L A 28,07 a7,18 —1,12
June A A 35,20 25,05 5
Ju n : 2R 02 20,98 ~—10,81
August ; : 41,27 22,06 —1,80
| il - 54,10 31,81 41,49
Oetober t i . 3 04,86 20,60 4+ 5,
HNovem F . . i 82,66 5 +&,12
. 5 50,00 4+ 6,00
gGdE—
January . 5 ; . - 84,20 81,18 | 43,02
i Fehroary PO : = 80,34 83, —2,98
March . Z . i . : % 44,11 85 <+ 8y
5 I % i . : 3 : y : 2 38,56 T2 + 8,88
T i : 3 4 i i . ; . . 31,47 43,92 —11,45
| June . ? i i : = . % 4 . . 8,78 a5, + 1,08
July . 5 : i F : . . A 5 5 88,76 40,80 ~—1,80
Apgust . . . . i . ’ : g . < #8,82 43,80 —10,08
Bn%grhmbn A ‘ i . ‘ » A 5 A : 35,15 89,25 —4,10
Dctober o 5 o . : - ¥ 82,51 85,18 —~32,68

*Excludes the valpe of rallway materisls 1:::;;3_1;1&& Afrect by State  Raellway working un-
der company 'management which was not  pajd for the ordiuory way and nof, thercfore, taken
into acecunt in wrri at the balanee of trade. -

X. B.—The sign plue (+) indicates net export and mious (—) net import. L

(Foreign Trade Statements 111 and 1V)—Statement 11T shows thé recorded
value of British India’s exporte, imports and re-exports of merchandise and Statcment
IV gives the balance of trade of British India in merchandise. These figures
do not, however, include transactions on Government aceount for Defonce purposes.
During the first seven months of 1848-49, India imported Rs. 268 crores worth of

cign merchandise as compared with Rs. 267 crores including Govt Stores
| ring the corresponding period of 1947-48. An iricreass of Rs. 22 crores, Rs.9
| orores and Rs.21 lakhs was registered under the groupg (1) Food, drink and tobaceo (2)
Raw materials and articles mainly unmanufactured and (3) Articles wholly or mainly
manufactured, regpectively. The value of exports which amounted to Rs, 242 crorea
during the seven months ending Octol er 1948 showed an increass of Rs. 20 crores as
compared with the corresponding months of 1947, The increase in the imports being
greater than the increase in the exports, there was an unfavourable balance of trade
of Rs. 21 ecrore: during the period April to October 1948, as agains Rs. 38 crores
during the corresponding months of 1947.
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STATEMENT V.— Currency circulation in Indiz and Burma.

{In lakhs of Rupees)
Combined
Iunorenss or Inoradse of Increass ot Coulined
desrease In decreass of decreaze of progressive
o Rapuee Coln In Notes and - increase or '
niroulation cirvulstion Coln In deorease of
ap on lagt {as an lash alreulntion Note= and
iday of the Friday of the a8 an lnst Rupee Ooin.
mwonth) misnth) Friday of the in clreuln-
month) tiou from
Avril
1830 —
Deesimber ¥ u e .o +48,82
1540 —
Mareh 3 . 2 . A + 50,58
December i . e - = +40,p8
1881—
March W . = . + 2,04
December ; v 4+ TR 4T
ipd2—
March j . . T " + 1,50,58
Degevnber » % W pape +2,15,50
1g43— -
March g e e +3.08,42
Dieprialer , 3 s +2.15,16
18 dd—
March . . . - % + 264,51
Docember V § i Y da 4 1,61,47
1845—
Marolt . i 5 . . o a +2.18,
Decomber 3 § aT - o +1,28,41
1040 . -
January H . - —11,20 + 8,70 —2. 50 +123,01
Febunry ¥ —d, TR +5,82 + 2,08 e vl |
Marrhi . S DT AYT 41,43 +-24,30 +152,24
Aprit . i v 18,07 04 414,01 +14,91
Ao LA . " . X + 1,25 + 1,83 +2,88 + 17,79
Fune v . z +8,85 4,800 40,05
July = . 5 —02 8y —1,00 —24 .87
Avenst ¥ # —&,08 —23 —3,01
Eaptamber . ; - ; —18,93 —1,50 —80,40
Thetuher 3 . : X +7.89 —%0 0,82
N.ovember 44,81 1,01 + 4,80
Veconmibor 428 60 +3n + 25,30
17—
danuury 41,198 ~14 +1,01 + 5,40
Fobsanty . +3,01 +ii1 4,52 L1208
- March 412,34 —8 +13,28 + 25,20
Awril —2.82 +27 —1,05 —1,55
May —i2,78 ° —1,28 —14,01 — 15,06
e —5.52 —1,14 — g, 0 —23,62
July F —27.88 —3a.02 —50,80 —53,52
Anzrst F —185.08 —1,08 ] 4,04 —{13,50
Maptettber & i —, 00 —2 25 —P,24 —77.74
Detaber -+ 10,80 e T 414,08 —={i2. 80
Kovptiber “,61 278 + 0,20 —af,81
Porembiey ¥ 485,45 1,72 +-2&¥4 —an, 77
Ihi8 —
dnpuprs 414,83 +1.4 +-37.84 8,07
Febrmry . i 424 08 2 o4 14 432,71
Mureh = . . p 417,56 ——%73 4 lg.gg ; ig,gg
April (a) i i . + 481 —1, % + 3,2 4+ 8,
May . : : aar % 343 55
Juns P g —25,59 —0a —2i,08 -i1,21
July f —4 1,0 —1,0% —43,02 — 7,2
Angnst i P —18,80 —4,18 ~20, 08 —a0. 1
Soaptorber : : s i i i — 1A% —1,88 —11,7% —1iig,d2
Dotober . . - - - B i —T76 +8,88 — 8y

g From April 1048 fgures relate to Indian Unfon.
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STﬁTEMI.NT VI-A.—The Reserve Bank of India Issue Dspurtmem
- (1n Inkhs 'of Hupeus)

3

Paroent-
sgegoftold
fnd

Motas Gold
in Tokal Coln Aeriing
T elreula- Hotea uﬁl Securities {'oln
. tlon® Isgmed® Dullion

Bu Rupne Starll
1y Seeurities #mﬂmu

Totatl
Nutes
lesued
d939— :
"‘vl}lumhl: N i v . 215,00 233,07 44,42 08,30 68,42 37,73 ETaT
H”Dncermhu . : 225,69 243,23 i4.42 131,60 28,50 49,081 68°87
il mber . § - 804,22 914,28 44,42 213,12 35,15 42,76 7678
i ber = [ ; 580,57 578,04 44,42 8a8,83 14,16 126,18 76702
yed Decomber : 4 B21,80 580,05 #4,42 718,83 14,97 68,83 8125
" Diecemtor y ‘ 044,34 1,002,86 44,42 887,02 18,47 BT84 0282
ngmm"“ e . 1,200,19 1,210,30 44,42 1,003,07 15,08 57,84 9308
danuary s 1,220,30 1,240,085 44,42 1,185,32 12,47 57,84 D4-33
Februnry g . 1,194,852  1,242.9% 44 42 1,127,82 12,87 57,84 2431
Mareh 3 - 1,2169% 1,238,064 4442 1,198,582 18,08 57,84 P4 -27
Aprit . . 19%5,12 24506 44,42 . 124,07 1082 5'.',34 8878
| Hay . 1,287,058 1,240,639 44,42 1129092 15,85 57,84 93 -80
_ dane . i . URM1,07  1,254.38 48,42  L13582 16,78 5754 94 +05
! July . : . 128517 1,254,320 4,42 1,185,582 168,81 57,54 Bi40b
¢ Angust . 1,214,441  1,265,88 14,42 1,185,088 18,80  OT,a4 9304
, September . 1,198,835 1,257,392 4,42  1,185.82 19,74 67,54 9883
Ogtolier 1,107,09  1,258,26 44,48 118592 20,08 5784 9870
November : . 1,901,9%  1,25889 44,42 1,185,82 21,81 5784 08-73
f gpayREeemeT . 1,218,785 1,258,50 44,47 1,135,8% 21,01 5784  paerd
l Janniry «  1;PS0.80  1,258.10 44,48 1,156,82 20,01 57,54 0370
Febirynry K « 1,234,568 1,25749 4b,42 113632 19,20 BT 4 08-BT
Mareh L . 3,848.03  1,257,47 44,42 1,136,562 19,80 b7,54 0% a2
April 1,247,25 1,8681,51 44,42 1,185,982 28,03 57,54 p3°51
My . . . 1,23457 1,983,00 44,48 1,185382 25,09 57,84 0837
Juue . L2291 126438 44,42 1,185,352 26,65 57,84 ~ 94-81
July, . 1,200,861 1,200,12 4447 1,186,02 85,53 07,54 a3+18
Anguat . L1800 1,268,090 44,42 1,186,352 #1382 67,54 e2- 97
Heptember + 179,68 1,271,320 44,48 1,135,482 83 08 b7,34 BE Bl
Outuber "IRH 1,278.07 44,42 1,18532 86,48 67,54 02 67
Nyvoinber 2 o 1,2:12.1}1 1,274,01 44,42 1,1306.8 80,43 by, 34 02«60
e bDawmth 5 121705  1,274,43 442 1,185,82 51,85 57,54 BE 587
Jdanunary u 1,254.08 1,274,108 44,42 1,185,328 86 01 57,84 P2 50
February . 128603 21,206,561 44,42 1,186,328 80,42 50,34 00 ag
Mareh . - . 1,808,78 1,314,55 44,42 118502 24,58 100,34 ap+80
April . 5 1,312,08 1,328,602 44,42 - 3,138,32 7,59 116, 64 BB 55~
. “Ein U eAn (BAT
May . . 10,46 1,324,008 44,42 1,185,382 98,80 124,84 a7 45
4808 el , i (aady £ -
June s 15 1,312.16 A2 1,185,852 £9,25 127,84 87°38
: ag 7y  (35,5T) 13,60}
July (a) ¥ . 1,264,058 1,202,30 42,72  1,002,80 48,68 114,16 B7°87
Angust - = .  1,280,86 1,200,563 48,78 938,72 44,86 243,78 77481
Beptember . 1,212,10 1,245.086 42,78 706,04 45,87 880,31 8742
Oetober . . 1.214,20  1,259,07 42,72 786,04 46,20 854,51 07 60

() Figures tepresent avernges of Friday figures.

*  Figures exclude Burma.
(8) Fignres from July 1048 relate io Indino Union ouly.
N, H.—(1) Pakistan notes and Rupes coln ate shown within brackets from April 10473 to June 1948,
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STATEMENT VI-B.—The Reserve Bank of India Banking Department
{Tn Takhs of Bupees. )

Depoaiia

Laonns
Balanors and Bflls Tnvest-
Govern-  Banke OLhors Total hield Advanoes purelissed ments
1tk abroad to - and
Fovern- diseounted ,
ment -
1639— - =
Treeomber . : 18,58 16,28 b5 80,70 8,71 1.30 7,48 B.7a
O .y . 16,63 48,01 1,88 07,42 51,40 1 3 7,00
]
o I]\r_-o,uuﬂ:rr . - 20,30 ar,61 §17 82,17 55,54 § ] B35l
£ !
i Dogember . i 24 38 58,40 R 5250 78,53 a7 10K . B.A0
:“"Enmlmr 5 33,48 0,80 7.43 134,64 133,20 81 o3 7,85
dd—
e ‘Il-.u.'i‘ln!u'r y ; 240,80 B3 87 18,67 350,23 844,01 44 (1 14 40
Tecomber . 458,25 75,30 1441 57855  G5AES 28 2,50 09 95
“ﬂ;.um‘ : . 407,25 5280 12,82 503,26 540,17 21 T8 32,80
February . 621,01 104,18 G686 Bd4Ed 5802 E 200 37,81
Marcls . . i 545,51 Bz,18 10,88 635,06 607,10 - 1,98 . 810%
Lyl : : E5T,46 77,88 10,14 644,82 607,10 5,15 45,18
May . ¥ , 534,81 00,02 11,560 638,53 504,27 ik 5,67 83,52
Tunn 447,87 105,08 640 .BO118 574,10 an 13 30,23
Taly - i i 490,51 107,63 618 604,82 50238 5 88,54 .
August . v " 507,34 87,15 15,33 600,82 564,08 T (1] 1454
geptember| . . 510,57 #6,03 B,88 805,70 580,87 - 2,60 18,82
Oetabor . . isapd 7 ALpR 11,81 81,47 6560 15 1,0 16,41
November S . 400,00 £2,85 20,08 5YR2A 45854 2,21 22,08
Depember . : 469,70 7747 16,58 563,76 155,78 14 Bl 35,00
§F— 2 .
= Fununry A ; a8E, 0o i) 15,70 BBALL 478,00 ] ‘9,18 46,87
februsty . | 457,20 74,08 17,50 BSODE  4TH4D 1 3,18 18,08
Agreh . y ; 450,04 78,07 9515 63%,08 477,54 o0z 58,9
April 423,24 89,50 28,81 841,04 475,76 34 a8 a7,18
May . . z 4180 101 54 24,88 440,15 47200 ag 3,35 58,55
Jume J : 405 5% 10216 2487  58b,05 449,50 3,08 1,48 70,40
July . " F 400,26 0, 20 15 &1 530,43 410,95 8,68 578 TS
August . . i 400,02 107,95 10,68 548,04 #5800 1,82 0,27 80,02
Reptemberd . . ﬁr]sgi 116,77 38,18  E4844 483,89 3 278 88,77
i
Detober TR a&égg 111,88 40,08 547,68 388,5 I 8% 00,50
November . . asiﬁg 105,82 §7.41  BHE.ET 335,08 5 24 96,40
Decemaber 2 - 8 113,93t 20,18 21,14 Ba6,08 By B@ 4,62
19485 i
January ¢ . . 100,87 EBe  4TRED  ETSRE 07 22 101,
Februsry . Hlﬁ 102,83 27,08 60,50 wh. i 562 BH,zw
Marchk . = - ﬁ?g} R LR 34,08 4E1 9 ol I Lo T8 42
Apeil ;?ﬁg; 86,30 43,07 4TRFE  dlee L R At 80,49
May . P = 259,04 04,20 44,20 405,81 v - 3.5 52,84
(80,08) ")
June i d 241 100,00 d0,88 455,04 406,08 1 1,46 53,28
: {oni) ! (8 i
July v r 298 92 07,02 40,08 ATHOT 208,53 10 2,10 60,11
August i P 242,00 0,25 f8.08 80823  H11,15 4 44 £i5,50
Beptember | : 245,68 85,10 5566 0,30 807,20 18 a.p7 71,48
Oetober 257,20 TRAT 83,01 303,03 204,81 85 2,27 52,10

., #.—{1) Pakistan figures nre shown within brackeds.
N —glt;) gﬁa‘ﬂ'ﬂ represend averages of Friday figures,
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STATEMENT VIL—Position of Scheduled Banks in India

{In Iakhs of Bupees.)

&

P . OB MR I
¢ in Indin  in Indin Indla Rmkm Indin In Indls
Ipse—
December o« 137,00 05,08 7,16 15,68 120,60 5,08,
1840—
Docomber o " 14,84 07,10 80 48,17 0,06 i, 3.
10d1—
Desamuer 16,72 103,38 9,08 35,44 115,60 5 AR
Trdg—
Degember . . 330,72 100,04 15,94 58,83 91,18 2,70
1543—
Deegmber z 404,01 152,34 23,48 (7T ¥a3, 62 0,26
15 44—
December . . 611,25 208,77 28,83 BEB4 aEmes  12,6%
e dg—
Degember . 681,31 277,04 27,28 7,00 20502 203k
18—
Jamuaty . - . 8593 40 241,00 4077 82,87 D17 20,88
Yebruary . 705,865 202,08 40,02 10284 31811 19,25
Maroh . 704,85 206,00 ¥ a0.27 BLa2 341,504 19,45
Aprll . - 4 700,51 300,99 56,71 75,01 W6 40 21,7
May . . 707,02 807,01 98,88 BT AL 37844 0040
T R FIL17 310,89 AT 104,78  SE405 2039
Juy . 8 721,88 208 41,06 oA 3EB4B 140G
Awpet. T4RER e 44,50 040 sR38  19,10.
* rptomivsr 74089 300,02 45,06 80,74 195,26 20,20,
Oukober 748,51 228,06 40,58 77,00 203,00 20,14
Wovember 751,78 s8L1 42,94 FE74 41280 82961
Dosembet 7EEE8 300,94 sa,ﬁ;‘l 75,04 151,78 2288
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YTATEMENT VIL—Position of Scheduled Banks in I ndig—coneld,
(Tn Lakhs of Rupbes.)

diseguntbe

Demand Time mi::h B“‘“‘l‘éﬁ“‘ Aﬂv&nm Billy
W
in Indis  in Indis India "ﬁ?‘ﬁ' India in Indis

29 47— -
January . ¥ . . . i 782,00 34,44 42,81 74,18 154,04 23,
February . “ i v . ’ T1E,87 345,22 40,00 70,87 460,00 28,70
Murch . ¥ . . . . ’ GO0,40 B40,80 43,04 69,30 05,80 22,07
Aprll . ' . 5 - i I BE0,08 B4B,GD 80,40 56,58 463,18 20,11
May - . ; % i i . 807,77 340,51 87,04 100,84 482,51 18,49
Juné¢ 660,04 48,68 39,78 102,08 410,81 14,86
July . . . . 673,71 g42,03 40,20 B,80 411,57 18,19
Auguat . i : F i P 480,27 848,10 40,08 107,28 408,11 16,86
Septomber . " ' & ; M 834,71 a08,02 5,67 118,38 350,18 14,56
Outaber L . . . ; i g4g,08 513,00 2,21 111,78 305,47 18,78
November . . a & ; i 860,05 312,46 15,57 101,27 168,78 15,12
December . i ‘ . i . 652,41 914,01 BG, 10 108,00 AT, 51 17,09

10dE—
January . i i ; g i 260,65 816,10 36,46 05,04 07,82 17,08
Yebrunry . ; . A . 3 84,00 317,07 45,00 99,70 420,20 15,07
March | a 3 . . " 070,38 1087 86,17 48,10 435,65 16,67
April . - . ; . . ‘ 088,60 $13,60 46,806 84,44 440,60 17,28
May . p . . . . . 87,18 813,72 48,80 90,82 485,60 18,73
Jo v e w om o me s 602,56  S15,06 88,28 08,18 434,73 18,88
July (&) . . . . i . 804,18 311,68 38,10 26,90 491,06 15,84
August i 2 s ! . F 92,44 .97 #8290 08,84 401,28 *18,60
September . . . ¥ . N 630,08 407,62 87,64 03,78 801,17 18,04
Dotober " . . i u % 876,10 301,62 ay,1a 74,07 BpT.e7 13,82
e | R e R L e7lu4 208,50 86,20 7508 408,85 ' 10,24
December . . . . ’ . eB4,B0 208,28 86,28 71,80 212,47 18,13

IR

~ {a) Pakistan figures excluded from July 1848,
N. B.—~Figurées reprosont aversgee of Friday figures.
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FINANCIAL CONDITIONS

Statements V, VIA, VIB and VII

There was an inereade in the volume of note circulation from Re. 1188 -63 crores.
in October 1947 to Re. 1214 +29 - crores in October 1948, Tt will be seen from State-
mant VI-A (which shows the statistics of the Issue Department of the Reserve Bank)-
that since Juns 1946 the value of Sterling Qocurities held in the Issue Department:
sontinued to remain stationary at Rs. 1135 -32 crores but with the establishment
3f the State Bank of Pakistan it droppod to Rs. 1092-80 crores in July 1948 and
stood at Rs. 70664 crores in Octobur 1948, f.e. Rs. 7536+04 crores more than what
it was in August 1939. i

The net purchase of sterling by the Reserve Bank of India during the ten months
ending October 1948 amounted to 29 -0 million as compared with the net sale
of sterling of 6+2 million in the corresponding period of 1047 and this latter fipure

the Reserve Bank of India amounted to Rs. 2564 crores ab the end of December
1948 as compared with 383 -1 crores at the ond of December 1047 and BS. 4 -44 crores-
in August1939. i

As regards the pgeneral baunking situation, reference is invited to.
Statemant VIL which shows the statisties relating to the position of tha®
Schedulod Banks in India. The demand liabilibies of these banks increased to-
Rs. 66480 crores in December 1948 as compared with Rs. 652-41 crores in De-
cember 1947.  As compared with August 1939 the demand liabilities increased.
by Rs. 529 crores. The timo liabilities of the Scheduled Banks however declined, to-
Rs. 20828 crores in December 1948 as compared with Rs. 314 9] crores in
December 1947. As compared with August 1939 they showedan increase i
Rs. 19562 crores. .

The sources of the supply of the sterling and its disposal up to the end of January
1949, are shown in the following table :—

Crorea of Ba—
1. Hterling assets held by Reservo Bank in Angost 1839 . G4
¢, Sterling purchazed by Reserve Bank—
September 1680—January 1040 63
. Pobruary 1940—January 1941 - 88
February 1041i—Jauuary 1042 § 40
February 1942—January 1045 105 -
Tebruary 1948 —Janiary 1944 152
February I944—Jauuary 1846 187"
February 1945—Jannary 1046 B2
February 1946—Jmnuary 1047 (— M0
February 1847—January 1048 L2 s
Faobruary 104B—Jannary-1040 -. ¥ i (=J1d
&, Bterling Payments by the U, K. Government < . 5 : . = 1,717
4. Bterling amounts involed In repatristion e . : iy , 100
& Bta s e ke Bk o Funibon e She Momitury xmasmbonte SOAIORE, L gqy
6, Purghase of Annuities for sterling Penslons—{Gross s 4 . Pt . 224
7., Other 8térling Commitments ~ . . : | 2 : & E 685

8, Sterling holding of Reserve Bank at the end of January 1949 ¥ 2 It ; 088
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STATEMENT VIIL.—Indez Nuwmberof Prices of certain Industrial Articles

(Prepared in the Office of the Eeonomic Adviser to the Government of India) '
(Figures relabe to the lnst week of the month)

(Base :werk ending 18th August 1028100

St

Monthiy Cotton Gulvanized
AVELagtE or Bugar Kerpgeps  Petrol  Mapu-  Mapu- Cement  Oormugated Leather Coal
Calendar factures fuctures Sheeta =
Monthe
F30—Average for ol
five months opd-
Ing December :— 1156 105 105 112 170 107 116 10 101
isd0 . “ 107 120 122 11% 189 114 131 115 100
Isdr i i 138 180 1a5® 175 114 100 108 104
7 1206 ‘178 160 202* 175 134 243* 125 130
godn . 144 180 168 430 21 103 agae 153 107
~A04d . i 165 140 171 a09+ 255 S0HE a4G 203 288
645" 187 172 185 o 249 205 70 226 204
2046
Tanusry 187 166 158 282 251 103 243 251 204
Februsty . _1a7 165 186 2aae 266 193 243 251 204
March . 160 158 130 oAz 265 1648 243 208 204 |
= April. . 104 151 180 262% 266 19% e84 £70 204
May 17 151 139 2ha» 256 182 234 a7 204
Junp 171 161 lag 262% 256 182 a2n 239 204
July - 7 161 159 262 850 1482 220 874 204
Augnat 189 161 130 2029 2566 152 220 a52 204
September 189 141 139 agae 266 182 221 a5z 204
Oatnber . 212 151 e zeze 289 188 229 350 204
November 218 161 e 2o 407 ig2 220 a1 204
Tepember 218 151 189 2age 431 182 i) 60 204
ARdr—
Janunry . , £1¢ 161 161 262 453 182 200 330 204
Febiroary . a1z 161 155 Z6a2%. 460 182 220 20 " ape
March 212 181 156 262% 457 10y 239 202 204
Apri] . 212 161 161 agae 429 197 220 o7 204
May . g1z 151 161 262 487 197 L zar - 204
June f 212 140 141 268* 4564 107 220 308 £
July 218 147 1dd zage 440 197 ) 811 274
August 212 ra7 166 T b L&07 197 220 HE TS 874
Beptember 212 147 106 2a2* 507 197 gzn 508 874
October 212 147 166 Q02 408 197 2ep 207 a7d
November g1e 147 164 g 4E5 107 £20 548 374
Deoemaber 864 147 166 a62e 506 107 220 a7 474
dydi—
Janvary 86 147 106 28T+ 514 205 £52 aay 474
Fetrmary , 260 175 179 287e 450 265 283 318 a74
Marol g60 175 170 ange 402 285 282 207 574
April : 475 180 134 203 454 268 258 303 874
May 374 190 184 44 476 266 288 320 874
June BRge 160 184 HE T 472 280 282 a24 374
July 377 101 184 aTa* 402 258 282 225 374
August . 874 188 184 853 618 264 232 J0D 374
Beptember 870 b1:k] 184 Ban. a2 250 it s 300 an
Dotober 207 198 184 36y* 585 £50 A% am 374
November a8 108 184 s60% 520 260 282 BOE 874
Tecember 410 183 184 Sa6* 560 260 2R2 300 474
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STATEMENT IX.—Variable Yicld Securitics Index for certain Industriss
(Base : 1927-28.100)

(Propared in the Office of the Boonomic Adviser to tho Governmont of India)

l'
Monthly svera or Conal franand Tes (19 Sugar{d Cemant {3 Papor (Z)
Untendar monkha, {21 smma) (20 ahﬂ.'aaj {13 nhamﬂ:l Bies] {% ahnres) ahnres) &hareg) sharas
Rlznres
—_—n
239 Avarage for five 503 823 1593 5013 Hae3 B4+5 165D 2k B
months ending December
L840 . . . E 762 R L3906 4531 dZ+3 TE0 1808 2084 -8
2041 . - s = 10773 577 16841 BT 4 75 109 1853 8167
1043 . - 2 - 127-1 523 154+l 1t 3z+0 1%-8 Zi6 -4 A00 £
J3dx . . x E 1087 62-9 2055 3333 122 105 -2 BTE 481 -1
194¢ . g 4 1013 785 2815 5RE 2 12040 =~ 2246 2449 -8 BOG R
wis L L. . 1883 o8-8 4330 610+7 12606 a4 283 0 G40 0
a946— :
Janunry . x 218 +8 1115 ATH 5 709-1 i47+7* 2288 5040 698 -4
Hobruary A L 11251 383 8 9848 145-4* 22343 B00 -3 - 701§
March . 3 " 241 -4 1204 3362 789 9 144 0% 230-2 8105 500 -5
Apil . . . 251 -2 1256 @241 T 145-4* 2353 8177 857 -0
May . . : 20447 1250 410-8 0348 161:0% 2480 3170 a89-8
diss o . - BT 1365 4277 §81-T 163-7%  280-.0_  SEe-L - 300.0
July . iy 200 -0 15641 4058 848 07 Be0*  208-1 8314 984 =01
Augrast . 4 . 81441 1020 . SOL-4t ‘- B4*E 187-4%  288-6F  S41-3f 1101-8%
September . .t 27006 14742 4370 a1l-8 181+5* 846G 4006 -8 072-3
Oetober . e 2767 12530 362:0 77T 175-1% 2048 $08 -0 o182
November . . 2884 184 +3 401 -8 787 171.3* 2383 027 S0l
Depembar i 251 0 12683 377-0 7270 i7g-r * 2233 256 -1 5340
27— .
January i . 2888 12647 5764 T35 177 -7 22345 2847 A30-1
Fobruary A 235 -7 118-7 Bhd -4 B +5 17048 05 -2 200-8 - TE0-T
Morch . : F 236 -0 116+4 B38-B B850 167 6 204 3 2658 - Th4B
April . i . 20g-8 1143 3320 6868 1560 5 200 + 2208 78%2°1
May . . 1 05 | 11448 3830 654 -1 167 -8 1055 2183-2 7381
Joms . " ’ 2080 852 200 56%-1 FETI] 1970 2174 a1l -8
July . o ¥ 100 4 T 234 -7 Bo2 -7 1442 160 0 230 0 698D
Augnst . : : 1012 BT9 252+4 540 -7 145-0 . 180-0 2073 4107
September . ‘ 1867 §7 8 2805 4340 1444 1518 201 -7 8066
Octobier . . 1877 B2 2082 98-8 1408 1427 104 -0 5464
Rovember : 1541 7046 2150 4870 1890-2° 153-8 , 108-3 543-2
December . . 1pd+d L 925 25005 B51-3 1407 17848 53 -8 634 -1
1948— X .
Jnouerry - . E00's 8140 2R2-0 6232 1458 158-0 2314 6157
Pebrusry . . 1087 §2+0 = 235-3 5084 142'4 1510  216-4  B1BB
Mihroh IS P 807 230-0 4728 1408 1445 2162 5406
e -
April . - . 187 -8 704 213 -0 4400 1487 -1 1880 215 -4 5170
May . : . 18g-d 762 282.5 4585 1889  -138'0 21540 5001
Juns . : = 186-2 7345 208 4 447 % 1278 146-2 214 0 5621
July / . 1806 707 2016 436. 8 1248 1402 2106 GO -8
August 7 « 18075 718 2140 4434 126°2 14770 2086 622°8
Hepbambar . . . 178°8 702 20873 41075 124°0 14774 1090 5187
Dotober 4 1 ima 098 104'6 - 4119 1221 1460 201°4 5019
Hovember . « 1718 a3-8 190°0 ~ 400°8 19174 143°3 180°8 450" 6
Decsmber . F 18741 836 2012 4308 1194 140-2 104°3 4048
*Bstimated. '

{Figures relate to only one week ending 10-8-1046.
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STATEMENT X.—Industrial Profits Index

(Base : 1828=100)

- Industries
Iron All
Your Juobe Cotton and Tea Sugsr Paper Coal Todus-
z Sbewl » trice
BB 5 s 186 1545 2303 962 17004 1518 1891 724
1040 ;i 488 2201  BOO-F  05+¢ 1800 858 +7 140+2 800
T o v . 46-83 48841 987-3  141-3  247-2 4322 1149 18644
FER - o 4747 7688 s1e-0 21945 2975 488 4 1120 1861
W Ld e 8745 984 it 385-9 1370 2851 4358 1841 170+0
L coas u 418 7605 3414 1080 2524 451 -4 3188 162-8
;{17 S 444 @814 5483 1445 1931 4246 360-0 1882
1956 % 681 8505 3247 19044 17540 B417 273-8 1504

INDUSTRIAL CONDITIONS

Statements VIII to X —Statoment VIII shows the trend of prices of indus-
trial articlos and it will be seen therefrom that there has been an all round in-
crease in the index numbers of prices all the articles listed there, whereas State
ment IX reveals that index numbers of all leading securities showed a marked decline
over the pravious year's level.

Profits being the main motive force of economic activity, theoretically provide
one of the bsst indioators of business conditions and Btatement X contains
materials for a review of the progress made by the mogt imporfant - industries
during 1939 to 1946,
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59

Mﬂf X1.—Fived Yield Government Security Index numbers and Yield on 3}per

cent. and 3 per cent. Government Paper (Bombay)

- Monthly a'w;-nga or Calendar months

3} per cent Paper.®

*Babatituted by 3% Goverament Paper with = ook from 16-0-44,

Index
Numbers Yield of
(Base : Yield 3 per cent,
1927-28= paper
100}
1040-41 i - . . - 3 . é 1148 380 870
1841-42 - - - . = = L = g 115-9 37 a3-af
1042-43 . » " . . - . - . 1160 877 a7
1048-44 P i . a . . . . 3 ye 5°62 a8-67
184445 * I . . 5 . a 118-0 8-862 333
1045-48 . = . # . 118-8 848 814
1940-47 & » . . . . W " . 121-2 - .00 L
DEOEMBER 1045 . . . e . . 119-0 3788 308
J84d8
Janusry 4 . . » . . v 1198 838 3-07
Fobruary 5 . P # . 118-2 359 305
Murch . . Fi - 3 = = 119+2 a4l 201
April . . ¥ . . : . 5 119.7 340 2-97
May . . 3 ' . . . . 1194 341 295
Juna . . ¥ . . . * . . 120-7 -8R
Joly . . 2 = 5 il e 4 1210 = @ 2B
August . - . - i - 122-8 284
8eptember . . . - > P 121-2 288
Oetober v F 4 " r " ¥ 1215 2-87
November . . . . . T@e. . wiss - . 287
Decembar . . " . * * F 120-7 2-80 -
BT
Jannary . . . . . ¥ " . 118-7 201
February . 0 X ' . L 1174 294
Mazch " . . ; . . i 117°R 2-04
Apell » . . ¥ . aln 1180 2-08
May . B . ¥ . " M - 1176 2:05
June . . " - . N . 1175 205
Joly . . . M = . 5 5 117+5 2-97
Angust * . . . . ] “ ’ 175 2-90
Bepbamber : - = e . - . 1174 - 295
October . . T R 1.8 2-88
November . . . & i . 1165 203
. Degember . B . . 117.4 247
1048
January . v - . c ; 1171 2-a8
Fobruary » . ; . L . 116.8 300
March . P . . W . . 116.5 &-01
April ] e e, LN I S| 114°8 805
May v . ! * . 4 114-90 800
June v . . - . 114°6 3 04
July . : i ‘ . e 147 803
August . . " - . . 114.9 3-02
Beptember . . . . Wil 155.0 Sr02
‘Ootobar . . % . F 155.1 301
November . . 114.8 302
December 3 . O k- ‘ 114.8
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STATEMENT X1L.—Monthly Cheque Clearance and Call Money Rate— Bombay and

Caleutis
- R Monthly Inter-Bank Call Monthly Inter-Bank Call
Monthly averages or ohBgue - Batea Monthly averages of Chequs » Rates
calendar months olearanss  ———*——  oalendar month cleargnee e
in erores Bombay Calontis in crores Bombay Caleuttr
of Par Per of Per Per
Topobs cont, oent, rupces cent. cent,
1847 —
Jann : . B6G.8
1939 (Average for fivo e ¥ i
months ending 7
Deoember) . 102.5 7/8 1 February .. . 064.0 %
’ March 5 . b84-4 71
1940 = . . 177-0 11/18 5{8 April . . — & D3]
b May - : . D21-3 ;
1941 . i . 208.p } 3 June . - . 4860 1
July . . . G586-7 e
1942 . . . 2220 3 3 )
Augusab . . 493-8
1943 . S . 68T % ¥ Beptember ., . 478-9 i i
Ootgber | , 434-D 3
November . . 473 b
December . . 0T3:7 ¥ ¥
Igds o . 450.1 4 3 1548
1945 . . . 520.3 t Januafy . . 5669 I
1946 — February . + 519D ; i
Januorty . . 8188 ‘88 § March . . 6240 t
February . . G2 7/18 +  Apriy . - 580-6 i
March = . . 0388 /8 4 May". .. . G633 t
April | » . 665-9 + 4 Jupe . H . 56439 +
May . : . 6613 3 July . . o= DT85 g
June . F . 609-3 © §  August . . BO3-T
July . . . B85-5 7/16 3 Beptember . . 5834 t
August . . Bid-8 3 4  Oectober . . b0p-2 +
Beptembor . . b3b-B 68
Oetober . . B520-3 38 )
November . . bB82-8 916 +
Degeember -, ; . 8004 % *

SHORT TERM MONEY MARKET

Statements XTI and XI1T —8Statement X1 shows the indox numbers (1827-28-100)
of the prices of Fixed Yield Government Securities and Yield of 3 per cent. Govern-
ment paper. The yield on the 3 per cent paper which was quoted at 2 -07 par cent,
in Decomber 1947 rose to 3 -05 per cent, in April 1948. Thero was however,
glight got back in the following month and it was quoted ab 3:02 per cent. i
November 1948,

Statement XII shows the monthly cheque clearances and the intor-bank call
rates in Bombay and Caleutta. The total cheques cleared through clearing houses
in India during January—O:tober 1948 amounted o Rs. 5,652 crores as compared
with Rs. 5,100 crores during the corresponding period of 1947. The money market
ruled easy since July, 1947, )
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PART IV

61

PLE AND AS A PERCERTAGE OF IKC
8,000 TO Bs. 50,00,000 ot

Tax at 1048-49 rates on *Total income

-Tu ot 1940-50 rates on *Total Income

Whally earned Wholly nnenrned Wholly earned Wholly vnearned
Income R =L {—
Es. Rs. Per cent. s, Per cent. HE. Ter cent Es. Per cont.
3,000 oo | N wit wil ¥n | " mum wil ®n
3,500 1 2.8 125 3.0 a1 1.7 o4 a7
4,000 108 2.7 « 168 a.b 80 2.0 117 2.8
4,500 191 2.0 188 6.2 96 9.2 141 3.1
5,000 156 §.1 210 4.4 117 2.8 i8L 3.8
5,500 151 3.8 281, 5.1 180 g2.5 19 .0
6,000 206 2.4 B4 5.7 165 2.6 a7y 4.6
8,500 244 8.z 406 8.2 186 £.0 B8 5.0
7,000 204 4.2 469 8.7 240 8.8 s3a 5.5
7,500 B4 £.0 681 7. | T s 3.6 | - 488 5.8
s000 |  80s 4.9 T “Ta 817 1.0 oz -
@, 000 A4 b5.6 7ig 8.0 &06 4.6 G0 8.7
10,000 = A04 5.9 844 E.4 402 4.9 ; L 73
11,000 694 8.2 1,068 a7 55O 5.5 | 980 8.5
- li,ﬂﬂu_ 704 6.0 1,281 |. 0.7 oy b.t 1,148 0.8
18,000 ba1 7.2 1,600 11.6 J08 6.1 1,867 10.5
14,000 1,108 7.8 1,718 12.8 078 7.0 1,686 11.3
15,000 1,281 8.8 | ‘aess 12,9 1,118 -7 1,806 5.0
18,000 1,808 10.0 2,875 16.0 1,673 8.8 2,732 15.8
21,000 2,563 12.2 8,818 18.1 2,480 11.6 3,680 17.5
24,000 3,600 1.0 4,750 10.8 3,867 1.0 | 4@ | 1ee
27,000 4,088 174~ 6,068 22.b 4,555 16.4 5,200 83.0
40,000 8,000 20.0 7,063 26.2 6,867 0.6 7,430 24.8°
23,000 7818 28,2 a,063 27.4 | ¥,180 21.8 8,080 27.1
86,000 8,025 24.0 10,665 £0.8 8,492 23,0 10,430 29.0
o 40,000 10,876 2.0 12,663 91.4 10,242 6.6 12,430 1.1
60,0007 15,876 80.8 18,500 87.0 15,242 80.8 18,367¢ 865
60,000 21,000 86.0 | 4,006 £1.6 | 20,807 84.8 | magis | - g8
0,000 27,260 $8.0 81,781 45.4 27,117 8.7 31,048 iz
&0,000 84,126 42.8 81,251 40.1 23,008 2.0 89,148 48.9
T 0000 | a1,00 46.7 | 47,008 52,8 | 4noms | 488 | 46061 2.2
1,00,000 48,314 48.8 | 56,2190 5.2 | 8,211 48.2 | 5,086 65.1
1,560,000 86,844 ET.% 08,600 a0 86,711 b7.1 98,838 65.0
2,00,000 1,381,168 65.6 | 1,44,881 72.1 | 1,20,888 | 68.2 ]7,44148 72.1
8,00,000 2,983,544 74:4 | 286,460 78.8 | 2,00,148 69.7 | 2,806,856 78.8
S 4,00,000 8,18,656 70.7 | 881,781 B2.0 | 2,956,080 T8.8 | 8,480,086 82.6
§,00,000 4,165,581 83.1 | 4,28,8654 856.7 | 8,588,686 T6.56 | 4,268,808 Bd.B
10,00,000 B.90,008 g0.0 | 8,18,081 P18 B,20,080 2.0 | 8,028,686 9.8
ﬂb,w.ouu 18,868,660 98.4 |[18,81,781 04.1 [10,96,086 54.8 [18,30,080 01.5
- 80,00,000 | 28.87.408 p4.6  |28.50,581 96.0 [25,70,080 B5.7 |27,67,580 0g.2
s

*Total income here exeludes any

payuble, If any.
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Incom.e from Capital Gains, and is as reduced by the Business Frofite Tax
-2.49—100.












[To BE INTRODUCED IN THE CONSTITUENT ASSEMBLY OF INDIA (LEGISLATIVE)]

A
’ BILT

*- give effect to the financial proposals of the Central Government for the year beginning on the
first day of April, 1949.

WHEREAS it is expedient to discontinue the duty omn salt,
to fix maximum rates of postage under the Indian Post Office
 ¥Iof1898. Act, 1898, to alter certain duties on customs and excise, fo levy
| certain additional duties of customs and excise, to fix rates of,
and make certain provisions relating to, income-tax and
super-tax, and to continue, for a period of one year, the tax imposed
XXTof 1047. by the Business Profits Tax Act, 1947;
Tt is hereby enacted as follows —
1. (I) This Act may be called the Indian Finance Act, §49. Short title apd
(2) It extends to all the Provinces of India. Cio i) j
2, Tor the year beginning on the lst day of April, 1949, N0 piscontinuance
duty shall be levied on salt manufactured in, or imported by sea, of salt duty.
or by land into, the Provinces of India. s
8. For the year beginning on the lst day of April, 1849, the Inland  postage
Schedule contained in the First Schedule to this Act, shall be inser- rates.
VI of 1808. ted in the Indian Post Office Act, 1898, as the First Schedule to
that Act. '
XXXIT of 4, In the First Schedule to the Indian Tariff Aet, 1934 :— Alteration | ofaer.
f 1934, tain duties ‘ofouas
(@) in Ttem No. 9(5), for the entry in the fourth column, the s
entry “Seven annas and six pies per 1b.” sball be substituted, and
for the entry in the sixth column, the entry “Seven annas per 1b.”
ghall be substituted ;
\ (b) in Item No. 24, for the entry in the fourth column, the
' entry “Rs. 16-4-0 per 1b.” chall be substituted ;
(¢) in Ttem No. 24(1), for the entry in the fourth column, the
\ entry ‘374 per cent. ad valorem plus Bs, 15-10-0 per Ib."” shall be
{ . subetituted ;
(d) in Ttem No. 24(2), for the entry in the fourth column,
the entry “37} per cent. ad velorem plus Rs, 39-1-0 per thousand
or Rs. 15.10-0 per 1b, whichever is higher” shall be substituted;
(e) for Ttem No. 28(14), the following Item shall be substituted;

namely —

“84 (14) Toilet Requicites Revenuwe 374 per cent g
not otherwisa ad valoram.
ppecifisd

(f) in each of the Ttems Nos. 34(3), 561, 61(8), 61(9), 78,
82(1) and 85(1), for the entry in the fourth column, the entry
75 per cent. ad valorem” shall be substituted ;

(g) in each of the Items Nos. 44, 45, 60, 71(2) and 71(3), for
the entry in the fourth column, the entry “374 per cent. ad valorem™
ghall be substituted ;



2
(i) after Item No. 60(5), the following If'em shall be inserted,
namely —
“B0(6) Sheet and plate Revenue 45 per céent.
Elush ad valorim.
i (i) in Item No..73(2), the words “flash lights™ shall be omitted;
' () after Ttem No. 73(13), the following Item shall be inserted,

namely :—

11

ik | (14) Flash ]jg]].l:s Revenun 3T poe cent. i
ad valoram.

(k) in Item No. 77, the words ‘“including photographic”
shall be omitted ; and 65

(I) after Item No. 77(4), the following Item shall be inserted, b

namely —

#77 {6) Photographic  Preferential 45 per eent. 3% per ... it
instruments, Revenue  ad valorem. cent. ad
spparatus walorem.
and app-

linnesas

Additiona]l  duties 5. When any goods chargeable with a duty of eustoms under
of eustome. the First Schedule to the Indian Tariff Act, 1934, or under thatt XXXIT o
Schedule read with any notification of the Central Goevernment for
the time being in foree, are assessed to duty, there shall, up to
the 31st day of March, 1950, be levied and collected as an addition
to, and in the same manner as, the total amount so ehargeable—

(a) & sum equal to such amount, in the case of goods comprised
in Ttems Nos. 22 (2) and 22 (4) ;

(b) a sum equal to one-half of such amount, in the case of
goods comprised in Items Nos, 48, 48(1), 48(2), 48(d), 48(5),
48(6), 48(7), 48(8), 48(10) and 51(2);

{¢) a sum equal to two-fifths of such amount, in the case of
goods comprised in Items Nos. 47(2), 59(2), 59(4) and 59 (5) ;
and

(d) a sum equal to one-fifth of such amount, in the case of
goods comprised in any Item of the said Schedule other than those
gpecified in clause (a), (b) or (¢) of this section or in the Second
Schedule to this Act : |

Provided that in the case of goods comprised in Items Nos, 48
to 48(10), both inclusive, if the duty of excise for the time being
leviable on like goods exceeds the sum of—

(i) the duty of customs chargeable under the First Schedule
to the Indian Tariff Act, 1934, or under that Schedule
read with any notification of the Central Government
for the time being in force, and

(i) the additional duty of customs chargeable under clause
() or (d) of this section,
there shall, up to the 31st day of March, 1950, be levied and
collected as a further addition to, and in the same manner as,
the duties of customs so chargeable an amount equal to the afore-
paidl excess.
Tenposition and sl 8. In the Second Schedule to the Indian Tariff Act, 1934,— xxX11

teration of certain (a) in Ttem No, 6, for the entry in the third column, the entry 1034,
export duties, “10 per cent. ad valorem’’ shall be substituted ;
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(b) Items Nos. 8 and 9 shall be omitted ; and
(c) after Ttem No. 7, the following Item shall be inserted,

namely —
“B. Cigarettes, cigurs and clerools . 15 per cent.
ad vilorem.",
7. In the First Schedule to the Central Excises and Salt Act, Impositic
L of 1044. 1044 alteration

t&i.l:_l duti
(a) in Item No. 2, for sub-items (1) and (2), the following shall *****

be substituted, namely:—
“{1) Matches, in boxes containing 60 matches on an average,

if manufactured in a factory whose ontput—

(i} exceeds five hundred thousand groes of Three rupeos

boxes per year, grosg of boxes.
(#i) does not exceed five hundred thousand Two rupees  fiftesn
gross of boxes per yvear, but exceeds one annas and three
hundred gross of boxes per day. piea per gross of
hoxes.
(¥} does not exceed one hundred grose of Two rupees nnd
boxer per dav. fourtoen  annas
per gross of boxes,

(2) Mafches, in boxes containing 40 matches on an average,
if manufactured in a factory whose output—

f
(%) excends flve hundred thouzand grosg of  Two rupees per groas
boxes por year. of boxes,

(€2} dows not exeeed flve hundred thouvsand One rupee fiftoen

grazs of boxes per year but exceeds one annas and eix pies

hundred gross of boxes per day. per gross of boxes.
(¥4} does not excesd one hundred grow  of One rupes  and

boxes por day. fifteen annas

groze of boxes.™;

(6) in Ttem No, 4, for the entry in the third column, the entry
‘Fifteen annas per imperial gallon® shall be substituted ;

(¢) in Ttem No. 8, for the entry in the third column against
sub-item (1), the entry “Three rupees and twelve annas per owt,”
shall be substituted ;

(d) for Item No. 10, the following Item shall be substituted,
namely :—

“10. TYRES—

“Tyre”’ means a pneumatic tyre in the manufacture
of which rubber is used, and includes the inner
tube and the outer cover of such a tyre,

y

{7} ‘Dyres for motor vehicles , = - 30 per cent,
ad valorewm,

{2} All other tyres e . - 15 per ecant.
ad valorem,"

and
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(e) Ttem No. 12 inserted by section 2 of the Central Excises
and Salt (Amendment) Ordinance, 1249, shall be omitted, and the
following item inserted in lieu thereof, namely :—

12, CLOTH—
wQlpth” means any type of cloth manufactured sither wholly from cotton
or partly from cotton and partly from any other materiel, but
dovs not inelude—

|
(i) rendy made cloth other than dhoties end saiees ;
- (#€) hoalery 3

(§i5) leathor cloth and inforior or imitation leather eloth ordinarily
used in book-binding ;

(i) tracing paper ;

{#) cloth manufactured g& tly from cotton and par tly from wool
and containing 40 per cent. or more of wool by weight ; ©

{vi) Tubberired or synthetic waterproof fabries whether single-
tox tured or double-textured ; snd

{vii) hand-loom cloth.

(1) Superfine cloth—

that iz to say, cloth in which the count of warp Twenty-fivea per
%*;;m {whether single or folded) ia 488 or cent. ad valoresm.
BT,

{2) Fine cloth—
that ia to say, cloth in which the count of warp 8ix snd one-fourth

yarn (whether single or folded) is 308 or per cent. ad valo-
finer but doss not excoed 478, rem,

(8) Medinum cloth—

that js to say, clath in which the count of warp Three pies per yard.
yarn (whether single or folded) is 178 ar
finer but dops not exceed JdB.

{4) Coarcecloth—

thet is to eay, all other cloth in which the count Three pies per yard.'
of warp yarn (whether single or folded)
doea not exceed 18a,

8. (I) The following amendments shall be made in the Indian
Tncome-tax Act, 1022 (hereafter in this Act referred to as “‘the
Income-tax Act”), namely :— ,

(a) for claunse (6) of section 2, the following clause shall be
substituted, namely —

“(6) ‘company’ means—
; (i) any Indian company, or

(i) any association, whether incorporated or not and
whether Indian or non-Indian, which is or was asses-
sable, or was assessed, as a company for the assees.
ment for the year ending on the 3lst day of March,
1948, or which is declared by general or special order
of the Central Board of Revenue to be a company for
the purposes of this Act” ;

(b) in the last proviso to clause (6A4) of section 2, after the
figures #1046, the words and figures "or after the 31st day of
March, 19487 shall be inserted ; and

Bof 194u.
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{¢} in sub-section (I) of section 128, after the figures 1946
the words and figures “and before the lst day of April, 1048" shall
be inserted.

(2) The amendment made by eclause (a) of sub-section (I)

shall be deemed to be operative so as to apply in relation to all

~ assessments subsequent to the assegsment for the year ending on

the 31st day of March, 1948, whether such assessments have, or
have not, been made hefore the commencement of this Act.

9. (1) Subject to the provisions of sub-secions (3), (4), (5) Income-tax a
and (6), for the year beginning on the lst day of April, 1049,— BSuperiax

- (@) income-tax shall be charged at the rates specified in
Part 1 of the third Schedule, and

_ (b) rates of super-tax shall, for the purposes of section
K1 of 1022. b5 of the Income-tax Act, be those specified in Part 11 of the Third
Schedule.

. (2) In making any assessment for the year ending on the 31st
day of March, 1950, there shall be deducted from the total income
of an assessee, in accordance with the provisions of section 154 of
the Tucome-tax Act, an amount equal to one-fifth of the earned
income, if any, included in his total income, but not' exceeding in
any case four thousand rupees. !

(3) In making any assessment for the year ending on the 31st
day of March, 1950,—

(z) where the total income of an assessee, mot being a
company, includes any income chargeable under the
head “Salaries’” as reduced by the dedugtion for earn-
ed income appropridte thersto, or any income charge-
able under the head “Interest on securities”, or any
income from dividends in respect of which he iz deemed
under section 498 of the Income-tax Aet to have paid
income-tax imposed in British India, the income-tax
payable by the assessee on that part of his total income
which consists of such inclusions shall be an amount
bearing to the total amount of income-tax payable
according to the rates applicable under the operation

XX of 1048, of the Indian Finance Act, 1048, on his total income
the same proportion as the amount of such inclusions
bears to his total income ;

(b) where the total income of an assesses, not being a com-
pany, inclodes any income chargeable nnder the head
“Balaries” on which super-tax has been or might have
been deducted under the provisions of sub-section (2)
of section 18 of the Income-tax Act, the super-tax pay-
able by the assessee on that portion of his total income
which consiste of such inclusion shall be an amount
bearing to the total amount of super-tax payable, accord-
ing to the rates applicable under the operation of the
Indian Finance Act, 1948, on his total income the same
proportion as the amount of such inclusion bears to
his total income.



(#) In making any assessment for the year ending on the 31st
day of March, 1850, where the total income of an assessee consists
partly of earned income and partly of unearned income, the super-
tax payable by him shall be—

(i) on that part of the earned income chargeale under the
head “Salaries” to which clause (b) of sub-section (3)
applies, the amount of super-tax computed in accord-
ance with the provisions of that sub-section, plus

(i) on the remainder of the earned income, the amount
which bears to the total amount of super-tax which
wonld have been payable on his total income had it
consisted wholly of earned income the same proportion
a8 such remainder bears to his total income, plus

(i#i) on the unearned income, the amount which bears to
the total amount of super-tax which would have been
payable on his total income had it consisted wholly of
unearned income the same proportion as the unearned
income - bears to his total income.

() In making any assessment for the year ending on the 31st
day of March, 1950,—

(a) where the total income of a company includes any
profita and gains from life insurance business, the snper-
tax otherwise payable by the company on the whole of
such total income shall be reduced by an amount which
bears to that super-tax the same proportion as the
amount of such inclusion bears to its total income or
by an amount computed at the rate of two annas in
the rupee on the amount of such inclusion, whichever
is less;

{3) where the total income of an assessee, not being a
company, includes any profits and gains from life in-
surance business, the income-tax and super-tax payable
by the assessee on that part of his total income which
consists of such inelusion shall be an amount bearing
to the total amount of such taxes payable according
to the rates applicable under the operation of the Indian

Finanoce Act, 1942, on his total income the same propor- XIT of 1842,

tion as the amount of such inclusion bears to his total
income, so however that the aggregate of the taxes so
computed in respect of such inclusion shall not in any
case exceed the amount of tax payable on such inclu-
sion at the rate of five annas in the rupee.

(6) In cases to which section 17 of the Tncome-tax Act applies,
the tax chargeable shall be determined as provided in that section,
but with reference to the rates imposed by sub-section (I), and in
accordance, where applicable, with the provisions of sub-sections
(3), .(4) and (5) of this section.

(7) For the purposes of making any deduction of income-tax
in the year beginning on the lst day of April, 1949, under sub-
gection (2) or sub-section (2B) of section 18 of the Income-tax Act
from any earned income chargeable under the head “Salaries”,
the estimated total income of the assessee under this head shall,
in computing the income-tax to be deducted, be reduced by an




(;

amount equal to one-fifth of such earned income, but not exceed-
ing in any case four thousand rupees ; but no abatement shall be
allowed by the person responsible for paying the salary in respect
of any donations made by the assessde to which gection 15B of the
Income-tax Act is or may be applicable.

(§) For the purposes of this section and of the rates of tax im.
posed thereby, the expression “total income™ means total income as
determined for the purposes of income-tax or super-tax, as the case
may be, in accordance with the provisions of the Income-tax Act,
and the expression “earned income” has the meaning assigned
to it in clause {fA4) of section 2 of that Act.

10. (1) Notwithstanding anything contained in sub-gecticn Re-assessment of
(1) of section 9 of, or paragraph D of Part II of the Second ":f:;?:’m;;;‘i_"
XX of 16848, Schedule to, the Indian Finance Act, 1948, the rate of super-tax ;ﬂni“-
for the purposes of section 55 of the Income-tax Act and for the
year beginning on the 1st day of April, 1948, shall be four annas
per rupee of the total income in the case of any company
which—

{a) was not entitled to the rebate allowed by the proviso
to paragraph D of Part II of the Second Schedule to the Indian
Finance Act, 1948, and

(b) was not a public company the shares of which were offered
for sale in a recognised Stock Exchange at any time during the
previous year.

(2) For the purposes of clause (b) of sub-section (1), a com-
pany shall be deemed to be o public company only if it is neither
@ private company within the meaning of the Indian Companies
VI of 1918, Act, 1913, nor & company in which shares carrying more than
fifty per cent. of the total veting power were, at any time during
the previous year, held or controlled by less than six persons.

(3) Where the assessment for the year beginning on the lst
day of April, 1048, has been made before the commencement of
this Act in respect of any company to which sub-section (1) of
this section applies, it shall be revised by the Income-tax Officer
o as to give effect to the provisions of that sub-section.

\ 11. (1) In sub-clause (a) of clause (4) of section 2 of the Business Profits
XXI &f 1947. Business Profits Tax Act, 1947, for the figures * 1948 * the figures Tax.
% 1049 *' shall be'substituted.

{2) The tax imposed by section 4 of the said Act shall, in res.
pect of any chargeable accounting period beginning after the
31st day of March, 1848, be an amount equal to 10 per cent. of
the taxable profits.

(5) For the purposes of the said Act, “ abatement " shall
mean, in respect of any chargeable accounting period beginning
afler the 3lst day of March, 1948, a sum which bears—

(a) in the case of a company not being a company
deemed for the purposes of section 9 of the said Act to be a
firm, to a sum equal to six per cent. of the capital of the




Repsals. :
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company on the first day of the said period, computed in
accordance with Schedule IT to the said Act, or two lakhs of
rupees, whichever is greater; or

(b) in any other case, to two lakhs of rupees,

the same proportion as the said period bears to the period of
one year.

12. The Indian Tariff {Amendment) Ordinanece, 1948, and ){.Xi{[n ol
the Central Excises and Salt (Amendment) Ordinance,; zf-‘ Lpdy
1049, are herehy repealed. ;
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THE FIRST SCHEDULE

(See saction 3.)
Vi of 1804. Schedule to be inserted in the Indian Post (ffice, Act, 1885,

« THE FIRST SCHEDULE
Ixzanp Postace Bares
{See section 7.)

Letiera
For s weight not exceeding one toln . H ’ . i i . Two annas,
For pvery tols, or fraction thereof, exeeeding one tols ool | iy . Omoanna,
Posteards
Bingle . . 4 . : ; : " : . . Nine pies.
Reply . ] 1 . . » 4 a ; . : - . Oneand a half ann

Book, Pattern and Sample Packels

Far the first five tolas or fraction thereof . ‘ . . . . Nine pies.
For every additional two snd a half tolag, or [reeticn thevedd jin exvoee
of five tolas i - . ! } . ; : i . Thres pies.
Registered Newspaper:
“Far a waight not exceeding ten tolas . . ‘ 3 ; 1 . 'Three pies. W
For a weight exceeding ten tolas and not exceeding twenty telhs . Bix pies.
For every twenty tolas, or fraction th ercof, exceedin g twirty|[telee . Bix pies.
In the case of more than ons copy of the same issue of a registered news -
paper being carried in the same packet—
For a weight not exceeding ten tolas . . : . . . Bix pies,

For every additional five tolas, or fraction thereof, in excoos of ten Three ples.
tolas ;

Provided that such packet shall not be delivered at any addressee’s resi-
dence but shall b given to a recognised sgent at the post office ;

Parcels
For a weight not exceeding forty teles A ¢ L 5 . . Six cnnss:

For every forty tolas, or fraction therecf, exceccling fonty tolae . . Bix annrs".
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THE SECOND SCHEDULE
(See section 5.)
Goods on which additional duty of cusioms is mot leviable.

f
A. Goods comprised in the following Items of the First _

Schedule to the Indian Tariff Act, 1934, namely :— ﬁiﬂf ¥
2, 4, 4(1), 4(3), 4(4), 4(5), 7(1), 8(1), 8(2), 8(3), 8(4), 8(5), 9(3),

o(5), 9(6), 9(7), 11(4), 11(5), 12(6), 13(4), 13(8), 13(9), 15, 15(5),

15(9), 16(10), 15(11), 15(12), 18, 16(1), 16(3), 20(1), 20(2), 20(3),

20(4), 20(5), 20(6), 20(7), 20(8), 20(9), 21(3), 21(4), 21(5), 21(6),

21(7), 21(8), 21(9), 22(3), 22(5), 24, 24(1), 24(2), 24(3), 26(1), 27(1),

927(2), 27(3), 27(4), 27(5), 27(6), 27(9), 28, 28(8), 28(14), 28(15),

28(16), 28(17), 28(18), 28(19), 28(20), 28(21), 28(22), 28(23), 28(24),

28(25), 28(26), 28(27), 28(28), 28(20), 28(30), 29, 29(1), 30, 30(1),.

30(2), 30(9), 30(10), 30(11), 30(12), 30(13), 31(4), 34(3), 40(4),

40(5), 40(6), 40(T), 43, 44, 44(1), 45, 45(3), 46(3), 49, 49(2), 51,.

52(4), 53(2), 66, 55(1), b56(2), 55(3), 60, 60(2), 60(3), CO(4),.

60(5), 60(6), 61(2), 61(3), 61(8), 61(9), 61(11), 62(1), 62(2), 63(30),

63(31), 63(32), 63(33), 63(34), 63(35), 64, B4(3), 64(4), 65, 67, 67(1),

67(2), 68, 68(2), 69(2), 70, T0(1), T0(2), T0(3), 70(4), T0(5), T0(6),.

70(9), TL(), T1(3), TI(7), TL(E), TL(9), TI(1M), 72, 72(1), 72(2),

79(8), 72(4), 72(5), 72(11), 72(12), 72(13), T2(14), T2(15), 72(16),.

72(17), 72(18), 72(19), 72(20), 72(21), T2(22), 72(23), T2(24),

72(25), 72(26), 72(27), T2(28), T3(2), T34, T3(T), T3(B), T3(9),

73(10), 73(11), 73(12), 73(13), T3(14), T4(2), T4(4), T6(1), T5(5).

76(6), 75(7), T5(8), 77(2), T1(4), T7(b), 78, T8(1), 7O, B2A(1), B4,

84(1), 85(1).
B. Goods comprised in the following Items of the First Sche-

dule to the Indian Tariff Act, 1934, when the Customs Collector

is satisfied that such goods are the produce or manufacture of ~

Burma, namely :(—

No. 7 (potatotes and onions only) and Nos. 9, #(3), 13(2), 17
and 34(4) (a).
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THE THIRD SCHEDULE
{See section 9.)

Panrr 1
Ruates of Income-taz
A, In the case of every individusl, Hindu undivided family,

unregistered firm and other association of persons, not being a
case to which paragraph B or C of this Part applies—

Hate

1. On the first Rs, 1,800 of totul inecme . - . Nl

2. On the next Rs. 3,600 of total income . . . Nine pies in  the
rupee,

3. On the next Ra. 5,000 of tctal inccn e . - . Ous anna and mine
pies in the rupee.

4. On the next Rs. 5,000 of totelincon e . R . Thme sud a helf
annes in the rupee.

5. On the balanee of total inceme | x = . Five gnnag in the
rupee;

Provided that—

(i) no income-tax shall be payable on a total income
which, before deduction of the allowance, if any, for earned
income, does mnot excead Ra. 3,000 ;

(i4) the income-tax payable shall in no case exceed half
the amount by which the total income (before deduction of
the said allowance, if any, for earned income) exceeds
Rs. 3,000 ;

(¢ii) the income-tax payable on the total income as re-
duced by the allowance for earned income shall not exceed
either—

(2) & wum bearing to half the amount by which the
total income (before deduction of the allowanee for
earned income) exceeds Rs, 3,000 the same proportion
as snch reduced total income bears. to the unreduced
total income, or '

(b) the income-tax payable on the income so reduced
at the rates herein specified,—

whichever is less,

B. In the cage of every company—
Rate
On the whole of total income & Pt Five annas in the
rupee i
Provided that in the case of am Indian company—

(i) where the total income, as reduced by seven anmas in
therupee and by the amount, if any, exempt from income-
tax, exceeds the amount of any dividends (including dividends-
payable. at a fixed rate) declared in respect of the whole or
part of the previous year for the assessment for the year
ending on the 3let day of March, 1950, and no order has
been made under sub-section (1) of section 23A of the Income-
tax Act, a rebate shall be allowed at the rate of one anna
per rupee on the amount of such excess ;




(#i) where the amount of dividends referred to in clause (i)
above exceeds the total income as reduced by seven annas
in the rupee and by the amount, if any, exempt from
income-tax, there shall be charged on the total income an
additional income-tax equal to the sum, if any, by which
the aggregate amount of income-tax actually borne
by such excess (hereinafter referred to as * the excess
dividend ') falls short of the amount caleulated at the rate
of five annas per rupee on the excess dividend.

For the purposes of the above proviso, the expression
* dividend ” shall have the meaning assigned to it in
clause (64) of section 2 of the Income-tax Aet, but
any distribution included in that expression, made during
the vear ending on the 3lst day of March, 1950, shall be
deemed to be a dividend declared in respect of the whole
or part of the previous year,

For the purposes of elause (ii) of the above proviso, the
aggregate amount of income-tax actually borne by the
excess dividend shall be determined as follows :— L
_ (i) the excess dividend shall be deemed to be out o

the whole or such portion of the undistributed profits
of one or more years immediately preceding the previous
vear as would be just sufficient to cover the amount of
the excess dividend and as have not likewise been taken
into aceount to cover an excess dividend of a preceding
year ;

(i) such portion of the exeess dividend as is

desmed to be out of the undistributed profits of each of

the said years shall be deemed to have borne tax,—

(a) if an order has been made under sub-
section (1) of section 23A of the Income-tax Act, XI of 1922.

in respect of the undistributed profits of that year,

at the rate of five annas in the rupee, and

(b) in respsct of any other year, at the rate

applicable to th: total income of the company,

for that year reduced by the rite at which rebute,

if any, was allowed onthe undistributed profits.

C. In the case of every local authority and in every case in
which, under the provisions of the Income-tax Act, ipcome-tax

is to be charged at the maximum rate—
Rate,
QOn the whole of total income . 3 i . . TFive sunue in the

Tupoe,
Part IT
Rates of Super-iax
A. In the case of every individual, Hindu undivided family,
unregistered firm and other association of persons, not being a case
to which any other paragraph of this Part applies—
Rate, if income  Rabe, if income
swholly aurned  whaolly unearned
1. Onthe first Ra. 25,000 of total income Nil Nil
2. On the next Rs. 15,000 of total
income : : . . . Two annas in Three annes in
the rupes. the rupee.
4. On tha nsxt Ba. 15,000 of total
income . 5 . . . Three anmasin  Four and & half
the rupee. annas in the

rupee,
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Rate, if inpome  Rate, if income
wholly earned  wholly unesrned
v | 4.0n the next Rs. 15,000 of total

income . : y : . Five annusin Six smnesin the
the rupee. rupee.
5. On the next Re, 15,000 of total Bix innes in Beven cmpes in
income. the ripee, the rupee.
8. On the next Re. 16,000 of totel Bix erd a hedf Eight tnpes in
income, annce in the  the rupee.
| 3 rupes, |
7. .On the next Re. 50,000 of totel in- Feven srnes in Nire rrpes in
COIne. the rupee. the ropee.
§. On the next Re. 1,00,000 of total Eight snnos in Nine ands helf
income. I the rupee. annas in the
; Tupes.
9. On the next Re. 1,060,000 of tctal Eight end a half Ten crpes in
inecme. annus in the | the rupee.
rupes. |
10. On the balsnce of total ircerre . Nine svoes in Ten ennes in the
' the rupee. Tupes,

B. In the case of every local authority—
Rate

On the whole of totel income . Two ennes in the rupee.

(. In the case of an association of persons being a co-operative

gociety (other than the Sanikatta Saltowners’ BSociety in the

Bombay Province) for the time being rogistered under the Co-

11 of 1912. operative Societies Act, 1012, or under an Act of a Provincial Legis-
lature governing the registration of co-operative socicties—

Rate
1, On the first Rs. 25,000 of total income . v Nl

2 Om the balance of totel inceme o . Two ennce|'in the
Tupee.

. In the case of every company—

Rate

On the whole of tota]l ineen e : : . Fevr crmeslin the
Tupec:

Provided that—

(i) a rebate at the rate of three annas per rupee of the total
income shall be allowed in the case of any company which—

(@) in respect of its profits liable to tax under the Income-
X1 of 1022, tax Act for the year ending on the 3lst day of March, 1950,
has made the prescribed arrangements for the declaration
and payment in the Provinces of the dividend payable out of
guch profits and for the deduction of super-tax from dividends
in accordanee with the provisions of sub-section (- D) or (3F)
of seetion 18 of that Act, and

(b) is & public company with total income not exceeding
Ra. 25,000 ;

(if) & rebate at the rate of two annas per rupee of the total
ineome ehall be allowed in the case of any company which satisfies
gondition (@), but not condition (b), of the preceding clause; and
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(¢ii) a rebate at the rate of one anna per rupee of the total
income shall be sllowed in the case of any company which, not
being entitled to a rebate under either of the preceding clauses, is—

(@) a publiec company the shares of which were offered for
sale in a recognised stock exchange at any time during the

Previous year, or

() & company all of whose shares were held at the end
of the previous year by one or more such public companies
as aforesaid:

Provided further that the super-tax pavable by a company
the total income of which exceeds Rs. 25,000 shall not exesed
the aggregate of—

{a) the super-tax which would have been payable by the
company if its total income had been Ra. 25,000, and

{#) half the amount by which its total income exceeds
Ra. 25,000.

Ezxplanation.—For the purposes of this paragraph of this
Part, a company shall be deemed to be a public company only if
it is neither a private company within the meaning of the Indian
Companies Act, 1913, nor & company in which shares carrying more VII of 1
than fifty per cent. of the total voting power were, at any time
during the previous year, held or controlled by less than six persons.

Declaration under the Provisional Collection of Taxes Aet, 1831,

It is hersby declared that it is Expﬂdmnb in the publc
in‘erest that the provisions of this Bill shall have immediate effect
under the Provisional Co'lection of Taxss Act, 1931. XVIof1
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STATEMENT OF OBJECTS AND REASONS

The object of this Bill is to discontinue the salt duty ; ta continue the existing
rates of inland postage subject to the enhancement of the rate for letters from one
‘anna six pies to two annas for the first toln and the abolition of the surcharge on air
mail letbers and post cards; to levy an enhanced duty of customs on betelnuts, motor
spirit and certain other commodities ; to continue the additional duties of customs
imposed by section 6 of the Indian Finance Act, 1942 as subsequently amend-
ed and with some modifieations ; to levy a duty of customs on exporte of cigarettes,
cigars and cheroots ; to raise the excise duty on sugar, motor spirit and tyres ; to
make certain changes in the excise duty on matches; to levy an excise duty on
mill made ecloth ; to fix rates of income-tax and guper-tax and to make certain
provisions relating to income-tax, super-tax and Business. Profits Tax,

J. MATTHAI
- New DEpHi;

The 28ih February, 1949.

———r S g

NoTgs o¥ CraUsES.

Clause 2 —Provides that no duty shall be levied on salt manufactured in, or
imported into, the provinces of India during the year beginning on the lst April,
1949,

Clause 3.—FProvides for continuance for a further period of one year of the
resent inland rates of postage subject to the enhancement of the rate for letters
?mm one anna six pies to two annas for the first tola and the abolition of the surcharge
on air mail letters and post cards. The reduction in the rate for post cards made
by executive order with effect from the st July, 1946, will be cancelled.

Clawuse 4 —Provides for the enhancement of the customs duty on betelnuts and
a number of other articles, The enhancement of duty on luxury items is proposed
to avgment the revenue of Government and as a measure of anti-inflation.

Clause 5,—FProvides for the continuance for another year of the additional
customs duty imposed by section 6 of Aet X1T of 1942 subject to certain niodifications

Clouse 6 —FProvides for the reduction of the export duty on cotton cloth from
25 per cent. ad valorem to 10 per cent. ud valorem, the abolition of the export duty
‘on oilseeds and vegetable oils and the levy of an export duty of 15 per cent. ad
valorem on cigarettes, cigars and cheroots.

Clawse 7.—Frovides for certain modifications in the excise duty on matches,

the (mhancement of the excise duty on sugar, tyres, motor spirit and the levy of
an excise duty on cotton cloth,

Clause 8~Amends the Indian Income-tax Act so as to enl;,rga the
definition of company to include non-Indian private companies whioh
were assessed or assessable as such iu 194748, and to abolish the tax
on capital = gains arising after the 31st March, 1948, The amend.
ment made by sub-clause (I) (#) read with sub-clause {2) of this odlause
and clause 10 of this Bill is designed to apply for the asgessment year 1948.49 a flat,
rate of income-tax at 5 annas in the rupee and a flag rate of super-tax at 4 annas in
the rupee on all privately controlled companies ineorporated ountside the Provinges
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of India. But for these provisions, such companies would have been treated as.
individuals or associations and their liability for income-tax would bave been less
and their super-tax liability would have been more or Jess than what it would have

been if they had been treated as companies.

Clause 9.—Read with the Third Schedule prescribes the rates of income-tax
and super-tax for the year 1949-50.

Clause 10 —Read with clause 8, prescribes the rate of super-tax on all privately
controlled companies incorporated outside the Provinces of India for the assessment-
year 1948-49.

Clause 11.—Provides for the continuance of the Business Profits Tax for another
year at the existing rates.

Clause 12.—Repeals two Ordinances the provisions of which are included in this

Bill.
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THE CONSTITUENT ASSEMBLY OF INDIA (LEGISLATIVE)

m————

A

BILL

to give effect to the financial proposals of the Central Government
for the year beginning on the first day of April, 1949,

In pursuance of sub-section (1) of section 37 of the Govern-
ment of India Act, 1935, as adapted by the India (Provisional
Constitution) Order, 1947, the Governor-General has- recommended
the introduction, and has, under sub-gection (1) of section 141 of
the said Act, given the previous ganction to the introduction, of the

Bill in the Constituent Assembly of India (Legislative).

M. N. KAUL,
Secretary,

) . Constituent Assembly of India (Legislative).

(The Honw'ble Dr, John Matthaip Minister of Finance.)

QIFD—82—068M of F-—28-3-48—1,5600.
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BUDGET SPEECH

Summéry of Part “A”

CENTRAL BUDGET, 1949-50

HiH

CONCERTED CAMPAIGN AGAINST INFLATION '
RISE OF PRICES HALTED ,
ALL UNESSENTIAL EXPENDITURE POSTPONED
FOOD POSITION STILL A MATTER FOR ANXIETY
BALANCE OF PAYMENTS WITH HARD CURRENCY COUNTRIES REMAINS DIFFICULT
DEFICIT OF Rs. 1479 CRORES LIKELY IN NEW FINANCIAL YEAR
- CURRENT YEAR’S DEFICIT REDUCED TO Rs. 1'55 CRORES
SUBSTANTIAL PROVISION FOR ESSENTIAL DEVELOPMENT EXPENDITURE

The Hon'ble Dr.
{Legislative) on February 28, 1949,

John Matthai pregented the second annual Budget of the Indian Dominion to the Constituent Assembly

The main problem before the country is that of keeping inflationary trends under control, and the Finance Minister mentioned

ithe various measures taken to fight inflation.

The food position continues to give anxiety, necessitating the import of 4 million tons of food-grains from overseas this year.

The balance of payments position is on the whole satisfactory, but the position with regard to the hard currency areas, from
‘which substantial imports of food have to come, continues difficult.

The current year's deficit is now placed at Rs. 1-55 crores, against Rs. 2-14 crores originally anticipated.
At the existing level of taxation, revenue for next year is estimated at Rs. 307-74 crores and expenditure at Rs. 32258

grores, leaving a deficit of Rs. 14-79 crores.

Defence Services are estimated fo cost Rs. 155-43 crores this year and Rs. 157-37 crores next year. In addition,
«apital outlay on Defence will cost Rs. 9-91 crores this year and Rs. 15 crores next year.

For relief and rehabilitation of refugees, next year’s budget provides Rs. 8-85 crores. In addition, a provision of Rs. 23-27
«crores has been made in the capital budget for loans and capital expenditure. Expenditure on relief and rehabilitation this year
will amount to Rs. 19-45 crores against Rs. 10-04 crores provided in the budget.

Expenditure on food subsidies in 1849-50 is gstimated at Rs. 32-07 crores. The expenditure this year will be Rs. 31-96 crores.
Bubstantial provision has been included for expenditure on development in the budget for next year, and all productive and

essential schemes will go forward.

Borrowings from the market next year are expected to amount to Rs. 85 crores.

Review of Economic Conditions

The Finance Minister began with a review of economic
conditions at home and abroad. Although it was the fourth
year since the cessation of hostilities, the return of normal
conditions, “‘without which it is impossible to expamd pro-
duction and develop trade™’, seemed us far off ns ever.
Over large parts of the world conditions remained disturbed,
while the progress of recovery from the ravages of war was
painfully slow. ““The emergence of two rival camps among
the countries that fought the war as allies is sympto-
matic of the abnormal conditions which still prevail,"" he
added, Other factors retarding economic recovery were
the Berlin impasse, civil war in Greece, the Palestine prob-
lem, eivil strife in China, the disturbances in Burma and the
unprovoked assault of the Dutch on the Indonesian
Bepublie.

At home, Dr. Matthai said, the major problem in the
year under review had been that of keeping inflationnry
trends under control,
had been a steady rise in prices, the general index-number
of whole-sale prices rising from 200-5 at the beginning of
the year to 8142 at its close. In the first seven months
of 1948, there had been n further steep rise, the index-
number riging by 76 points to 890-1, Since then, however,

Throughout 1947, he recalled, there

prices had dropped slightly, “‘and as s result of the various
measures taken by Government prices have remained more
or less steady"’.

In the matter of food imports, the position was still
difficult. Owing to poor ecrops in certain parts of the
country last year, India had had to import 2'8 million tons
of food at a cost of Rs. 130 crores against an estimated
import of 2 million tons costing Rs. 110 erores, This year
the position was expected to be still more difficult, ewing
to floods in Bihar and the United Provinees, damage by
cyelone in Bombay, and famine in parts of Gujrat,
Sauraghtra, Rajasthan and Cutch. Imports might amount
to 4 million tons,

Internal production of other commodities, however, had
been encouraging in recent months, “‘although it has not
been possible in many cases to reach the peak production
of the war years or the target that has been set’. Lasf
year, the production of coal at 29:73 million tons and of
ateel at 854.000 tons just fell short of the previous year's
figures, while the produection of salt rose from 49-6 million
maunds to 598 million maunds, eotbon wyarn from 1,815
million Tbs. to 1,442 million Ibs., cloth from 8,816 million
yards to 4,888 million yards and art sille fabrics from 25
million yards to 114 million yards, plywood from 286



million sq. feet to 38:63 million sq. feet and soap from
ﬂjtﬂm ‘tcm tﬂ l:mhm m-

With improvement in the transport position, the flow of
materials to industry had improved, the Minister conhnpe.:l.
whils the relaxation of import controls had resulted in a
larger flow of imported goods. Production had also been
assisted by the cceurrence of fewer strikes and labour dis-
putes. ‘‘'If the present favournble trends in production
continue™, he added, 1 have no doubt that it will be
posgible not merely to arress the rise in prices but to bring
them down gradually'’. The state of the capital market,
which in the year under review had been stagnant, was
‘4 matter of concern to Government’’. This was due to
the prevailing uncertainty in regard to industrial develop-
ment and prospects. ‘‘My own view'', Dr, Matthai gaid,
“is that with the huge potential demand in this country
for both consumer and capital goods there is bound to te
for many years a wide field for private en terprise nngd that
in this matter no one who invests money is taking a greater
vigk than in any other country in the world™.

Turning to the eampaign against inflation, the Finanee
Minister listex] certain immedinte measures taken by the
Government—additional duties had been levied on luxury
articles such as liquor, tobaceo, motor cars, gilk and art
gillc fabrics and an excise duty on superfine cloth, Tower
had also been taken to make provisional assessments of
income-tax o the basis of returns submitted by assesses.
The system of interest bearing deposits for income-lax,
introduced in 1943, was revived and the refund of EP.T.
deposits, except for approved purposes, had been pgst.—lpnneri
for a further period of three years. A temporary lim't had
also been placed on the amount that might be distributed
as dividend by public companies. Measures taken to
etimulate industrial production included reduetion of import
duty on machinery and certain industrial raw materials ant
abolition of the import duty on cotton yarn. New industrial
undertakings commencing production in the next three
years would be granted exemption from income-tax for the
first five years up to a limit of 6 per cent. per annum on
their capital, Rules regulating depreciation ullowances
were also liberalised. In the matter of Governmental
expenditure, the provision for capital and development
schemes and loans had been substantially reduced and the
Provinees informed that in the existing financial situation
they should not count on Central assistance for imp]erﬁent-
ing their schemes of social or agrarian reform. “"But
the need for economy was imperative’’, Dr. Matthai
commented, “and we had to postpone all avoidable
expenditure. But this has not led to the slowing down of
any productive scheme or ony scheme essential for the
national interest'’.

Balance of Payments

Commenting on India's external financial position, the
Finanee Minister said there had been a shurp decling m
the sterling balances held by the Reserve Bank of India.
From the peak figure of Rs. 1,733 crores at the end of
1045-46, the balances had declined to Hs. 1,612 crores in
1046-47 and Bs. 1,545 crores in 194748, while in the first
10 months of the eurrent year there had been a further
drop of Rs. 556 crores. Factors contributing to this fall
were the payment to the United Kingdom, in sceordance
with the ngreement reached with them in last July, of
Rs. 284 prores for the purchase of annuities for finaneing
the payment of sterling pensions and the acquisition of
Deafence installations and stores left behind in India by
the Tmited Kingdom at the end of the war; payment to
the State Bank of Pakistan of Pakistan's share of sterling
balanees following the separation of its currency from that
of India and India’s adverse balance of payments on
eurrent and eapital sceount, Pointing out that Govern-
ment's import policy was largely determined by the trend
of the balance of payments, the Minister said that the
object was go to regulate trade that while it was kept at
the highest possible level ponsistent  with the ecountry's
needs and requirements, India should not have an everall

deficit in her balance of payments on current accounts |
during any particular period of time by more than the
amount by which it had been agreed with the United
Kingdom Government that Tmddia’s sterling balanees should
ba drawn upon. He recalled that India's No. 1 Account
had a balanee of £ 80 million at the end of June,
1948 and will be credited with another £ 80 million for the
period July, 949—June, 1951. *‘In pursuance of this
policy and alse with the immediate object of reducing the
mflationary pressure in the eountry' he added, “‘import .
controls were relaxed during the course of the year,

I am glnd to say that they have resulted in substantin.g
ineressing the availabls supply of goods into the country™,

The balance of payments position was, on the whole,
satisfactory, but the position with regard to dollar and hard
eurreney countries gave cause for great coneern. India in
pommon with the rest of the world had been running, si
the war, substantial deficits on dollar and hard currenuy
aceount.  This was beesuse India had to turn inereasingly
to hard currency countries, since those countries whose
seonomles had been disrupted by the war could no longer
meet India’s requirements. This was particularly so in
the matter of food imports. In the past, India's dollar
deficit had been finaneed by the Central Reserves of the
sterling area but from January, 1948, the United King-
idom had refused to carry this responsibility any longer and
nsisted on limiting, very rigidly, the convertibility of
India’s sterling. These limits (£ 10 million or
# 40 million for Junuary to June, 1948, and £ 15 million or
$ 60 million for July, 1948 to June, 1949) bore no rela-
tion whatever to the country's needs. Another handi-
cap was the separation of the exchange resources of
Pakistun from India's in January, 148. Many commo-
dities which beforé partition had earned hard ~currency,
such as raw jute, raw cotton and hides and skins, were
largely exported from territories now in Pakistan, Dr.
Matthai sa'd that in spite of the utmost possible limitation
of imports from hard currency areas and the maximum
possible encouragement of exports to those countries, India
had a deficit in her balance of payments with hard
currengy countries in April-Beptember, 1948, of $45
fntfémn, und preliminary figures for the next 3 months
indicated o deficit of $ 48 million, purchases of food-grains
being responsible for 8 85 million and $ 40 million respec-
fively. These figures were far in exeess of the con-
vertibility that had been allowed to India by the United
Kingdom and would have to be met by loans from the
International Monetary Pund, from which since Mar-*
1948, India had borrowed $ 92 million. “We do
favour the ides of borrowing on the present scalp from
the International Monetary Find®', he declared, “‘bug if
the Gent-_ml reserves of the sterling area, to which we were
at one time a source of strength, insist on continuing to
limit our claims on them in the smme way as at present
we shall have no alternative to sontinuing to horrov
He added, however, fhat ‘n  fubure years it might ..
possible to import less food and to divert food purchases
to soft currency areas. Also, international prices of food-
graing may not remain at their present high lavels.

Regarding Pakistan, the Finance Minister explained that
there was no exchange control between the twoe Dominions
but an agreement regarding the settlement of balances had
been reached. This had heen working satisfactorily and
aurrencgw egonsiderstions had not stood in the wav of Inter-
Dominion trade. :

Financial Year 1948-49

Reviewing the financial pesition in the ourrent year,
Dy, Matthei diselosed that Revenue receipts. were now
estimated at Hs. 888-39 crores sgainst the budget estimate
of Bs. 255:24 crores, Expendifure woe estimated as
s, 839-87 crores—an inerease of R, 82-49 crores over the
puaget fgure, “which nearly wipes out the increase in
revenue'".

On the Revenue side, rustoms duties were expected fo
vield Rs. B6-49 crores more than the budget estimate;
Central execises Rs. 423 crores more; income-tax an inerease



of Re. 2062 crores (Rs. 5°88 crores of which will acerue to
the Provinces as their share); the contribution {rom Posts
and Telegraphs and TRailways an inerease of Rs. 285
crores, and Rs. 284 crores respectively; profits  fror
currency, an incresse of Re. 365 crores, There were also
certain prepartition receipts amounting to Rs. 13-4 crorves
and a carry-over of Rs. 1-33 crores on aeeount of Govern-
ment's share of the profits on sugar stocks frozen in
December 1947,

eferring to the increase in Faxpenditure, the Minister
gatq that Defence Services aceowunted for Hs. B4'B5 crores
of this inerease and eivil estimates for the balanee of
Re, 4814 crores.

on Defence Services had been affected by
the operations in Kashmir and the police action in
! erabad. The armed forces had to be maintained st a
higher strength than was pontemplated in the hudget, new
units had te be raised and, in addition to India’s own
forces, units from Indisn States were taken o serviee,
while the Government of Nepal loaned troops for internal
defence. All these measures entailed additional expendi-
ture for which there was no provision in the budget. In
regard to Civil expenditure, the increase of Rs. 48°14 crorves
wns mainly due to three causes: First, 1 new provi-
gion of Rs. 20775 erores for meeting pre-partition labilities.
(the Government of India have agreed to meet these linbili-
ties in the first instance in order o avoid hardship to those
who had made supplies or rendered services to the undivid-
ed Government); secondly, Rs. 19-45 crores against a budget
provision of Rs. 1004 crores for the relief and rehabilita-
tion of refugees; thirdly, expenditure on subsidising of
imported food-grains and payment of bonuses to Provineial
Governments on internal procurement now expected to
exceed the original budget estimate by Rs. 12:08 crores.

Fxpenditure

Economy Commitiee

The Finanee Minister recalled that his predecessor had
made a lump eut of Rs. 25 crores for economies likely to
result from implementation of the Economy Comnittes’s
recommendations. The work had taken longer than arigi-
nally expected, and reports concerning a number of Minist-
rieg were still under exgmination. No savings werg, there-
fore, likely to be realised this year, nor was he making any
provision at this stage for next vear beforg firm decisions
ha" been taken on the Committee’s recommendations,
“« T moy assure the House"', the Minister added, ''that
this does not mean that I do not expect any econommies to
result from the Committee’s recommendations. On the
contrary, it is my intention to secure the ntmost economy
possible in public expenditure, and the House may rest
assured that the recommendations of the Committee will
b t carefully and earnestly considered by Government
afhe resulting economies enforced during the gourse oi
the year''.

Income-tax Investigation Commission

The Finanee Minister then referved to the work of the
income-tax Investigation Commission. The Comumission
had recently issued a reperd pontaining recommendations
on many points of income-tax low and  sdministration.
These were being examined, and in this eonnection a hill
might be placed before the House af its next session. As
regards ity other important function—in vestigation of speei-
fie onses referred to it by the Government—the Commissinn
had eompleted a few cases. Administrative ditficulties—
now overcome to some extent—the need for colleetion of
facts and figures and the eollation of material ohtained as
a result of a general inquiry had caused a certain amount
of delay in the Commission’s work, Onee these hod been
completed, however, it was hoped that the disposal of
specific cases would be expedited. The possibility of dispo-
sing of the referred cases by agreed seitlement was being
explored and a bill would shortly be placed before  the
House vesting the necessary powers for the making of such
settlements in the Commission's hands.
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New Financial Year
Turning to 1949-50, the Finance Minister said that at the
existing level of taxation hie estimated the total revenue
for the year at Hs. 807'74 crores and the expendituro

charged to revenue at Hs. 822053 crores, leaving a defieit
of Rs. 1478 crores.

He detailed the muin heads of revenue a&: Customs
(Rs. 10725 crores), Central Excises (Bs. 5775 croves,
ineluding Rs, 7 erores from the excise duty on cotton elothl;
Income-tax (Rs. 155 crores, ineluding Rs. 11°22 crores ou
aceount of B.PT., Bs, 1201 erores on aceount of Buginess
Profits Tax, and Bs. 125 crores advance payinents of
income-tax). He estimated the divisible pool of meome-
tax at Be. 90°7 croves, the Centre retaining 4685 croves

and leaving Rs, 4385 erores as the Provincial share.  Pro-
fits from Currency and Mint, after allowing for Pakistun's
shure  would mmount te Rs, &7  crores; Revenue

from Posts and Telegraphs to Rs. 50°26 crares and working
expenses and interest to Rs. 2863 crores. jeaving a surplus
of Rs. 1'63 crores. The Railways' contribution for next
veur would be Bs. 472 crores.

Of the total expenditure of Bs. 32253 crores, the Defence
Services would account for Rs., 15787 crores and Clivil Ex-
penditure for Rs. 165716 crores. The Finance Minisber
referred to the increase of Rs. 194 crores in the Defence
expenditure and said, ‘*The House may well ask why with
the cease-fire in Kashmir, there i no decrease in the
Defence Budget. The main reason for this is that the
reduetion in the strength of the Armed Forces cannot he
made over-night and the process of demobilisation has
negessarily to be spread over o period similar to the recruit-
ment and training of the forees. The current venr's revised
estimates reflect the expenditure on the gradual building
up of our strength, while the budget for next year will re-
flect the gradual reduction in that strength. Bince bath the
processes take time, the average gtrength of the troops.
during the budget year is unlikely to differ materially froms
that in the eurrent vear'. He added that in framing the
budget for next year he had taken into accomnt the improve-
ment in the Kashmir situation following the cease-fire:
and the hope that the cease-fire would eventually lead fo a
peaceful solution of the problem. ‘‘The House will natu-
rally not expect me fo go into greater details n thie
matter’’, he continued, *‘but T must utter a warning that
if for any unforeseen reason these hopes on which we have
based our estimates are mot realised, it may be necessary,
to exeeed the provision now proposed’. The recent grant
of ad hoo increase in dearness allowanee to employees of
the Central Government had added Rs. 4 crores to the
Defence Budget, Provision had also been ineluded for
expansion of the Navy and the Air-Force. “‘Our Navy',
he said, “‘till recently eonsisted of only a few sloops wirdl
frigates designed primarily for port defenice, but with the
achievement of independence the Navy has been called
upqn to shoulder greater responsibilities than before for
which it is necessary to haye a balanced force, complete
with aircraft earriers, cruisers, desfroyers and submarines.
With this end in view, Gavernment recenily approved the
first phase of a 10-year plan for the Navy, confined mainly
ta the recruitment and training of personnel i the various
hranches of the Navy”. A beginning had also been made
in the bunilding up of a Fleet Air *Arm, for which the
budget made provision. It was also hoped to train
sufficient technical man-power to make the Air Force u
more balanced and effective arm, and plems for its expan-
sion and development were going forward.

Turning to the civil estimates, Div. Matthai referred to
special items such as expenditure on refugees, food subsi-
dies and pre-partition payments. The expenditure on re-
lief and rehabilitation of refugees wns estimated to cosh
Rs. %85 crores.” In addition, a provizion of Rs, 21:34
erores had been made in the eapital budget for loans for

rehahilitation and Bs. 193 crores for buildings. The
expenditure on food subsidies, including bonus to pro-
vinees on  internal  procurement, was estimated ot

Rs, 8207 erores. A provigion of Bs. 10 crores had also
bieen included for the payment of pre-partition liabilities.
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Of the total expenditure of Rs. 165-16 crores, the expendi-
ture on refugees, the payment for food subsidies and pre-
partition payments would amountto Rs. 5282 crores and
e normal expenditure in the coming year to Rs, 11284
crores. Included in this was Rs. 242 crores for expendi-
ture in the nation building sphere. There was also a provi-
gion in the eapital budget for u grant of Rs. 26181 erores
to Provincial Governments for development and Rs. 49-23
eroreg for Joans to them, -

The Finance Minister also made s reference to Indian
States merged in the Provinces. He said that ultimately
the revenue and expenditure of these Btates would be
merged in those of the Provinces coneerned or the
Gentre, as the case may be, depending on the subjects to
which they relate. *'But the process of integration is still
incomplete and for the present the transactions of these
States have been kept separate in a deposit aceount and
not included in the revenue and expenditure of India. Tf,
a5 may be boped, the integration is completed in the course
of the coming year, these transactions will be included n
the revised estimates for the year™.

Pogt-War Planning and Development

Regarding  Post-War Planning and  Develpoment,
Dr. Matthai said that substantial amounts had been includ-
ed in the budget for grants to Provincial Governments and
Uentral schemes. It was not the Centre's intention thut
the scale of assistance promised to the Provinees for
development schemes and on which plans had been formu-
Iated should be reduced. *‘All that is happening is that the
pace of this assistance is being temporarily slowed down
in view of the urgent need for economy and in so doing
special care has been taken to see that the progress of pro-
ductive schemes and schemes of long range importance
essential lor national development is not held up.”  Alzo,
Jn the case of some of the smaller Provinces the eondition
that the yearly grant frean the Centre should be limited
to half the amount spent on approved schemes had been
waived for this year and the next. A provis'on of
Rs. 26:-81 crores for grants and Rs. 4925 croves for loans
had been included in the budget for next year.

* For Central schemes of development, including re-settle-
ment, provision of Bs. 1283 crores had been made in the
revenue budget and Rs. 24-97 crores in the cupital budgat.
The preliminary investigations into the various rver valley
schemes would go forward and a beginning would be made
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in the starting of basie industries such as the setting up
of a Shipping Corporation, new Steel Works and the
mannfacture of telephone und wireless equipment,
synthetio oil, machine tools, cables, Diesel engines and
heavy electrical equipment,

Special transactions in the eapital budget this year includ-
ed o payment to the U.K. Government for the purchase of
annuities for meeting sterling pensions, accounting for a
net debit of Rs. 21568 crores this year and g recover
Rs. 7-42 erores next year for which credit has been tal
payment, again to the U.K. Government, as part of the
Sterling Balances Agreement, of Rs. 13833 erores for
Defence stores and installations against which Bs. 51-57
crores would be recovered this year and Rs, 11°8 crores next
year from Pakistan and from the sale of surpluses and out-
lay of Rs, 593 crores on the acquisition of shares of
Reserve Bank of India this year, There was also provis..n
of Rs, 508 crores this year and Rs, 92 lukhs next vear for
payment to Pakistan for the setting up of Ordnance
factories and other unique insfitutions whiech were not
divided at the time of the parfition. Provision for normal
capital expenditure was of the order of Rs. 44-00 crores
this year aid Rs, 6242 croves next vear. Out of & budgeted
capital outlay on Defence of Rs. 14°99 crores this yeur,
the actual expenditure was now estimated at Rs. 991 crores,
the deeresse being mainly due to delay in the completion
of certain plans for major works’and the procurement of
aireraft., For next year, a provision of Rs. 15 crores had
been included—Rs. 724 ecrores for the Army, Rs. 279
erores for the Navy and Rs. 497 erores for the Air Force.

Ways and Means

Regarding the ways and means position, the Finance
Minister said that owing to the stagnation in the capital
market it had not been possible to borrow on  the scale
originally contemplated. For next year, he had made “a
modest provision™ of Rs. 85 crores for market loans, hut
if comditiong improved the seale of borrowing would be
raised. ““In the present inflationary conditions’, he
added, ‘it is of the utmost importance for the econom v of
the country that the community should save as mueh as
possible and lond its savings to the State'. Thers had
been in recent months some improvement in net receipts
from Savings Banks and the sale of National Bavings Certi-
ficates. For next year, he had allowed for some further
mprovement and taken credit for a net receipt of Rs. = 6
Crores.
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' BUDGET SPEECH

SUMMARY OF PART®“B"
NEW TAXTATION PROPOSALS.

SURPLUS BUDGET FOR COMING YEAR
CAPITAL GAINS TAX ABOLISHED
RELLEF IN INCOME-TAX FOR LOWEST AND MEDIUM INCOME GROUPS
REDUCTION IN S8UPER-TAX
EXPORT DUTY ON OIL SEEDS AND VEGETABLE OILS REM:{WED
RELIEF IN CUSTOMS DUTY ON RAW MATERIALS FOR INDUSTRY
SURCHARGE ON ATR MAILS ABOLISHED
ALL FIRST CLASS MAILS TO BE CARRIED BY AIR |
POSTAL RATES REVISED
ADDITIONAL CUSTOMS DUTIES ON LUXURY ITEMS
NEW EXPORT DUTY ON CIGARS AND CIGARETTES
DUTY ON MOTOR SPIRIT RAISED
INCREASE IN EXCISE DUTY ON SUGAR AND MOTOR TYRES
EXCISE DUTY ON COTTON CLOTH EXTENDED

MATCH DUTY RATIONALISED

DEFICIT OF Es- 1470 CRORES CONVERTED TO SURPLUS OF Rs. 45 LAKHS.
- Fixat Posirion,

Revenue
Expenditure
Dreficit (s
Surplus “u

The Finance Minister began by saying that in the pre-
¢ inflationary conditions the substantial defieit for next
should not be left uncovered. The problem before him
not merely that of raising the additional revenue to
r the deficit. He had also to eonsider the _nd}ustmants
$axation necessary in the light of the experience of the
nt year. ‘‘Fiseal policy’”, he said, "‘is not an end in
but has to subserve the ends of national policy and in

itional period like this it is essential to keep the
king of the taxation system under constant review and
‘ust it in the light of changing circumstances .

Dr. Matthai referred to *‘a deep underlying fear of the
re' as '‘the most disconcerting element in the economic
of the country today' and said that one of the most
t tasks before a Finance Minister tonday was to con-
ansiures to remove this fear and revive confiderice.
oss this fear was removed and conditions ereated in
ich the incentive to save and to invest was revived the
ustrial expansion of the country and the execution of the
ns for raising the living gtandards of the people were

d to be delayed. He had kept this requirement in mind
formulating his proposals.

i
Renmrs 1§ Taxariox,

In the field of direct taxation the Finance Minister's
t proposal was to abolish the Capital Gains Tax. This
x wae expected to produce a large revenue but it had
chronised with a period of falling values and the yield
m it had been small. Its effect on investment had been
narkedly adverse and it had hampered the free movement
¢ stocks and shares *'without which it was hardly possible
o maintain a high level of industrial development’’. The
fnarice Minister considered the retention of this tax in
wesent circumstances ill-advised. The loss of revenus was
stimated at Rs. 1 crore.

Repuorion oF Ixcome-Tax.

His second proposal was. to give some relief to income-
ax payers in the lowest and medium income groups, &

(In crores of Rs.)’
Revised. Budget.

338-32 322-08
539-87 322-58

1-55
— 0-45

clags which had been severely hit by the rise in prices and
to whom a certain degree of relief was amply justified. He
proposed to reduce the tax on incomes upto Rs. 10,000 by
a quarter of an anna.

L}
CEanaEs 1IN SUPER-TAX.

His t-hird proposal wak to give a reduction in super-tax
on earned incomes in exeess of Rs. 1} lakhs and in the
maximum rate of super-tax on unearned incomes. This
was to meet the criticism that the existing level of taxation
left little incentive for saving anaﬂ investment and it was
illogical not to differentiate between earned and unearned
incomes beyond Rs, 1} lakhs. The rate of tax on earned
incomes abave Rs. 14 lakhs will be reduced by 1% annas in
each elab, leaving the maximum tax taking income and
super-tax together, at 14 annas, The maximum rate of tax
on unearned incomes will be reduced by half an anna to
10 annas.

The concessions in income-tax and super-tax were esti-
mated to cost Rs. 61 crores, of which Rs: 3 crores will
fall on the Provinces, by reducing the divisible pool of

income-tax,

The Finanee Minister then went on to refer to two
changes which he proposed to make in the field of income-
tax., He referred to the concession given in the current
vear's budget to small pompanies with an income of
Rs. 25,000 and below by reducing the income-tax to half the
usual rates. This had created administrative diffieulties and
he proposed that the rebate of hali the tax should be given in
Corporation Tax instead of in income-tax. The entire loss
will fall on the Centre and the Provinces will not have to
share it. The concession will be limited to public-controlled
small companies which are not branches or subsidiaries of
bigger companies. The second change related to the taxa-
tion of incomes of privately-controlled companies which do
not declare their dividends in India. These companies had
bea_n taxed as individuals, but the arrangement had not been
gnfisfactory. He had reviewed the position and had come
to the conclusion that the principle of applying an average
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rate should be adopted. He proposed to treat them as
companies for tax purposes, but charge them a further
super-tax of one anna, This change will be applied com-
mencing with the current year and will not involve any
change in the revenue estitnates,

Dr. Matthai then briefly digressed to review the
measures taken by Government to meet the cornplaint that
the existing method of caleulating depreciation for income-
tax purposes on the original value involved h‘urdsmp; when
replacements had to be made st inflated prices. Govern-
ment recognised that the difficulty complained of was renl
but the suggestion that companies should be allowed to
revalue their sssets at the present prices would not help
those who wished to replace the assets immediately. The
matter had been carefully reviewed last October and the
Minister recounted the measures taken for meeting this
complaint. For sll new plant and machinery installed in
the five years commencing from the lst April 1048 depre-
ciation silowance st double the ordinary rates would be
allowed; of by 1st April ]953 there was a drop in prices the
difference between the wyitten down value of the assets and
the corresponding value at reduced rates would be allowed
g additional depreciation; for existing plant amnid
machinery extra depreciation would be allowed if triple
ghifta were worked. “‘T trust’ said the Finance Minister
“‘that these concessions will go a long way in meefing the
complaints of industry in this matter’’. The econcession
allowed in income-tax on undistributed profite and the
temporary limitation of dividends would also enable indus-
trial congerns to accumulate reserves for meeting the
increased cogt of replacement.

RELIEFS 1N INDIRECT TAXATION,

The Finance Minister then turned to indirect taxation.
He proposed the abolition of the export duty on ocilseeds
and vegetable oils with a loss of revenue of Rs. 1-5 crores.
When the duty was levied it was hoped that it would not
affect the export market but experience had shown that the
existence of the duty hampered the maintenance of the
country’s export market, particularly in the dollar countries,
where India had to meet severe competition. As s measure
of assistance to civil aviation and to foster the development
of flying elubs and the training of Indian pilots he proposed
to give a rebate of half the duty on aviation spirit used by
air companies, flying clubs and others. This would cost
Re. 40 lakhs, He also mentioned that in pursuance of the
policy of giving relief in respect of customs duty on raw
materials imported for industry relief would be given next
year on & number of imported articles at a cost of Rs. 85
lalkchs.

The nst effect of all these reliefs was a reduction in
revenue of Re. 5:85 crores,“aising the deficit from Rs. 14-70
croves to Re. 20-14 erores.

NEW AND ADDITIONAL TAXES,

The Finance Minister first referred to certain changes
in the postal rates. With the rapid development of a net
waork of air services over the whole country 1 was proposed
to utilise this facility for earrying letters and post cards as
far as possible by awr. The existing surcharge on air mails
will be abalished and the rate for letters and post cards
revised. The rate for letters will be raised from 13 annas
to 2 annas for the first fola, the rate for each subsequent
tola or for fractions of o tola remaining unchanged at an
amma a tola. The rate for post cards will be raised to nine
pies, the rate in force befors the Ist July 1946. The net
additional revenue from these changes was estimated at
Bs. 2-84 crores,

He then turned to the problem of covering the remain-
ing deficit of Rs. 17-8 crores. He pointed out that at the
present level of taxation there was no scope for raising
ndditional revenue from direet taxes. Import duties were
already so high that np substantial inerease in revenue eould
be expected from enhancing them. FExport duties had to be
levied with care, with referance not so much to revenue
considerations ag to the need for maintaining and davelop-
ing the country's export trade. ‘*While some adjustments
may he found possible in respect of import duties, and ex-
port duties could be utilized to some extent’, Dr. Matthai
said, ""we can no Jonger rely on customs duties for raising

substantial additional revenue and we shall have to depend
largely on developing excise duties’.

INCREASE IN CUSTOMS DUTIES.

The Finance Minister said that the changes made in
the customs duties by ordinance last November, as part of
the campaign against inflation, will be retained for next year
and: the process of raising the duties on luxury items then
begun will be completed by a number of further wminor
changes in the tariff. The duty on liquor, fabrics contain-
ing silk, art silk, woollens and thelr mixtures, cotton I-J:ﬂ;“‘ﬂd
apparel, artificial silk yarn and thread, earthenware, ¢,
paper other than newsprint, stationery articles, glass and
glassware, photographic appliances, clocks and watches, ete.,
will be incressed to bring in Rs. 24 crores. The import
duty on motor spirit, and with it the excise duty, will be
raised from 12 annas a gallon to 15 annas a gallon, bringing
the duty to the level in 1945-46. ''I have carefully con-
sidered”, Dr. Matthai remarked, ““the implications of s
course on transport and am satisfied that it will not re d
the development of transport or add materially to the cost of
road transport’’. The import duty on betelnuts will be
ruised from 5 annas a lb. to 73 annas & lb., with the exist-
ing preference of half an anna on imports from British colo-
nies, to yield Rs. 1 crore. A new export duty of 15 per
cent. ad valorem on cigars, cigarettes and cheroots will also
be levied to yield Rs. 60 lakhs.

Iwcorease v Cenrear Excisg TMuTigs,

Turning to Central excises, the Finance Minister referred
to the increase in the duty on motor spirit as complementary
to the increase in the import duty. He proposed further
changes in respect of sugar, tyres for motor vehicles and
cotton eloth. The duty on sugar will be raised from Es. 3
per ewt. to Rs. 8-12-0 per cwt. to yield Rs. 15 erores. The
duty on tyres for motor vehicles will be raised from 15 per
cent. ad valorem to 80 per cent. ad valorem to yield Ra. 70
lakhs, In regard to eotton cloth, the duty of 25 per cent.
on superfine eloth levied this year will be continued and in
addition a duty of 61 per cent. on fine cloth and 3 pies a yard
on poarse and medium cloth will be imposed. The yield
from this was estimated at Rs. 9 crores. Dr, Matthai
referred to the '‘long and bitter history'' behind the cotton
axgise duty and explained his reasons for infroducing it. The
duty was being levied in circumstances different from thosa
in which a foreign Government had levied it in the interests
of a foreign industry. It was also necessary to replace the
loss eaused by the abolition of the salt duty by developi
some other equally stable source of revenus and cloth, wi
the large internal production and as an article of univ
consumption, was an obvious choice. The duty was no
lilkely to affect the indigenous industry bub would assist th
handloom industry to maintain its market by slightl
inereasing the cost of the mill-made product.

The Finance Minister then went on to refer to t
rationalisation he proposed to effect in the duty on mate
He gaid that the ideal arrangement will be to have one s
ard size of matches but owing to practical diffieulties in pr
dugtion it was nob possible to achieve this. He had th
fore decided to have two sizes, namely, 40s and 60z for th
home market. Bome slight readjustments in the rate o
the duty had been made and facfories with an annnal ou
put of less than & lakhs gross boxes would benefit by th
levy of a somewhat lower duty, These changes will no
however involve any ehange in the revenue estimates. Wit
the provision of the two sizes it was hoped that tha retai
prices will not exceed 6 pies and 9 pies per box and that the
consumer will get the benefit of the partial standardisation
without any loss of revenue to the exchequer.

The Finance Minister then summarised the net effect
of all the proposals, The various measures for relief in direct
taxation would cost the Centre Rs. 5¢1 crores. The abelition
of the export duty on vegetable seeds and oils would eost
Rs. 1-5 erores and the rebate of duty on aviation spirit and
mc.}t_mtriu! raw materials would cost another Rs. 75 lakhs,
raising the prospective deficit from Rs. 1479 crores to
Rs. 20-14 croves. The ineresses in customs duties and tha
export duty on cigarattes and cigars would vield Rs. 6928
croves, the net increase in postal rates Rs. 984 erores and
the increases in Central excises Rs. 11:52 crores. The final

affect is to convert the deficit into 1.
Hs. 45 lakhs, sty



CoroLusion,

Dr. Matthai concluded his speech on a note of quiet
optimism. He pointed out that this country was not alone
in having to fight scarcitiés and inflation; these problems
faced most countries in the post-war world. The financial
position of the country was intrinsically sound. It had only
4 moderate public debt in relation to its national income:
it had extensive external assets and practically no external

ebt; it had weathered the storm and stress of the partition
nd its terrible aftermath; in spite of extraordinary demands
n its resources for the relief and rehabilitation of refugees,
sort of food from overseas on an unprecedented seale and

e defence of Kashmir, the budget had been balanced with-
ut sacrificing any essential schemes of development; it had
ade headway in the fight against inflation: the production
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curve was slowly rising and there were plans in hand for
increasing the food production of the country. Dr. Matthai
did not want to minimisa the difficulties or suggest that a
complacent view should be taken of the situation. *‘We
have still”’, he said, *‘a formidable task ahead of us, the
task of fighting want, sickness and poverty and raising the
living standards of the millions to whom the emancipation of
the country will be a mockery unless it is translated in
terms of opportunities for a fuller, freer and better life. This
task is not beyond our resources but it requires the eo-opera-
tion of all elasses and sections of the community in a spirit
of partnership in a high adventure. I have no douht that
this co-operation will be fortheoming and I pray that my
stewardship of the finances of the country may contribute
in some degree to the aceomplishment of this task’’.

I .






