
FOREWORD 

 

     The Reserve Bank of India regularly brings out the Report on Currency and 
Finance, which was traditionally considered as a comprehensive source and record 
of economic developments. The structure of this Report has been re-oriented since 
1998-99 from just documenting the economic developments to a 'theme-based 
report'.  The theme-based Report offers the professional economists working in the 
Bank, an opportunity to work on relevant topic every year and make incisive 
analysis of the theme both in the global and the Indian context and come out with 
an analytical Report offering possible policy solutions to the issues examined. The 
dissemination of these Reports to a wider section of the user-community is an 
important exercise.  The Report pertaining to the period between 1935-36 and 
1998-99 are available only in printed form.  The Reports from 1999-2000 have 
been placed on the Reserve Bank's website.  In these days of widespread use of 
information technology, it is felt useful to bring out the Reports in a single DVD.  I 
hope this will be an invaluable collector's item among the policy makers and 
academia. 

     The digitization process of the Reports was undertaken by Shri Ashok Kapoor, 
Chief Archivist, Reserve Bank of India Archives and supported by the services of 
Smt. Sandhya  Dhavale, Assistant Librarian, under the guidance of Shri K.U.B. 
Rao, Adviser, Department of Economic Analysis and Policy and Shri Sandip 
Ghose, Principal and Chief General Manager, College of Agricultural Banking, 
Pune.  I place on record my deep appreciation of their efforts. 
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INTRODUCTORY 

General FeaIu~es of the Year.-With thc announcement on the 8th May 1945 
of ~ncondit~ionsl surrender by Germany to  the Allied Expeditionary Forco and the' 
Sovict High Command, the Rumpean-and major-phase of the Second World War 
came to an end. The war with Jnpan in the Pacifio was by yrogesnive stages 
carried closer to the enemy's holno territory, while on the 13ur1na front, after thcir 
ejection from India'8 eastern frontier, the Japaneso wcro succcsljivcly forced out of 
Northern and Ccntml Durmn and with the entry 01 Ihe Allied forces into Rangoon 
early in May 1946, t.hcir expulsion from that country wnn nearing completion. 

The policy of pooling thc financial, material and sluppirlg rssomcea of thc 
Allies, through agencies like the Combined Raw Materials Board, tho Combined 
Food Board and the Com1)ined Production and Resources h a r d  initiated earlier 
during the rn r ,  was continued during the year. Ae indicated in the second ycnr'a 
Rcport of thc Production nncl Hcsourcca Board issued in 1944, the scrvices of thcse 
ngcncic~ were increaingly utilisecl for releasing supplics to afford rclicf to thc peoples 
of the liberated areas, for devieing measures for increases in their civilian producliou, 
and for working out eylctema of prioritia for them purposes. The task of allocating 
euppliea, pnrticularly of food and clothing, has been rendered peculinrly difficult 
by rrclite shortage of supplias, current world productionof cotton goods, for instauce, 
in all but the Japanese uontrolletl areas being eetirnated a t  24 billiorl y a r h  st, against 
35 billion yards bcforo thc war. Thc scrviccs of the UNRRA wcrc also utiliscd in 
supplying food, farm machinery, wearing apparel, coal, medical supplies, eto. The 
flow of lend-lease aid from the United State8 incireneed in volume, and the value of 
go& and eervicea supplied to thc Allic~ at $1 6.4 billion during 2944 touchcd a ncw 
record. According to tho 19th Hcport on Lcnd-Imso rclcaecd by tbc U.8. Adminis- 
tration in May 1945 thc total lend-leaso aid rJince March 1941 up t o  the end of JJamk 
194B nggrcgsted $39 billion. The total lend-lease exports from the United States 
t,o the various United Nations are ehown below : - 

TABLE 1. EXPORTS UNDER LEND-LEASE SINCE MARCH 1941. 

($ million) 

(1) 
I United Kingdom . . . . . . . .  
2 Soviet Raseia . . . . . . . .  
3 Africa, the Middlo Eant and the Meditar- 

-can arca . . . . . . . .  
4 C h i  and In& . . . . . . . .  
5 ~ustrolib ma N ~ W  zeeland . . . .  
6 Istin Amerioe . . . . . . . .  
7 Othm . . . . . . . . . .  

Percentage of 
cal. (3) to t.oto1 

During 1R44 Upio 31st lend-lease aid 11.t 

hlnrch lWS 30 billiou dollam 



On tha othar hand, the amountt of Reciprocal Aid furnished to  the 1J.S. forces 
altw ~howcd a progreasive increase. The total value of such reverse lend-lmf+e 
ilp to tho end of 1944 was $8 I~illion. A British Govcrnmcnt White Paper places 
the valuo of the TJnit,e~I Kingdom's aid to Allied Governments up to  June IN4 at 
£1,080 million of which the U.S. forces received E605 million. The value of supplies 
mndc by India under reciprocal aid rose from R ~ . 3 6  crorcs in 1943-44 to R9.76 crorcs 
in 1944-45. 

Conditions of id  employment, ~ovcmmcnt,nl cxpcndituro on an unproce- 
dented scale, divereiou of productive capacity too war purposes and reduced imports 
continued to  inipotle a eevero stmin on national cost and price levels, and everywhere 
called for cu~midemhle efforts to sustain economic and fiuancial stability. A large 
rnetlsure of stability had, however, already been achieved in most countries and the 
problem was how to safeguard it. To t h i ~  end, thc physical and financial controls 
already instituted were maint-aind nnd intensified. Some idea of the relative 
measure of cconomic and financial strain inlposed by the war on the econornietl 
of principal belligerent and Enipire countries cnn bc had hom the proportion of the 
national incomes or national hudgcta dcvoted t.0 dofence expencliture and the 
reduction in civilian standards of consumptiori and in private capilal investment 
during rcccnt ycnrs. 

2. Intemzation&l Conferences.-The war hae brought a wide reah t ion  of the 
clolre inter-depcndcncc of nations in the social, economic and political spherea and 
of thc nccd for tho setting up of functioning imtitut,ions to form the nuclei of intcr- 
n a t i o d  organisations in various phases of intcrnntional lifo. A ecries of intornational 
conferences have accordingly bccn called, mostly a t  the instance of the United 
Statetl Government or buaincw circles, beside8 group and regional conferencee, e.g., 
among mcrnbcra of t,hc Commonwealth or areas ~ u c h  ea the Amerioatz and the Uddle 
East, to deliberate upon m a t h  of common intorcst and formldnte concroto lines 
of international action or policy towards thoir treatment. India was represented 
at till the important world wnforonces. The International Labour Conference 
held at Philntlelphia in April 1944 unanimously adopted a social c;harLor of right8 
for the common man, embodying the right to freedom of m)c;iation and collective 
bargaining and minimum safeguards for employment. Prohlcms connect.cd with 
post-war trade a d  commerce, currency relations, trado barriom, otc., wcrc discusscd 
by representative b u s i n ~ m e n  at another non-official collference held nt Hye in 
the United States in November 1944. The Conference advocated Iree enlerprise 
aa a nczcssary condition of propas. The International Civil Aviation Conference 
held a t  Chicago wrly in t,he same month devotcd itsclf to quoptions such ~s t8hc sctting 
up of an Internstionsl Convention and an interim agreement for the regulation of 
world air trafic and establhhed an Intcrim Council on which India has a seat. A 
series of conferencee of the rcprcscntntives of the Governments of the members 
of the Commonwealth were, hcld during the year, at which questions connected 
with the prosecution of war, international ~ecurit~y, aviation and migration within 
thc Empire wore discusscd and decisions takcn to cnablo tho Carnmonwoalth to 
formulate it8 gcnornl views on international problems. Guarantee of peace and 
freedom from aggression being the ncccssary basis of all ordered human p r o v  
and international economic collaboration, the organisation of world aecurity in the 
post-war pcriod occupicd a prominent place in international disouesions. Tho 
spirit of the United Nations' resolve enlbodicd in Article 4 of the Moecom Agrecmcnt 
which recognised the necessity of establishing at the earliest pomible date a general 



lntcrnational organiaation based on tho sovereign equality of all peace loving St.at,e~ 
wrrs carried a step further by the t-entativo dcciniom on the quoation of world security 
taken at the Dumbarton Oaka Conference in October 1944. Theso decbione related 
to the institution of a Goncral h m b l y ,  a WorId Security Council and an Inter- 
nnt.iona1 Court of juetice. Tho World Security Council was t o  be primarily 
rc~ponsiblc for erleuring security, and an international military staff commit,tee 
was envisagad to  aasiat the Council in ite task. The decbions wcre r e a f f i e d  at 
the Yalta Conference in thc Crimea in February 1945, a t  which i t  wns dwided to 
call a representative internat,ional conference of the Unitod Nations at Ban Francisco 
on the 25th April to give shapo to the Dumbarton O a b  decisions. Tho San 
Francisco Conference, which concludcd its ses~ion on the 27th June 1945, adopted 
n Charter, propming the setting up of an international organisntion known as tho 
United Nntione primarily to safeguard peaco and aavure world security. 

The Ynlta Conference which mct on the eve of tho collapse of Germany, 
also doalt with problem arising out of tho implicntiom of Germany's unconditional 
surrender, occupation of the enemy territory, rcsettlernent of liberatad nrelrv and 
reparations by Germany. Gcrmany was to be obligcd to  make compensation in 
kind to  the greatest extent possiblo for the damage caused to the Allied Nations, 
ancl n Commi~qion for the compensation of damage was to be establihed. Mention 
may also bo madc of the Pacific Relations Conference in January 1 9 4  a t  wwhicll 
the economic and political future of territories in the Pacific was d i a c w d ,  and of the 
World Trade Union Conference held in London in February 1946 a t  which propo~als 
for setting up a new World Trade Union Orgallieation wcre debated. 

Of particular monetary Bignificanco among the international conferences 
held during tho ymr w a ~  the United Nations Monetary and Financial Conferonco 
held at Brettonwoocls (N.H.) in J l~ ly  1944 a t  which a wncrcte programme for 
int,emat,ional monetary and financial co-operation was worked out. T h i  included 
Articles of Agreement representing the consensus of conclusions of tho experts 
of the forty-four natiolur represented in the Conforcnce, relating to an International 
Monetary Fund and an International Bank for f i eona t~c t ion  and Development. 
A main object of the 1nt.cmat.ional Monetary Fund ia to  provide member countries 
with short-term resources (basod on the quotaa allotted to  oach country) to  enable 
them t o  tide over tempormy defioits in their balances of payments and thereby to 
promote stability of exchange, which is essential to the balanced growth of 
international trade. The aggregate of all member quota in the Fund will bo 
composed of gold, mombcr countrieay currencies and acauritien totalling $8.8 billion 
in all, of which India's quota is $0.4 billion ; the quota ia a measuro of a country's 
subscription, aR well as of its borrowing rights, voting rights and ehare in tho manage- 
ment. Tho purpose of the International Bank ia to  promote the flow of long-term 
international capital to a~eist in the reconstruction of economic life, the reconvertion 
of productive resources and thc cconomia development of mcmber countries ; the 
Bank may also thus contributo to long-term equilibrium in international bahcea 
of payments. The Indian delegation to  the Monetary Conference p r d  for some 
provision for a partial multilateral olearing of the wartime sterling balancos through 
the machinery of thc Rind in the intereata alike of the economic development of the 
backward countries nnd tho expansion of multilateral trade, thereby aeeiating the 
b r o d  objectives of theFund. The proposal, however, was rejected by the Conference 
on tho ground of the limited size of the Fund in relation to the magnitude of tho 
war balancos. The Conference also rejected tho Indian delegation's claim for tho 



allotment of a larger qu0t.a and for s prmancnt seat on the Executive Committee of 
the Fund and of the Bank, though hor quota ia large enough to  assure her oontinuous 
election to the Exccutivo Committee of the two htitutions. The Articles of 
Agrccmcnt awnit ratification by the Government8 of the participating countries 
and will come iuto force when the Agreement is signed on behalf of Governments 
having 66 per cent. of the total quotae. 

3. Wurlime Fknao1ccs.-Thc tab10 on pages 6 and 6 gives fignrca of rcvcnue, 
defence and total cxpcnciiture and public debt since 19'38-39 in rcspect of the principal 
bolligcrcnt countries excepting Gernlany (for which figures are not available). The 
table brings out a few 8trik.q sirnilsritics in trends in the general pattern of public 
finance operalions of the various coimntrics, though there are important differences 
in the individual charaderistjca of the series included. Column 7 showing tho 
percentage incrcnsc in total expenditure irom year to yesr indicatcs that the largest 
rclntivc increme in expenditure took place in thc Unitcd Kingdom and the Dominions 
in 1940-41 ; t h i ~  was the year of maxinlum tcmpo of financial war effort in all thcse 
countrien when the most considerable part of the shift of their economic8 from a 
pcacc to wartime basis occurred. The correnponding ycar or years in the case of the 
United States were 1941-42 and 1942-43 owing to itslater entry into the mar. In  India, 
the year of largeyt increase in budgctay expenditure was 1942-43, suggesting thnt 
the heivieat direct financinl hurdcn was related to the Japanese phaao of the war. 
Thc~c, it would appear, were also the respective years of maximum etrain on the 
cconomic nnd h n c h l  eq~dibrium of lhe different countries. One evidence of thie 
is afforded by the figures (in column 8) relating to tho ratio of total revenue to  total 
expenditure, which sho\ved the largc~t dip in those years in the rapective conntrics. 
This inclicrrted thc inability of rcvenue resourcoe to expand in proportion to the 
lnrgo incrmcrzs in cxpendit~ue, rendering necessary tho largcst rclative annual rise 
in public debt in the same year or yeam (as would appear from column 9). After 
the respective year or yearti of maximum percentage increase in expenditure in each 
country, thc curvc of rising oxpencliture in the wvernl countrics gradually tapers 
off nnd during tho last year or so there has been either n small rise or cleche in the 
level of expenditure in all counlries. Manwvhilc, tho revenue receipts, as well as 
their proportion to tol.al expenditure, hive continued t o  increase, the lag between 
expe~diture and revenue being corrwpondingly reduced ; the largest increase in 
revenue oocnrretf generally in thc year or two following the heaviest incrcm in 
cxpcnditurc. Thc proccss of expansion 01 tax remurcea was slowor as compared 
with the eudden and immediate increw in expenditure, and borrowing of varying 
degrees of dat ionary potential filled t,hc gap (na reflected in the indices of moncy 
circulntion in thc next paragraph). Attompts have, however, been m d c  to reduce 
recourse to idatiolmry form of borrowing by increasing as far as possible the flow 
of savings irom ildiviciual and institutional invcstonr. Broadly, horn 43 to  65 per 
cent. of the expenditure is met from revcnuo in tohe ssverd coulltrie~,* and the rest 
from borrowing. 

The national patterm of wartime borrowing disclaw interwting features as 
regarb the types 01 issues outstanding, wturitics, interest rates and g o u p  of holders. 
- - - -  

In tho cam of India, where t,hi percentage in 62, thu k g ~  oxpenditure on Allied rcooant 
vitiateo any clireot aompahon based on budgutmy 4igurca alono. and the real inbtionary impaot 01 
public hauce openrtio~l~ is far Irrgor h n  tku diruct gap botwenn expenditure and revenue; on the 
otllor h n d ,  thc eiqiGcancc of the pap which is relatively nbout the smallest in the UniW Kingdom 
(sxccpting 6outh Africa) is farther reduwd by the practical immobilieetion of lnrgo hlmcer owned 
abroad and compulsorily invested in Britiah t m u r y  bills. 



United B h t a  
(In millions of $) 

United Kingdom 
(In m i l l i o ~  of E) 

TABLE 2. ANNUAL REVENUE., EXPENDITURE AND DEBT OF THE EMPIRE COUNTIUES, THE UNITED 
STATES AND JAPAN DURMC TRE WAR 

Total Tax- on Perccntqe Defence Total Pemnbge Permatage Public Debt 
Yeam Revenue Income of 3 l o  2 Expenditure Expenditure Increase of 2 to 6 (yecusnd 

in 6 fig-) 
1 2 3 4 6 6 7 8 B 

July-June 
1038-39 
1940-4 I 
1941 4 2  
1842-43 
1943.44 
1 Pa46 
(Estimetes) 

April-MEmh 
1938-39 
1940.41 
1941-42 
1942-43 
1943-44 
1944-45 
1945-46 

(Estimates) 

Ket revenue. 

b. The figurea are approximate est,imntee. 1936-39-Navy, Army. Ordnance aud riir votes and Isaaes under the Dofence 
Loma Act. The Defence expenditure waa entirely met from voter, of credit from 1840-41 onwards. c. Exchequer Lsnea 

Cknrda* April-March 
(In millionr of CInndien $) 1938-39 499 142 28 34 673 - 81.1 3,638 

1940-41 B67 272 32 1,384 1,888 139 45- 4 4,737 
1941.42 1,469 645 44 2,3W 2,039 56 50.0 6.609 
1948-43 2,272 1.366$ 60 4,102 4,756 62 47.8 8,893 
1843.44 2,814 1,620: 58 6,029 6,826 22 48.3 - 
1944-45 2,702t 1.582: 59 4,GO '3,c@c' 3 45. 0 - 
(EEtiilrtes) 

Defence Expmditure includes War S d v a n m  and finsncing Allied War Expenditure in Canada including the Gift tn the Cnited Kingdom of 
1,000 million dollue in 1W2-43. t In addition to the 800 million dol lm appropriated for Mutual Bid in 1944-45 rn unexpeed  balance 
of 67.4 million dollars wau carried over from the 1043.44 appropriation of 1,000 million dollera +, Includen 70,000,000 dollam in 1942-13, 
and 1,&5,000.000 dollars in 16143-44 and 85,000,000 dollars in 1944-45 of Income Taxes and Excess Profit Taxw refundable after the war. 



India 
(In millions of Rs.) 

Japnnr 
( i n  million8 o! Fen) 

Total Taxe~  on Percentuge Defence Total Pcrccnfugc Perecnbge Public Debt ~~ Revenua Income of 3 to 2 Expendit- Expenditure Inarum of 2 to 6 (pear.end 
in 6 

Austmlin Jdy-June 
(La rn~lliona of Anstrolkn f) 1938-39 96 12 13 14 99 - 96.0 397 

1940-41 161 43 29 170 250 + 83 59.0 610 
1941.42 510 86 41 320 421 + 64 49-9 718 
1942-43 267. 151 67 Mi2 679 7' 59 39.9 1.167 
1943-44 309. 194 62 644 6 58 + 2 45.0 1.476 
1 9 4 4 4  325* 21 1 65 505 853 - 5 49.8 -- 

(E6tilnbtea) 
Excludes pants  to States for income-tar reimbursements and entertainment tax reimburmments. 

South Afrioet April-Xuch 
(In millione of South African f) 1939-40 45.6 18 40 3.8 71.3 - 63.8 291 

1940-41 62.9 33 52 60.0 128-2 + 80 49- 1 336 
1941 -42 79.5 43 54 72.0 131-5 + 3 60.5 381 
1942-43 94.6 6s 61 06.0 166.0 + 26 56.9 430 
194344 107.5 6 1 5 7 103.5 173.5 + 5 62.0 478 
194445 116.0 60 5 1 101.3 181.0 f 4  64-1 632 
1945-46 123.6 66 53 82.5 189.0 + 4 85.3 583 

(Estimntm) 
t Including expenditure on Loan Account. 

April-March 
lQ38-39 a.6 173 20 462 859 - 9 9 - 2  12,098 
1940-41 1,077 269 24 736 1,142 4- 21 91.3 12,457 
1941-42 1346 4 M  33 1,039 1,473 - 29 91.4 1 2.099 
1942-43 1,769 8% 49 2,671: 3,416 + 132 51-8 13,aoi 
1943 -44 "521 1,291 61 3,959: 4,793 + 40 53.6 15,653 
1944-43 
( R e v i d )  3,569 , 1 0 0  59 4.560% 5,721 4- 19 82- 1 19.4Sb 
1946-48 

(Budget) 3,623 1,905 53 4,1%$ 6,354 - 6 67.7 22,066 
The figures of public debt repmsent the total interest-bearing obligation& 3 Including expenditure on Capital Acconnt. 

1938-39 1,814 1.118 62 6.097 8.084 - - 9 0 .  - 4 17,837 
1940-41 3,168 2.545 80 6,764 10,034 + 12 31.6 30,SQA 
1941-42 3.66& 2,973 77 15,730 20,263 +1M 19.1 41.677 
1642-43 5,767 3,944 G 8  18.i)ii) 24,311 + 20 23.7 45,333 

(Juno) 
7 The figurea of t.otnl revenue rc~treeent tax rcacipta clnly, while those of expenditure include Capital account. 



The national dcbt of the United Staterc in 1944 ahowecl a rise of about three and a 
hnlf times over the 1939 level as against an increase of more than one arid a half 
tirnca in the Uuitd Kmgdom and Canada, though the debt-to-national inoome 
ratio in the United Statcs was about equal to that of Canada and far bolow that 
of the United Kingdom. Short-term borrowing has gonerally predominated during 
t.he mar period : about 54 per cent. of the United States public marketable debt 
is covered by loans maturing within five years against 44 per cent. in the United 
Kingdom and 45 per cont. in Canada ; in Indin, howcvcr, tho porcontage of total 
debt maturing within five years is 22 per ccnt., both institutional and other invegtors 
favouring a longer term investment. 

According to  an analpis of the tax revenue during thc pcriod 1938-39 t,o 
1944-45, t a x a  on jncomo have increased by more than sixtocn-fold in Australia, 
nearly fifteen-fold in the United States, elcvcn-fold in India, ten-fold in Canada 
and thrco and a half fold in the Unitd Kingdom ; on the other hand, receipt8 from 
customs and excise have riscn by about three-fold in Can&, two-fold in t8hc Unitcd 
Kingdom and India and by leas than one-half in Aust.ralia. Iu consequence the 
proportion of $axes on income (direct taxation) to total revenue has increaser1 
substantially in all countries, thus makiug ior hlt.er-balanced tax systems. 

4. Money Cir&im and Whohale P h .  -The tnblo on page 8 
gives comparativo indices of note circulation, Ght dcposits of conunercial banks 
and wholesale prices since the war for the United Statcs, cortain Empire countries 
and India. The graphs on pago 9-how tho relative trenda of the varioun wries 
in tho different countries. 

Following the adoption of stabilisation rncnsluea carIier, there waa only a 
moderntc expansion in currency in most of the countries during the year under 
review, while the rate of increase in deposits has ale0 somewhat slsckencd. Thus 
in the United Kingdom note circulatiou in 1944 ram only by 13 per cent. as 
againat 18 per ccnt. in the previous year and in tho United States the corresponding 
increases wcro 29 per cent. and 38 pr cont. Doposits in the Iwo couutries increased 
hy 12 7 and 13.9 per cent. in 1944 aa against increases of about 11 1 and 20 -9  pcr 
cont. respectively in 1943. Tho trends are eimilar in respect of Canada, Australia 
and Sout-h Africa. Pricca showed only minor variations in most of tho countries 
included in the statcment. In India, the rate of note expansion in 1944-46 showed a 
considerable dccline, being 23 per cent. as against 37 per cent. in 1943-44 ; general 
prices rcmained comparatively Rtablc at the levela attained during the last quarter 
of 1943-44 after their declino from the peak level of the second quarter of that year. 
An analyeia, denomination-wise, of note circullrtion in most countries appears to 
show a relatively larger increase in issues of notce of larger denominations, euch 
denorninetione being mainly uacd for making payments in black markets and for 
hoarding purposes. 

It is intereating to note that since the withdrawn1 of notcs of larger denomi- 
nations in tho United Kingdom, black markctears are reported to have iucreasingly 
resorted to diamonds aa a mcans of payments ; 111 less advanced wuntr ie~ such 
payments are often mndo through the medium of gold. 

6. United Sh.k~.-The tablo on page 10 shows certain essential moncta ry, 
production and price indicea bearing on the trenda in the United Statcs' economy. 
The second year after the entry of the United States into war, uiz., 1943, marked 



TABLE 3. QUARTERLY INDICES OF AVERAGE MON'IHLY NOTE CIRCULATION, DEMAND DEPOSITS AND WHOLESALE 
PRICES IN THE EMPIRE COUNTRIES AND THE UNlTED STATES. 

(July 1039 = 100) 

I11 Annual Average I I1 111 1'7 I I1 111 IV I 

N-Note Circulation. D-Demand Deposits. - P-Wholeerla Rim. 

(Pmvieiond) for two month only. For one month only. t January to June 1939 = 100. 

Figures within breckeb indicsto the percentrrgc change in the qusrtsr over the correeponding qurrtor of the previom year. 





the approximate completion of industrial rnobiliclation and the attainment of 
lr~axirnu~u wartime output, the Federal Reserve Board index number of industrial 
production (193539=100) touching i1.s peak of 249 in Octobcr 1943 as against 
218 a year bcforc. Productive capacity is estimated to have increased by about 50 
per cent. during the war. The over-all pictwo of the third year, udz., 1944 hae bccn 
one of gradual curtailment of war economic activity, planned initiation of recon- 
version programmw and the achievement of a fuller measure of economic and financial 
equilibrium. n o  index of total industrid prodllction declined slightly from 239 
at the end of 1943 to 229 a year later. The variou~ price control meaauree, originally 
embodid in the Stabdimtion Act of October 1942, wcrc extended for a further 
period of one year to  the 30th June 1945, subject to certain i n c r e w  in ceiling 
prices of farm products, with corrapondhg increaaa in a few eases in the ceiling 
pricca of finishod products. Thcec changes in the etabilisation policy did not, 
however, have m y  materid effect on the gcnoral price level, the indices of coat of 
living and wholeeale p r i m  rising only by 1 -5 per cent. and 1 per cent. respectively 
during the whole of 1944. The IJnited States has been comparatively auccasful in 
countering thc powerful inflationary flood of purchasing power mainly by a plentiful 
flow of goods for civilian consumption : the country's standard of living during 
wartime has risen markedly above t.he pre-war level. !lie enforced reductions iu 
the supplies of certnin durable conRumer goodssuch as motor cars, t p s ,  refrigerators, 
ctc., have hccn more than compcnsatccl by a great expansion in other civilian 
industries covering durable as well as non-dnrable goods. The index number of 
Department Store Sales which hae been on an upward trend i l c e  1942 incronsed 
further by 11 per cent. during 1944 and averaged 186 in 1944 as against 133 in 1941. 

Money in citculatio~r (million 
doh1rs) (End of ywr) 

&Id SLock (urillion dolls;) 
( E d  of y w )  . . . . 

Demand 1)ellosits million 
dollam) (End of year) . . 

Timu Dcposits (million dollars) 
(End of ycar) . . . . 

Stock Prices (1'3.76-39=1(!4)) . . 
Incomo paymcnte (1036-39 = 

100) .. 
Industrial ~roductioi T O ~ I  

( 1  835-39 = 100) 
Department Store hie; (193'6- 

39=  100) .. .. .. 
Factory Pay Rolls (1039=100) 
Fnctory Employment (1939 = 

100) . . . . . . . . 
C o d  of Living (1 936-39 = 100) 
Wholcsalc prices All commodi- 

tics (IDQ~=IM)) . . . . 
Wholuaslu Prior?e of farm pro- 

ducts (1926 = 100) . . 
Preliminary 

Among the meaeures instituted to facilitate the transition to peace may be 
ment.ioncc1 tho announccmcnt by the War Production Board early in July 1944 of a 
full propamme to prepare industry for civilian production. Four specific orders 
were h u e d  in execution of the programme, the most important relating to  the 
" Spot Aut,horisat.ion Plan " initiated during the middle of August 1944, under 



which controls over mnt,erials such ae carbon steel, alloy stccl nnd other metala 
including copper and aluminium were relaxed, and mmufactnrom were to be asaiated 
in reeuming production of articlea of civilinn consumption ; the eslc of eurplus 
aircraft wns started in July with the initial dispoml of over 2,000 planes by the 
Defence Plant Corporation ; by the 15th November 1944, the total dollar value 
of authorisations for rcconvctsion under the Plan had rcachcd $422 million, and 
tho number of approved applicat.ions WM 3,240. Legislat.ive action wm takcn to 
give effcct t o  Government's plans about other phnees of reconversion. A set of 
four laws was passed in October 1944 viz., the Contract Termination Act, the Veterans' 
Benefit Act, the Surplus Dinpoaal Act and the General Lteconvoreion Act. These 
plans, however, received a tompornry aetback in December 1944, while the Spot 
Authorisation Scheme bad to bo suspended for the time being, owing to  military 
exigencica resnlting from a protraction of war in Europe and its intensification 
in the East. Meanwhile, manpower shortages and shortfah in essential supplies 
continued to claim attention and the Administration adoptcd the new Manpower 
Referral Syetem under which assignment and distribution of indwtrinl workers in 
the Unitcd Staters were brought under contralised control. 

Long-term programmes of post-war reconstruction engaged the attention of 
official, mmi-official and non-ofbcial bodim in the country. The major problem 
of post-war reconstruction in the United Btattcs is the provision of full employment 
and formulation of a poet-war prograrmne to avoid unemployment. It is eslimated 
that there would be 00 million people available for work in the firat year after the 
pat-war transition ; to maintain full employment will requirc a volume of prodnc- 
tion, taking account of normal popl~lation increase and expected incrcnsa in output 
per worker, equivnlcnt to  a groas national income at  1943 prices of $170 billion as 
compared with the wartime penk income of $200 billion and with $108 billion i~ 1939. 
As such an unprecedented production effort w i l l  be requircd nnd a l ~ o  the fullest 
develo~mcnt of cxmrt nlarkets. A United states &rnmerce De~artmcnt forecr~qt 
$cesihe expect& output in the first full peacetime ywr at 46 per cent. ahove 
the previous peace-time record of 1940 : if thh mntcrinlizes the problem of oversupply 
in the U.S.A. will constitute an important post-war economic prohlem for the world. 
A special Senate Committee Roport on post-war probleme, pnrticularly employment, 
outlinca a ~ixtsen point programme which has been ofIichlly approvd. Thc. principal 
features of the programme relate to  dcmobiliaation ; termination of war contrncta 
and disposal of surplusca ; conntruction projccta on the termination of war; relaxa- 
tion of price controls and rationing ; post-war bndgot.ary policy ; refinancing of 
trcrrsury obligations, revision of the tax structure to promotc produc;tion axld 
conamption ; expansion of foreign drade and prevention of monopolies and tradc 
barriers. Action has alrcndy been talcen on somc of the recommendations of t.hc 
Committ,m wnnected with- contract termination, procurcmcnt by Gover~lment 
agcncica, available plant capacity for civilian goods production and, lastly, 
preparation of a revenue bill deaigncd to  encourage private ontcrprisc in the 
transition period. 

6. United Kingdon.-Thc mngnitude of Britain's war effort or war damage 
during t,he five ycnm of war is indicated in a White Paper h u e d  in Novcrnber 1944. 
During t b  period tho available manpower rose from 18k million to 22 million ; 
over 4.5 million houses wcrc dcatroyed or damaged out of a total of 13 nlillion in 
the country, nnd 12.5 million tons of shipping were lost ; Britnin's food production 
was raised with a vicw to ewnomising shipping by increasing the total land untier 



plough from 12.9 million screa in 1939 to 19.4 million acrea in 1944 ; oversaaa asset8 
valued at X1,065 million were sold, and new ovemm liabilities t o t a b g  $2,300 
n a o n  wcre incurrod. The valne of British cxpr t s  ehrank from M71 million 
during 1938 to  £232 million in 1943 and the volnme in the latter year was only 
29 pcr cent. of prc-war. It is cstimted that 80 per cent. of the nation's wnr potontial 
mill have to bo directed to  the task of fighting against Japan. 

The year under review has been one of continued stabilisation of financial 
and cconoinic indices such tm currency circulation, cost of living, savings, wag- 
nnd indwtrial rehtionn. The following table givcs various indices rolrting to the 
main featurns 01 Britain's wartime economy : 

Wholesale prices (1030 = 100) 
(nvom~o of months) 

Cost of living (July 19l4=ld6) 
(average of monthr) . . 

Bvto ~irculution (E million) 
(avmge of Wcdneadnys) . . 

Bank depoeits ( E  million) 
( rmrn~m uf montha) . . 

Clearings (avcqn of working 
dnye) ( E  million) . . . . 

Hotnil rralcs (avemge daily 
nalos) (lI142=100) . . 

~ a g c u ,  rstc (prof. 1 3 o a l c ~  
index) (Dccsmber 1024= 
100)  (avemge of months) . . 

Unemployment (succcaiing 
Jmn~~u figures) (thousanrh). 

Cqitcrl Totations (thonaiinh 
o f f )  .. .. .. .. 

Probletm of reconvemion and rehbilitnt.ion such us those conncctcd with dernobili- 
sation, housing, fill1 employment, land improvement, civil aviation, control of 
industry and devcloprnent of cxports rwivod the attention of the authoritiee during 
the yoar and ucveral important pronounccmenta of policy were xnade. A British 
Government White Paper issued at thc cnd of September 1944, following the main 
oiitlilles of thc Beveridgo plan, embdics ' a victory charter ' of security. It propose8 
to replace t.hc se\leriil schcmes of inwrnnce for ~pccific purpom.9 likc health, sickness 
ctc., by a gcneral whcme of swiul security for all purposes and to provide for cvcry 
person in cousidorntion of a singlo weekly payment varying from lsh. 10d. to  4th. W. 
a widc range of benefits such ns family allowances, free hoalth services, uncmplopent 
and sick~lesa benefits, retirement pensions, widom' pensions, and maternity nnd 
dmth b~nnts as well ns orphans' and guardians' allowances ; besiden the scheme 
proposes to add 27+ million to the 20 million already insured under tho various 
existing insurance schemes, It ie estimated that tbcso proposals which will be 
operntccl by a now Ministry of Social Insurance will cost a minimum of $660 million 
a year rising to  f831 million by 1975. Government's policy on thc control of hnd- 
me was announced in n White Paper rclcased in June 1944 ; the White Paper examincs 
thc findings of the BIU~OW, the Uthwatt and the Scott Committees, and proposes 
the levy of a Government bettorment chnrgo, h e d  at 80 per cent., on tho develop- 
ment value of land. A fonr-year plan for British farming announced oarly in the 
year proposea the continulance of the wartime policy of production of the maximum 
qunntity of foo&, l a p  special strcua on ensuring the quality, economy and efficiency 
of British agriculture in thc post-war period and gnanrnteee to certain sections 



of producers prices not bclow thc pmscnt level. Anothor White Paper isnucd m 
September 1944 on partial dcmobilisation after the defeat of Germany, details tha 
echenle of re-allocation of manpower between t,hc armed forccs and industry ant1 
the financial and teuhnical facilities to be'providcd for reconversion of intiustry to a 
peacotirno bnais. As anno~inced in January 1945, financial assistance to intlwtry, 
including small and medium-aizcd induatrim, is to be providcd through two ~pccial 
institutions uiz., the Finance Corporation for Industry Ltd., and the Industrial and 
Commercial Finance Corporation Ltd., with a capital of PL5 1niIlion and £15 million, 
and with powera to  borrow upto El00 million and $30 million respectively ; the 
institutions will supplement and not dbplace private invwtment. The Wages 
Council Bill of January 1045 proposca orderly wage regulation throughout ind~tstry 
and the establishment of a system of standard wage rates through either a voluntary 
or statutory machinery, thue assuring to idustry the continunncc of the benefit,s 
of wartime controls, unlike after the lmt war. Industrip8 to receive epccinl rehabili- 
tation facilities are primarily those connected with tho country's export trnde c.g., 
the cotton textile industry. Prc-war facilities for export cmdits as providcd 
through the Export Credit Guarantee Fund are also proposed to be expanded by 
raising the limit of credits from f76 million to E 2 0  million. I t  is cntimatud 
that an expansion of 60 pcr ccnt. over the pre-war love1 in the country's cxport 
trade will be required to make up for the chauge in tho balance 01 paymcnts 
position ae a result of the loss of British ovcmatl investment6 and of the income from 
invisible mrvices on thi and other accounts, over and above tho liquidation and 
acrvicing of the mcumulating overseas balancm in Ifindon. According to an estimate 
private consumpt-ion relatively to national incomo in Britain in the immediate post- 
war period a t  03 per cent. though it, may be higher as compnred with the 60 pcr cent. in 
1943, will have to  be below the prc-war lcvel of nearly 80 per ccnt., if the country 
is to balnncc its international accounts and make provhion for domestic 
investment. 

7. Other Empire Cwnlrk.-The wartimc cconorny of the different Dominions 
present.8 a similar pattern of developmeut. War has provided a &meat fillip to their 
industrial and economic dcvclopment, led 1.0 condition8 of full employment arltl 
substantial kcream in nat.iona1 income, and laid the foundations for a b rodand  
and diversified post-war economy. These counlries havc largely maintained their 
economic and finrtnciul equilibrium ae n re~ult of increnscd production and rigid 
control of wagcs and living costs, mainly through ratiouing and subnidiee. Subsictics 
have been utilised to prom0t.e agricultural prod~ict.ion, to sbabilisc wngee as in 
Australia and to reduce the incidence of the rise in import prices. ltationing ha8 
had to be resorted to on occasions not to meet local shortages but to providc c.g., 
in Canada, for thc incraning demand of thc Allied Governments, particularly the 
United Kingdom. Tho standards of cornumption in most cases showed marked 
improvemerlt ; in Canada tho h~ldcx number of Depart,ment Store %lea (193839=1(30) 
svcrcrgcd 165 in 1944 a against 151 in 1943 and 104 in 1939. 

By 1943 about half of Canada's national income was being devoted to clircct 
war uaes, as apinat a maximum of 12 to  15 per cent,. during the fourth year of t.he last 
war. Duri~lg 1944, iud~utrial and businetle activity cont,i~lued to bo on an upward 
grade as judgcd from the latest availablo indicea of employmont,, yay rob ,  car-1o;td- 
i n 9  and of t . d c .  The index number of aggregate pay r o b  (Jane I, 1941=100) 
averaged 148.2 in 1944 as against 144.0 in 1943 and 128.3 in 1942. A sludy of 
Canada'e balance of international payments for the pcriod. 19.38 to 1943, features 



Rome important wartime developments : the balancc of trade in merchandise rose 
from $196 million to  $1,471  nill lion mninly as a result of larger expanuion of exports ; 
total current credits showed a rim from $1,361 million in 1938 t.o $4,064 million in 
1943, as against a comparatively smaller incrcnso in total current dcbits from $1,261 
million to $2,868 million. The effectivenem of the Canadian atabilisation rncnsum 
is reflected in the tenacity with which t,hc living conts bave been held in fnco of the 
marked increane in natiorml income, the index numbers of cost of living 
(1935-39 = 100) being 117, 118 and 119 for 1942, 1943 and 2944 respectively. Sub- 
sidica have bccn the linchpin of the Canadian stahilktion p r o p m e  and have 
been i~lcreasingly resortcd to during 1943 and 1944, thc total payment8 nmounting 
to $65 million horn Dcccmber 1941 to  March 1945, to  $130 xllillion in 1943-44 and to 
$227 million according to the budget provision for 194446 ; savings to thc consumer 
as a reul~lt of the snbsidiea were officinlly estimated at $860 million in 1944. Among 
the problems of post-war reconstruction and mnintenance of full employment those 
of providing intermediate crcdit to industry and extension of h n c i a l  guennt.ccs to 
oxporl trudc engaged attcntion during the year, and two new ktitutiona, oiz., the 
Indutrtrial Developmont Bank of Canada (a subsidiary of the Bank of Canada) 
aud t.hc Export (3edit.s Insurance Corporation were eet up in Angust 1944. 

Typical instances of war-induced induetrialimtion in Australia are furnished 
by the promotion of engineering, machine-tod and aircraft manufnctming projecte. 
Uuder the Mutual Aid Agreement conclucled between Australia and the United 
Statcs in Septemhcr 1W2, reciprocal lend-lcam aid totalled f198 million by tho 
end of Septembcr 1944 and k placed a t  f 110 million for tho b n c i a l  year cncling 
June 1045, representing 22 per cent. of Australia's tot.al war expenditure during t.he 
current ycnr, as against 20 per cent. in 1943-44. Aut.ralia's food pr,rocluct.ion was 
affected by s severc drought, and wheat prad~lct~ion duriug 1944-45 was placed at 
50 million buhels a8 against the pre-war nverage of I55 million busheh. The 
Commonwealth Govemmcnt'e attempt to  centraliie cortain eseeutial economic and 
h n c i a l  powere in the Fcderal Government during the 6rst five ycara after the war 
was defeated at a rcfcrendum in August 1944. Government's plans for post-wnr 
industrial development include the adoption of a £153 million uatio~lal works 
propamme and another E'LO million of loans to Btatea and loc~ l  Government bodics in 
1944-46. According to an agrccment concluded iu September 1944 between Australia 
and Great Britain, the latator is to purchase from Australia export.ablc surpluses of 
meat aid Q i y  products for the four ycnre ending thc 30th June 1948. 

South Africa h a  witnessed during the war a considerable degree of diversi- 
fication of its economy through tho deveIopment of manufirct~lro of industrial 
equipment and many proviouely imported types of consumer goods e.g., small ateel 
ingots, paper and chcmicale. Price3 in the Union rouc by 4 per cent. in 1944 
as against a rim of 9 per cent. in 1943 and stood at 64 per cent. abovo the 1939 
level. Reports of in~estigat~ions made by the Industrial and Bgriculturnl Require- 
monte Colnmission provide the ba& of general economic reconstruction after the 
war. A report by a Parliamentary Clommittee on Social Seci~rity favoured the 
creat.ion of rr Social Security Fund on a contributory basis. It is not p ropod ,  
however, to undertake hnedirrtoly a f dl -fledged programme of social wurity,  the 
complcte implementation of which will require an increase of at least GO per cent. 
in the country's national income by 1955 ; to start with, a modified acheme of mone- 
tary benefits and penaions is proposed to be int,roduced which will coat Governmont 
£62 million by 1947. 



8. Middle Eastern Court4ries.-Omg to t,heir geographical and strategic 
position the countries of the Middle East were drawn carly in the war into the orbit 
of the AlIied war effort, serving as l ~ a a a  of supply for the Afrimn theatre and Russia. 
This along witoh thc prcsence of large numbers of Allied forces rcsultcd in heuvy 
local Allied expenclituuca in these countries oftcn cxcwding the expenditures of their 
Governme~~ts. Industrially undeveloped, admini~trat~ivcly ill-equipped and cut 
off from thcir normal snpplics of imports, the countries of the Middlc East have 
developed inflationary tendencies of a serious typo. The inflationary spiral reachod 
its peak with the rising tempo of war in 1943 as evidenced by indices of note circu- 
Intion, wholeaale prices and cost of living in couulrierr like Egypt,, Palestine, Iran 
and haq. Wartime expnnsion of currcncy has been the largest in Iraq, showing 
an incream of ncarly 600 por ccnt. followed by Iran where the circulation rose 
fivefold. Price levels and living costs also havc shown a correspondingly big 
upward surge ul these two countrie~l. Inflation in the Middle Eastern Countries 
has not been the outcome of imhalsnced budgets. The second Anti-Inflation 
Conferelicc hcld at8 Cairo in April 1944, conei&,ing of representatives of elevcn of the 
Middle Eastern Governments m d  the Governments of tho United States, the United 
Kingdom and India,passed a number of resolutions recommending action to  arrest 
the progrcss of inflation during tho m r  and to counteract it in the post-war period. 
The resolutions emphnsised the need for measu~rcs mch as increased taxation, loans 
and savings, and price controls as also for the development of production to supple- 
ment the fiuancial programme. Palestine, where the cost of living has riaen tho 
lcnst, has attempted to  combat inflation through adoption of food rationing, "utility" 
clothing and ~ubsidics. Rationing was also introduced in Iraq in the middle of 
1943 and was further extended in 1944 to cover tca, coffee and cotton tcxtilen. 
Sales of gold have beer1 resorted to in most of them countriw t.o withdraw thc 
excess purohasing power. A mitigating fnctor in the cam of Egypt has been, as 
announced in Septcmbcr 1943, the replacement largcly by internal loans of the 
country's sterling debt of approximately £90 million. In Lran, the measures taken 
have included a monopoly procurcmcnt of foodgraina, rationing, state control and 
clistribntion of cotton piccc-goo&, sugar, tca ctc.; a committee llas also been 
appointed to watch ovcr trends in prices. The strain on the cconomy of the Middle 
East,ern countries m s  appreciably relieved with the ccsmt,ion of hostilitic-q in 
Africa about the end of 1943. With a view to promoting the development of 
agriculture, the Middle East Council of Agriculture was set up during 1944, under 
thc agis of the Middlo East Supply Ccntre. Thc deciriorl of the Middle East 
Supply Centre to relax controls over a wide range of importcd article0 with effcct 
from January 1945, is expected to ease the nupply situation in thcso countriee. 

9. Tlie Unima of Solriet Son'aliqt Rcpublicq.-The main pre-occu~pat~ion of the 
Union for ycsrs bcforc the war had bccn tho raising of its productive capacity and 
tho building up of its capital equipment though a sevcrc restriction on the ~ u t ~ p u ~ t  
of comumer goods. This process was intensified after the outbronk of the war with 
Germany in June 1941. Strict Governmental control and planning of all economic 
activity rendered the task of diverting thc cconomy to a wartime basis comparatively 
cnsicr. Thc rise in incomc through wartimo increase in employment has been 
absorbed mainly through increase in the rates of pre-war salcs taxation amounting 
in certain c a m  to a half of the retail prices, State loans eubecribed out of excess 
comumcr purchasing power and a 10 pcr cent. surtax on aIl incomes. During the 
first two years of its war with Germany, the Soviet Union sufEcrcd a lose estimabcd 



at 20 per ccnt. of its national income. The, country's dcfcnce expenditure, however, 
increased by more than 75 per cont. during that period ; three-quartern of this increase 
came from the diversion of resource8 from indubtrial development and the remainder 
from reduction in social and cultlira1 developmcute, aa would appear from tho 
f0Uowing figures :- 

( E  milliolla) 
Yeromnt9ge 

I W1 Increese (+) or 
(Pm-war eetimatos) 1043 Deoreaso (-) 

Dofenpa . . . . . . . .  2,830 6 9 0 0  4- 77 . 
Natioml Economy . . . .  2,050 870 - 68 
Social Dwelopmant . . . .  2 ,@N 1.600 - 26 
Administrntion . . . . . .  800 800 .... 
Civilisu Consrrmption . . . .  4,500 3.otN - 33 

... - - - 
Totel Nntional Incoine . . 12,180 11,170 - 8 -- - 

The budget for 1945 providcs for the largest military expenditure in Russia's history 
viz., 137,900 million rol~bles or 45 pcr cont. of the tot.01 budget est.hated at 305,000 
million roubles. Thc budget also provides 40,100 million roubles for capital invest- 
ment as against 29,000 lnillion roubles in the previous year, ncnrly half of the forrncr 
sum beiq earmarked for rchabilitat.ion work iu the liberated regions. 

h available rcporls show, Russia's post-war economy would appear to 
involve a shift in economic balance in favour of Asiatic Rusaia, mainly in consequence 
of the mar experience. 

10. Burmu.--The picture of conditions in tho liberated parts of Burma, ae 
portrayed in the British Qovcrnment's White Paper of May 1945 on the countr~. '~ 
futurc comtitution, i~ ono of shattered political, eoonomic and social life and of 
dislocated tmde and communiccrtions. The re-occupied areas have bccn placed 
under tho military adxllini.t,ration of the Sonth East Asiu Command, and Civil 
Maim Officew have been appointed to undertake the taek of rchnbilitation. Pre- 
paratory to their return to the country, the Government of Burma in India havc 
taken measllrcs such as registration of firms, tradertl and hdividuals who may be 
allowed to accorrlpany the civil alithoritiea on thcir rcturn to Buma ; Burma had 
more than a ruillion of Indian population before the war. The status of Indians 
in Burma and questions of cmigmtion, citizenship rights and movement of laboiir 
formed the subject of discussiom lwtwccn the Govemmcnt of India and the Govern- 
ment of Burma dnring the year under review. Tho Japanme ocanpation of the 
country meant idntion and wholesale requisitiolling of labo~lr, cattle and material. 
Tho firat t a ~ b  of rehabilitation, before any long-range rcconstructio~l programme 
can be imdcrtaken, will, therelore, havo to be confined to the more immedinto needs 
such as food, clothing, medicine and cattle, the ro-equipment of agriculture and 
restorntion of tmnsport. According t80 s communique issued by tho South East 
Asin Command, the Japanssc occupation cnrrcncy (which an cstimato has placed at 
Rs. 300 crores) was not to hc recopised with effect from t,hc Iut Nay 1945. According 
to a statement made by tho Secretarp of State the prc-invasion rights of cornpanics 
operating oil-fields in Burma will rcmain unaffectcd. 

11. India.-The Rcope of rernedial meaeutee inatitutcd by Government sincc 
May 1943 to deal with the neriona inflationary forccs at work in the country's oconomy 
WBR widely extended during t,hc year to provido for larger supplice of easent.ia1 goods 



through freer flow of iruports, partial diversion to other sourccs of supply of the heavy 
defenco rcq~iircmantn and allocation for civilian use of a pnrt of t,hc productive 
capacity reserved for dcfcncc requirements. 1nc:reaaed taxation and larger borrow- 
ing, s;rles of bullio~l and extension of commodity nnd price controls & assisted in 
mtabliding a measure of comparative equilibrium aa rcflcctcd in the trench of 
prices, currcncy circnlntion nnd mcurity anci &are vaIua ( t ide tablo on page 18). 
A vital factor in holding tho idntionnry npirnl wae the rapid return of confidence 
accompanying successive Allied victories. Thc prospects of an early euccessful 
termination of the war hud favourable reactiolls on wide sectors of thc cconomy. 
The stimulus of war hna Icd to some industrial advance in the country and oxpan~ion 
of existing capacit,y in many industries, hut the over-all Ineasure of industrialisation 
secured ahd the durable gain of prodnctivo capacity have been small relativcly 
to many other Empire countries. Iudustrial and cconomic uotivity during the 
year undcr review was fairly well maintained, although expansion was reatrained by 
shortages of tramport, con1 nnd skillcd labour. 

The food situation showed a markcd improvcrnent during the year, owing to 
a fuller implement.at.ion of t.he rna.in recommendat.ions of tho Foodgrains Policy 
Committcc relating to imports of fcmtlgrallls, extension of rationing, statutory 
price control and largcr product,ion ; Governmental monopoly procurement of grain, 
and co-ordinated purchases of militnry rcquirement,s altlo helped t,o relieve the 
position. JVliile t,he object lludcrlying thc Ccntrnl Govcrnment'tl food price policy 
has been to ensure adequat,e production at fair prices to t'hc conwmer, the authorities 
do not intend to  nllow prime to deoline to the pre-war levels. 1netruct.ion~ have 
been issucd to support t.hc mnrket c.g., in the artse of wheat, whenever prices show n 
tendency to decline unduly. Following the rccommcndat.ion of the IJ i ted  Kingdom 
FertiliRer Mkion which visited India in Augwt 1944, it is proposed to manufacture 
in India 3GO,000 t,ons of ~ulphate of ammoniu. Emergency irrigation schcmcs, 
expected to comc into operation by the clld of 1946 also aim nt, inormi+ t.he tot.al 
area under food crops. m e  same objectives of increased procluction, controlled 
di8tribut.ion and regulated prices have been pursued in the field of ot,hcr consumer 
g d e .  The dktribution among provinca of available aupylies of mill-mndc cloth 
amountping to 4,800 million yarda per annuru as againat 3,500 million ynrdr, bcfore 
the mar, and of handloom production, hns becn cffccted on the haeie of pre-war rates 
of consumption. Shortage, particularly of tho finer vnrictice hooeme, however, 
accentuated as t.he year progreaaed. The general consumer goods position mas 
alleviated by increased iulporte of a wide range of g u o h  in common u e o  such as 
bulbs, bicycles, stationcry, dntgs, light cnn nnd locomotivei and of limited supplies 
of textiles, and by releases by Government, of brass uubensila, woollcn tcxtilw, foot- 
wear, paper, silk yarn, text.iles of finer varieties, toilets, liquom et.c. Tho over-all 
silpply posit,ion also benefited from receipt8 of nlateritrlv under lend-lease and under 
tho Mutunl Aid Apecmcnt concluded in Augnnt 1944 between India and Canada ; under 
the terms of thc latttcr, Inclia wns to reccivc railway cquipmcnt including locorzlotivee, 
rolling stocks and a large quantity of component parts. Tho aupply position is 
expect.ed to improve further aa a readti of Iheinstitution inMarch 1945of tho ayatcm 
of open general licence for irnport.~, l i b e r ~ ~ t i o n  of quotas, a l d  further prospects 
of bett.ermcnt in thc shipping and cxchnngc sit.untion. Meanwhile, the steady 
extension of the scope of tAhe Hoarding and l'rofiteering Prevention Ordinance of 
October 1943 to cover additional commodities or bring about revisions in ceiling 
pricea fixed earlier, and tho issue in July 1944 of the Consumer Goods (Control of 
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Dktribution) Order to regulntc supplies, distribution and pricee of consumor g o o h  
including imported commodities, continue to restrain the price eituation. Early in 
1945, an official miasion was sent to the United Kingdom to explore ways and meam 
of reducing the atrain on the country's civilian economy in view of the expected 
intedcntion of military oppmttions in 1946. On the return of thc Mission in April, 
arrnngemcnts WCM announced under which relief is proposcd to  be afforded in the 
form of additional imports from the United Kingdom and reduction in the demand of 
defence ~ervices on India'e production. 

Other important problem which engaged tho attention of the authorities 
during the year under review concerned short-term objectives of rehabilitation and 
long-term projec1.s of reconstruction after tho war. The former comprised queetions 
connected with orderly dispod of surplus milit.ary stores, re-settlemcnt and re-employ- 
ment of ex-wrvicemen, conversion of industry from war to peace, and relaxation 
or re-adjuetmcnt of controls to  suit peace conditions. The latter included txherrles 
of poet-war reconst.ruction involving large scnle capital expenditure for tho dcvclop- 
ment of the count.ry as a whole such as the expansion of hydroelectric projects aa 
tho basis of industrial nnd agricultural developmcnt, production of capital and 
consumer goods, betterment of transport mrviccs and improvement of ogicultnrc, 
particularly through irrigation. A numbcr of blue priubs were kncd by the Central, 
Provincial and St.at,e Governments detnihg plans of reconstruction. The Provincial 
and State authorities devoted attention mnillly to problcms of rural reconatructioll 
including re-settlement of ~oldicrs, development of emall scale industries, comrnuni- 
cations, education, health, etc. The Central Govcmmeut has iudicated in broad 
outline the extent of the iinancial help the provinces might expect to receive, nlainly 
on a population baais. Tbe Department of PIanning and Development of the 
Centrnl Government, imdcr t,ho eeparate charge of n Mcmbcrof the Viceroy'e Execu- 
tive Council, began to  function from August 1944. The Second Rcport on thc 
progress of reconstruction kued in November 1944 by t.he Reconstruct.ion Committee 
of the Viceroy's Executive Council envisaged a fifteen-year programme of reconatruo- 
tion in general, clnssiticd into three five-year periods. It also empha~ised the 
principle of regiomlisation, e.g., in regn l  to hydro-olectric development for which 
intcr-provincial co-operation wae essential, and d d t  with queationa of financial 
assistmce, priorities, procurement of plant and machinery and capital goode and the 
formulation of a common policy on subjects of nation-widc importance. The 
ultimate objective of planning was recognised to be a simultaneous reorganisation 
and dcvelopmcnt of industry, agriculture and commerce, equitable diitribution, 
and oxtenaion of social cervices. Ewntial oentrnl co-ordination b p r o p d  to bc 
provided through the eetablishmcnt of bodies like the Central Technical Power Board, 
the Central Road Board and the proposed permanent Tariff Board. Over-concentration 
of indmtry in particular areas was to be avoided. For working out blue prints for 
industrial development industrial pnnele hnvo bcen eet up for individual industrim, 
charged with the tusk of formulating targate for the h t  poet-war fivo-yoar perid 
and, wherever possible, for the entiro fifteen-year period, and reporting on the scope 
and extent of development of the particular induatriea t,hcy deal with, on problenlv 
relating to their control and ownership, and on mcasures required for their pro- 
motion. A Ra.1,000 crore plan for the devolopment of agrioulture and animal 
husbandry prepared by tho Special Committee of the Imperial Council of Agricultural 
Research aims a t  increesing the production of farm prodncte by 60 per cent. in the 
next ten years, the highest increase aimed at being in milk. A seven year programme 
of railway r~conetruction estimated to cost Hs.320 crores covere rehabilitation and 



replacement of machinery, locomotives, wagons, stc., improvcmcnt in organination 
and personnel and cvolutionof a new rate structure, and manufacture of locomotivtw 
and participnt,ion by the railways in road and air transport. The ~onst~ruction of 
5,000 miles of new lines ie projected in the progrnmme, about half being expected 
to be laid down in the firut scvcn years. A departmental memorandum on shipping 
outlines proposals for doveloping an Indian xuercantile marine and securing an 
increased share of the coastal traffic and an adequatc participation by India in the 
world's cmying trade. I t  is recogniscd by Government that in tho tmk of post-war 
plamhg and reconstruction, limitat.ione of and capital equipment will 
be more of a handicap than fiaance. 

11. PRICES AND TRADE 
12. Price Trends in India and certain otlu?r Cvuntrics.-More and more 

inclmive price control probqammes havc come to replace earlier selective price 
controls in countries whcrc price levels have been more or leas stiibilid, e.g., Canada, 
the United Kingdom, the Unibd Sbtetl rr~~tl hu~trrtlk. Amongst thc Alliecl Nations, 
Canada was the h t  formally to adopt nn over-all system of price control early in 
1942 followed by thc institution of a general price wd iq  in the United States in 
May 1942, though farm products were brought un(1c.r thc gcncral cxmtrolonly nt alater 
nhgc in that country. A rigid over-all cc:iling was imposed in Australia in April 1943. 
In the Ullited Kingdom, where control mcnsurcs were introduced piecemeal after 
many prices lrad reaclled high Icvcla, price control now approaches in effmt a general 
price freeze. In Germany, whcre the first ge~ieml pritw control wnu put into cffcd 
as early as 193G the ceiling was rigidly hcld, the official wholesale price and the 
cost of living indices ahowing cach a riso of about 10 per cent. between 1939 and 
1944. These inhmntional comparisons require to bo qualified, as official indices 
in   no st cnses do not reflect the actual risc in prices during wartime, taking into 
consideration the commodities included, the price data colle~hd and the methoda 
of conlputatiou, over and abovo the exclusion of black market dcalingn. The 
United m d o m  cast of living index does not re8cc.t the entire riso in retail prima 
of g o d s  and scrvices : it is estimated that thc price of household furnishings, 
clothing, drugs, toiletries and other articlcn hrrs risen from 75 to 100 per cent. over 
the prc-war level as againvt s 30 pcr ccnt. increase iu the cost of living index. In 
tho United Stttes, according to a report submitted in Novcmbcr 1944 by n spcc:ial 
cormnittee appointed by the President, thc coat of living index should be marked 
up by 3 to 4 per cent. to allow for thc " hidden increases " hi a seller's market. 

Price movements during 1944 (vide Statement I) in thc United States, 
the United Kingdom nnd Canada were narrow. l'he wholesale price index 
in the United Kingdom averaged 171 in 1944 as against 107 in 1043. There 
was a rise of 1 point in the wl~olesnlc price iudex of the United States 
to 136 and of 2 points in the (:out of living index to 127. The Canadian 
whole~ale prim index avcragcd 140 as a p k t  136 in 1943 while the cost 
of living indcx rcmained unchanged a t  118. The relatively greater wartime 
incremcs on the whole in the price irdiccs of the United Kingdom rcflcct tho 
lagcr British war effort as compared with C m a b  and tho United States : 
in Canada and the United States, national iuc:orno in dollar t e r m  has been more 
than doilblcd largely as a result of incrcmcd procluction with civilinn consumption 
of goods and services slmve tho pre-~mr level. On tho othcr hand, in the United 



Kingdom the riae in the prtduction of war materids has been brought about by 
cutting cleeply into the production of consumpt.ion g o d  and civilian supplies. 
In almost el1 thc countries relatively grcrtter stress has bcen laid on holding the 
cost of living, e.g., though subeidics, than the wholemlc price level as the chauges 
in tho fornler are linked up with movements in wagc rates and affcct more directly 
the pricey and cwts structure of a country. 

In  Indin, the measures adopkd by the authoritics in 1943-44 to  check the 
upward ~piral of prices werc further extended dnring 1944-45. Reductions in 
officially fixed prime werc cffcded in a num1)r.r of commditica and the supply 
position was sought to bo improved tluough increased iniports. The Calcntta 
index n~unber of wholcanle prices alter touching the peak of 353 in September 
1943 gradually dcclined to 304 by Mnrch 1944, moving thereafter within a coui- 
paratively narrow range of '195 in May 1944 and 310 in March 1945 ; the averngc 
for 1944-46 stood lowcr at 303 conlprued with 321 in the previous year. The 
Economic Adviser's index number of wholaale prim, however, averaged 244.2 
in 1944-45 ns against 236-5 in 1943-44 (vide Statement 11) ; the rim of 3 per ccnt. 
during the year compare8 with the increase of 38 pcr ccnt. and 25 pcr cent. respectively 
in 1943-44 and 1942-43. While the indcx gcnerally muintainecl a rising tendency 
during the fir& ten monthe of the yc.r  under review a fdl  occurred from February 
1945. Prom 234.G in April 1944 thc index rose to  250.3 in January 1945 and s t o d  
lower at 247-8 in March 1945 as against 233.1 in Msrcb 1944. h o n g s t  primry 
con~modities, though thc nvcrage for Agrici~lti~ral Cormliotlitics worked out lower 
at 2G5 -4  comparcd with 268.7 in 1!)113-44, the index number rose from 247.8 in 
April 1944 to 276.3 in January 1945 and stood at 273.6 in Narch. According 
to a new index issued by the Office of the Economic Advkr  ~ince E'ebruary 1944 
( b m  : week ended tho 26th August 1939=1(K)), the wholedc price of food cornprieing 
eleven important articles moved within arange of 9 points between 228 in May and 
237 in August 1944 and etood nt 235 in &larch 196. Raw materials whicll showed 
nn nvcrage increase of 11 per cent. to 206 ovcr the 194:)-44 level move. between 
199.4 in April 1'344 nnd 211 .G  in January 1945. The ix~dcx number of Mnnufacturd 
Articles tended downward0 alter reaching the highest level touched during the 
war at 2632.5 in May 1944 and stood a t  253.7 in March 1945 us agninst 252.3 in 
March 1944. The clecliue in Cotton Manufacturca which set in in Junc 1943 
continued during the ycar under review, the average index number falling from 
432 in 1943-44 to  293 in 1944-45, thuti rcccding to the lcvol of 1942-43. The fall 
accompanied a lowering of the costs of production: the cost of stares to Indian 
cotton mills (January-lfnrch 1941=100) reachcd a peak of about 275 by the cnd of 
1942 but fell thereaftor to about 175 ; tho cost of raw cotton reached a peak of 
about 250 in the &st half of 1943 but has fallen since to about 150; the wage 
cost stedily rose to a peak of over 230 by tho ond of 1% falling dightly to 
220 by the middle of 1944. Jute hIsuufacturcs (vide Ststcmcnt 11), the maximum 
prices of which werc h c d  in April 1944, avcmged 252 during 1944-45 as n g e t  
249 in the previous yerrr. Cement priccs after riving ~uddenly to 212 in April 
1944 from 189 in March preceding remained a t  that level upto November and 
averaged 208 during the last four month of the yew. The Bombay c a t  of living 
(vide Statement I )  tcnded d o w n w d  nftcr reaching n peak of '2-41 in August 
1944 and atood at 217 in March 1946 ; it averaged 228 during 1944-45 compared 
with 2.29 in 1943-44 and 168 in 1942-43. While the food srticlca fluctuated between 
269 in August 1944 and 228 in %rch 1945 gcnerally with a falling tendency, clothing 



after reaching the p e ~ k  of 459 in March 1943 showed a steady decline to 295 
in October 1944 and remained about that lcvcl thcrcaftcr ; fiicl and lighting which 
rcnchcd thc record level of 300 in Janimry 1944 also came down to 278 and 228 
respectively in January and March 1945 ; in contrast to these, the miscellaneous 
group underwent a rise, the index ranging bctwccn 256 in May 1944 and 258 in 
Fcbruary 19& u a p b t  237 in July 1943 and 227 in Pebruary 1944. The follow- 
ing graph depicts the wartinlo t.ronds in the  (1) Eamomic Adviser's Index 
Numbers of Wholesale Prices by groups of articles and (2) Bombay Cost of 
Living. 

WHOLESALE PRICES AND COST OF LIVING n, 4- 
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-1939- 1940 w4-me . 
A White Papcr ombodying thc? report of the Parliamentary Selcct Committee. 

on British expenditure in India, issued in May 1945, givca an outline of the basic 
allocntion of defence coeb as between the British and Indian Governments and 
refers to tern3 including prices of purchases in India of military requircmcnta of 
the two Governments. According to thc White Paper fair prices have on thc 
whole l ~ w n  secured by the authorities for war storm and for fowl bought in India. 
Comparative f i p e u  in India and the United Kingdom for a wide range of etores 
including tcxtilca, general atorea and lnunitioas indicate that Indian priccs were 
seldom highcr and wcrc gncrally appreciably helow tho United Kingdom prices. 
The bulk of military orclers both for India and the United Kingdom were negotiated 
a t  contract prices as againat Indian commercial prices ; t h m  " war contract prices " 
partic~ilarly in thc case of nteal, which repreaeuttxi 50 per cent. of the Indian Supply 
Department's expcncliturc wcrc npprcciably hlow the British and United Statcs 
prices. Pricee in respect of cloth were also appreciably bclow market levele, the 
maximum rise in these 1)eing 100 per cent. during the first half of 1943 as against the 
record incrcaso of over 400 per cent. for civilian supplies. 



13. T r d  in Intmnafioolal Trade.-As mentioned in earlier reports, war 
scvcrcxt tho principal artcrics of tradc ancl led to new alignrnenh cadising trade 
into blocs or groups morc or less conditioned by military developments and 
t.he availability of trade r o u h .  Moreover, the restriction of tho civilian 
cxonomy at  thc cxpcnsc of war cconornic a&ivity affected foreign trade even moro 
than intern1 trade owing to the nccd to conrrcrvc foreign exchange and available 
tonnage for eswntial war t r u .  The exchange position wng, howcvcr, eased by 
lend-le~tlc and various miltun1 and rcc:iprwirl aid agreements, which ensurd uapplies, 
inclucling essential civilian su~pplies, without intcrnationul finuncial complications. 
Altogether, war has severely limited the scope of international division of labour 
ant1 fostered grater self.aufliiciency : in the U&d Kingdom production of food 
11an incrcascd hy 70 pcr ccnt., aml large new ~uanu£acturing industric~ have been 
set up in ~ountrics lilso Cnnadn, Airstrnlia and South Africa, though tho progress 
of industrialisation in backward areas has becn handicapped by lack of machinery, 
mrrterialv and skilled manpower. 

The table on page 24 gives recorded figures of cxports and imports of 
merchantliuc dnring thc wnr in rctlpcct of the United Kingdom, tho United States, 
Canada, India, New Zealand and A~zst.rnlia. 

The I ~ I ) H ' I L ~ ~  trcn(1 of t11c va11ic uf t r d e  is particularly marked in rcspedof C a d a  
and thc Unitcrl Stntcs, thc flhipmcnts from the latter showing n phcnomenrtl rise 
from $3.1 billion in 1938 to 514.2 billion in 1044. Mzrlring allomancc for lend- 
lease shipments the United States had had, howcvcr, a negative balance of t d e  
for Borrle time. re*rulthg it1 an outward movement of gold particularly to 
tho cauntriw of Sonth America. 111 many countries, rise in thc vdue of foreign 
trade has been accoizntod for mainly by i h t c d  p r im ; also the goods cxchuged 
inbruation;llly contained large amounts of munitions. !I%e value of exports from 
thc Tl'nitcd King(:dom in 1941 and 1943 showed declines of 42 pcr cent. ancl 51 per 
cent. respcctivcly ovcr 1938. Excluding rnunitiom, the decline in tho two   PAM ia of 
the order of 04 per cent. and 71 per ccnt. Export prices iu the United Kingdom 
increased respectively by 20 per cent., 38 per ccnt., 57 per cent. and 71 pcr cent. 
in 15140, 1941, 1942 and 1043 over the 1038 level, tho volu.m(? of exports inclilditq 
munitions ahowing a fall of 70 per cent. by 1943. In India, where the rise in cxportr 
priccs has bccn gcotcr than in import prioes, tho quantum of cxports declined by 
nearly 50 cent. while thnt of imports droppcd to less than half. 

Special nrrangcnicnts for hrgcr imports into countries like I d a ,  China 
and those of the Middle East have hclpcd towsrh combating idation. me 
Conndinn 1)udgr.t for 19114-45 has a provision for thc rcpe~l of Schedtzlc I to the 
Wnr Exchangc Conwrvation Act of 1940, which prohibited or restricted imports 
of several goods fro111 non-sterling conntrics. Special assistanm to c x p r t  induqtries 
aud export trade has been planned for thc i~nruediate post-war pcrid  in aevoral 
countria. The Export Credit Insmane Corporation of Canada atabhhed in 
Augu~t 1944 seeh to  provide assistance to Canadian c x p o ~  and to extend loans 
to Covcmncl~tu of importing countriea. In the United Kingdom, under tho rutvkd 
lend-leaw agrccn~cnt of Novcmbcr 1944, restrictiolls have becn relaxed with effect 
iron1 Jmuery 1945 111 respect of exports of n wide range of goods such as iron, 
dccl uutl wrtirh uon-ferrous metals. Also according to an amendnlcnt of tho 
Export Cunrantccs Act of 1939 thc limit8 of guarantees against lad debts ch., 
to exporters are to be raised from 175 million to $2200 million. In thc United States, 



TABLE 5.-MERCHANDISE EXPORTS FROM AND WPORTS INTO EMPIRE COUNTRIES AND THE UNITED STATES DURING THE WAR 

(In Milliolu) 
1938 1830 1940 1 sdl 19(2 10L3 1!344 1946 

KISODOY f 
Importe (retained) (a) . . . . 868.0 859.8 1,126.1 1,132.4 1,194.9 1,664.6 .... .... 
Exports . . . . . . . . 470- R 439.6(a) 41 1 - 2(a) 365-4(a) 270.9 232-8 258.1 .... 
E ~ o e . 3 ~  of Imporb . . . . 387.2 400.0 514.9 767.0 924.0 1,631-8 .... . . . . 

CRITSD STATES $ 
Imports (b) .. .. .. 1,960 2.318 2,625 3,345 2.742 3,312 3,911. .... 
Exports (incL mexporte) . . 3.094 3,177 4,02 1 6,147 8,036 12.714 14,2401 .... 
Excws of Exports . . . . 1,134 U 9  1,398 1,802 6,293 9,342 10,328* .... 

Cutrnr $ 
Importo (retained) . , . . 600 739 1.043 1 ,m 1.579 1.871 1,699 .... 
~ x p ~ r t ~  .. ., .. 83s BBI 1,186 1.63 8 2,364 e.wi 3 , ~  .... 
~ r w e o f E ; b o r t s  . . .. 169 168 143 292 786 ~,300 1,741 .... 

N 
P Imu (c) Rs. 

Imports ( d )  . . . . . . 1,733 1,618 1,648 1,667 1,529 1.104 1,191 2,010 
Exports (incl. re-exports) . . 1,892 1.692 2,136 1.887 2.529 1,960 2,100 2,271 
Excare of Exporta .. . . 159 174 488 420 800 840 909 26 1 

NEIRZEALARD fNZ 
Importa(c) .. .. .. 56.4 49.4 40.0 49.2 63-7 96.1 86-1 .... 
Exporta . . . . . . . . 68-4 68.0 73.7 67.6 81 - 3  71-8 77.7 .... 

Importa f-) .. . . + 3 - 0  + 8.7 $ 24.7 + 18.3 + 27.6 - 23.3 - 9-0 
Excarr of - -.-- . - e m  

Exports (+ 

Ansraa~rr (f) £A 
Imports . . . . . . . . 140.0 124.4 146.0 136.2 187.1 265.7 187-3(g) 
Export8 . . . . . . . . 141.7 121 - 5  149.7 136.0 169.3 123.1 

153-0(0) 

Imports(--) .. . . f 1.7 
93.5(g) - 2.9 + 4.7 - 1 . 2  - 27-8 -142.6 

100,3(9) 
Exccen of - - - 03-O(g) --52*7(g) 

&porn (+ 

(a) Including imports or export8 by aovenunent Departments of h f t  and other vehicles (except tyres md tubea for r o d  vehiclm) and urns, ammo- 
nition, and military and naval atoree. (b) Ooned impotks, including mercbendiw entered for immediate oonsumption and thst enterod for rrtoraga in boaded 
warehouaea (c)  Yoar oded 31@t Mmh. ( d )  Excluding value of d w a y  materiels imporfed direct by Steta Railwep working under compony m ~ m b n t  
whiah are not paid for in t.he ordinary way. (c) Including defence rrutariah snd equipment, & lend-lease supplies. ( f ) Year ended 30th June. (g) Eight 
months : July to F e b ~ e r y .  Prcliminsry. 



there is a proposal to raise the capital of the Export-Import Bank from $700 million 
to Q3,TXO million. A dclcgation of Indian businessmen visited Australia 
and Now Zealand in February 1945 with a view to promoting tmdo with these 
countries, whde another delegation has been to the United Kingdom and tho United 
States to contact buaineesmen in these countriea. According to a Chinese 
Covcrnmcnt estimate, China will have to  import 10 million tons of rruppliea for 
relief and rehabilitation purposes. This will be the largest single programme 
of relief to bc undertaken by tho UNRRA, whioh alao estimates the needs of tho 
European countricn in the first six months following thcir liberntion a t  46 million 
tom of food, raw mterials, seede, fuel, machinery, medical allpplice eta. A likely 
outcome of the post-war period nlay be the progressive reduction in oxport surpluses 
in countries such as India and those of h u t h  America and possible emergence of 
import deficits as during the last war. 

Thc proposcd internationnl monctary institutions, the Fund and the Bank, 
seek to clear part of the monetary obstacles in the way of a balanced growth of 
multilateral international trade, while some progress is recorded towards tho 
formulation of suutablo commcrcial and commodity policies by the principal trading 
countries. The various mutual aid and lend-lease agreements concluded by the 
United States emphaaie the need for non-diacrrimination in international trade ; 
reduction in tnriff~1 on imports puri plrszr with relaxation of discriminatory r d c -  
tions and prefercnccs on tracic abroad, has come to be. an accepted principle with 
the United States authorities. A bill has bccn pwwd by the Congress empowering 
the President to reduce tarifFratea by 50 per ecnt. below the level of January 1945 
and extending for three years the Reciprocal Trade Agreements Act calcullrted " to 
plnce the United Stntes squarcly behiid the principles of international co-operation." 
Mention may also be made of some of the finnncinl and trade agreements concluded 
during the year c.g., tl~ow: between the United Kingdom and thc countries of con- 
tinental Europe such as Francc, Belsium and Sweden aiming at  the etabilisation 
of exchanges and encouraging the reciprocal expansion of trade. On the other 
hand, the need for protection of the new indu~trial Rtructura of the under-developed 
countrica will involve aome natural limitation8 of tho scope of the general trend 
of commcrcial policy towarrla greater freedom, while tho existence of luge wartime 
debts to be settled through bilateral channels may prove a serious impodiment to 
the growth of multilateral international trade. One of the most clifficult problcm 
will be the djustment of domestic or national price levels in Werent countriea, 
which have been subjc~eted to varying degrees of inflation, and this will delay the 
removal of direct wsrtime restrictions on trade. In this respect countries whcre tho 
wartime prim increases have been moderato e.g., Canada and the United Kingdom will 
have an advantago in competition over countries with rolativcly inflated price levels. 

14. Zndm's Balance of Trade in Merchandise (Privale).-The value of the 
published returns of India's foreign sea-borne trndc for drawing up a balance of 
payments statement for tho country ie impaired by the exclusion of the trade on 
Defence account, which partly involves financial payments aa betwccn Govcrnmentv 
and by tho imlusion in the trade returns of lend-lease imports and reciprocal lend- 
lease exports on non-defence account which do not reault in money transfers. 
Movements in the recorded foreign sea-borne tradc continued during the year 
under roview to be governed by war conditions modified by the recent policy of 
the Central Government which aims at  larger supyliea of consumer goods and of 



e~en t ia l  rnw matcriala and mnchincry. Thc rising trend in imports wlJch act 
in with November 1943 wa: reinforced dming the year and valucs of monthly 
iniportn exceeded those in the correnpondity: months of 1943-44 and 1943-43 ; the 
total value of imports during thc ycar wan the largeet since 1030-31. Liberalisation 
of thc krrm of import licences and incream in quotas of gods available from 
supply sources like the United States and the United Kmgdom with the improve- 
ment in the shipping and exchange position contributed to the notable riso h 
imports. Wall s compamtive~y moderate rim in  export^ of 8 per cent. from 209.99 
crorcs in 1943-44 to H.s.227-07 crores a0 against an increase in imporb of 69 per cent. 
from Hs.119.05 crores to Rs.200.99 crores (vide Statement 111), tho balance of tradc 
in merchandise declined ~harply to Ra.26-08 crores from the highest nnrtiruc figuro 
of Ks.90.94 crores in 1943-44 and curlier levels of Rs.84.61 crores in 1942-43 nnd 
rYs.80.02 croros in 1941-42. Imports in the first half of the year were Rs.93.74 
crores as ngninit Ha.52.17 crores during the corresponiling period of 1943-44 and 
roso further to Rs.107-25 crores during the second half as compared with Rs.66.88 
crores in the previous ycnr. On tho othor hand cxporh during the and nccond 
halves of 1944-48 wcre practically of the same order bcing R8.114.35 crores and 
&.112.72 mores reapectively, the corresponding figuree for tho prcvioue year 
being Rs.96- 48 crores uud Ru.113 .lil crorcs. The average monthly i n l p o ~  
amountd to Rs.16.75 crorca in 1944-45, fts.9.92 crores in 1043-44 and H8.9.20 
crores in 1942-43, tho corresponcling figures for exports bcing Rs.18.92 crores, 
R8.17.50 crorcs and Hs.16-23 crorea. 'I'he total value of India's foroibn trade on the 
ba~ is  of tho publish4 figuea rose to a new wartime record of Rs.428.06 crorcs 
dilring the year as agahsii Ru.329.04 crorcs in the previous year, Ka.305.32 crores 
in 1912-43 and Rs.425.74 crorcs in 1941-42. Tho trcndv noticed during the current 
year we likcly, unlcsa restrained, to  continue following tho authorities' efforta to 
atbiliw India's economy and the institution in March 1946 of tho Open General 
Licence for importation of several classcs of comumer goode and arrangemanta 
for larger imports of consumer good9 and essential raw materials ; imports of 
consurner and capital gooh into India are also likely to expand with the gradual 
corlvcrsion of a portion of the industrial capacity of the United Kingtiom, thc 
United States and C a d a  from wartime to peacetime requirements. 

On the basis of available figures, an analysis of the foreign em-borne trsdc 
of India us regards its direction and composition for tho ycer ended December 
1944 is i v c n  in paragraphs 15 to 17. Tile favourable balance of trade was further 
reduced to  Hs.50.65 crores in 1944 aa cornpnrcd with Re.86.17 crores in 1943 and 
Hs.101 a40 crores in 19411 mainly as a rcsult of a rclativcly larger increase in imports. 
While imports ahowed a substantial incroase to Hs.180.88 crorea in 1944 from 
Ra.110.74 crores in 1943, the rise iu exports (includhg re-exports) was relatively 
small, the figures for 1944, 1943 arid 1942 bcing Rs.231.53 crorea, Rs.196.91 crorcv 
and Rs.214.93 crores respectively. Ro-exports in 1944 stood at  Ra.12-68 crorcs 
compiire~l with Rs.10.60 crorcs in 1943 and H.s.9.18 crorea in 1942. 

16. Direction of Trade (Excludit~g Re-apls).-The table on pngc 27 shows 
the more important changes in tho direction of Indin's trade and the balance of 
trade with inlportarlt countries and groups for the three yeare 1942 to 1944 and 
conlparcH thcm with the pre-war position in 1938. 

During 1944, India's favourable trade balance8 wore considerably reduced, 
particularly with countries outside the Empire. Amongst tbe Empire countries 
imports from the United Kingdo111 rotre by Rs.14.11 croree from Rs.24-49 



TABLE 6. DIRECTION OF INDIA'S SEA-BORNE TRADE 
(In hkhs of rupees) 

Exportc Balenoe Exports Balanoe Exports Bolsnce 
(excluding (oxcl. r b  Imports (excluding (cxcl. re- Imports (excluding (excl. rc- 
re-oxportr) exporta) lu-orporta) @sports) re-exporb) expo&) 

Expotta Balance 
Importa (excluding (excl. re- 

re-exports) exports) 

I. Britirh Empire 

1. United Kingdom 48.12 

2. Burms . . 
3. Ceylon .. . . 
4. Australie . . 
6. Canads.. . . 
6. South Africs. . . 

2 7. Other countries. 
Total B r i t i e h  

Empire . . . . 
Percentage to Total 

Trode .. . . 

1. United Statw . . 11.41 

2. Japan.. .. 15,513 
3. E g y p t . .  .. 2,60 
4. Iraa .. . . 3.41 
5.  Othor Foreign 

Countrier, . . 32,54 

T o t  a 1 F o r e i g n  
Countries . . 05.64 



crores in 1943 to Rs.38-60 crorea in 1944 na againat an incroaso of Ra.lI.24 crorea 
in exports of Indian merchandisc, rcsnlting in a dcclinc of the favourable balance 
from Rs.29.93 crores to Rs.27.06 crores. Likewise, India'e trade balanco with 
Australia declined from Rs.9-68 crores to h.b.69 croree exclusivcly due to the 
hcreae in imports fmm that country, exports showing a alight decline. The 
wartimo trend of increasing export8 to Ceylon and South Africa, was mainbind 
resulting in a rise in the trade balance rcapc~t~ively to Rs.14.73 crorcs and Hs.10 
crores as agnimt Rs.ll.61 crorea and Ra.7.48 crores in 1943. While imports from 
Ernpirc countries increased by 41 per cent. fro111 Rs.62.61 crores in 1943 to Rs.73-92 
crorcs in 1944 exports showed a smaller rclntive increase of 13 per ccnt. from 
Ra.124.24 crorea to He.140-90 crorea. During 1944 imporb from and exports to 
Empire countrim respectively nccountcci for 40.9 per ccnt. and 64.4 per cent. 
of the totnl as againat 47-4 pcr cent. and 66.7 per ccnt. in the previous year, the 
corresponding f i g u r ~ ~  for 1938 being; 57-3 per ccnt. and 62.7 per cent. ; the Bmpira's 
 hare of India'e total trade stood at 64 per cent. as against 59 pcr cent. in 1943 
and 65 per ccnt. in 1938. 

l n i l e  India's fnvourable balance of R9.71.73 crores in reepect of the Empire 
countries wsa slightly reduced to Re.66.98 mom in 1944 India'a export surplus 
of Ra.3.76 crores in reapect of thc non-empire or forcign countries waa turned into 
an import balance of Ra.29.04 crorea. Importa from foreign countries rose 
by 83 per cent.. from Rs.68.33 crores in 1943 to H.s.106-98 crorea in 1944 as a g a h t  
an increase of 26 per cent. in exports of Indian merchandise from Ha.62.08 crores 
to Rs.77-94 crores. Importe from the United Statoe more than doubled, rising 
from Rs.17 - 70 crorea in 1943 to h.39-14 crorcs in 1944, while exports wcnt up 
from Ks.32.82 crorcs to Rs.48.20 crores, the favourable balancc of trade declining 
from Ba.15.12 crorea in 1943 to Rs.9.OG croree in 1944. The largest increeac in 
imports from any country wss in respect of Iran, tho value of shipments from which 
roso from Re,22-50 crorea in 1943 to R-s.47.67 crorrea in 1944 aa against an increase 
of Ka.1-71 crorcs in India's exports to that country from Rs.1.38 croree to lZs.3.09 
crorea thus further raiaing thc import deficit to Ra.44.48 crores in 1944 compared 
with Ra.21-12 crorea in 1943 and Rs.10.28 crores in 1942. In the caw of Egypt, 
however, tlie nehntivo balance of trade dcclined from Rs.lH.62 crores to Rs.9.24 
crores in 1944 mninly as a result of larger exports of Indian merchandise to that 
cowtry. 

Developments in trade during the war disclose some striking fcatures in regard 
to its direction. Of the Empire countries, while the total value of India'e t d e  
with tho IJnitcd Kingdom in 1944 a tod  at  about tho same level as in 1938 (Rs.103 
crorcs) that with Ceylon, Australia, South Africa and Canacin showed a marked 
cxpnsion during thc period. TZle total value of t r d e  bctwccn India a d  South 
Africa rosc nine-fold from Ils.l.68 crores to Rs.16.34 crores while that bctwccn thia  
country and Australia rose more than four-fold from Hs.4- 99 crores to Rs.21.77 mores 
betwcen 1938 anti 1944. The growth in the trade with Ccylon has been equally 
~hnred between imports and exports, tho tokl  value rising from Ra.6-15 crorcs 
to I19.21-73 crores. There has bccn more than a three-fold increase in thc t r d e  
witL Canada from Rs.2.74 crores to Ra.8-67 crorcs. Amonget thc non-empire coun- 
trim, noticeable i n c r e w  b v e  taken place in respect of the United Statea, Iran and 
Egypt; the total value of the trade with the United S t a M  rose more than three- 
fold from Rs.24-84 crorca to Rs.87.34 cram, with Iran more than twelve-fold 
from Rs.4.07 crorcs to Rs.H.66 crores and with Ejgpt more than four-fold from 
Rs.3-91 crotea to Rs.17.94 crorcs. 



113. Composition of Tr&.-The folIowing tnblc givcs tho composition of 
India's imports and cxport~ (including ro-exports) according to the main commodity 
groupduring tho ycars 1942 to 1944. Although the exclusion of trade on Govern- 
mont account detracts from the value of these figures, thcy ~ c r v c  aa a comparative 
guide to the cliatrilution of trade ovcr the constitucnt categorioe during tho pcriod 
under review. 

1938 1942 1043 1- 
Ra. Percent- Re. Pcrccn(- h. Pencnl- Rs. PewcrJ- 

omns  ogc omree age o m r a  age cmrw age 

IMPORTS 
Food . . 20.70 13.S 10.88 8.6 1-00 6.3 16.21 9 -0  
~ r w ~ a t n r i b i s  .. 36.62 23.9 43.38 38-2 61-80 65.8 104.86 58.0 
M a n u f a o t u r e d  

Artioles .. . . 93.61 6I.0 67-02 50.8 40.63 36.6 67.64 JI .9  
EXPORTS (Including re-erportn) 

Food .. 39.66 23.5 60.49 23.6 43.80 22.3 61.W 82.5 
~ . w ~ s t = i b i r  .. 74-70 44.3 m . 4 ~  24.9 @ . I S  25.1 67.10 ~ 4 . 7  

Thc most pronouncecl increacle in imports occurred under raw materials 
and food ; the percentage share of raw materiala to fotnl imports bcing 58.0, 55.8 
and 38.2 during the last tIlrcc ymrR. Tho proportion of manufactured goods 
to total imports showcd a continllous dccline from G1.0 per cent. in the pre-war 
year to  31.9 cent. in 1944. Aa regards exporta, the variation in their valae 
cluring tho lnst two years was more or less uniformly distributed over the thee  
groups, their relative proportiona remaining olmuat unaltcrcd, aftcr tho initial 
rise in the importance of manufsdurcd articlcs and dccline in that of raw matcriale 
durhg thc first thrcc ycara of war. 

17. lmpork and h'xpork.--The table below tlhomn chnngcs in tho virlue of 
important conunoditie~ entering into tho foreign ~ea-borne trade of India during 
1W2-44 cmd comprrrcs them with the pre-war year 1038. 

TABLE 7. INDIA'S IMPORTS AND EXPORTS OF CERTAIN COMMODllY CROUPS. 
(In lakhs of r a p s )  

111crn~e (+) or 
1838 1942 1943 1944 d e c m e ~  (-) 

ovor 1943 
IWORTB 

Qmin, pulso and flour .. . . 10.83 2,72 1 6,03 + 6,92 
Oilbvegetable, miners1 and 

a n i m a l . .  .. .. .. 16,211 23,77 31.a) 71,OU + 39.10 
Cotton, raw and wasto . . . . 11.07 11.17 19,t):j 22,l4 + r;zl 
Wool, raw . . . . . . . . 72 2 $7 4.1 9 2,47 - 1.72 
Chomical~, drugs snd mcrlicincs . 5.73 7.23 5,GO 10,35 -t 4.75 
Dycs and colourn . . . . . . 3,79 6.92 7.30 7.84 $- 64 
Machinery . . . . . . . . 19.81 11,154 10,23 l4,83 + 4,@3 
Cotton yams and msnafactures l4,Gl 2.06 1,OD 1.62 + 43 

EXPORTS (Including m-cxprts) 
Grrrin, polae and nour . . . . 8.16 8.48 3.S 1 70 - 2.61 
Tea . . .. .. .. 23.47 3 1 , ~  3 3 9  40~65 + 7121 
oh-vepible, mineral md 

animal. .  .. .. .. 1.08 1.73 76 1.24 + 48 
Socdn .. .. .. .. 15,W 10,38 10.26 11.25 4- 99 
Cotton, raw and waste . . . . 23,93 7.74 8,29 9.01 + 2,72 
Jnte .. .. .. .. 12.24 10.13 737 7 $6 + 68 
Hides and skinr. rew, tanned 

or dressed and leather . . 11,68 11,46 13.85 14,M 
1.66 

+ 19 
Metslr .. .. .. .. 3.66 2.02 3.47 + 1,82 
Cotton yams and manufacturea 8.03 49.67 42.91 40.80 - 2.11 
Jute uunufacturss . . . . 2G,18 4-2-20 44,43 6039 + 16.16 



18. Production and Slocka of Gok1.--The 111aiu treucL in t,he world produc.tion 
nnd distribution of gold noticed in 1948 contin11c.d during 1944. Thc prtxluction 
of gold which had been rising, pnrticularly sinco 1934 partly as a result of t.hc rim 
in it.a dollar valuc from S20aG7 to $35 an ounce in February 1934, reached the peak 
of 41 million ounces in 1940 and stood at 40 million ounoes in 1941 ; tiuriug the scvcn 
ycars 1934 to 1940, pmduct.ion h d  expanded by nbont. 50 pcr ccnt. Thcm has boen 
a contu~uous decline in prod~ict,ion during t,he t.hree years ended 1944 owing 
mainly t.o the need to  divert manpower and equipment from gold mines to thc 
more presning roquiremeuts of the war. The total world output na sLow11 iu the 
table below dcclind by 10 per cent. in 1942, 17 per cent. in 1948 and 7 ycr cent. 
in 1944. 

TABLE 8. PRODUCTION OF COLD. 
(In thousands of ouncm) 

1930 1940 1941 1043 1043 1 W4 

I. DRITISH EMPIBR .. 22,471 24,053 24.3Ml 22,550 19,150 17,657 
(a) IJnion of Y. Africa . . 12.822 14,047 l4,:iHfi 14,141 12,MH) 12,343 
(h) Canade .. .. 6.094 6,311 6,346 4,841 3,650 2.943 
(c) Allntmli~ . . . . l,M6 1,644 1,503 1.104 750 67 1 
(d) Nnw Zenlal~d . . 178 1Htl 180 1 80 1 :XI (a) 
(e) Indin ., .. 317 289 280 260 232 189 

I I . U N I T E ~ ~ T A T E S . .  .. 4.621 4,803 4,834 3.619 1,350 1,000 
111. ALLCOWX-.. .. 38,038 40,810 0,100* YqW* 29,WO* 27,400, 

Tho production figurns of the U.S.Y.R. aud certain onomy countrice havu not bocn available nince 
1940 and thoir prduction in subaerquent yeura hre k n  cstirnatcd on 1W figune. (a) Not svoilnble. 

As will he m n  from the above table, production in 1944 was lowcr than the record 
output of 1940 by about 32 per cent,., thc lnrgcat decline occurring in Lhe IJnit.cd 
Statae where the output fell to as low a level as 20 per cent. of 1940. Production 
in South Africa showcd a relatively small decline. of about 14 par cc.nt. compared 
wilh the country's record oulput in 1941. Tho cst,imatcd production of gold in 
India in 1944 amounted to 187,918 ounce8 vnlucd a t  Hs.3,64,12,367 as compared 
with 292,228 ouncea of the value of Ra.5,08,45,266 in the previous year. The t.otal 
production of gold in India drlring thc ton years ended 1944 amounted to 2,905,000 
ounces or one per cent. of thc total world produc-tion (exchiding U.S.8.R.) of 
316,427,000 ounces during the same pcriod. 

The laat three yean havo witnessed a redistribution of tho monetary stockn 
of gold following a rcvcrsal of the earlier trend townrds a continued i d o w  of the metal 
hito the ITnitcd States, particularly betwccn 1934 and 1941. The etock of gold in 
the United States nlth the Pedcrnl Hcserve Ballks ant1 the Government increased 
from SG.8 billion (st $35 on onncc) in January 19:14 to $22.8 billion in October 
1941 or by 285 per ccnt. After lend-leaee went into operation in March 1941 the 
account8 of Americnn cxports were rneinly xcttlcd by hook cntries ; the balance 
of the United St.ntce' international trade o~ltsido lend-leme became adverse in 1942 
and considcrablo payments in gold wero made to foreign couutriea inoluding Latin 
America. Gold was also relcwd to couatriea of the Nicidle East, China and Lnch 
with a view to meeting the expenses of the TJnited 8t,ntc~ forccs stationed iu thetie 
countries and assisting in counterhg inflationary tcndenciea there. Besides, certnin 

' 

foreign countries were allowed by tho Unitecl States authoritiee to convcrt their 
dollar holdings into gold. AB a consequence oE these developments, stocks of gold 



in tho Unitcd Stnt,cs declined by $788 million to $21,938 million a t  the end of 1943 
and by $1,319 million to $20,619 million nt tllc cnd of 1944. It is estimated that 
of tlie gold los4es i.11 1944, about two-thirds wore accounted for by exports whilc t,hc 
balance reprerrented an increatre in the earmarke~l gold in the United States. Ear- 
marked gold held by the Fedcral Rc~crvc Ranks incrcmed from SL2,673.8 nlillio~l 
at the end of 1942 to $3,477-4 million a t  the end of 1943 and to  $3,937.2 million 
at tlie end of 1944. Unliko in previous yearn the entire output of newly mined gold 
in 1943 and 1944 was retained onttridt: the United Stnte~, which (luring most of the 
prc-war ycars had nbsorbcd comidcnblc qnantitia of gold in addition to the cllrrerit 
ontput. Thc tablc on p g o  32 gives an idea of t.hc measuro of redistribution of the. 
world's stocb of gold brought about by the war, and compare6 the position in 1944 
with 1938, 1929 and 1913. Among thc ooutrics which have added to their stoch of 
gold are Switzerland, Soi~t~h Africa, the Latin American goup, Egypt and Turkey. 
According to an estimnto publishcd in tha Novcmhcr 1944 issiic of tho Fedcral 
Hescrve Bulletin, world central gold rwerves a t  the end of Septe~nber 1044 totnlled 
$35,210 million of whioh t.he United States held $20,835 million or about 69 per cent. 

19. Prim of gold.- The tnhlc hclow shows tho highrat,, lowest and average 
prices of gold in Bombay for each of the seven years 1938-39 to 1944-46. Thc price 
of gold in New York has rernnined unchanged at $35 per h e  ounce since February 
1934 and in London has continued without alteration a t  l%h. (wi1.h sovereigm 
at 39sh. 32.) during the last five years. 

Spot b%ttlement 
Highest Lowest Average lIighest Lowast Averagn 

Rs. a . p .  RR. a . p .  IZn. r . p .  l t n .  L . P .  H.R. R . P .  Rs. 8 . p .  

Thc bullion market in India continued to be reItrtively free though segregated from 
the reat of the world. With a worItl sllortage in tho slipplies of tho precious mctalu 
resulling from rediic:ctd prodoction and dislocation of comimications, many of tho 
so-called frcc mnrkc,t,s have been dominated by speculators, e.g., in Syria, China and to 
an cxtcnt in ludia. 

Statcmcnt V shorn t.he highest, lowest and average prices of gold, both apot 
and fomnrcl, and of sovereigm as well aa the t.st.imated avoragr! ~tocks of gold in tho 
Bornboy market for each ~uonth of the year undcr review; trcnds in tho 
spot prices ol gold and silver during the ycms 3926-27 to 1944-45 are 
shown kl Stat.emcnt IV; Stntemcnt VI shows the weekly lnovernenls of 
prices, spot ns wcll ns forward and stocks in the Bombay bullion market, 
during thc year of both gold and silver. The graph on pagc 33 shows thc m r -  
time trendcl in spot priccs of gold and silvcr. During 1944-45, the main 
lactore governing t,hc technical position in the Bombay bulIion market were more 
or less thc same as in the previous year. A sustained demand by the public, owing 
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to idlo funds socking invcstmcnt in prccions metals aa a hedge agrrinst inflation 
and to the attrmtion of gold as a medium of storagc for black markct or othor illicit 
ear* (for evaaioll of taxation or avoidance of detection), paucity of supplies and 
exploitation of the situation by speculators, were the usual wartime features which 
continued to characterbe thc markct,. Tho situation wns rclieved t o  an extent by 
continued official offerings of the metal and by the favourabh progrcss of tho war as 
a reeult of which the upward trend in prices noticed earlier in the year was checked. 
The undertone, however, continued to lw markedly steady almont throughout the 
year and, following continucd manipulntions by bull intcroete, quotations tended 
to iirm up during tho closing months of the ycar. 

The price of gold, ready, in Bombay attained its high& love1 during the year 
a t  Rs.76-12-0 on the 24th April 1944, after which the market displayed a weak 
tendency as a rwult of a shrinkage in the upcountry demand and continued offerings 
by the Bank which included sales of emall five tola bars. The 8mall bars were offered 
at the counter of the Bank's offices as wcll as in places such as Am, Benares, Bang- 
lore, Coimhatore, Patna, Poona, Vizknapm and Raipur. Prices tended to  sag 
after the middle of May, and in June the quotation was markcd down in sympathy 
with ~ilvcr. DII- the subsequent two months, i.c., in July and August a partial 
rccovory was in evidence mainly owing to a rcnowal of demand in the face of shortage 
of stocks. The price for ready gold which had deched to Rs.72-1-0 on the 23rd 
Juno rose to Rs.75-12-0 on thc 8th July and averaged Re.75-4-11 for the month of 
August, being the highcat monthly average for the year. A reaction ~ c t  in thereafter 
as a m u l t  of heavy liquidation induced by tho continued Allied succeeeee end 
cxpoct.ations of an early peace. Thc quotat.ion touched Ra. 63 on the 21st Septem- 
ber. The bearbh trend continued in October and with the resumption of official 
a les  on thc 24th of that month, the quotation sank to Rs.61-2-0 on the 26th, being 
the lowest for the year. Following the lead of silver, a steady tone characterbed 
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the lnovelnent in gold rates from the midcllo of November, asLi the trend ramnincd 
generally upward in L)ecember, thc quotation rising to Ra.76-5-0 on the 2nd January 
1945. A rcvcrsnl of trend followed and ready golti dropped to Ru.64-8-0 on the 
30th of tho month following renewed pAce rePois. A good domalld for thc metal 
dovcloped, however, and a dislinctly firm trcnd wa. in evidence in February accom- 
panied by the cornering by bulh of a large part of the availa1)Ie markct stock in 
spite of vcry encouraging war ncws, and 1.he price touched thc high love1 of Rs.75-4-0 
by thc 7th March, closing a t  Rs.72-5-0 on the 31st as compared with Ra.73-12-0 
in tho previout, year. 

The official offering8 by tcndcr continued to be xnde during tho greater part 
of the year a t  rates varying from Rs.80 on the 7th April 1944 to Re.61 on the 
3rd Novcmber 1944. Thcy were temporarily nuspendad on the 23rd May but wcrc 
rcsnmed on t.he 11th July and continued i~pto tho 6th September 1944. Exccpt 
on the 3rd Octobcr there were no sales till the 24th of that month aftcr which the 
offerings wcrc maiutahled for t8hc rest of the year. Official scrlce of small barn which 
werc made in February 1944 at varioua upcountry ccntrcs and on the 29th March 
at Bombay, continncd upto t.he 5th May ; no such offerings were mndc during thc 
remainder of thc year except on thc 3rd August. 

With s view to  provcnting possible smiiggling of gold across the 1)ordcrs of 
Assam to China and Bmm, the Government of Assam issued, under sub-rulo (2) 
of Rule 81 of thc Dcfence of India Rulca, nn order cdeci the Assam Acquisition, 
Keepiug and Disposal of Gold Ordor, 1945 under which no pcrson can acquire, 
keep or d i s p o ~  of gold in exccm of five tolaa (1-i fine onncos) oxccpt under a Licencc 
itrsucd by the Licensing Authority. The order which came into force on tho 1st 
February 1945 npplicd in the first inetance to  thc Lakhimpur Dietrict of thc Province. 

20. Assaying and ReJining of Gold.--During tho ycar under review, tho Rom- 
bay and Calcutta mints received from the public, 343,801 tolss and 10,105 tolas 
respectively for melting and a~~itying as against 1,148,117 tola! and 51,916 to lu  in 
1943-44. Tho Bombay mint reccivcd 642,788 tolas of raw gold for refining as 
againat 941,673 tolas in the provious year. 

21. Produdion and Stocks of Silve-r.-The history of silver during tho Iast de- 
cade bears n marked parallel to that of gold ; the output and movemcnta of the white 
mcttnl wore increasingly dorninatd by the acquisition programmo under the Uuitcd 
Btates Silver Purchaso Act of 1934 according to which onc-fourth oE the tot.al monc- 
t ~ r y  value of gold and silver stocks waa to be in silver. W d c  tho domestic 
protl~ct~ion was purchased at a specially favourable prica by tho United States 
Treasury, the country's stocks of the metal progretx~ively inmorrsod till they machcd 
3,343 million oiinces in 1942. Bet,ween 1934 and 1940 China, usually a bnycr, 
lost large quantities of silver to the United Cltatcs estimated at al~out 1,200 million 
ouncea ; Tndin which had always bccn a, major consumer of the mctal could import 
on nn nvcrage only 20 million ouncca per year under the strew of the World Trade 
Dcprcssion during the thirties ns against 97 rnillion ouncoa during the quinquennium 
encled 1930-91, wbilc tho Government of India had been a consistent scllcr sinco 
lDP7. Wartime trenda in the  stock^ of silver, pmlicularly after Amcriccr'e entry 
into t.he war, have been very similar to those iu respect of gold. The United States 
stoch of silver declincd by 340 million ounoea during tlie two years 1943 and 1944 
at thc end of which they stood a t  3,003 million oumccs. A connidcrnblo and widc- 
sprcad demand for silver for coinago has sprung up during thc war, while direct 



dcmnnds of the me1 a1 for me in war indl~strica have been heavy. To mcct these wartime 
contingencies t l ~ e  United Stutcs Trcasury under the operation of thc Green Act of 
July 1943 has lend-lrascd lnrgc nmoullls of silver to domcstic industria and to foreign 
cowltries R U C ~  as thc United Kingclorn, Australia nncl India. metal aold to the 
Ilnitcd Stntcs war induetry has been ~ubjcct to the limiting factor t l~n t  the amount 
of silver uuder the ownership nnd control of the Troasury within the United States 
should at  no tirue fall bclow the face value of tho outstanding silver certificates, 
which stood nt $1,802 million at the end of 1944. The total wleaecs of tho United 
Stntts Government have been plnccd at  266 million ounces cluring 1944 as againnt 
91 million ounces in 1M3. Of thcso, Icnd-lease and salcs t o  industry accounted for 
203 ~llillion ounces and 44 million ounces respectively during 1944, the carrqonding 
figurea for 1'343 being 47 million ounces and 21 million ounces. The Crccn Act was 
renewed for a furthcr pcriocl of one year on the 20th December 1944. During 1944 
less than 200,000 ounces of tlie United Statcs production werc reported to have 
b c ~ n  acquired by tho Treasury Dcpnrtment under the Domestic Silver Purchnso 
Act of 1939, while the rcst of the newly mind metal was bought by indmtry for 
lirnitcd civilian n ~ c s  ns pcrn~itted by the Wltr Production Board. 

Tho production of silver, which had declined during the years of Dcprcssion 
from 261 million ouncea in 1929 to 164 million ouncos in 1932 regietcrcd n sleady 
inccreasct thereafter upto 1940 when aL 277 million ounces i t  rose abovc the level of 
1929, During tho war the output has hecn on a downward grade having becn 
placed at 266 nlillion ounces in 1941 ; 237 million ounces in 1942 ; 210 million ounccs 
in 1943 ; and 191 million ounces in 1944. During the period 1941-1914 production 
in Noxico, the lsrgertt eingle produccr fell by 20 per ccnt. to 63 ndlion o~mnces, 
in the United States by about 60 per cent. to 35 million ounccs and in Canada by 
34 per cent. to  I5 lnillion ounces. Consumption in arts and indu8t;rica in the United 
Statcs nttaincd n new record levol in 1944 at 123 million ouncw ns ngainet 120 million 
ounces (revised) in 1943. Of thcso 125 million ounces, war and othcr essential 
requirelneuts awounte4l to approximntely 65 per cent. The prociuction of silver irl 
India h 1944 itj plnccd at 110,285 ounces valued at  Rs. 47,902 as comparcd with 18,611 
ounces valued a t  Hs. 68,528 in the preceding ycar. 

22. Price ofSilver.-Iu the table bclow are given the highcst, lowat and avcrRge 
prices of silver ix Bombay, London and Now York during thc seven years 1938-39 
to 1944-45. 

Highoat 

Rs. a p. 

.. .. 63 1 D 

.. .. UU 4 0 

.. .. $ 4 1 3  0 

.. .. 07 U 0 

.. .. 116 8 0 

.. .. 111 8 0 

.. .. 143 4 O 

Bpot 

Lowcst 

RE. n. 1'. 

18 2 0 

44 7 0 

rJ4 10 0 

G1 12 a 
78 4 0 

101 8 B 

113 10 0 

Aromgo 

Rs. a. p. 

Dl 11 3 

65 4 9 

02 8 0 

a0 11 4 

9 4 2 6  

120 7 11 

128 80 0 

Scttlemollt 

Highcst Lorveut 

Rs. a. p. &. 8. p. 

6 2 1 5  G 43 2 0  

67 0 0 43 13 (1 

GFI 2 0 54 13 U 

ttl G 0 01 12 0 

11214 0 72 4 0 

1 3 7 0 0  U 8 4 0  

111 4 0 I l l  12 0 



Highest Lowest Average Highest raweat Avamge 
Year 

d. d. d. Cents Centa Ccnta 

+ Pcr fino ounco. 

Statement VTS &owe the highest, lowest and average price8 of eilver in Rombay, 
London and New York and the stocke in Bombay for each month during 1944-45. 
The London silver markot continued to be featureless except for a formal change in 
the basis of the price from 234d. por ~tnndard ounce troy ~925 fine to  25)d. per fine 
ounco -999 h e  effective from the 2nd Jmuary 1945. Though the exact rim in the 
quotation dcmondd by tho change would have boon to 26.380d. the price was fixed 
to  the neamt half penny at 225d. The London market h~ h e n  actually dealing 
in fine silver, while oll lend-lease d v e r  received from the United Statea of Amcricn 
is also -999 fine. Apart from tho necd to  bring the practioe in the London market 
into conformity with international wage, a justjficat,ion for the change has been 
the reduction under the Coinage Act of 1920 in the silver contont of British coins 
which before that dato wcre -925 h e  (via, standard). Substalltial quantities of 
silver were imported on Governmcnt account under lend-learn from the United States, 
while tohe industrial conaumpt.ion of silver placed between 14 nlilliorl and 18 
million ounces for 1944 was entirely rostrictcd to war pnrposee. In the Uuitec. 
States tho Treasury'e p u r c G g  price for newly-mind domcetic silver remained 
unchanged at 71.11 cents per h e  ounce, at which rate silver ie rcloneod undcr the 
Green Act. The pricc for foreign silver also remained unchanged a t  45 ccnts pcr 
fine ounce with t.he New York official mnrket price for such ailver st 44# cents. 
Imports of foreign silver iu 1944 showed a dcclinc as compared with 1943. 

Silver dominated the Bombay bullion market during the greater part of t.he 
year, mainly because it offered a comparat,ivcly largor scopc for manmuvring by 
speculators as a result of the unsatisfied wartime demand for tho mctal. The ri~ing 
trend in the roody price of silver noticed at the end of 1943-44 conthucd during tho 
greater part of April 1944 and the quotation reached Ra.143-4-0 on the 24th, being 
the highest recorded. An cn~icr feeling prevailed from the middle of May till about 
tho cnd of June, the downward t,rend bcing intcnsificd by reports of release to India 
of Icnd-lcuse nilver by the United States and thc Allied landing on the coast of 
Normandy. Thc mnrket, however, continued to be manipulated by bull intemte 
and owing to the scarcity of supplies, the price which had declined to He.126 
on the 20th June h e d  up to He. 139-8-0 by the 26th July. The carry-over or 
budla chargee during this period registered a sharp incrcm from about Ra.1-4-0 



to Ra.4. The tusale betwoen the beam and the bulb which emergcd ae a marked 
featureof the year camo to a head over the ~ractice of permitting the carry-over 
of unfulfilled contracts and led to  the institution of Iogal prowedings in 
A u p t  1944 by some of the dcnlers and the closing of tho market for eettlement 
busincea for some time. The reeumption of official aalce on the 8th Auguet (after 
they were closed on tho 14th October 1942) coupled with the news of Allied victorice 
in France, Belgium and in the Balksna had a roetraining effect on bullish fervour. 
In the coureo of the downward trend that followed, ready eilvor dropped to 
Rs.113-10-0 on the 7th November 1944. The acutenoas of the eupply position 
coupled with the emergence of the uaual m n a l  demand, howover, steadily forccd 
up the quotation thereafter, despite official snlea which wero readily absorbed by 
speculative interests, to Rs.135 on the 22nd December. During January 1946 
the market evinced an uncertain tone fluctuating erratically and towarde the end 
the price sag& to a.119-7-0 on the 31st. P r i m  recovered soon after and touched 
Re. 129-10-0 on the 22nd February and d.131-12-0 on the 5th March, cloaing for 
tho year with Re. 128-9-0 on the 31st ae against RB.134 in the previoua year. 

Official offerings of silver were made during the period 8th August to 18th 
September 1944 ; they were reaumed on the 20th October and continued till the end 
of the year. The aslee were m d e  by tenders and the rate of accepted tendera 
varied betwccn Ra.134-8-0 on the 25th A u p t  and Re.113-4-0 on the 10th 
November. 

23. Assaying and Rejdng of Sdlvev-.-Tho Calcutta mint received no silver for 
purposes of melting and asaaying during the year aa ugainst 255,807 tolna iu 1943-44. 
The receipts by the Bombay mint were lower a t  378,021 tolaa ae compared with 
1,407,968 t o h  in 1943-44. The quantity of eilver received for refining during 
1944-46 a t  the Bombay mint declined to  4,310,278 tolas from 10,834,938 to la^ in 
the previous year. 

N. FOREIGN EXCHANGE AND EXCHANGE CONTROL 
24. Pu&e8 of Sterling and Remitlanca.-Statement VIII ehows tho net 

purchases of eterling by tho Reserve Bank month by month during 1944-45. With 
a fall in the favourable balance of trade reeulting from an increase in imports during 
the ycar, the net p u r c h *  of st,erling by tho Heeerve Bank of India showed a 
decline to £91.8 million from the previous year's record figure of $105.3 d i o n .  
The monthly net purchases during the first quarter of the year were on a moderate 
scale and averaged f6.8 million. The purchascts during the first half of the year 
at f5O.l million wero, however, larger than in the second half a t  f41-7 million, the 
highcat monthly acquieition being $12.4 million in July 1944. Unlike thoso in 
proceding years the monthly net purchases in the last quarter of 1944-45 were 
smaller than in previone quart- owing to largcr ssla by the Bank and were the 
loweat in February 1945 at 23.6 million. The rate of purchase continued to be 
la. 6J. at  which level it has remained unchanged since January 1940. The total 
net amount of sterling purchases by the Bank from the let September 1939 to tho 
end of 1944-45 aggregated f483.9 million. During the year tho Bank mId sterling 
amountlllg to  £14,467,633 aa compared with f3,312,683 in 1943-44. 

Purchrres of nterling reproaent deliverier during the period under both ready and forward 
oontrrcts. 



Broadly, the net ncmction of stcrlirlg aasels duriug the war has resulted from 
(I)  the fiivoarnl~lc bahncc of payments on private a ~ o u r l t ,  nntl (2) the cxpnditure 
incurred in India on aocomit of other Allied Govcmmcnts and rccovcrable from tho 
Brit-ish Government; aud the dispoael of stcrling assots is indicated by the a.mounts 
utilised for the repatrilrtion of dcbt, tshc other sterling coni~nitnients of the Secretary 
of State and the additions to the sterling balances with the Reserve Bank, as in the 
following tnblc. 

TABLE 10. ACQUISITION AND DISPOSAL OF STERLING 

(In crow of r11pm). 

Supt. 11J:19 8, pt. 1939 
Suur~m~ to March 1040-41 1041-4'7 1942-43 180.44 1044-45 to March 

1 v40 104s 

1. Sterling rrsecta hrld by 
tbe h w w e  I{mk at 
end of the pmviou* 
priod . . . . . . 64 143 I44 St+# f i l l  W 64 

3. Sbrling pumhwd by 
thc Uiwun,e Uuuk . . 80 76 98 122 140 122 644 

3. Stcrlin~ pay~rruritv by 
Hie Mnjuty'r Guvurn- 
~uont . . . . . . 16 43 YO1 310 365 3 7  1,20'2. 

To:d amount of r t c r h  
mvdabla for dig-1 - - - - --- - - 
. n d  disposed .. .. 166 261 443 716 1,016 1,424 2000 - - -- . - - - 

I .  Skrlin:; uulourlls ~ L i l i s ~ l  
for r u p u . t r i u b i o u  
schcmun . . . . 22 89 110 It10 111 14. 111 

6. 0t.lior llturling commit- 
~ncntv (duriv~d figurn) . . 2 28 41) 48 55 47 220 

0. St.orlin% holdirrga of the 
Ruwrvc Bank ob c~ ld  of 
tho p r i d  . . . . 143 144 284 611 Wb 1,:IH3 1,363 

7. Tok~l Net Stcrline; Ac- 
quinitio~u ainoo tho 
b t ~ i n t ~ i ~ ~ g  of war to 
thu e~id of moh lwritxl 
oxclurling ihe ordirurry 
annual liability iu 
mepct of ' Othe: 
stcrling co~oruiL~uouLa. 
(2+3-8, progreseive) 100 191 44 1 8°K 1,278 1,710 l , i10  

- -  - .  - - - - - - - - . . 
I n o l u d ~  Ks. 13-69 ororee h ing  the amount 111~id ou purchsua of M. & S. M., 8. I. arid B. N. 

Rnilwnyn. 

Psyl~~t:xlts in sterling ~momiling to £267 million (Ru.366 c:rorcs) wnrc mcivcd from 
His hl~~jes tyt  Gover~unent during 1944-45 ns sgninst 2274 million (Ka.365 crorcs) 
in 1943-44 and 5253 million (Rs.311 crorcs) in 1942-43. The salee of gold on olIicial 
account as a mcnns of mccting a part of the Allied wdr expe~lditurt! ~ I I  the country 



restrained the rise in the accumulations of atorling with the Bank. It may be 
expected that with a diversion of some of the demands made on India t o  other 
sourcol, of supply and an increw in compensatory  import.^, the rate of accrual would 
be further slowed down in future. The total sterling holdings of tho Bank a t  the 
end of March 1945 stood at £1,022 million or Re.lJ3G3 crores as againat RO9 million 
or Rs.945 crores at the cnd of March 1944 and f48 milliou or Rs.64 croretl a t  the end 
of August 1939. ' Other sterling colnmitments ' is s derived figuro, bcing tho total 
sterling receipt8 minus elerkng hol- of the Bank and the stcrhng amounts utilised 
for repatriation schemes. The figure in m c n t  years hne comprised such i t e m  as 
transfen to  the hretery of State and the High Comrniesioner for hdL, and Burnu 
on account of home chargca ctc. and remittances to meet the cost of overseas purchascq 
on Government account. 

26. Em7iunge.-In the sterling oxchangc market banks' quotations to the 
public for rend y T.T. remnincd unchanged throughout the year at l.r.5 31 /32d. selling 
nnd ls.6 1/32d. buying. Owing to the improvement in the air mail service between 
India and the United Kingdom, banks found it po~ible  to reduce their buying rate 
for demand drafts from ls.6 6/32d. to 1s.G l /M. in August 1944 and by n f~irthor 
one-thirty-second to  1s.G 31321. in February 196. Correspnding reductions wore t h o  
mado in the buying rates for uaance bills. A featurc of the intor-bank market was 
the ehortage of eterlmg for ready delivery which fimt became apparent about July 
and which increased to such an extent that by t,hc end of the year i t  was ditEcult to 
find any sellers of ready sterling even at  ratca bolow ls.6 63/64d. Thie shortage was 
not the result of the value of imports cxceedmg exportn, although the former showod 
a greater proportionate increase than the latter compared with the prcviou~ year, 
hut to the unbalanced position of the exchange market due to the public demand 
being almost entirely for ready sterling, whilc the main supply was for forward 
delivery. The reason for thh was that it ia now the pnertrl practice of importers 
not to fix their oxohange until the actual time of payment arrivcs, probably owing 
to shipping uncertaintiee while shippers atill continuo the pre-war practice of eelling 
their export bills to ballke for forward dclivcry, aq soon as they have made contracts 
for shipments with oversea buycrs. As these shipping coutracta were usually 
made at irregular intern& and for vcry large amouuts, banks were forced to cover 
e coneiderable proportion of their purchases of export L i b  by forward snlc~ to the 
Reeerve B d ,  and later found diiliculty in meeting the st.e.adily inorensing demand 
for ready sterling to pay for importa. To relievc thc posit,ion the W e r v e  Bank in 
Oct.ober commenced selling limited amounts of sterling for ready delivery at 1s. 
5 63/64d. t.o thoso banks, who were unable to meet the dema~lds from their const.ituents. 
During tho same period however the Reserve Bunk was continuing to buy large 
amounts of sterlina for forward deliverv. Thcro is little doubt that the ~osition w i ~  
sggevat.ed by theolligher return obt&able on treasury billa in hndo;, which lcd 
to those banka which had surplus sterling preferring to retain it in London for 
the interest yicld, rather than make ales t.o other banks less fortunatcly 
situated. 

The London-New York moss rate remaiued unchauged during the year at 
$4.024 solling and $4 - 034 buyk. 111 India, banks' rate! for Telegraphic Transfers 
on New York were unaltered a t  Rr.YJ2t sclling and Rs.32%. buying. Owing to the 
improvement in mail cornrnuni~at~ions banks found it possible to raise lheir demand 
buying rate from Ke.3261- to Rs.327 in November. A corresponding rise of 4 point 
wae also made in their buying rates for ueance bills. 



26. Ucvelopmolls ilz Exchatye Cmitro1.-There were no changes diuulg the 
year in the existing system of cxchange coutrol. hllen of tho currencies of countries 
uut~ido the sterling area continued to be restricted whilc exports to  these countries 
were only permittd provided the foreign currency proceeds were sold to authorised 
dealere in forcign cxchange thue enallring the fudi conserration nnd mobilisation of 
the country's foreign exclinngc resources. Althongli tho system war, unaltered, 
there mere modifications in the policy adopted towards demande for foreign currcncics 
and a more liberal allotment of foreign exchange was made for p~uposos which were 
considered, owing to recent developmcnta, to be of high valuc and importance to the 
country. 

First,ly, the Government of India under their import licensing sptom subst an- 
tially increased the quotas for tho import of consunier goods even from countries 
outside thc sterling area, ns a mealls of combating inflation and of meeting the 
extreme sllortage arising from the severe rcqttrictiona on imports that had t.o be 
imposed during thc previous four ycnrs. As this relaxation in the import licemiug 
system ww accompanied by an improvement in the shipping position, a far greater 
volume of goods arrived in India particularly froin tho United States during the p a r .  
This Icd to an iuc:reascd expenditure of U.S. dollars and India'e favournblc balance 
of pnyments with the United Stntcs showed a sharp decrettlle in 8pit.c of a slight rise 
in the value of cxporls. 

Scronclly, the Corcnnnent of I n t h  dccidcd to allow greater facilities for 
journcys for business purposes to connt,rics outside the sterling nrea. Prcviously 
s~irh journeys had only been snnctionod in cases where thc truvcllcrs could show that 
their prewnt:c. in the foreign co~mtry waa neceurury in ordcr to  procure vital supplies 
for the direct furlherancc of the war effort. Thcsc rigid coudiLions were relaxed and 
mnction is now given for the sale of forcign exchange for 1)utiine~q joumcya provided 
thc npplica~lt is nblc to satisfy Government that the rwnlts likely to accrue fro111 the 
jouniey ju~tify the errpenditnrc of foreign exchange. Thcse business journeys were 
~nainly to tho United States. Smclion for travel mns usually given in cane6 where 
tlie object, of the journey wns the expansion of India's exports ur for the purchnsc of 
spuiul and eesential snppliea, a td ,  in thc cam of holders of import licences for lnrgo 
anloants, to procurc and expedite thc flhipment of goods. hnction was also given 
in ccrtnin cases fnr visits to the Unitcd Stales to exanline t-hc powibility of ot)t.aiulllg 
nlachinery and planl for post,-war dcveloprnont schcmes. Prospective travellers 
bad in all cases to apply to Cornlnerce Depnrtment through the lieserve Bank and 
applicntions were exlrmined wilh a vicw to  ensuring that t,hcy wcrc h a  #el that 
t hc joumeyn were necessary, and t-hat the aclvantagcs clnimccl were suhst~lltial and 
likely to bt! rcali.%ecl. A largc number of 1ndi:~n buauiessxnen took advar~tage of 
thew conccsfiions and procccdccl to the Tlnitcd Stntes rluriug t.hc course of the yeur 
bot.li by air and sea. 

Thcre nho n large iincrcnsc in the 11urrrhc.r of st\lclcnts proceeding to Lake 
courscs, in limcrican T;niveruitics. Applic:n.t,ions from students were examined by 
the Educ:ationsl ildvitier to the Governmcnt of lndia and exohrtnge fllcilities were 
p n t c d  where the Edl~cational Adviscr was aatiufIed firstly, thnt thc stuclcnt had 
acquired an educui ional staudard that would enahlo him to take an advanced coum 
in an American Univcrsi1.y with advantage, ~cconclly, that a eimilar course was not 
avaibble in lnclia or thc sterling area, thirdly, t .ha~ the course was a useful one of 
pract,icrtl value, ant1 fourthly, that t.hc student would return to India after the complc- 



tion of his courm, RO that thin coulit,ty would obtain the benefit of his training. 
Travel facilities are aleo freely givcn to  pereonl, proceeding to the United States for 
qccinl training in spccifio branches of industry or mnnllfacturc, proviclcd they are 
able to show that thcy havo made arrangcnwnts to rcccivc in.t;ruction and the course 
they intend taking is likely to be of value to  the country. 

Permission continucd to be refused for British snbjcct.~ to travel outside the 
aterling area for reasom of peraonal convenience whether involving immediate or 
deferred disbursements of foreign exchange and journeys except by persons procccding 
on official busin-, were only ~anctionecl for reartom of health, education and bnshllcss, 
suhjwt in all cases to exnmination to ensure that the application. were bona fide 
and complied with the conditions laid down by Govommont. 

27. J&,rated Teni1m'es.-During the year the euccessful military operations 
in Europo resulted in the 1ihcrnt.ion of several Xuropean countria3 and preliminary 
arrangements were made for the resumption of commercial and financial transactions 
with them when thc rehxation of the vtxting orders and the Trading with the Enerny 
Regulations made thir powit)le. The position with reg& to the variou~ libcrntcd 
tcrritorie3 at the end of the ycar was as Iollows :-- 

&) B+um.--A Monetary Agrccmcnt between the British Government and 
the Belgian Government was ~igncd on the 6th October 1944 under which Dclgiu~m, 
Luxcinboutg, the Belgiun Congo and Ruanda-Urundi beoame a singlc currcncy 
arca known as the " Belginn Monetary Area." AR the cncmy was still in occupation 
of Luxembourg and parts of Belgium the Agrccmcnt only came into immediate force 
in resyet*t of transactiom with the nclgian Congo and Ruanda-Urculdi. Them 
territories lcft the sterlmg arca nnd bechme part of the Belgin Monctary Arca. 
The Sterling accounts cd rcsidcnts in the Belgian Monetary Arcn wcro dcsignnted 
" Belgian Acwnnts." 'f'rmsactions l)et,wecn rc~idcnts in the sterling area aud 
residents in thc Bclgian Monetary Arcn could bc made either by payments though 
tho mcdium of Belgian accounts or in any currency of the Belgian Monctay . h a .  
Tho main ieatures of the Agrcoment were that the exohsnge rnte betwccn stcrling 
and the Belgian franc wns fked at 176.625 to  tho pound fitcrling and thc British 
and Belgian Govcrnmcnts sgreecl to hold each ot8hcm curroncioe to tho cstcnt of 
Belgian francv 883,125,000 and E5,000,000 starling rospcctively ; the settlement of 
amounts outpido these figures having to hc mndo in gold. A further art.icle provicled 
for thc revjsioll of the  term^ of t,hc Agreement in the event of a ger~eral international 
monetary agreement, and in addition both Gavenunants undertook t,o makc Rclginn 
sterliug snd stcrling area franca availa1)L for p~ymcnts outsidc the Belgian and 
sterling morictary areas. In uc:cordancc with t hc Isst provision izlerchants it1 the 
United Kingdom have now bccn allowed to iiuance trade between the Belgian 
Jlonetary Area and certain other cotmtrien iu sterling. The agreement was to 
remain iu force for thrcc yeam. 

On the l ~ t  February 1945 the ngrccmcnt coma into operation in respect of 
financial transactions with Bclginm, following the withdrawal of ~er ta iu  provinio~lr 
of the United Kingdom Trnding with the Enemy Act, so far asthey applied to Belgium. 
The United Kingdom Vesting Order waa relaxed so that the property of pcrson. 
who had rcturned to Belgium after the 8th Scptcmbcr 1944 no longer became payable 
to the Custodian of Etlenly Propcrty and monies becoming payable after the 1st 
February 1945 to pcrsons who were resident in Belgium prior t o  the 8th September 
1944 wcrc nbo exempted from payment to the CwtodLtn. T h i  mlnxation mado 



possible the resumption of financial t r amt ione  through normal banking ahannels 
betwcen t.he sterling area and Belgium, although commercial tramactions were a t 3  
subject to epecial licence. 

On the publication of the Monetary Agreement, in Oct.obcr, the Rcsorvc 
Bank of India h u e d  a notification under the Dofenco of India Rule 92A(1) (i) 
excluding the Bclgian Congo, and Ruanda-Urundi from the aterling m a  and on the 
16th November 1944 the Central Government; issued a notification including the 
Belgian Congo and Ruanda-Urundi in the list of countrice to  which exports w m  
only allowed provided the foreign exchange procoeds were surrendered to an 
au thor id  dealer in foreign exchange. 

Upto the end of Mamh 1946, the Government of India had not h u e d  any 
ordcra relaxing the proviaion of the Trading with tho Enemy regulations in respect 
of Belgium or of the Veating Order ovcr Belgian assets, a8 had been done in the 
United Kingdom and consequently direct financial and oommorcial traneactions 
between India and Belgium were not permieaible. Arrangements have been made 
however for remittances on a limited scale to bo made through hnka  in London for 
the support of close peraonal relatives and dependante of residents in India who are 
in Belgium. 

ii) France.-Although the liberation of tho greater part of France had taken 
placo by Lhe end of 1944, it was not found possible to  complete a financial agreement 
between the Brithh Government and the French Provbional Government until the 
27111 Mnrch 1946. The agreement was similar in form t o  that completed with 
Belgium and covered financial transstctions between the sterling area and the French 
franc area consisting of Metropolitan France, the French Overseas Empire and 
Monaco. The sterling accounts of residents in this area becamc known as " French 
Accounts." Transactions bctwcen the'sterling area and the French franc area codd 
he madc through the medium of French accounts or in any of the currcncics of the 
Frcnch franc area. The agreement providcd for the k g  of the stcrling/frana rate 
at 200 francs to tho pound sterLng and for the British and Fhnch Governmente to 
hold each others cltrrenciee to the extent of 20 milliard francs and £100 millions 
refipect.ively. 

On the publication of the agreement, the Trading with tho Enomy regulations 
and the Vesting Order in the Unitcd Kingdom were relaxed so aa to exempt from 
payment to the Chtodian monies and proporties of persona who had returned to 
France since the 25th August 1944 and monies becoming paynble on and after the 
28th March 1945 to  persona who were resident in h c e  prior to  the 26th Auguet 
1944. This made possible the resumption of financial transactione with Francre 
through normal banking channele. 

Although tho Anglo-Frenoh Financial Agreement was not signed till the end 
of March 1'345, nrrangements werc made at the beginning of December 1944, for 
relnittances to be made to France from the sterling area through the medium of 
franc accounts opened by certaiu London banks under special licences fxom the 
British and French authorities. Remittances were limited to payments, on a 
speciiied scale for the support of close pereonal rclatives of residents in the eterling 
area, for travellulg expen- and for the upkoep of property. Theso facilitiel~ were 
also made available to residents in India. 



Tbe Anglo-Frcnch Financial Agrcomcnt is 8190 intended to cover transa~t~ions 
between India and F'rancc, b d  no financial transactions beyond remittances for the 
purposcs stated were immediately permisuible, as the Trading with the Enemy 
regulations and the Vesting Order in India had not been relnxcd. These Trading 
with the Enemy re~trict~ionri however only npply to dcalinlp with Motropolit-an 
France na hancinl and commercial t m m t i o n 9  with the French Overseas Empire 
have been permissible since A u p t  1943. The new hancial agreement supersedes 
the financial agreement entered into betwpm the British Govcrnmcnt nnd tihe 
French Committee of Nationnl Liberation in Fcbruary 1944. 

iii) Greece.-No details of any monetary agreement between the Brititlh 
Government and the Government of Greece have been publinhcd hut faciliticq were 
eetablished in March 1945 for the mnking of rcmittnnccs on a limited scale for tho 
~npport of thc closo pcrsonal rcLztives in Grccce of residents of the sterling area. 
Thew remittances have to be made through the medium of eterling accounts opened 
by the Bank of Greece with certain banks in London under spccial liwncc. These 
accounts are deriignntcd "Grcek Accounts." The Trnding wit.h the Enemy restrictions 
in thc United Kingdom in so far ss they apply to Greece, are rctill fully operative. 
but the Veating Order has been relaxed in respect of balance6 of British subjects 
resident on the mainland of Greece. In India, Greece has heen declmxl as being 
no longer enemy territory which will enable financial nnd commercial transnctiona 
with that country t.o he reaumd whcn thc neceusnry banking fncilitica arc rc- 
e~tablished. In the mcatimc rcmittancca for the support of relatives and 
dependnnta are being made through London. 

iv) Liberated Italy.-The Trading with t,be Enemy regulations in the Unit.ed 
Kingdom are st.ill fully operative in so far as they appIy t,o liberated 1t.aly. Arrange- 
mente have been made, however, for the Bank of Italy to opcn sterling nccounts 
with certain bank  in London dosignatcd " Ittalian AccountsJ' and for remittances 
to bo mado to  Italy through the medium of these ecoounta for the support of cbse 
personal relatives, similar to the arrangements for remitt.ances t.0 Greece. The 
accounts of British subjectsl resident in liberated Italy and the accounts of residents 
in the Vatican City have been freed from the operat.ion of the Vating Order end 
such accounts are dcaignated a8 " Italian Accounts." 

In Indis, the Trading with the Enemy regulations are utill fully operative over 
transactions with Italy but permisRion has been grcmntcd for remittances for the 
mpport of close personal. dopcndanfs on the same scale as in the United Kmgdom 
and thevesting Order has been relaxed in respect of a8set.a of British subjects resident 
in liberated Italy where applicat.ion for release is made to the Custodian of Enemy 
Property through British Consuls. The Vesting Order doe8 not apply to t.he assets 
of residents in the Vntican City. 

v )  Sweden.-A new Monetary Agreement waa completed on the 6th March 1945 
between the Governments of the United Kingdom nnd Sweden in supermion of 
the previous payments agreement. The agreement was similar in form to the Anglo- 
Belgian and Anglo-French Agreements but wider in Bcope as each country agreed 
to hold each others currenciee without limit during the period of the agreement 
which waa for five years. The sterling accounts of residents in Sweden including 
Swedbh Special accounts were designated "Swedish Accounts." Traneactione 



hctdmeen the 8t.crling area and Sweden conld bc made through the medium of those 
nccounte or in Swedkh honcr. The rate of exchange we8 unchanged nt 16.9 kroner 
per E l  sterling. 

vi) French EslaI)E69hm49tk G Inilk.-The statpus of French Tndia was not 
affected eithcr by the financial agrcoment of February 1044 with the French 
Comit tcc  of National Liberation or by the new .Anglo-French Finnncial Agreement. 
Thc ~lccounte of rcqidents in tho French Establiqh111entn with banks in Tndin were 
still treated as residont and no rest.rictiona were plmd on the export. of money or 
rcmitla~lces t o  French Tndia. As thc Custom Union between British and French 
India completed i i  February 1941 rcmniued in forcc, licences for thc import. of goods 
into French India continued to hc h u e d  by Import Trade Controllers in British 
India and holder8 of such licencc.9 were yermit,ted to  buy foraign exchange *om 
authorisccl cle;tlers on the simc tcrms ant1 conditions as  holdcrs of licences covering 
tha import of goods into nritish Incliu. 

vii) Switzm1and.-With tbc liberation of France thc encirclement of Switzerland 
hy enemy countries carue to  an end, and it #as consequently found possible t o  rclax 
certain of t,hc rest.rictions on iinanoinl tramactions with that country. Sincc 1910, 
inlyorter~ of Swiss goods had only been permitted to makc payment to Switzerland 
on actual arrival of  goods at s ncutral port or in India. Banks were permitted during 
the year, to reaumc opening lcttcn of credit in favour of Swiss exprtcra authorking 
paymcnt againnt on-board hills of ladiug, and later, thc ban on the dcspatch of drafts 
and cheq~~es 1)y post to Switzerland which hird bacn imposed owitla to the danger 
of the enerny ncquiririg forcigu exchange by intcrccption of mails was lifted. Unfor- 
t~ulatcly, owing t#o thc breakdown in communications in France lolJoming the retreat 
of the Ccrmane and the closing of the Balkan routee duc to Ihe qmad oi fighting to  
thus arm, great ditlicully mns csperi~ncecl in exporting any goods from Switzcdnnd 
to Tndia either by parcel post or 1)y sen. 

viii) Cyrenuh, Tripolitu~~ia, Ethiopia, Etitrra n~ul  Buma1k.-M7il.h thc issue 
of notifications by the Covcmnent of lnclis that the formcr Italian territories in 
Africa were 110 longer enemy it l m m c  possibla t o  raume financial and commercial 
tran.wctiona with thew coimtries although trading with Ttalian persons and concerns 
WM still prohibited. A co~~sider;lblc volu~nc of trade dc;vclopetl bctmeen India and 
Et,hiopi;t pnrt icularly in textil(vi t hroug11 Adcn and Port Sudan. 

28, blctlaods of B x p r l  Fir~a~tce.-Thrcc b~aphs are given on page 45 
~ b o w q  the different nicthodu uned to fir~trncc exports to countrics outside tho sterling 
area governd by tho Export Control Rogdations, on a perccntage basis. 

Graph I covers ship~lients t o  t.ha Utiitcd Statcs and Graph I1 8hipmcnt.s to 
othcr countrica. The proportion of tradc finrmnwd by different methods rcmained 
unchanged from the prcviouu yrar, 
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V. PUBLIC FINANCE 

39. General.---The outstanding features and phases of war finance in India are 
brought out in tohe table on page 47 giving the figures for the period from 1938-39 to 
1945-46 (budgct) rolating to the Central Government's budgetary paition, the defcncc 
expcnditure on Indian and Allied accounts, the Central Government's debt and t.he 
Provincial revenuee, exponcliture and debt. 

Tho aggregate Governmental outlay on dcfenco totalled a t  the end of 1944-46, 
Hs.2,741 crores, of which Government of Indin'u share was R8.1,847 crows or 49 per 
cent. As the prcentagc figurw in the tablc indicate, the volumc of expenditure 
on the Allied trccount8 has in the years sincc 1941-42 eubetantially exceeded or nearly 
equalled the total Indian defence expcndit~ue on revenuc and capital accounts. 
While the recoverable war expenditure has placed increasingly severe strain on the 
c-ountry's economy, the considerable Allied disburscments in the co1mt.y have 
rcnded mmewhat to rclicve the Government of India's hudgctary position by 
improving thcir rcceipte from taxation and borrowing. Tho table indicates that 
the war pcriod in diViai1)le into two distinct parta, proceding and following the 
Jupancao entry inlo the war. During the first pcriod, defence expcnditure expanded 
nt a comparatively modcrate rate, though faster than revenue ; during the eecond 
period, it incread rapidly a d  soon outstripped revenuc. The percentage of 
revenue to axpc,nclit.~ue on revenue account remained above 90 upto 1941-42, but 
fell to 61 - 2  in 1942-43 and to 87.0 in tho following year, recovering, howevcr, with 
the expnnsion of tax resources to 69.6 by 1944-45. Tho more significant ratio of 
revenrlc to total Governmcntsl outlays bopped more sharply each ycar from 95.9 
per cent. in 1939-40, to  64.4 per cent. in 1940-41 and 26.5 pcr cent. in 1942-43, 
recovering thcrcafter to  29-4 per cent. in 1943-44 and 35.3 per cent. in 1944-46. 
A cornpnrison of the figurexi rclating to the Centrul Government debt with the pro- 
gressive deficit on revenuo account and the dcfcnce capital expenditure sugge~ts 
that borrowing by Government hae tendcd to exceed the deficit on Indian account 
and to cover a part of the expenditure on Allied account. The budgetary dcficits 
horn 1940-41 to 194446 amounted to  Rs.476-94 crorea and the defence expenditure 
011 capital account during the pcriod to Rs.149.38 crorce, making a total dcficit of 
Rs.626.32 crorea ; against this, total rupee losne rose from Rf3.437.87 crores in 
1938-39 to Rs.1,lW. 98 croro8 in 1944-45 or by 753.11 crorea, whilo the amount of 
small eavitigs through t.he post-office also increased. 

A. BUDGETS 

30. Finance A m & ,  1943-44.-With the revenuc. at Rs.262.06 crorcs and 
the expenditure at Rs.441.84 morca as compared with the revised estimates of 
Rs.264.60 crores and b.946-93 crores, the accounts of the financial year 1943-44 
uhowed an unexpected deficit of Ha.189.78 mores as against Re.92.43 croree in the 
mvieed estimate. The hcavyincreaae of RR.97.35 crores in the actual deficit resulted 
from the larger defence expenditure on revenue account, which rose by Rs.96-76 
mrea from Re.262-64 crorea to Rs.368.40 crores, the capital port.ion of the expendi- 
ture declining elightly from Re.38-30 crores to Re.37-46 croree. The growing 
dofence outlays during the year on revcnue account were c a d  by unforeseen 
commit.menta arising out of the Japanese invasion of the country about the cloee of 



TABLE 11. INDIA'S P W C  REVENUE, EWENDITURE AND DEBT SINCE 19%39- 

I. CENTRBL GOVERNMEET BUDGET-- 
(1) Rerenus . . . . . . . . 
(2) Expenditure . . .. ,. 
(3) ~urplud (+) or ~eficit (-) . . 
(4) Pmedageoj(l)b(e)  .. .. 

IT. TOTAL Q.OVERNMENTAL OUTLAYS . 
P ~ o f l ( 1 ) l o Z I  .. .. .. 

A. OX INDIA'SACCOUNT . . . . . . 
( I )  CidExpsnditure .. . . .. 
(2) Defence Expendikue . . . . 

(a) On Capital u x x ~ n t  . . . . 
(b) On Rersnueaooount . . . . 

(i) Basic Normal Budget . . 
(ii) Rim in Pricm . . 

(iii) \'ru Memnras (N& . . 
(ir) Non-affwtive c ha  r g e  0 

(Net) .. 
(3) Peradage o j  A$" ~zpm%6arrc 

(n~nuc o c c o w t )  to Eqmdilurs . . 
3 B. RECOVERABLE WAR EXPFNDITURE 

P m d q e o / B ( o A ( 2 )  .. .. .. 

104446 
(Revised) 

Tobl 
193- 
to 18P1.45 

194646 
(Budget) 

7111. CENTRAL QO- DEBT AT 
EA'D OF YEAR- 

(61 TOTAL INTEREST-BEARING . - r  

OBLI(;IAT~ON~ (INCLUDING 
UKFUNDED DEBT AND DE- 
POSIW) ., . . . . .. 1,206.76 1,203.86 1,247.67 1;208.21 1,353.13 1,632.47 l,BIQsOf +613~26t 2,180.67 

IV. PBOVINCEB- 
(1) Revenue .. .. . . . . 84.74 90.83 97-48 107.41 124-31 163.31 200.78 784.12 188-17 
(2) Expnd i tw  . . .. 85-76 88-22 95-18 103-48 118.18 163.85 208.05 '767.96 191.74 
(3) ~urplom ( + ) w ~ d b k ( - j '  -1.02 +lea1 -i-2-30 +3-93 +6-13 4-9-40 -7-27 +16.16 -8.67 
(4) Debt Porition (Q- Total hbtK 163.20 167.81 169.91 109.16 170.26 198.28 215.49t +62-29 . . 
Tnaluding new bration. 5 Itemr (1) and (6): Clpital portion of Railway Annuith ir exoluded from 1942-43. 

$ bcludoe (1) Port 0500 C ~ s h  Certificates, (2) &vingn Bank Deporits (3) D e f e y  bvingn Cortifioatea rinco 1940-41. (4) Defence Savings Bank 
T s l t a  rinoe 1941.42 and (6) National Savings Certifiastea sinoe 1943-44. t Varhtlon betweso 3186 Msmh 1931) and 1945. j Inoludsr (1) Permanent 
de t, (2) Floating debt, (3) Unfunded debt and (4) Lo- from Contra\ Government. 



thc year and by hcnvy adjuistmcnta in tho year's accounts on account of provision 
for cquipment, etc., for t,he forces in India. The shorlfall of Rs.2-44 crorea iu 
revenue was maidy t,he outcome of a deterioration of Ra.H.86 crores under Taxes 
on Income horn Rs.138 crores to Rs.129.14 mom, offset by nn increased contri- 
bution of Rs.6.37 crorcs from thc Itnilways and larger receipts of H.s.1-77 crores 
under Excise. 

Tax revenue rctaincd by the Centre (zliz., excluding the provincial share of 
income tax and jute duty) expanded from the pre-war level of Rs.72.34 croree in 
1938-39 to Re.123-57 croree in 1942-43 or by 71 per cent. and to  Rs.172.34 croree 
in 1943-44. T a x e ~  on Income (including the provinces' share) increased hetween 
1938-39 and 1943-44 by over six-fold from Ks.17.28 crores to Rs.129- 14 crorea. 
During thc sumo pcriod rcccipta from Custom declined from ICe.40.51 crorcs to  
Rs.26 -20 crores, the decretlsle behg more than counter-bdanced by an i n c r c ~ e  
of Rs.18.76 croree under r ~ n t r a l  Excise Duties. Receiyte under Currency and 
Mint during the same porirwl increawd hy more thnn sixtcen-fold from RR.% lakhv 
to Rs.9 97 crorea. ~idditiolv, to the cle bt on account of budgetary doficits amonntcd 
to Ra.321.17 crores by the end of 1943-44 as Rs.131-39 crores by the end of 
1942-43. 

31. Revisal Esld~r&, 1944-45.-As in 1943-44, developments in t.he military 
sitiiation on Ittdia's north-eastern frontier combined with improvements in the terms 
of scrvice of all Arme and an increalle in civil er~timates mainly incidental to the war 
were t.hc major factors responsible for nn uncxpcdcd deficit of Rs.155.77 crores 
in the revised estin~atce for 1944-46 ae against Rs.54.70 crorcs budget,e.d. The 
revined figures of receipt8 and expenditure otl revenuu account for 1944-45 were 
placed higher at Rs.556.85 crores and Rn.512.65 crores reapect.ively as against 
Rs.308.28 crores and Rs.362.98 crorcs in tho budgct, t8hc incrcw, of Rs.48.60 
crorcs ~II revenue being more thnn ofbet by a rise in expenditure of Ha.149.67 crores. 

Thc total increane of Rs.149.67 cromq in cxpondit,~irc is mainly the result of 
incrased dcfcncc outlay which, in tho rcviscd estimatce, is placed comiderably 
higher at  Rs.397.23 crorcs ns colnparcd withRs.276-61 crores in tahc h~idget estimates. 
T h i ~  increase of Hs.120.62 crores in the defence expenditrue on revenuc account in 
almoat wholly accounted for by a rise of Ra.118.63 crores under the category of 
ludia's Wnr ~ e ~ s u r e s .  Defence expenditure on capital account registered an 
increase of Rs.34.81 crorcs from Hs.24-GO crorciq to R.9.59.41 crores, mainly as a 
remilt of demands for new airfields and the l~unp sum payment, of Ks.20 crores under 
tho Agreement relating to ' Non-effective Chargen ' with Hirr Majesty's Govcmment. 
referrcd to later. Total Governmental outlap on war are placed at  Rs.896.17 
crores, including Rs.439-53 crorcs rccovcrrrble from the British Government under 
tohe Financial Settlclncnt of 1940. Tho rcvised dcfenco estimatca on revenue account 
provided ior larger costs during the year on account of reciprocal aid to the United 
States. As a result of particularly heavy demands from the United States forms 
itl Indin for goods and &ewices, the value of ~ ~ i c h  aid amounted to Rs.76.33 crorerl 
as against Rs.35-11 crores in 194344 and R6.12 crores in 1942-43, the progmsivc 
total to the end of 1944-45 being estimated at Rs.124 crores; provision for Ra.70.34 
crorm towards the cost of such aid is made in the budget for 1946-46. &I against 
theaa commitruents, the value of total receipts by India under lend-lease anange- 
rnentts to the end of 1944-45 is cstirnatcd at  Rs.615 crorea; the portion of the 
lend-lease aid for which India would have had to provide a t  hcr own expense (under 



the Financial Settlement of 1940) is placed at  Rs.lM crore.9. An cxplaind by the 
Finance Member during the discussion of the hndgct for 1946-46, the principle 
adopted in allocating le~ld-lease aid (reoeived in India, RR between the U.K. and 
this count.ry) was that the allocation went to the Govermnent to which the financial 
benefit accrued. Tndia thus incurred the  obligation^ ~ssociatcd mit.h lend-lease 
only in respect of aupplies for which, but for lend-len,sc, ~ h c  would have had to 
pay. Thc value of lend-lease aid to bo received by I n d i ~  during 1045-46 on her 
own account is expected to approximate l o  the a11iou11t of reciprocal nid to be 
extended to  the United States. 

Lhiring the year, as a raai~lt. of negotiations wilh His Maje~ty'a Govcmme~lt 
an agreement was reached in rognrd to the allocation during the war of ' Non-effective 
Charges' in respect of pcmiolls and gratuities paid to personnel of the defence 
services and t o  thcir dependants. This apemcnt  provide8 for a lump sum payment 
ou its tcminat.ion of £15 million in respect of India's linbility on ' Non-effective ' 
acmunt as on tho let April 1939, and for nn annual papme~lt of f 1.35 million from 
that date. The 'Non-c%cctive ' agreement ie to he GO-tcrminous with the w i n  
Financial kttlcment of 1940, and a provision ha9 bccn made for the uegotiation 
of a frcah agreement thereafter. Inclia has, however, made the Iunip pmymcnt of 
f16 million in advance on thc lat Fcbruary 1948, and in connideration of this, the 
country's annu l  liability of ff.1-35 million hae been redaced by f4M),000 to f900,OOO 
from that datc. 

Civil expenditure ~howccl an incream of Rs.29.05 croree from Rs.86.37 
ororea to b . l l 5 . 4 2  crorcs mainly as a result of (1) the grant by thc Govcrnmeut 
of Iridin of nn m-gratia subvention to the Covcrnmcnt of I)cngal of half of the direct 
coat of t,hc famine, nubject to la maximum of h . 1 0  crores of which Rs.3 crores had 
already been adiuntcd in 1943-44 ; (2) yroviaiotl of Ra.10.25 (wren for paying 
cornpeneation for dnmagea resulting from t,he explonion~ in the Bombny Docks in 
April 1944 (the question of allocation of this cxpcndituro bctwccn the Oovement  
of Indin ancl His Majesty's Govon~ment is ~liider consideration) ; (3) irioreesed 
cxpcnditure resulting from the ncloption of measures of stabiliaation of prices ; 
(4) increases in dearness and otbcr allorvances and (6) contribution of Rs.l.10 cror- 
to UNRnA during tho year out 01 India's total contribution of Ra.8 orores, the 
balance bbeing providcd for in the budget for 1945-46. 

The improvcmcnt in revenue receipts is mainly accounted for by larger 
collections under Taxes on Income, higher rec:r.ipte under Custom and continued 
rise in the receiptn under Currcncy and Mint,. Total collcdiolls under Taxer, on 
Income (including provinces' share) rose by Rs.27 50 crores from Rs.182 - 50 crores 
to Rs.210 crorcs. This increase was entirely the result of larger collections under the 
Exccss Profits Tax which expanded, following the speeding up of assessments, by 
H8.32 crorea from Rs.78 crores to Ra.110 crores, while ordinary collections under 
Corporation Tax and the Bmharge under Incomc Tax showed declines rcapectively 
of Ra.1-97 crores and Re.3 crorcs. In asswing tho anti-inflationary effect of the 
wartiinc incrcascs in income taxation, i t  should be remembered that the budget 
figures do not include the varioue compulsory depoaita under the Exma Profits 
Tax and I~icome Tax, and  collection^ undcr the " Pay-as-you-earn " schcme, the 
last being placed approximately at Hs.60 crores for the. yw. .  The improvement 
under Customs of Rs.12 crores lrom Re.28 crores to R.s.40 crom resulted mainly 
from the larger importation of oonsumer goods and railway plant and rolling stock, 



the lattei account,ing for Rs.2.80 croroe of tho increase. Ae agaimt this, there was 
a shortfall of Rs. 1 ~ 8 3  crorea under Central Excise, tho rcceipts from which declined 
from Rs.40.90 crorca t o  Rs.39-07 croree mainly under tobacco. Another head to 
register a decline waa Poats and Telegraphs, whose net revenue was placed at Rs.9.32 
crores agaimt Ra.ll.31 crores in tho Budget. The contribution by Railways 
t.0 general revenues has been placed at Rs.32 crorcs (uide para 35) as against 
He.31-18 crorcs in tho budget. 

32. Budget Edimate~, 1'345-46.-With the defcnco expenditure on revenue 
account a t  about the same bvel as in the revised eatimatea for 1944-45, the budget 
-timates of revenue and expenditure for .194546do not show.tmy markcd variations 
from the revised figures, bcing placed at rts.353.74 crorea (excluding new taxation) 
and Ra.517 -63 crores respectively as againat Rs.356 -88 crorea and h. 512.65 crores 
in the revised eatimatea. The prospective dcficit of Rs.lG3.89 crores is proposed 
to be mot to  the extent of Rs.8.60 crores by addit.iona1 direct and indircct t.axation 
and the rest by borrowing. 

Estimates of defcncc expenditum on revenue account amount to  Ha.394.23 
crorea, and account for 76 per cent. of the total expenditure compared wit.h 78 
per cent. in the previous year. As compared with the rcvised eatimatea, the budget 
provision under India'a war measures at Ra.328- 51 crorea shows a decline of Rs.5.71 
croreA, partly a~ a rcsult of a decrease in the " ceiling " forces ncccssery for the 
defcncc of the country. Agaimt thie, there is an incresse of R9.2.84 erorw under 
rise in prices due to tho grant of i n c r m  in pay and allowances sanctioned in tbc 
previous year. The total defenco expenditure including the capit.al portion is 
placed at Ra.411.99 crorea against Rs.4M.M c m m  revised. Tho lower coda of 
defence in 194546 are mainly sccounted for by a reduction under the capital portion 
from Re.69-41 crores in 1944-46 to Rs.17.76 crores in 1945-46. Of the decrease of 
Ra.41.65 crom in the budget for 1945-46, Rs.20 crores is accounted for by the non- 
recurring lump sum payment under the Non-effective Agreement included in the 
r e v i d  est,imate~ for 1944-45 (vide para 31), and the rest k mainly account,cd 
for by the practical completion in 194445 of the programme of airfield const.mction. 
The particdam of defencc capital expenditnre sinca this head was first introduced 
in 1942-43 are ahown below. 

TABLE 12. COMFOSlTIOEi OF DITENCE WMDITURE ON CAPITAL ACCOUNT. 

(In croren of rupwa) 
Aotuds Act& IIavised Beget 
1W2-43 1893-44 Estbtae  Estlmatea 

1044-Gi 1W-46 

1. Air ForcbAirfields . . . . . .  23-34 14-87 15.80 2 . a  
2. Capital Outlay on 1 n d a s ~ .  'Expannian . . 6-71 3.32 3-a4 1-66 
3. Reoipml Aid-Me& . . . . . .  8.68 15-34 16-20 10.74 
4. New Construction8 for the Royal Indian 

Navy . . . . . . . .  3-38 0.65 1-00 0.50 
5. Capitul 0u&; oa Tale-oornm~nicstion 

mheme . . 0.08 3-81 3-98 2-56 
a. Ca i td  Outlay on ~ k d d ' ~ o d e ' A r a t i &  

%h . . . . . .  11-44 . . . . . . 
7. Lump ram p p m t  to E M. G e n i  

Mder the " Nondectire " i5gmement . . . . . ZQ.00 . . 



Tho civil expenditure a t  Re.123.40 crorca ahowa an increase of Rs.7.98 crores. 
Thie is principally due to a rise of Ra.11-34 crorea from Rs.22.61 cmres to Ra.33.95 
crorea under Interest. Interest on rupee loam shows an inoreaae of 338.9-15 
crores over the revised and refleota the full yeat'e effect of borrowings in 194445 
while allowing for furt-hcr net borrowings next year antioipatd to amount t,o Ks.360 
crorca. 

The variations in the important heads of revenue (including ncw taxation) 
arc indicated below. 

TABLE 13. QdPORTANT ftEADS OF REVENUE OF TEiE GOVERNMENT OF INDIA 
(In aroma of m p )  

Inore*ee( +) 
Decrwse(-) 

Ha& of Revenue 1938-39 1843-44 1944-45 194646 h1W-16 
Aooonntr Amount8 Budget fLevimd Budget over mvkd 

utimrter 
for 1 w 4 s  

Cuhmr, .. .. . . 40.51 26-20 28.00 
~ontdExch'&t ios . .  .. . . 8-66 27.42 40.90 
Corporation Tax .. . . 2-01 51-45 81-01 

(h- ~rofita T;) . . (39.80) (66.00) 
Tax- on Income other th;;n cd;. 

porntion T u *  .. .. 16.24 77-69 100-89 
(Excess Profib I(;;) . . . . (13.71) (13.00) 

Gnrranoy and Mint . . .. 0:58 9.87 9.0V 
(Pmfite of the Reserve k n k )  . . (0.20) (7.50) (7.50) 

Rrilwaym' Contribution . . . . 1.37 37.64 31.18 
PabandTelegtapb .. .. 0.19 9.03 11.31 
Totaltexrdrenu~ .. .. .. 76-36 193.22 282.46 
Pemntpge of Toxw on Income to 

totsltaxrevenue .. .. .. 22.6 68-8 69.6 
including provinm' share. 

The lower estimates of colleotione under Taxea on Income in the budget are counter- 
balanced by improvement in the expeoted yield under Cwtonu and Excise. Total 
receiyta from Taxes on Income at h.190-50 croroa am lowor by Rs.19.50 crores ; 
Cuatoms aro plarmd highet by Re.lB.25 crores and Central Excise Dutiea by Rs.9.52 
crores, receipts from these in the budget estimates being placed resptively at 
He.65-25 crores and Ra.48-59 crores. The entire lose of Re.19.60 crores under 
Taxea on Income has been on account of lower yield a t  Re.90 ororea under the 
Exceas Profits Tax as a mult of tho opetntion of various oontrol measures introduc- 
ed to  curb excceeive profita. The &her estimates under Customs are baaed on the 
expectation of larger imports, and improvenler~t in Excise ia accounted for mainly 
by an increaae of Re.3 crores anticipated undcr tobacco. Tho contributions from 
Railwaya and Posts and Telegraphs are placed respectively at Rs.32 croree and 
Rs.ll.86 crores. 

The Indian Financo Act of thc 31st March 1945 provides for the following 
new measures of taxation. 

(I) an increase in eurcharge on slabs of income above Rs.16,,,000 and on 
incomes taxable a t  the maximum rate, estimated t o  bring Rs.1-25 croms. 
(This roprcsenta the net yield out of a total eatimated yield of Rs.4 
crores after deduction of the estimated lose in revenue on account of the 
exemption from inoome-tax of one-tenth of earned income referred to 



(2) an increase iu the exciw duty on the highest. class of flue-cured tobacco 
and also nn increase, in thc ratso of duty on flue-cured tobacco intended 
for any purposcs othcr than tho.% specified in the e x c k  tariff, estimated 
bo yield Ra.3.0 crores, 

(3) an increase in thc standard rate of customs dut,y on unmnnufmturetf 
tobacco and the mtea for relat.ed items---cigars, cigarct.tcs and msnu- 
factmred tobacco, the estimated nddition to revenue king Hs.2.4 crores, 
and 

(4) nn increase in the rate charged on postal parcels, in the surcharge on 
telephone rentals and that on trunk call fees, and in the surcharge on 
ordinary and express telepms, with an expected return of Iia.1-35 
(;roreB. 

It is proposed to continuc, tho cxcrm profits tax at the existing rnte of 663 
per ccnt. together with thc twhemc of compulsory  deposit.^, for further ycar upto 
the 31 st March, 1946. 

A feut,urc of thc budget was the recognition of the practice prevailing in 
countrim Iikc tho United Kinbylorn and the 'C'mitcd States of merentieting, for 
incorno tax pulrpo~es, between earned and uncnrned incomes. The Finance Act 
provides for an exemption of one-tmth of anrned income, subject to a mnximnm 
reduct.ion in t.he amount of tnxablo income of Rs.2,000, and tho Incomc Tnx Act of 
1922 has been amcndcd nccorclingly. The exexnption is only in rcspect of income 
tax nnd not. eupcr tax and ~ E I  limited to incorno derived lrom personal exertion. 
Furthcr mcasures of relief from inconle tnx acre also proposed to help m-cquipn~cnt, 
and rehabilit.ation of industry on the general limes of the provisions in the United 
Kingdom Finance Act of 1944 in respect of current ~xpcnditlue on scientific research, 
und research cxpcnditure of a capital naturc over a maximum period of five 
yeam. 

As regarda rcconstn~ction finance it was pointed out by the Finauce Merrlber 
in Ltl Budget Speech t.11at t,he t h t  year or two at, lcnst after the termination of the 
wnr will bc for thc Contre yeare of heavy dcficit on revenue account ; post-war 
planning on thc requisite scale would involve huge outlays, and the fullcst develop- 
ment of t,axalion rcsourw, both Ccntml and Provincial, wnu the h t  pre-rcquiitt! 
of sound recomtruction finnncc. Some of the yowiblc ~ W C S  of additiowal revenue 
in t,hr p t - w a r  period mentioned by the Financo Member are death dntics, taxatmion 
of ngricultural incomes by the provinces, doveloprnent of the snles or turnover tax 
on a country-wide basis and increasing reliance on Central Excise as an iwtrument 
of commodity taxation, higher rcccipts under which will part,ly conlperlsste n possible 
ehortfall under Cuntomv after the initial post-war years. 

In the last year's Report a mfcrence wae made (vide para 11, p. 18) to on 
arrangemeut under which tho British Government had a p e d  to wt asidc for 
purposm of India's post-war devdopment from 1944-46 onwsrdlt each ycar a part 
of tho United Stsates dollars accruing from the excess of India's exports over import8 
from the United Stat.es. I t  IIU sincc been decided, on thc basis of current figures 
and tendencia, to accept on t h i  account an amount of $20 million for the alcndar 
year 1944 and n similar amount for 1945. 



33. Railu!ay Budgel.-The following table compwtres the budget estimates of 
State-owned Railways including workedlines, for 1946-46 with the budget and r e v i d  
estimates for 1944-45 and tbe actctunla for 1943-44 nnd the prc-mar yoar 1938-39. 

TABLE 14. REVENUE, ExpENDrI'URE AND RESERVES OF INDIAN RAILWAYS. 

(In crorce of rupcon) 
1944-46 

1938-39 1943-44 1945-46 
Budget Revised Budget 

Gross Traffic Rcceipte . . . . . . . .  09.62 1,85.45 1,82.00 2.14.30 2.20.00 

Total working Expene~e . . . . . .  69 - 18 I ,08.64 1,14.28 1,47.49 1.69.87 

a. Net Traffic Recftiptr . . . . . .  30.44 76.59 67-72 06.81 W.13 

b. Net Miscellnneoun Receipta . . . .  0.23 2.78 3.05 3-01 3-77 

Net Revenue (a + b) . . . . . . . .  30.67 70.37 70.77 (DaRS 03.80 

. . . .  Contributions to l&nernl Rovenurs 1.17 37.W 31.18 32.00 32.00 

Contributions to Hailany Renewe Fund . . . .  13-20 10.84 10.01 4-51 

Total cxpenditurn c l 1 q m 1  lo capital . . 2 . ~ 3  8.71 28.70 30.88 0.50 
Total expenditure chtlrgi-d to Dcpmintion 

F u n d . .  . . . . . . . . . .  7.08 0.64 23-00 19-30 22-50 

IV. Lbpreciatioo RcrerveFund . . . .  19.61* 82-07 87-93 92.30 98.09 

. . . .  Net uucwtions during the y ~ n r  5.4H 10.23 -5.88 5.79 -5.38 

Tllc accounts for 1943-44 showed a record eurylus of R3.50-84 crorcs which 
was higher than thc revised estimates by Re.7.07 crores, dl10 mainly to increased 
receiptx during thc last quarter of that year i~nder passengers and parcels traffic. 
Out of the surplus, Rs.37.64 crorcs wcnt to general revenues and Tb.lS.20 crorcs 
-9 transferred to the Railway Hcserve Fund, raising the buhncc in that Fund to 
lis.22.55 crores. 

The year's worki~lg dnring 1944.-43 disclosed a further increase undcr both 
rcccipts and expemes. Tha ratc of h~crease in coaching (mainly psscngcr) traffic 
carings continued to bc considerably higher than in goods wminge. As compared 
with 1943-44, the fonncr showed, according to the revised c~timatcs, a r k  of 25 
per cent.. against 8 por cent in the latter, t8hc pcrccntngc increases in them over thc 
earnings of t,hc pre-war year 1938-39 hcing 214 and GG respectively. The reviRccl 
estimates for 1944-45 placed total br&c receipls higher a t  Rs.214.30 crores as 
against Rs.182-00 crorcrt in the budget., larger wr ings  from coaching traffic 

Incledcs Rs. B Inkhu on awouut of loans to branch line compnierr nncl alao R9. 31 Iakb on sccount 
of investments in branch h e  ohams. In 1042-43 these amounts were t.mnofed to the Railway 
R e m e  Yund investment Account. 



estimatee, t.hc increaaee being most marked in Bengal, Madras and Bombay. 
Receipts and expnditure under the reviscd were higher by Rs.13-68 crores and 
Ra.16.67 cmrm re~pectively in Bengal, by Rs.10-16 crores and Rs.10 orores in 
Madrna and by Re.7.22 crorca and Rs.6-34 crorcs in Bombay. Tho continued 
rim in provincid revenues is accounted for by hqher tax revenuea resulting from 
enhancement of oxiating rates of taxes and new wartime levies, improved receipts 
under land revenue and a rise in the provincial share of the divisible pool of income 
tax under the Niemeyer Award. New taxation measuros introduced during 1944-45 
included a Bales Tax in Bihar and an Agricultural lncomo Tax in Bengal, while 
there have been enhancements in ratea of registration feee and atamp dutiea in 
Bombay and excise dutier, in IBenb-1, the Unitcd Provinces and Madras. The Sales 
Tax wae introduced in Madraa in October 1939, in Bengal in July 1941, in the 
Punjab in October 1941 and in Bihar in October 1944. In M W ,  the i n c r e d  
receipta undor E x c k  from Its.7.38 crorea in the budget to Rs.12.87 crorea in the 
revised estimates accounted for more than half of the rise in revenue. The com- 
modity and comumption taxcs have imparted a mcwure of resiliency to provillcial 
revenuea, tbc proportion of total provincial land revenue receipts, marked by 
comparative rigidity, t o  aggregate revenuc declining from 31 per cent. in 1938-39 
to  15 per cent. in 1944-46. Provincial expenditures have increased in partas a 
result of higher costa of adminhttrtrtion and outlays in respect of dcameerr allow- 
ance, grow more food campaign and other stabiliaation measures ; tho principal 
o1emcnt.e of the rise in provincial cxpnditure, howevor, have been the enhand 
provisions for nation-building activities and the earmarking, particularly during 
the bl two years, of large s u m  for post-war recomtruction. 

Except in the c u e  of Bengal, tho budget estimates for 1945-46 more or Iew 
follow the revised estimates for 1944-46. In Bengal. revenue and expenditure arc 
budgeted lower at Rs.28-79 crorw and Rs.37.39 crores respectively aa against 
Rs.36.66 crores and Rs.47-01 crorcs in the revised. The deficit of Re.8.60 ororee 
in Bengal for 1946-46 is tobe ascribed largely to losses amounting to Re.2 - 27 crores on 
subsidiseci sales and to henvy expenditure on rolicf measwee. AJlocatiom in the provin- 
cial budgets for 1945-46 for beneficent departments totnl Rs.43 croroe agaiust Rs.40 
croren revised for 1944-45 and Rs.19 crores in the prc-mar year, with a fa11 in Bengal 
to  Ra.7-53 crorea from He.8.69 crores. In Madrae, the budget provides for the 
introduction of an Agricultural Income Tar on incomes over Re.5,000, est.iwted to 
yield Ha. 60 lakhs. Bullion and specie which were inclndcd under the Madras 
aeneral Sales Tax as amcnded on t.he 1st April 1'344 have bccn exempted with 
e h t  from the 1st April 1940. The United Provincw budget proposes the 
impmition of a Saleu Tsx. 

The total of the varioue types of provincial reconst,ruction funds is expected 
to aggrcgrrto more than Rs.60 crores at the cnd of March 1946, of which fCs.20 crores 
is provided for in the ludgeta for 194546, including He.10 cmres in Madrae, 
Rs.4 .O crores in Bombay and Ra!2.56 crores in thc United Provinces. 

35. Stduedioru and Paymenis from the Cen1re.-Tho table on page 66 shown the 
subventions and othcr payments made by the Centmil Government to the Provinces 
niuce 1037-38 in t e r m  of thc Government of India (Distribution of Revenues) Ordor 
of 1Yd6 as amended in February 1940 and eubsequcntly. The amended Order 
enablod tho Centre t o  retain from the provincial moiety, for each of the thrce yearn 
beginning with 1939-40, a sum of Ra.4) crorcs in nddition to it6 own share of the 



a c c o ~ t i n g  for over 60 per cent. of the entire increase. Total working erpenaes 
(including depreciation and payment8 to  worked linee) are placed at Re.147.49 
crores ngainet Rs.114-28 crores in the budget erctirncrtm. The steep rise here is 
mainly the result of a special wartime arrangement under which a major portion 
of expenditure of a capital nature, whioh had hitherto been debited t o  ' Capital ' 
and ' Depreciation Fund ' accounts L to bo debited from 1944-45 o n w a d  to current 
revenua, Thne, out of a total estimated expenditure of Rs.94.75 crores iu reapect 
of wagons and locomotives in the years from 1943-44 to 1946-47, there will bo a 
debit of R8.61) crores to  working expenses ; there will be another debit against 
current revenue of Rs.# crom on account of military eidings and other works. 
Of the total debit of Rs.66 croree to working expenses, Re.24 cram will be in 1944-45, 
Rs.30 croree in 194646 and Ra.12 croree in 1946-47. To onable the Railways to  
finnnce this special liability and with due regad t o  tho nee& of both the general 
revenum and Railways, it, has been decided to stabilise the Railways' contribution 
to the general revenues at RB.32 cmres in 1944-46 and in 19-45-46, instoad of dividing 
the surplus in tho proportion of 3 : 1 in terms of the remlution passed by the Central 
Aseembly in March 1943. Tho net surplus for 1944-45, after paymeut of interest 
chargee, is estimated at Rs.42-01 crorea of which general revenuea will roccive Rs.32 
crores ; the balance of Ra.10-01 crores (of which Ra.5 crorea ie oarmarked for arrears 
of msintenanco) is proposed to be carried to the Railway Roserve. 

The budget estimates for 1945-46 placa total tra5c receipta and total working 
expensea at Ra.220 crores and Ra.169-87 crores respectively, as compared with 
Rs.214-30 crom and Rs.147-49 ororea in the revised estimates for 1944-45. The 
net surplus after payment of interest chargea is phcd  at Rs.36.51 crores of which 
Rs.32 croree will accrue to general revenuea and the remaining Rs.4.51 crorea to 
the Railway Reserve Fund which is mtirnated to amount t o  Ra.29- 10 crores at the 
end of March 1946. 

34. ProOiW Bwlgeta.--Statemellt IX ehows receipta and expendhue 
on revenue account of the province8 for the yeam 1943-44, 1944-45 and 1945-46. 
The following table contains a comparison of the combinedresult.s for nU  province^ :- 

(In Iakha of rupee~) 

Total net eurplwr (+) or deficits (-) . . -1,02 +U,46 -2.19 -7,27 -3,b7 

Ae the above table B~OWR,  revenue receipts for all provinces rose by 137 per cent. 
Letween 1938-39 and 194446 f m ~ n  h.84.74 crores to Rs.200.78 crores. .Under 
conditions of wartime affluence r e ~ ~ l t i n g  from higher prioea and ampler taxable 
capacity, provincial budgets continued to ehow expansion in revenue and surpluses 
in most caw,  with tho not.able exception of Bengal. The revised estimates for 
1944-48 of revenue and expenditure wem in aU cam higher than under the budget 



divisible pool of incomc tnx, Tlh crrrangement mas cont.inued by amendmcnt~ to 
the Order in April 1943 and each of the followhg years. Statcmcnt X showe 
fuller particulam of the  payment.^ in rcspcct of each province. 

(In cmm of nrpeee) 

Inoome tux Jnb Duty Subventions Othor grsnb- T a d  
in-aid 

Tho steep rise in the ~hnrc of income tax accruing to the provinces since the 
outbreak of war continued during the year undcr review. The divisible pool of 
income tax and the shlrrc of the provinces estimated a t  Ra.56.38 crores and Rs.23.69 
crores rayectivcly in the budget for 1944-45 were highcr at Rs.61.13 crores and 
Rs.26-66 crorcs (inclubg Re.49 l a b  on account of the previous year's arrears) 
in the rcvised  estimate^. Owing to an expectcd decline in incomo tax receipts 
(ulde para 32), the divisible pool at Re.fi7-07 crores in thc budget for 1945-46 
shows a decreaee of Rs.4.06 croretl over the revised receipts during 19444, and tho 
upward trend in provincial incomc tax receipt8 appcara to be arrested, these receipts 
being placed lower at R8.24.04 crorea arc compmd with Rn.26-56 crores, aa detailed 
below. 

TABLE 15. DMSIELE POOL OF TAMES ON INCOME AND DIS?RIBUnON 
BElWEEN THE CENTRE AND THE PROVINCES. 

(In lakhs of mpocs) 

l tW4-4G 1 W - 4 5  1945-46 
Budget Rcvvised Budget 

Tom fkxos on income other than Corporation Tax, 
uxclndjng Centml G d r g e  . . . . . . . .  6!2,39 68'30 6&33 

DoductPortion attributable to tuxu on federal 
emolomeuts and to Chief Commissioncra' Yrovincuv 
and miuca11rrneous roceipte . . . . . . . .  6.30 6,87 6,83 

Deduct a h r o  of ooet of collection . . . . . .  G5 30 43 

Divisible Nut proceed6 of Income Tsx . . . . . .  G0,38 61.13 67.07 

Deduct amount retained by the Centre1 Government . 32,69 35.06 33,03 

Amount pyable to provincae . . . . . . . .  23'09 26,07 %,04 

.... Add previous year'e arrem . . . . . . . . . . . .  49 

23,60 26'66 24,M 



In view of the cost (part of which will be pnesed on to the provincce) of exemption 
from incomo h x  in respect of earned income (vide para 32), the provinces are 
expccted to receive actually Rs.23.29 crores instead of the amount budgeted. 

The eharo of the jute export duty aasigned to the jute producing provinoee 
rcmaina unchanged a t  Re.I.40 croretl in the budget atimates for 1946-46 as in 
the revised estimatee for 1944-45. The grants of Rs.3 croree in 1943-44 and Rs.7 
crores in 1944-46 mpreaent the ex-grdk aubvcntion to Bongal to  enablo the province 
to meet tho heavy e m t r u e  on famine relief. 

B. PUBLIC DEBT 

36. General.--The outatanding features of the public debt of India brought 
out by the table a t  the beginning of thia chapter are a 51 per cent. increase in the 
total intorest bearing obligations of the Government of India (including unfunded 
debt and depoeits) ; a steady riee upto 1942-43 in the amount of terminable and 
non-terminable loam, partly ies~icd in conneotion with the repatriation of sterling 
loane, followed by a msrkedly quicker incream in tho subsoriptione during the laet 
two yeam ; a very coneiderable increase upto 1942-43 in the volume of floating debt 
represented by treasury bills outstanding to about six times their pre-war amount, 
largely h u e d  on aooount of the repatriation of eterling debt, and a heavy decline 
in that volume during the last two yeare pan' passu with the large increase in the 
volume of fundcd dobt ; a dwline upto 1942-43 in the amount of small savings in 
Post Offico ~urvings bank depoeits, cash andsavinge certificates, etc., followed by a 
rclntively rapid recovery d u r i ~ y  the last two years ( p f i r i l y  owing to the introduo- 
tiou of national mvinge certXcrrtes). The practical elimination of sterling loans, 
which before tho war aotually exceeded the volumo of rupee loans, ie also indicated 
in tho above table. 

(a) GOVERN~CENT BAUNCES AND SHORT-TERM BORBOWXNO. 
CENTRAL GOVE~WENT : 

37. Bubnccs.--Statement X I  shows the balances of the Central and Provin- 
cial aovernments scpnratoly with thc Rwrvo Bank of India and a t  Government 
Treaauric~ at the end of each month during 1944-46. Tho marked rise in the 
Central Government's balances during the year under review red- tho incroaaod 
extent t o  which the expcndituro on AlLied account is covered by the proceeds of 
local borrowing. It also results from the advnncc paymcnte of income tax, the 
deposita in respect of the excess profita tax and of some import4 commoditiee on 
Government account against debita in sterling and the proceede of eale of lend-lease 
dver. The t e n d  towarb a rise in tho avcragc level of month-end balances maintain- 
ed by Qovernment n o t . i d  during 194344 bccamo considerably pronounced in 
1944-45, when tho btalancea thoughout stood at a far higher level than during the 
companding month of the previoua year and maintained o consistently upward 
trend during moat of the year. The amount of balances increased from tho provioua 
year-end level of Rs.83.49 cron!~ to  Ra.108-37 crorea a t  the end of July, Re.184.80 
crores a t  the end of September, and Rs.250.83 croree at the end of December, closing 
with R record position of Rs.268-79 crorea on the 31st h h  1945. The average 
of monthly balancee during the ycnr was Re. 173.69 crores being nearly six tirncs tho 
8Ver8ge for 1943-44 at R8.30-26 croree. The highest, lowat and average month-end 



halances of the Central Government for tho last. six y c ~ m  togother with tho closing 
balances are shown in tlru table below :- 

1 ~ 1 - 4 2  . . . . .. as,as 6.40 16~77 16~16 
(Irebrurcry) (June) 

194344 .. .. .. 83.4\) H,%9 30,45 83.49 
(March) (June) 

38. Treasury BiUs.--Details of the tra~xmctions in Central Government treasury 
bills since 1918 are givcn in Statement XII. Particultmi of the weekly aud monthly 
transactions in them bills during 1944-45 aro givcn rcspcctivcly in Stcrtcmenb XTlI 
and XIV. The main trends iu treasury bill finance noticed during 1943-44 were 
projected into the year under review as ~hown by the continued reduction in out- 
standing~, comparativcly lnrgcr rcsponso to  t.cnclcrs and filrthcr casing of thc mtc 
offcrcd on thcse bills. From Hs.282.29 crores on the 19th Maah 1943, the total 
outs tandq treasury bills declined by Rs.171.68 orores to Rs.110-61 crores at the 
end of 1943-44 and further by f i .23-90 croren to Rs.86.71 crores a t  the close of 
1944-45 ; the amount of trensnry bilb outstanding with the public nt the close of 
1944-45 n tod  at Rs.36.83 crorca comparcd with R8.76.07 cmres a t  thc cnd 
of 1943-44 and Re.123.98 crorc~ at tho end of 1942-43. Tho total sales by 
tender during 1944-45 of Cent.1~1 Government treasury biUe to the public (there 
being no sales of intermediates) stood at Rs.229-28 crora as against Rs.396.19 
crorea (including Rs.36.48 crorcs by intermcdintca) in 1943-44. Tho amount 
offered weekly for tcndcr by the Bank averaged lower a t  Hs.4.85 crores per 
wcck during tho year compared with Rs.7-25 croree during 1943-44, while the ratio 
of applications to amounts offered worked out higher a t  219 per ccnt. during 1944-45 
as compared with 164 per ccnt. in tho prcvious year. Tho wcckly offor which was 
succetsively reduced from Rs.8 crorcs to h . 6  crore.9 on the 29th February 1944, 
and to Rs.4 crorca on the 22nd Pdarch was furlher lowered to Ra.2 crorea on the 
11th April. It was raised to Ra.4 croree on the 2nd May and to  Rs.6 crows ou the 
30th at which level it was maintained till nbout the end of Jlmnuary 1945, except for 
a period of six weeks from the 4th July to thc 8th Augurrt when it was lower a t  Rs.4 
croren. The offer was reduced to 33.0.4 crores on the 30th January followed by a 
further reduction to Rs.2 crores in the next week ; it was raised to Ra.4 crores on the 
6th March a t  which it remained t.iU thc cnd of the year. A p a t o r  advcmntagc waa 
taken during the yeor under review of the option given in July 1942 to subscribers 
to tender in lieu of payment in caah again& allotment euch treasury bills in their 



possession as matured between the day on which the tendcr rrcanlt was publiuhed and 
the day preceding the next publication ; the nmoi~nt of maturing troasury bills so 
offered in 1944-45 aggregated highcr a t  Hs.20.80 crores ae against Ra.16.50 crorcs 
in 1943-44 and Rs.8.31 crorcs in 1942-43. 

The amount of Centmil Govcrnmcnt trmeury bills sold in favour of tohe Issue 
Department of the Haerve Bank of India during the ycar aggregated Re.144.81 
crorea compared wiLh Rs.275-73 crores in 1943-44. The req11irement.e of the pro- 
vinces in regard to the inve~t~mant of thcir slirpllla funds in Central Govcmnicnt 
t,rcawry billu continncd to bc inct from thc hnldingr, of tho Issue Department, the 
amount thus sold being replaced by p~rrchascs from the Central Government a t  
tap. Similar facilities were also extended to the Qovernmeut ol Bunna, Custodian 
of Enemy Property and the Board of Commissionen of Curruncy, Ceylon. All the 
provinces except Asclam ant1 Dengal invetlted in the Central Government, treamry 
bills and the total of their invcutmcnts which rcmnincd a t  nbolit tho samc lovcl ns 
in 1943-44, amounted to Hs. 89-28 crores during the gear, the diares of the Punjab, 
Bombay and S i d  beiug respeclively Rs.21-80 crores, Rs.20.20 crores and Rs.17.95 
crores. The provinc:cs hcld at8 thc cnd of the year hills of thc valuo of R9.44-19 
crorea as again& liq.28.86 crorcs at the md of 1943-44. 

Easier moncy conditions than during 194344 chnracterised the year undcr 
review with larger amounts of floating fiincls sccking investment. Applications 
egpegatecl Re.551.49 crores in 1944-45 as against an oficr of Ka.262 crorce, the 
comsponcFing figures for the previous year being Es.628-69 crores and Ra.384 
crorca. l lxc~pt  in the first two weela of April 1944 arid again in the four weeks of 
January 1945 whcn thc biclcling at thc wcckly auction fell short of the amount 
offered, the applications rcmained msrkcclly abovo t,hc tcndcr limits. Thc partic- 
illarly Iow level of sales during the last week of December 1944 and three weeb of 
January 1945 is partly acconnted for by the rejection by the Bank of the greater 
part of tenders which it rcgardccl as unduly low, with a view to prcvcnting s temporary 
rise in the treasury bill rate. For exampIe, on the 28th Dcccmber, out of applica- 
tions of Rs.8-58 crores a8 against an offer of Ils.6 crores, b f i  of the face value of 
Rs.44-50 lnkhs were clold, tenders below Rs.99-13-9 being rejected. Similarly on 
tho 9th cmd lGth Jmi~ary  1945, when applications at Rs.l.39 crores and Rs.3.28 
crores repectively fellshort of tho wcckly offcr of Ra.6 crores. tenders below Tts. 99-13-9 
were rejected and bills worth Rs.91.75 l akh~  and Rs.141 bkhs only mere 
aold . 

The weekly average rate of h o u n t  of accepted tendon ma lower throughout 
the ycnr than in 1943-44 and worked out at the record Iow figure of lb.0-7-10 for 
the year as a g a h t  Ks.0-14-6 per cent. per m u m  for the previous ye?. The spread 
between the highest and loweat rates cluring tho ycar further m ~ o w e d  down to 
Ite.0-8-0 from Ra.0-9-5 in 1943-44 and Re.iL14-6 in 1942-43. Tho accepted tender 
rate rose from Re.0-12-9 per wnt. at the end of 1943-44 to Re.0-13-0 on the 14th 
April, the highest for the year. With the advent of the alack season tho ratc stcadily 
declined, falling to  Ra.0-5-11 on tho 2nd Juno. It moved up t o  Ra.0-8-4 on the 23x1 
June and fluctuated around Ra.0-7-10 upto tho middlo of Dec:emlwr. With the 
commencement of the busy wason, the rate rose to Rs.0-9-0 on tho 19th Januitry 
1946. It rcmaincd at this lovol till tho 9th February after which a declining 
trend set in and the rate elumped to Rs.0-6-0 on the 23rd Ifarch, the lowest on 
record remaining at this level at the cloee of the year. Tho following table givea 



comparativc trcssury bill rates for the scvcn years ended 1944 in India and 
certain other empire countries. 

TABLE 16. TREASURY BILL RATES IN TEE EMPlRE COuNlWI3. 
( p r  cont. per mnum) 

United C a n a h  Australia 8011th Indie 
Kingdom Africa* 

1938 Average . . . . . . 0.61 0.59 1.75 0.75 1-30 
1930 ,, .. . . . . 1-10 0-71 1-75 0.75 2 -01 
1040 ,, .. .. .. 1.03 - 0.70 1-50 0.75 1-21 
1941 ,, .. .. .. 1-01 0.hR 1-50 0.75 0.74 
1942 ,, .. .. .. 1.00 0.64 1-50 0.75 0 . M  
1043 ,, .. .. . .  1.W O.4R 1-46 0.75 0.06 
1944 ,, .. .. .. 1.00 0.30 1.25 0.76 0.67 

* Six months bills. 

$9. Yield on T r e m y  Bilk.--Tho following- table shows the averago t.me yield 
per ccnt. per annurn on Ccntral Government Treasury BilIs sold to the public during 
cach month of 1944-46 and 1943-44. 

TABLE 17. AVERAGE YIELD (MONTHLY) ON CENTRAL COW'. -Y BILLS. 

?"43L----. - l!ns-44 ----- 
Month. Baler. A vcmgc! Salea. 

(0001 omitted) 
w. 

(0000 omittul) 
@. 

April . . . . . . 6,'J3,25 0.79 40,08,25 1-10  
May .. .. .. 16,00,00 0 .54 43,74,50 1.06 
Juno . . . . . . M.'3'Jno0 0.45 47.10,m 1.04 
July . . . . . . 16,00,00 0.49 35.19.26 1.01 
A n w t  . . . . . . 20.00,00 0- 49 32.00,OO 0.93 
8cptfmhr .. . . 30,OO.Oo 0.49 39.06.60 0.85 
Octoher . . . . . . 24,00,OO 0 .  50 32,03,50 0.76 
Novembor . . . . 24,oU,OO 0 - 5 1  26.00.W 0.65 
Decembnr . . . . 26,53;25 0.61 24,W.OO 0.75 
January . . . . . . 8,04,25 0.56 2L),OI).O 0-58 
February . . . . 9,87,00 0.61 24,L)Y.M) 0.75 
Mnrnh . . . . . . 18.0U.W - .- - -- . 0.32 23.16,76 . .- 0 -  81 .--- 

Totd a . 229,27,75 0-19 396.18,75 0-90 

Tlle total rcalisations in renpcct of t.reasury billn during the year amount,ed 
to Ra.229 crores aa again~t tho aggregate face vuluc of sales of bills of Rs.229.28 
crorea, t,ho correeponding figures for the prcvionu year being Ite.395.30 crores and 
Rs.396.19 crorea. The monthly yicld, which was markedly lower thoughont 
the year than in the previous year, averaged 0.49 per cent.. as against 
0.90 per cent. in 1943-44. It fell from 0-79 per ccnt. in April, the highest for the 
year, to 0.64 per cent.. in May and further to 0.45 per cent.. in June. Iluring the 
folloviing eight months, the yield moved wit.hin a comparat.ively narrow range of 
0 49 and 0.56 per cent. and declined sharply to 0.32 per cent. the lowcst on record, 
in the cloaing month of the year. 

40. Ways and M e u s  Adma.-With the great improvement in the Govem- 
mcnt's ways and means position as rcflccted in the high level of their balancee, they 
had no need to approach the Bank for temporary advances during the year under 
review ; the total amount of such borrowings from the Bank had becn Re.31 crorea 
in 1943-44 se against Re.162 crorea in 1942-43. 



41. 13alances and Ways and Means  advance^.-Except for the month of October 
1944, thc agpegate balances of the provincial Governments with tho Bonk in 1944-45 
were on a highcr level than in the previous year (& Statement XI). Tho 
average of the rn0nt.h-end bnlancea for tho ycnr was highcr at Rs.17.52 crores as 
comparcd with Ils.12-86 crorea in 1943-44 and Ra.8-13 c r o w  in 1942-43. The 
year-end bdnnccs of the provincca aggregated Hs.29.90 crorea of which Bengal 
accounted for Ele.14.06 crores. The avcrnge of t.he month-end balances held in 
trmuriee during the year was also higher a t  HR.1.65 croree as again& TZs.1-14 crores 
in tho prcvioua year. The month-end balance wit,h the Bank of thc GovernmenL of 
B m a  averaged Re.94 khs  as compared with Ha.69 l a h  in 1943-44. 

Durii the year all the yrovhices, with theexception of the TJnited Provinces, 
Sind and the North-\Vest Ehntier I'rovinco, had recourse to ways and means 
advances from t.hc Rank. The dvancwa aggregated Rs.13-01 croros as compared 
with Ra.12.42 crorcs in '1943-44. Of thc total advanccs to  proviuces, h m  nvnilcd 
of tho largest, ~n)rtion viz., Rs.9.:%5crores,of which Rs.l.15 crorcs ren~tti~led outsl.and- 
ing at the cnd of the year. 'l'hc bnlance of Ha.3.6G orores reprewnting horrowinp 
by other provinces was repaid by thc end of the ymr. The Government of Burrnn 
borrowed Rs. 1 - 35 morcs during the year as spinat  He.3.94 crorea in 1943-44, and 
thero wore no oufatandingr9 at the and of thc year. 

42. Treasl~jr~ B&U.P.-Statement XV B~OH'S thc  ales of treasury bills by 
Provincial Coverumenta dl+ the year undcr review. Thctotalsalea of treasury bills 
by thc provinces showed n filrther increaao and amounted t o  Rs.53.50 crow u 
ugainst Bs.45.68 crores in 1943-44. Of the four provinces which resorted to short- 
tcrm borrowing, Bcngnl issued Ha.38 crores of bills, Amam Rs.16.50 crorcs 
and Mndrne and Orisw Hs.1 more each. Ae against Ks.17.30 crores in 1943-44, 
the total outst.andinga at tho cnd of the year amounted to  Hs.10 ororca of which 
Aswm accounted for R9.4.50 crorcs, Bengd for Rs.6 crores and O r h a  for Ha. 50 
lnkhs. The average yicld on provincial bib during tho year w u  lower at 0-56 per 
cent. compared with 0-98 pcr cent. in 1943-44 and 0-82 por ocnt. in 1942-43. 

(b)  LONO TERM DEBT AND OTHER BORROWING. 

43. Government of IIndia Loans.-Whilo Government have financed tho war 
mainly on a 3 per cent, bask, improvement in tho t c m  of borrowing has been 
secured through raising tho periode of maturity of successive freah iesuea. Thus there 
has been practically a switch over from a relatively short-dated loan, e.g., tho 3 per 
cent. 1946 Bonds issued in 1940 to a longer-dnted loan uiz., the 3 per cent. 1959-61' 
Second Victory Loan iaeucd in March 1946 ; Government's ability t o  float loam on 
progressively favourable t e r n  has contributed to  the ~tcaainees of the gilt-edged 
market and reinforced the polioy of cheap money. Considerable reliance h e  been 
placed by the Contra1 Government on borrowing during the last two yoars, tho total 
of rupee loans having risen from Ra.749 orores in 1942-43 to Re.1,007 crores in 1943-44 
and He.1,219 croree in 1944-445. In thc boaowing programme, defence loam have 
been supplomcnted by the issue of rupee counterpart8 of rcpatriaterl sterling loam ; 
of the sterling loans repatriated between 1937-38 and 1944-45 amounting to R9.431. 
croree, rupee countcrparte were issued t o  the pnblio in respect of Hs.224 crorcs 
or 62 per cent. During tho year under roview the additional fieouritiee made a d -  
able to  the pnblio included kuee  of two Victory Lmns, FivoYear Intereat-free prize 



Bonda firat iasucd on the 15th January 1944 and the 34 per cent. Rupoe  counterpart^, 
the sale of which wae resumed in October 1944. Besides, the National Savings 
Campaign started last year was actively pumued with the co-operation of the 
Provincial authoritiee and reaulted in increa~eci in the various forms of small snvings 
(vide para 48). 

The 3 per cent. Loan 1953-65 (the Fourth Dcfcncc Loan) which had been on 
tap since the 3rd July 1943 wae closed on the 31st March 1944, after thc totnl subscrip- 
tions had reached Rs.114.55 crores. In accordance with the Governrncnt'e amounce- 
ment of the 26th March 1944, a ncw 3 per cent. Victory Loan repayable at par 
on the 1st 8cptember 1957, wna issued with effect from t-he 1st April 1944. Subecrip- 
tiom to the Loan were to  bc roceived in cash without limit of amouxlt. The issue pricc 
for every He.100 nominal was fixed a t  Rs.100-2-8 during the first week, increasing 
thereafter at 8 pies pcr cent. weekly, approximating to the net weekly interest 
accruing. The loan continued to  he on tap until the 17th Febn~ary 1946 when it wee 
cloeed, the totnl subscriptiom nmounthg to Ra.112.82 crores. 

In view of the strong demand, especially on the part of b a n h  for 8 short-term 
investment, tho Central Government announced on the 2nd Juno 1944 the creation 
of a special ieeue of the exhting 29 per cent. Loan 1948-62 to  the extent of Rs.50  
croreci. Gimilarly, the requirements of institutional investors for a long-term scourity 
werc mct by the creation early in October of n third issue of the 3 per ccnt. F~mcling 
Loan 1966-68 to  tho extent of Rs.35 crores. Both t h e ~ e  hsucs continued to 
be available for snlo on Government account by the Bank according to the usual 
procedure for the sale of counterpnrts a d  special is~ues. 

Followhig the closure of the 3 per cent. First Victory Loan 1957 on the 17th 
February 1945, Government announced on the 13th March 1948 tho hue  of the 3 
pcr cent. Second Victory Loan redc,cmnblo at par not earlier than the 16th A u p t  
1959 and not later than the 15th August 1961, the othcr terms of the loan being tho 
same as for the First Victory Loan. The ht was opened with effect from the 19th 
March, and the total subscriptione upto the 31st March 1945 amounted to 
Ra.G,14,66,200. 

In response to  the demand mainly of institutioml investors, rupee countcrparts 
of repatrintcd sterling lo en^ wcrc also sold to the cxtent of R s . 1 4 . 9 5  crorcs bctwcon 
the 23rcl 0ct.ober 1944 ond the 9th Jariuary 1945.  outstanding^ (with the public 
and thc Bank) of thc various counterpnrts as at the end of each year since 1940-41 
arc shown below. 

TABLE 18. OUTS'TANDINGS OF RUPEE COUNTERPARE5 OF REPATRUTED 
STERLING LOANS. 

(In crorea of mpws) 
1940-41 1Ml-42 1012-43 1!W844 194445  

3 per mnt. I'sper . . . . 2.89 3.39 3.07 5-28 6.28 
:i 9 ,  .. .. 9.38 17.26 66-73 133.78 148.73 .. 192-47 .. .. 7-46 0.29 . . . . . . 
4) .. lUROL5.5 . . . . 18-12 8.08 8.08 8-73 6.74 
4 , 195848 .. . . 7.27 6 . M  6-84 6 .86 6.86 
4 .. 19-48-53 .. .. 6.36 4.72 6-02 5-02 6.02 
34 ,, 1954-69 .. .. 3-!M 12.24 12.32 12.36 12.37 
3 ,, 1949-52 . . . . 6.24 7.28 7.48 7.48 7-48 
3 ,, 1951-G4* .. .. . . l(l.05 16.79 16.79 16-70 
3 , 1D6346f . . . . . . 13.05 16-01 10.01 16.01 

Tabl .. 61-27 83.10 131.24 206.29 224.26 
-- -- 

Creobd rgainet ooavernion of 4: per omt. Loan 1960-55 for RI. 16,16,37,400. 
t Crated spinst converuion of 4)  per cent. Loen 1968.68 for Ra. 13,40,10,200. 



The following table shows the total eubsorifiions t o  variont, Defenoe Loans, 
different kinds of Postal and other small savinp, and i m u ~ ~  of counterpnrt~ 
made in connection with tho financing of the repatriation opcrationa during each of 
thc ywrs 1940-41 (the Defence Loan programme having been stsrted in June 1940) 
to  1944-45. Investments during 1944-45 amounted to  Rs.266-30 crimes aa against 
341.49 crorea in the preoeding year and accounted for 30.9 pcr ccnt. of the aggregate 
inveatment,~ a t  R9.867-76 crores during, the whole period of the programme. The 
lowcr figure for 1944-46 should be regrrled in the context of other anti-hfhtionary 
measures newly introduced during the year such RR the 100 per cent,. immobilisation 
of excem profits, " Pay-as-yon-cnm " incomc-tax coUcctions and thc mltx of gold 
and silver. 

1D40-41 

3 p r  cent. Six Year Defence Bonds :- 
(a) First ~ r i e l  . . . . . .  71 
(b) bcond serien . . . .  44,43 

3 pcr cc~it. Bccor~d Dcfc~~co Lohn 1049-52. 3.47 
T h m  Ycar Intcrcat h o  Bonds . . 2,:M 
3 per cent. h n  1961-M (Third 1)efenco 

h n )  . . . . . . . . . . . .  
R n p  Wunterprtr (Net h v c ~ t m n n t ~ ) .  01,27 . . .  3 per cent. b a n  1963.65 (Special lasue). 
3 per cent. Funding Loan 1986-68 . . . .  
3 ycr ccnt. Lonn 1963-66 (Fourth Dcfcnw 

Loan) . . . . . . . . . . . .  . . . .  Five Year Interest Pme Prize Donds . . . . . .  3 per aent. Victo J~oan 1957 
3 pcr cent. Boc~nrViotor~ Loan 1969-61. .. 

. . . . . .  2f pcr ccnt. Loan 1948-53 
Post Office C ~ s h  Certilicotes . . . .  -10,04 . . . .  lkfence Savings Certificate8 2,2H 
Nntionnl Savings Certificates . . . . . .  . . . .  rust OECC s~vings ~ o n k  -18,8i 

. . . .  Pust Mcc Dcfunco 8avingn Bank 

Told . . 85,86 

(In Iakha of rupees) 
1943-44 1944-46 Totd 

44. &paym.mt of Lm.--No Central Government loam matured for 
redempt.ion dnring thc ycar 1944-45. 

45. P~&&rn for Redudion of Debt.-Since 1934-35 a provision of Rs.3 
crores has becn m ~ d e  annnnlly from revenue for reduction of debt. Particulars 
for the last three ycare arc givcn blow :- 

(Tn bkha of rupees) 

Revised Hrrdgf~t 

1. Sinking Fund . . . . . . . . . . . .  95.04 95-04 95-04 

Total . . 3s40*00 3.00 - 00 3,W~oO - --- 
Inalndea mounts  bken up by the Government of India in their C M ~  Bahnce Investment 

Accorurt. 



46. C - d h  of Total R u p  cmd S&Zing Debt sim 1913-14.-Statement 
XVI givea the outstandinp of the rupee and sterling debt of the Government of 
India ne at the cnd of eaoh quinquennium from 1913-14 to  1938-39 and ae a t  the end 
of oach hanoial year thereafter. The terminable part of the funded debt is claesified 
according to the period of maturity. 

The total publio dobt of India rose from Rs.1,381-83 croree a t  the end of 
1943-44 to Re.1,609*66 crores a t  the end of 1944-45, of which the e te rhg  debt 
accounted for Re.37.80 crorea or 2.3 per cent. agnimt Rs.39.14 orores a t  the end of 
t.he precdmg year. The entire sterling debt a t  the ond of 1944-45 comprised 
Ra.34.20 crorea of loans (including Rs.20.62 crorea of British War Loan 1929-47 
on account of war contribution) and Ra.3-60 crorea of service funds. 

The total inter& bearing obligations (uide the Explanatory Memorandum on 
the Central Government Budget for 1945-46) increased by a . 6 4 2  crores from Rs.1,206 
crorea a t  the end of 1938-39 to  Ra.1,848 crores a t  the end of 1944.48 (revised). 
These figures include liabilities in respect of the British War Loan which romains 
suspendecl since 1931-32 and for accounting reasom the capital portion of t b  Railway 
annuities which were funded in 1942-43. Similarly the bnlancee of depreciation 
and r e e e ~ e  funds of Railways, Poets and Telegraphs and certain other depoeite 
mainly in respcct of the excess profits tax and the income t ~ x  aro also inclndad. 
Dcduoting liabilitiee in respect of these items, the total regular interwt b x h g  debt 
may be placecl at  Ra.l,668 crorea a t  the end of 1944-46 (reviaed) as compared with 
Rs.1,168 crorea at the end of 1938-39; according to  the budget eetimatea it ie expected 
to amount to Re.l,9lli croree at the end of 1946-46. 9310 total interest bearing 
obligations including &pita increased to  Rs.l,612 crores at the end of 1943-44 and 
to Re.1,798 crores at the end of 1944-45  omp pared with Re.1,186 crores a t  the end 
of 1938-39 or by R8.327 crores and Re.614 crorea reepectively. Aq against the 
total debt of RE. 1,848 crorca at the end of 1944-45, the w e t s  held by Covornmnt 
totalled Rs.1,316 crores, made up of (1) the capital outlay on Railways Rs.788 crores, 
(2) capit.al advance to ot.her Commercial Departments of the Central hvernment, 
Provinces and Statea R8.138 crores, (3) debt due from Burma Rs.48 crores, 
(4) dep0ait.s from His Majeaty'e Government for redemption of Railway annuitiee 
Re.29 crorce and (6) cash and scouritice held on treaaury account Rs.312 
crores. 

47. Cvnwsim of Governmen4 Promissory Notes inlo Stock Certi)ides, and 
Suh8idiay General L&ez AccounGs.-The investing public coatinued to  avail 
themelves of the faoilitien extended under the scheme introduced on the 1st March 
1942 for conversion (without charge) of Govcrnmont Promissory Noteain to  Btock 
Certificates and vice-verso. Convereions of Promissory Notes into Stock Certifimtee 
during 1944-46 amounted to Ra.44.95 crores compared with Rs.60.23 crores in 
1943-44, the total amount converted since the introduction of the acheme being 
Rs.276-33 croree. Reconveraione of Stock Certificates into Romiseory Notee during 
the year amounted to Re.18.44 crorcs n~ against Rs.18.66 crores in 1943-44 and the 
aggregate of Rs.49.76 cmres since the 1st March 1942. The facility allowed by the 
Bank for holding securities on Subsidiary General Ledger Accounts also cont.inued 
to be availed of by imtitutional inverrtore. The distribution nccordiq to  the form 
in which the total rupee debt is held by the publio ie indioatod in the table 
below :- 



Percentage to Total Rupee Debt. 
Stock Miac. (i.e.. Q. P. 

Q. P. N o h  Uertilicetoa S.G.L. A/o. Notes & 8tock 
hcld in London) 

Tbe initial preference shown by-many investors after the introduction of the 
free conversion eahoma for holding Government debt in the form of Stock Certscater, 
as against Promissory Notes appears to have worn off during tho ~uccecding years. 
The percentage of G.P. notes to total Hupee Debt which stood tat 26-60 a t  the end of 
1942-43 has gone up to  37-05 by the end of 1944-46, while that of Stock Certificlrtee 
has dcclind from 31.28 to  25.95. 

48. Post O&& Certi$xzles a d  Saving8 Bank Deppo~-ils.-St,ntemen XVII shows 
tho tramactions in Post Offico Five Year Cnsh Certificates since their inception in 
1917-18, Ten Year Defence Saving Certificates h t  introduced in June 1940 and 
Twelve Year National Savings Certiiicates issuedfrolu the 1st; October 1943 torepbce 
the Ten Year Defence Savings Certificates. Statement XVIII givea information 
regarding the Post Office Savinga Bank since 1913-14 and the Dofence Savings Bank 
which started operations from the 1st April 1941. Particulars of monthly transac- 
tions in the various types of small savings are given in Statement XIX. 

The net invcstrnent in all theso form8 of savings averaged Hs.3.37 crores per 
month in 1944-46 as against Ka.2.14 crores in the previous year. I11 December 
1941, with a view to liheralising the terms of i~sue of t,he National Savings Ccrtificatcs, 
Oovernment rcviscd tho rulcs first frsmcd in September 1943 in regard to ~ubscrip- 
tiona to these certificates. Under the new rules, the limit of joint holdings was raised 
from Hs.S,000 to Re.10,000, minors and charitable bodies of the nature of Truata were 
allowed to invest and holders were allowed to tender the certiiicatea in payment 
of Government dues. The new rulesalso provided for the issue of two fresh dcnomina- 
tionu, &Z. Rs.6,000 to mcd tho convcnianco of tho largo investor and Rs.6 to 
enco~irage the small saver ; maximum holding in respect of the Rs.6 denomination 
was limited to Rs.126 and the period of non-encarhability was fixed lower a t  18 
months agiinat 36 months in respect of other denominations. An amcndmcnt to 
thc rulcs of thc Post Office Savings Bank in Febmary 1945raised the maximum limit 
of deposits from Ks.l,M)O to H.s.6,000 during any h a n c k l  year. The total net 
accrual of various foma of e m l l  savings during 1944-45 was R8.40.38 crores as 
against Re.25-67 crores in 1945-44, detailed as follows. 

(In lskhe of nip-) 

Ihsh P~rtificatea . . . . . . 46,118 39,Ol 34.57 34,64 35,81 
Ikfence Saving8  certificate^ . . 2,20 4.35 G,56 6.97 6.42 
National Savinge Cert8ilicsts . . .-.. .... .... 8,66 28,03 
avinge Banks &piLs . . . . (i9,57 62,13 52.28 64.24 80.27 
Dcfcuac Suvings Bank Deposits. . . . .  I1 40 3,08 8,33 



The yield on tho P o ~ t  Oftice Five Year Cash Certificates, the Ten Year Defence 
Savingn Cerhificatcrr and the Twelve Year National Savings Certificates continued 
unchanged a t  2#, 3H and a per cent. (compound interest) reapectively. New invest- 
ments in Post Office Cash Certificates duringthe ycnr remained prncticnlly unchnngcd 
a t  Re.5-48 crores, while withdrawals a t  R8.4-31 crores showed a decline of Hs.l.12 
crorw over the prcvions year ; the amonnt outstandmg at  the end of March 1945 a t  
Rs.35.81 crores was higher than at the end of March 1944 by R8.1.17 crorcs. As 
regards Defence Savings Certificatm, rcpaymcnts during tho year mdcr reviow 
amounted to Rs.55 hkhe m d  thcir outst.mding amount decroaeed to  Rs.6.49 crores 
a t  tho cad of 1944-45. Investments in National Savings Certiticatea during the year 
amountcd to Rs.19 - 39 crores or 48 per cent. of the aggregate not accrual of Rs.40 38 
crorcs under the various f o m  of small savings, receipts during the last quartcr being 
nearly Rs.10 croree ; the outstandings at the end of March 1945 Rtood a t  Rs.28.03 
crorea as a g a h t  R8.8.65 crorcs at the end of 1943-44. Deposita during the year in 
the Post Officc Savings Bank at  Hs.43.76 crores were the largest of all years during 
the war period and their total amount out&anding rosc to  Rs.80-27 crorcs compnrcd 
with Es.64.24 crores a t  the cnd of 1943-44. Deposits in the Yoat Office Defence 
Savings B~l~nk alno incrccrsed to Rs.4.37 crores in 1944-45 as against Rs.3 - 50 crore. in 
1943-44 and Rs.29 l a b s  in 1942-43, the year-end outstnndings boing Rs.8.33 crorcs. 
Of the aggregate small savinp during tho ycnr the United Provinces accounted for 
Rs.G.8 crores or 17.1 per ccnt.., Bombay for Rs.6.2 crorea or 15-6 per cent., the 
Punjab for Rs.6.1 crores or 15 - 3 per cent.. and Bengal for Rs.5.0 crores or 12.7 per 
cent., while the share of the Indian States amounted to Rn.4-2 crorcs or 10.5 per 
ccnt. 

49. Prwimiul Loans.-On the 8Lh Aupist 1944 ~ i x  Provincinl Govcmmcnte, 
uiz., tho United Yrovincee, Bombay, the Pnnj:rh, Sind, Madras and the Central Pro- 
vinces and Berar, notified ai~nultanmnfily the flotation of 3 per cent. medium dated 
loans of the aggrcgnto vnlno of Ra.13-28 croree rt!payable at, par on thc 16th Angust 
1968, thc rcspcctive amounts issued being Re.3,RO Inkhs, Rs.3,44 la&, Hs.2,70 lakhs, 
Rs.2,00 lakhv, Rs.l,lO la& and Ra.5:)) lakhs. The Bombay, Madras and the Central 
Provinces loans were imued ali pnr and tho remaining three loans a t  Rs.98-8-0 for 
every Rs.100 nominal. Tho Ioans were open for one day only viz., thc 15th August 
1944, and were fully anbscribed after a call on underwriters. Thc objcct of thc 
loan4 ns in tho case of those floated during the prcvious two years, was to make 
advance repayment of a part of the loan8 carrying a higher rate of interest taken from 
the Central kvernment to finnnco remunerative capital expenditure prior to the 
inauguration of Provincial Autonomy in April 1037. The total amount thus rniscd 
during the three years 1942-43 to 1944-45 aggrcgntcd Rs.28-78 crores. During 
the year the 3 i  per cent. United Provinces Encumbered Estatee Act B o n b  of the 
aggregate nominal value of Ra.79,61,400 were alao iasued as against Rs.91,03,900 
during 1943-4.1. 

The 6 per cent. United Provinces Loan 1944 fell due for redemption on the 
1st October 1944 and was notXtu3 for reprrymcnt a t  par on the 30th September 1944 
(the 1st October 1944 being a Sunday). Of the total outstanding8 bcforc rcpeymcnt 
triz., Ra.2,57,89,100, the amount paid off to the end of March 1946 came 'to 
Re.2,29,66,300. The 3& per cent. U~litetl Provinccs Encumbered Estates Act Bonds 
of the total nominal value of Rs.11,50,000 were drawn for rede~llption during tho 
year under Section 30 of thc Act out of which Bonds of Rs.2,46,700 have been paid 
off in cash up to the 31at March 1946. 



60. The Deht Podion of Provincea.-Statemlen t XX show the comolidrrted 
dobt position of the provinces as a t  tho cnd of each of the years 1936-37 to 1944-45. 
The debt owed by the provincos to tho Centro has doclincd progressivcly throughout 
the period of war, and particularly during the last two years and stood a t  lb.66.48 
crorcs a t  the end of 194446 aa against Rs.111.11 croree at the close of 1942-43, the 
repayment of Ra.22.43 crorcs of tho Lloyd Burrago Dobt in April 1944 bcing a principal 
item of the reduction during the period. The increase in the groas total debt from 
h.166.72 crorea at the end of 1942-43 to Rs.189.24 crores a t  the end of 1944-46 
ia primarily accounted for by lnrgcr flouting dcbt. This rose from Rs.82 l a b  at the 
close of 1942-43 to Ra.29.44 crorcs a t  tho close of 1943-44 and further to Rs.68-23 
croree at  the closo of 1944-45, of which Bengal alone accounted for Rs.23-76 crorcs, 
and Rs.62 41 croree respectively during the laat two yean. The closing cash balancos 
of the provinces rose during the war from R~.9,69 crores in 1939-40 to Rs.19.11 
crorea in 1941-42, and Rs.30.44 crorcs in 1942-43 and stood at Rs.36.96 ororee at 
the end of tho year under review. 

61. Reputriation of Stepling Debt.--Of the total intoreat bearing sterling obliga- 
tiona of the Government of India at  the end of 1936-37 of £366.05 d i o n  
comprising loane f 291 53 million, Railmy unnuitiea f 39.86 million and Railway 
debenturee 534.66 million, the dcbt out.stnnding at  the cnd of 1944-48 stood at 
El0 million (cxcll~ding the linbility of £16.47 million in respect of tho British 
Govcrnmcnt 6 per cent. War Loan 1929-47 which relnaina ,suspended since the 1st 
July 1931). The debt paid off during the period totalled f 322 - 84 million (Rs.430- 46 
c r o r ~ )  inclucling addit.ions t o  debt in respect of Railway debentures o h e t  by cancella- 
tiom under the Ewt India Loans Act 1937 and by payments on account of Rdwuy 
annuities till tho let October 1942 when thcso were funded. Of tho total debt 
of Rs.430-46 crores discharged, Rs.3.09 crores waa repaid in 1937-38 ; Rs.22-79 
crorce in 1339-40 ; Re.95.05 croresin 1940-41 ; Rs.132.05 croresin 1941-42 ; Rs.158-67 
crorea in 1943-43 ; Rs.17-36 crorcs in 1943-44 and Rs.O.85 crorcs during the ycar 
under rcvicw. With the virtual completion in 1943-44 of the various schemes of re- 
patrint'ion, the debt repaid during 1944-46related to cancellations of repatriated stocks 
not surrendered earlier. - In addition '(1) the Madraa and Southern Mahratta, (2) 
the South Indian and (3) the Benpl Nagpur Rdwaya were acquired respectively 
at a coat of £5.28 million, E l e  11 million and £3.60 million, due notice having been 
given for the prematl~rc termination of thc contracts. Thc total cost of purchase of 
various railways acquired duriug the war amounted to f30.7 million (Rs.41 croree). 

Thc total liabilities repatriated during the eight ycar period 1937-38 to 
1944-45 included Ra.119-87 crores of terminable stocks, H8.231.34 crores of non- 
terminable stocks, Rti.36.08 crores of RaiIway anuuities and Rs.43-17 croree of 
Railway dahcnturcs. Of thc total lonna repaid, Ra.71-32 crorcs was ropatriated 
under opcn markct operations botween 1937-38 and 1943-44, Ks.2.69 crorcr, under the 
Liccnco Schcme of Vebruary 1940, Rs.99-77 croree under the Vesting Order of 
February 1941 in respect of terminable loans, Rs.106-19 croree under the Veating 
Order of December 1941 in respect of 2g per cent. and 3 per cent. sterling stocks and 
R8.75.93 crorecl of 34 pr cent. stock undcr thc notice of redemption of Decernber 
1941. The funding of tho Railway annuities involving a transfer of Hs.40 crorcs to 
His Majesty's Government waa put through on the 1st October 1942. Railway 
debenturee of Re.26.60 crorea wero ropatriatcd under the Veeting Order of January 
1943, whilo of the balnnce of Re.16-67 crores, lb.11.87 orores was redccmcd on the 
4th February 1944 after the neceesary one year'e notice, and Re.4.70 croree was 



purchased in the open market,. The particulars of debt cancelled year by year under 
the varioue schemes of repatriation are shown iu the following table. 

TABLE 20. AMOUNIS OF STERLING DEBT REPATRIATED UNDER 
VARIOUS SCBEMES SMCE 193758. 

Fara Parch.# Amolrntd 
Mannerd Bsp.tri.tion. Vdue Vdu. b--- - -tad 

(E million) (E million) (Re. orom) (Rh crorer) 

. . . .  199748 Open market purobase . . . .  10394 v v  ,s e l  
1940-41 1. ,, 

2. ~icel;)ce eched; of 22nd 'brae* 
1wo . . . . . . . .  

3. Finrt compubory ucheme of 8th . . . . . .  FebrusrylU41 
1941-42 1. Open market purcha.ws . . 

2. ~ i m t  compdory wchcmo the . . . .  8th Felrrrary 1fM1 
3. k o n d  oompalaory wheme of the 

24th l)eoember 1941 . . . .  
. . . .  104243 1. Open market p u r o h ~ ~ ~ ~  

2. Firat compulrory eukomo of 8th 
February 194 1 (including special . . . . . .  rrrangemont) 

3. Second compuleory echeme of the 
24th hoember 1941 (inoluding 
npeclol arrangement) . . . .  

4. Redemption of 39 per cont. stcrli~y . . . .  stock 1931 or dLor 
6. Funding of Ruilwey ennuitiea . . 
0. Repatri~tion of Railway deben. 

tnre atoako . . . . . .  
Open mruk~t  psrohesce . . 
Firnt oomfiulrrory scheme of the 8th 

February 1941 (including epwial 
arrangement) . . . . . .  

Second compulsory ncheme of the 
24th Ueoember 1941 (inoluding 
speobl arrangement) . . . .  

Redemption of 31 pcr cent. ebrling 
stock 1931 or aftcr . . . .  

Bodcmption of 34 per cent. 
debenture rtocka of E.I. & 
D.I.Y. & B.B. L C.I. Hlyk .. 

Repatriation of Railway deben- 
ture stook~ . . . . . .  

Firat compulsory scheme of the 
8th Febrnary 1841 (including 
npwisl arrangement) . . . .  

Seoond colnpuleory soheme of the 
24th Deoembor 1041 (including 
apooinl arrangement) . . . .  

R d m p t i o n  of 34 par cent. rterling 
stock lB3l or after . . . .  

Repatriation of Railway b b n -  
tare stoclre . . . . . .  - 

Totd . . 
* created r m t  o a m h t i o n  of £56.72 million of 31 per cent. Skrling Stock 1931 or rfter. 
t Includea connterpuh for Rs.30 orom created rgainet cunccllntion of 526.25 miion of 3 per 

amt. S b r k  &ook 1948 or rfkr daring the period 2nd March to 16th June, 1042. # RovieiomL 



TABIE ZL.-DISPOSAL OF REPATRIATED m C  DEBT. 
i.I 

(In lakhs of rupees) U' 

Amomt Repatriated R u p  Additiom to Rupee Debt (Permanent Debt); Reduction in Debt 
counterperb Holdings of Rupm Counterparts 

1; 
d 

Yeol created L 
(D 

ha, Market Debt R ~ P W  % 
Bank Covemment Total csncelkd on ooonterpPrte TotJ c. 

value value Public o 
repnt.riation cmcelled 1 

1937-38 . . 3,9Q 4,05 1,12 ..,. ,... 1,12 1.12 2.87 .... E 
m 3  

Total 430,46 428,Sl 277,OS 200,s 242 1 2,75 242.01 141,BD M,oS 191,97 % 
rC 

a. Differs from the face valw by Xe.19 I.the due to 3f Rupee Prper being created egainst a portion of 24 per oent. ateding dock 1926 or after. $ 
m e, 

6. Inoludw m additional Ra.3.62 h k .  on sccount of convmion of (1) 44 per cent. Loan 1960-66 into 3 per oent. b a n  1061.54, (2) Y g 
per cent. Loan 1958-68 into 3 per cant. Loan 198366 and (3) 3 per cent. Papcr into 3 i  per cent. Paper. P 

el 

c. Includes 3) per cent. Paper of the vduc of (1) h . 8  oror- created in lieu of the redemption of 3f p cent. Sterling Gtock 1031 or after and 
(2) R8.30 mrer oruted in lieu of cancellation of 3 per mnt. ahck 1948 or after. 2 

3. 

d. Includes Rs.16 croree of 3 per oent. h n  1963.66 (rpecirl im) in connection with the fanding of the W w b y  rnnnitiee. 5 P, 



TABLE 22. AMOUNTS OF LOANS AND OTRER STERLING DEBT REPATRIATED SINCE 19374B. 2, 
5- 

(h lakha of rupees) 

Termbbb h N ~ T ~ l s  Total T0t.l 3 [ f 
3% 34% 4% 4 j%_-  bO' Totd 23% 3% 3#% Total Rsi1w.y 

1940-62 1964-69 194853 18~0-oo 10sB-68 194247 1026 1948 1931 Debentnrw % 
P 2 z 

iz 
198738 . . .. 67 . . 80 68 . . 68 2,07 . . 32 60 512 3 9  .. 3.99 % p 

p s 
E e 

1938-40 . . . . 56 20 1,03 2,86 1,30 4,31 103 - . 4,95 7,50 a 4 5  22.79 . . q?9 3 $ 
Cd Cd 
a 2 

1 9 4 0 4 1  -. .. 9,96 10,66 10.96 34,39 14,25 6.03 88,24 68 3.18 4.07 S,8l %# .. 
0 95.6 E 2 5 g 

s2 % 194142 .. .. 97 1,30 1 ,  8,73 4,28 1,17 1&16 13,23 85.33 1533 113# .. !SZ,6 
w * % 

1 W  .. .. 26 7 56 66 40 . . 1 9  09 6.08 86.36 93,Z 8 5 s  27.36 158,68* % E- 
g. 

P P 
194344 . . . . 1 3 2 10 5 .. 21 5 38 W 1,37 1 3  15.77 17.35 '4 e l  

T e 
1 ~ 4 4 ~ 5  .. .. 4 2 .. 6 .. . . n la la 4 38 so s u !ZcQ g 3 

E E 
Totd Face Vdm . . 12.45 1237 16,06 47.45 20,35 12,lB 119+87 15.12 100D 11593 231,34 351,21 43,17 W0.46 - ti' 

c( 

*- A .-- A * 1 n ~ l ~ d i ;  Id.36r~8-ir~r~~ of the ~;~ital"&rtion-of the ~ e i l G i ^ e J  aaiuitiei-funded on the 1st October 1842. '- 
- - -- 4 

3 
I 



The total amount of rupee counterparts created in lieu of the loans repaid wae 
Re.277.09 crores. Of these, H8.50-08 crorea or 18 per cent. were cancelled while the 
remaining are held by the public, the Bnnk and in the investment portfolio of the 
Government, the respective amounts a t  the end of 1944-45 being Rs.200-05 crorea, 
RB.24.21 croree and Rs.2.76 crores. No counterparts were created either in rcspect 
of the fun- of Railway annuities or the purchase of the Railway debenture stocks. 
n e  creation of counterparts waa not always resorted to  aa a mode of financing the 
repatriation operations in rcepect of loam and in certain casee counterparts wcro 
subsequently created. Counter- were issued on repatriation in mpoct of the 
loans repaid under thc h t  Compulsory Scheme of February 1941 viz., 5 per oent. 
Loan 1942-47,4) per cent. Loan 1950-66, per cent. Loan 1968-68,4 per cent. Loan 
1948-63, per ccnt. Loan 1954-69 and 3 per cent. Loon 19-49-62. Ba a,&t the 
total open market purchases of Rs.17.36 crorea of torminable etock, rupee counter- 
p a r t ~  of the face value of R8.14.49 croree were crcntecl while the bslarice was cnnccllcd 
by Government ; counterparts amounting to Re.49.61 crorca were also created in 
reepect of tho entire amount of the non-terminahlo loans siruilarly acquired. The 
conversions into rupee counterparts under tho Licence Scheme of February 1940 
aggregated £2.02 million (Ra.2.69 crores) made up of £1.86 million of terrainable 
loam and 20.17 million of non-terminable loans. In rcspect of the non-terminable 
loans repatrintcd under the second Compulsory Schemo of December 1941 and under 
the noticc of redemption of the same date, total counterparts of the face value of 
Rs.108.46 crorea were created. Apart from tho creation of counterparts on ropntrin- 
tion, Government financed the repatriation operations eithor through their own 
balances or ways and means advances from the Bank or through the issue of ad hoe 
treaeury bills to the Bank. Of Rs.40 crores ( D O  million) trrai~alerred to J3kM;rjesty'n 
Government in respect of the Railway annuhies in October 1942, RY.30 croros 
was provided iu the firh inatance through the issue to the Bank of ad hoe treaeury 
bills and Rs.10 crorea from w a p  and Ineane advancca. Against thia temporary debt 
the Bank was reimbursed to  tho extent of Re.lli orores by a special issue of the 3 per 
cont. Loan 1963-65 in October 1942. Agnimt 138.430.46 croros of atnorling dcht wipcd 
out, adclitiona to the rupee debt by tho ondof 1944-45 accounted for K8.242 crorcs or 
66 per cent., while the total cancellatiom aggregated Ru.191.97 croree, made up of 
Rs.60-08 c row of rupee counterparts (including the repayment on maturity of 5 
per cent. Loan 1942-47), and Rs.141.89 crores of debt cancelled on repatriation 
(vide table No. 21). The cost of acquisition of terminable ~t,ocks of the face 
value of Hs.119.87 crorcs amounted to R9.129 crorea or 108 per cent., nlI loam 
excepting one wiz., 3 per cent. Loan 1949-52 having been purchased at a premium 
ranging from 12.6 per cent. in the case of 48 per ccnt. Loan 1958-68 to 2.5 per cent. 
in the caae of 34 per cent. Loan 1954-59. As against this, non-terminable stock9 
of the face value of Rs.231-34 crorcs were acquired a t  a coat of Rs.216.87 crorea 
or 94 per cent., tho discount varying from 22.6 per cont. in the caee of 2) per cent. 
stock to  0.7 per cent. in the caso of 3+ per cent. stock. 

M. CAPI[TAL MARKETS, MONEY AND BANKING 
62. Government Securilies Market.-The history of the long-term interest rate 

rrince the early 'thirties, particularly the rntc of long-term Government borrowing, is 
one of steady decline in moat or all countries. Tho yield on G b v e m n t  boob 
hsa been graduallg fa% in most countria particularly during tho pcriod of war, 
accompanying an apprwiation in Government security valuos ; the trend may be 



ssoribed generslly to the deliberate polioy of central banke, through low discount 
retee and open mnrket operations, to onmo conditionlr of ohap  and abundant credit 
in the firet plnce aa a basis of recovery from depmsion and latterly with a view to 
holding down the financial costa of war. Statement XXI givos the highest and 
loweet pricea of repweentative rupee securities of the Government of India since 
191418, while etatement XXII ehowa their highad, lowest and average pricea and 
avanrge yield during each month of the year under review. 

The gilt-edged market maintained a firm tenden~y during the greatcr pnrt of 
the year, being m a d  y influenced by the favourable development8 in the war aituation. 
The continued abundance of ahort-term funds m e b g  investment in liquid form led 
to general improvement in prica, the closing quotatiom of most of the loam at the 
end of March 1946 showing pine over the previous year. Tho Eaonomio Adviser's 
Index Number of the pricea of Government Securities (1927-28 = 100) averaged 
higher at 1 18.0 during 1944-46 c o m p d  with 117 6 2 in the preceding year. After 
closing at 117-7 in March 1944, it temporarily d e d  to 117.5 in A p d  and steadily 
advanced thereafter to 118.2 in July, remaining roundabout%hat level upto Deoember. 
During the last quarter, however, it slightly eaaed, and atood at 117.6 in Maroh 1945. 

'I'he casier feeling noticed towards the close of March 1944, following 
the developments on the Amam-Burma front, continued during the early part of 
April, partly as a result of d i n g  by speculative holders. The Sf per cent. undated 
Rupee Paper, which had declined from Ra.99-8-0 on the 4th March 1944 to Rs.983-0 
at the clme of last year, fell further to Rs.96-2-0 by the 10th April, the loweat level 
reached during t.he year under review. The loam, partic~darly the 
longer-dated, also ohowed a steep decline, the 3 per cent. Loan 1963-66 and the 4 
per cent. Loan 1960-70 touohing their lowest levels of the year at qeot ively 
Rs.96-8-0 and Re.110-4-0 on the 11th April. A recovery followed, and, by the end 
of April, mo& of the sorips had made up a l a rp  part of their oarly lows. The 
circular letter issued by the Reserve Bank of India to scheduled banks on tho 2hd 
April, adviaing them to refrain from extending credit against Qovernment seouritiea 
for speculative purpoaes appeared to havo had the desired e8eot. The 3) per cent. 
undated Rupee Paper improved from Ra.96-2-0 on the 10th April to Re.98-64 by 
the 29th. Between May and December, the market was generally active and the 
creation of two spccial isauea, one short-term viz., the 23 per cent. Loan 1948-52 and 
one long-term uiz., the 3 per cent. Funding Loan 1966-68 ( d e  para 43) impnrtod 
furtber atrength to the market. The 34 por cent. undated Rupee Paper was wnti- 
nually marked up until, for the first time since the 4th Jnnunry 1937, it touched par 
on the 16th November, and stood at Ra.100-1-0 on the 18th of that month. In view 
of the widening demand for thi m i p  the s a l s  of rupee counterparts of 34 per cent. 
undated Paper which had been diecontinned on the lGth October 1943, were resumed 
from tho 23rd October 1944, and Paper worth Rs.14-95 crorca wae eold till the 9th 
January 1945 when the sale waa discontinued. The market in terminable loans 
showed a steady rim and Rome of the loam, e.g. the 3 per cent. Loan 1951-64 and the 
3) per cent. Loan 1947-60, touohed their higheat levela in November at  Ra.101-3-0 
and Ila.104-4-0 respectively. The quotations were well maintained till the close of 
Decomber when, owing mainly to yea rad  eelling, a elight reaction set in, and the 
market wae inclined to be quiet for the rest of t b  year, the closing quotations of the 
repreeentative loam receding from the higher leveln reaohed earlier. The 34 per 
cent. undated nupee Paper wntinued to bo quotcd at about par till the dose of 
December when it receded to Re.99-13-0, and, after fluctuating between Rs. 99-14-0 



and R8.99-6-0, closcd at, Rs.99-9-0 or RP.1-6-0 higher than the previo1.o year'e dosing 
prioc. The 3 per cent. undated Rupee Pnpcr also showed n rciihstantial risc during the 
year and closed higher at Rq.90-12-0 on thc 32nt March 194.5 as against Rt1.89-8-0 
at the cnd of t.he previoue ycar. Most of thc loam in thc terminable section 
closed higher on bnlance, the 3 por ccnt. Loan 1949-52 and the 4# per cent. Loan 
1955-60 h h i n g  at Rs.101-9-0 and K.s.117-4-0 respectively ~howing gains of Rs.1-0-0 
and RN.I-C~-O ss comparcd with the previous year's closing prices. 

The Provincial TJoana generally followed the trcnd of the Ccntral Loans. 
After an initial set-back in the year, the lonn~tended to  show a steady improvement, 
Eonlc rcgktering substantial  gain^ by the end of March 1945. The 3 per cent. Punjab 
Loan 1949 and the 3 per ccnt. Central Provinces and Berar Loan 1949, stood tit 
Rs.101-1-0 on the 31st Mwch 1946 or higher than the previous year's closing prices 
by about anms 13 in each case. 

The table below givcs the average facc value and market value of rupee 
securitice of t.he Government of Lndia for each of the nine years 1936-37 to 1944-46, 
and lor each of thc mont,hs of the yem under review. 

TABLE 23. FACE VALUE AND MARKET VALUE OF RUPEE SECURITIES OF THE 
GOVERNMENT OF INDIA 

(tn orores of rupees) 
Year PUL'C VuIoo Markct Vsluu Percantsgo of 
(1) (2) (ti) 

103837 
(3) (3) . . . . . . . . . .  4337.33 470.86 107.1 

1931-38 . . . . . . . . . .  437.38 403 . HR 100.0 
193839 . . . . . . . . . .  447.92 471.23 106.2 
193940 . . . . . . . . . .  467.56 464.69 99.4 

Rva pre-war month to Augoet 1939 441.80 463.78 102.7 
Seven war months to 3furtlllQU) . . 441.32 42f3.63 90.6 

1940-41 . . . . . . . . . .  502.73 498-7.1 98.8 
1Wl-42 . . . . . . . . . .  587.88 GR9.26 100.04 
194243 . . . . . . . . . .  603.85 860.10 W.44 
1943-44 . . . . . . . . . .  873.08 878.58 lo()-63 
1944--46 . . . . . . . . . .  11,28.28 11.40-03 101-23 

April . . . . . . . . . .  10.14.44 10.16.34 100.07 
h l n y . .  . . . . . . . .  12.21.2Y 10,30.97 100.96 
Joun . . . . . . . . . .  10,78.81 10,92.11 101.23 
July . . . . . . . . . .  10.80.55 11,02.04 101 -43 
August . . . . . . . .  10.99.4 1 11.16.87 101 50 
Septcmbr . . . . . . . .  11.06.48 11,21.70 101.38 
Ootober . . . . . . . .  11,G1.61 11.67 71 101.40 
November . . . . . . . .  11,04.36 11,82.07 101 -52 
Deoember . . . . . . . .  11,74-63 11,$)2-33 101 -51 
Jsnuary . . . . . . . .  11,813.36 12,03 .OY 101.3% 
F e h r y  . . . . . . . .  12,12.50 12,!26.26 101 -05 
h . . . . . . . . . .  12,18.07 18,33.53 101. 19 

63. 14ldwthd Slwe  Mark&.---Prices in t-he industrial share markct generally 
remained on a higher level during t.he year under roview. The improvement regie- 
tered, however, wru, much less marked than in the preceding year, owing mainly to 
the bearish view taken by the market of the favourable trcnd of war developments. 
The Economic Adviser's Index Numbens of variable yield securities and heel yicld 
aecuriticu rose by 8 per ccnt. nnd 7 per cent,. respectively ae againet 30 per mnt. and 
13 per cent.. in 1943-44 (& Statement XXIV). Compared wibh the somewhat 
irregular movcmcnt in the variable yicld pecPeCttion, the quotat,ione in the fixed yield 
section nhowed a consistcntly upward trend : a majority of these scrips being tax-frce 
in this country investors havo switchetl over to them to lrvoid taxation on dividends 
during the war and capital depreciat.ion during the post-war period. 



Tho following table baaed on the indices compiled by " Capital " (Angut 
1939 = 100) ahows the gencral trenda in yricc movements during the last four yeam 
of the varioue groups of variablc yield industrial securities. 

TABLE 24 TRENDS IN VARUBLE YIELD INDUSTRIAL SECURlTIES 

h n k u  . . . . . . . . 
Cotton Mills . . . . . . 
CoaL . . . . . . . . 
Jnte MiIb . . . . . . . . 
bfining and Oil . . . . . . 
Cement, Limu, etc. .. .. 
Engineering and B h 1  Worh . . 
Tea ehnrce . . . . . . . . 
Paper Milla . . . . . . 
Sugar rhares . . . . . . 
Othem .. .. .. 
co&d Gdu . . . . . . 

As will bo seen from the above table, alI thc groups, with the exception of 
cotton mill shares, showed incroasea in values during the year, the improvement being 
niost markcd in coal sharea. The recession in ootton mill sharee-the indox number 
for which showed a decline of 9 per cent.-was influenced by a furthcr tightening 
dtuing the year of the Cotton Cloth and Ynrn (Control) Order of 1943. Continued 
shortageof coal accounted for a large rise of 47 per ccnt. in the valuo of coal shnres. 
Jute and engineering ahares wero next in order, with increases respectively of 22 per 
cent,. and 17 per cent., while sugar and tea moved up by 13 por cent. and 7 per cent. 
respeotively, the inoreasee under tho remaining groups ranging from 6 per cent. in 
bank shares to  3 per oent. in paper shares. 

In April, the Japaneae infiltratione into h m  accounted for a general decline 
in the share market, Tata Deforreds (which is ono of the leading scrips illustrative 
of the general markot movements) dropping from the high love1 of Rs.2,252-8-0 on 
the 20th March 1944 to Rs.1,967-8-0 by the middle of April. Insurance and bauk 
hares showed a steep decline, following tho accidentul explosions and fires in 
the Bombay dock area on the 14th April. The latter hnlf of April witneawd 8 general 
recovery, and during tho succeeding three months lip to July, thc market assumed a 
diatin&ly upward trend. Tata Deferreds moved up lo Rs.2,890 by the 3rd July, 
while insurance and bank shares also made up mosb of tho oarly losses, confidellce 
having been restored by the Government's annomcemcnt of a schomc of compensa- 
tion in respect of tho damage caused by the Bombay explosions. During August 
and September, pricce adered a geneml setback on news of continued Allied aucceawe. 
The heavy sew preasure mas particularly noticeable on thc Madras stock cxchsuge 
whero the authorit.ies, in order to avert s crieis, had to 6x minimum prices for most 
of the scrips. Tata Doferreda which Id closed a t  b.2,236-4-0 on the 31et July 
declined to Ra.2,018-12-0 by the 8th September. From October the quotatione 
resumed thoir upward trend, the mrket  appmring to lmavc modified the peace 
psychology which had becn dominating the trends earlier. Tata Deferrods after 
fliictuating widcly touchcd u new high lev01 of Rs.2,422-8-0 on the 9th January. A 
relapse won followed and during the r a t  of the yoar the trend was bearish, apart 
from fluotuations about tho time of tho Central Budget proposab. Tata Deferreds 
declined sharply to Ra.2,240 on the lat March and toRu.2,028-12-0011 the28t-h March, 



cloeing for the year a t  Ra.2,082-8-0 as compared with the previoue year's oloeing 
price of Ra.2,125-8-0. Ae already observed, the textile section did not follow the 
general t.rend of t.he market. Bombay Dyoings, onc of tho lcading scrip in thia 
section, wna contin~ially mnrkcd down during the first half of the year, the quotation 
dropping from Ra.2,122-8-0 a t  the end of 1943-44 to R8.1,'7& by the end of September 
1944. A substantial improvemellt was in evidence during the third qnartar, and 
the scrip recovered tn R~.1,907-8-0 by tho cnd of Dccember, but in January 1945 
it again rccordcd a eharp decline, the quot.alion t.ouching Re.1,772-8-0 at  the end of 
t.hrrt month. The last two month of the year, however, witnetwed a partial rccovory, 
and the scrip closed for the year a t  Iln.1,833-12-0. Thc following graph bwed on the 
indices compiled by thc Economio Advisor'e Office depicts the movements during 
the war period in the priccs of Government Securitieq Fixed Yield Industrial 
Securities and variable Yield Industrial Securit.ies. 
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€4. Mrmey Rales and C:ondCtQons.-Tbo changes in central ballk discount rates 
reported during 1944 were reductions in Canada from 23 per cent. to 1) per cent. 
with effect from thc 8th February 1944, in Portngul from 3 to 2) pcr cent. on the 
12th January 1944 and in Italy from 49 to 4 per ccnt. on the 11th September 1944,* 
and increrrscs in Rumania from 3 to 4 percent. from the 8th May 1944, and in Greece 
from 6 to 11 per ccnt in December 1944. During the five years from 1939-1943, 
bankrateewere lowered in twelve countries including the United Btates, Germany, 
France, Norway, Belgium, Hungary, Portugal, New Zoaland, South Africa, Rumania, 
Peru and Costa Rica, while an incrcnec wm made only in t h e e  countries viz., Swedcn, 
---- - -- - - 

The Commonwealth Hank of Austmlia ieeud on the 9th A u p t  1W an Order nnder thc 
National Ljeonrity (Eoonomic Orjimieation) Regulatione, dnaing  anrtain rates of interest. Thc maxi- 
mum mb of inbresb on t n d h g  bnku' advan- WM r d ~ ~ a w l  from 5 to per ocnt. Baks of intenat 
on fixed depoeita for 12 month or more we13 r e d a d  by ) p r  ccnt. and on depoaite for less than 12 
month by + per cent. Rates on mvings h n k  dcpodu ovcr £1500 were reduced by : per cent. W a c -  
tion. were olao made iu the maximum roka of interent on loans to loaal authorities, loone by bnilcbg 
aooieties .nd loma by life munmce compiea  against life poliaiee. 



Netherlands, and Czechoslovakia. The txend towards cheap money conditions in 
the ~hort-term loan maxketa therefore persists. The nriti~h and Rome Allied Govern- 
mcnts havc expreaod their detemimtion to continuo t o  maintain cheap money after 
the war. The Canadian authoritica while rrnnouncing the reduction of the rate 
explained that easy money policy pursued since 1935 had assisted recovery and facili- 
tated djrlstments required by the war and that the Bank intended to continue this 
policy. 

'In the United Kingdom, money conditiona continued to be easy throughoul 
the year. Day to  day loans wcrc avrqilable a t  4 per cent. while the avoragc British 
Government treasury bill rates remained practically fired during 1944-45, the 
minimum and maximum being 1.0 and 1-01 per cent. ; and the rate for three months 
commercial paper (bank bills) also remained unohanged at I ~ 0 3  per cent. 

St.atement XXIII gives various money rates in India on the h t  day of cach 
month of the year under report. Money conditiom continued to remain easy 
throughout t.he year as Ls the provious ycar, with the intor-bank call money rate, 
for dealing between certain larger and part.icularly Exchange banks, in Calcutta 
and Bombay remaining unaltered at 4 and per cent. respectively except for a bricf 
period a t  the beginning of tb financial ycar. Tho heavy demand for ehort-term 
funds which developed a t  thc cloao of tho lsst year partly on account of E.P.T. 
papen ta  and partly owing to apeculative activity following tho developments on 
the h m - B u r m a  border, continued during the first half of April, and the call rate 
in Bombay rose to 4 per cent. in the middle of that month. The temporary atorin- 
gency waa relieved, however, during the latter half of thc month and the rate receded 
t.o + por cent. in thc first week of May ancl remained unchanged thereafter. The 
throe and eix months fixed depasit rites which were quoted by the larger scheduled 
banks a t  per cent. and 1-14 per cent. respectively at the end of the last year 
eased to #---) per cent. and -&---$ per ccnt. in tho last wcck of May but firmed up to 
+-f per ccnt. and &I per cent. wpectively at the beginning of October owing 
to tho eeaeonal demand for lunch, and continuecl at those levels till tho end of the 
year. The twelve months' rate which was quoted a t  l#-lg per cent. in the 
beginnkg of the year moved in s somewhat p d l e l  manner to the shorter-term ntes ; 
it declined to 1)-1) per ccnt. in May but row to If-- - l#  per cent. in October, falling 
again to  1-14 per cant. towards the close of t,he yom. Tho average rate of three 
months Ccntral Government treasury billa furlher declined from 0.90 per cent. in 
1943-44 to 0.40 per cent. during the year. It touuhed the lowest level of 0-32 per 
cent. in March 1945. 

65. Cmolidaled Position of SJredulsd Banks.- Statement XXV ahowe thc 
coneolidated position of echcdulod banke in India (excluding Burma) during the year 
under review and Statement XXVI gives the indices in respect of all the items of 
aaecte and linbilitiea included in Etatement XXV. 

On the liabilities eido, the index of total demand and time liabilities (with the 
avcragcs of 1938-39=100) stood at 348 in February 1946, time liabilities having 
increased to  200 and demand liabilities to 471 and the ratio of demand to total 
liabilities having accordingly advanced from 55 pcr ccnt. on t,he average of 1938-39 
to 74 per cent. in Febmary 1946. m e  indices also bring out the interesting fact 
that during the h t  three yeare and a quarter to  December 1942, while demand 
deposits rose by over 160 per cent., time dcpo8it.a hardly registered any increase 



at all, thou index being 97 during 1942-43 and 102 in Deoember 1942. -4 pemeptihle 
rim in time liabilities started from December 1942, though the rise in demand liabili- 
tiee a h  continued at an equal or somewhat larger rate until O a t o h  1943, when the 
highest proportion of Qmand to  total liabilitiea waa reached at 77-3. During the 
laat onc year and a half this proportion declined and was 73-3 in March 194!$, the 
rate of increaee of time liabilities being greater than of demand liabilities, the index 
of the former having advanced from 127 t o  204, and that of the latter from 358 to 
466. Them tmnda euggeat that, for the &st time since tho beginning of war, a 
preferenco of time over demand liabilitiee has been at work during reoent month, 
and the rate of growth of inflationary potential has bcen reduced. The tendenoy 
would appear t o  show an i n o m h g  publio wddence in the general eoonomic aitua- 
tion and financial and economio stability. 

On the aseets sidc, the two groups of i t e m  in regard to which information is 
available mc cash and balanoee with the Reserve Bank and advances and 
bills discounted. Ae regards the group of cash and balances, it appears generally 
that tho rate of increase in balances with the Bank has been larger, and more erratic 
and that in cash eteadier. The peak pointe of the scheduled banks' bnlanoes witb the 
Bank were touched in December 1943 and May and October 1944, with balanm at  
Re.92.84 croree (index 582), Rs.100.79 c row (index 632) and R.s.102-59 orores 
(index 644). The relative proportion of ceeh and balances to total demand and time 
liabilitiea which was 9.6 per cent. on an averap during 1938-39 almoat doubled and 
touched its higheat point at 17-9 per cent. during Decomber 1943. The rise started 
in the laet quartcr of 1942, when the usual aeaeonal u p  and dowm were replaced 
hy an almost consiatcnt upward trend, the decline in the buey seasone being smaller 
and the risc in the elack season becoming morc pronounced than normcllly. The 
reflex of the movements in caeh and bnlanoes was for a long time repreaenbed by 
advances and bills discounted. Ae will appear from the figures and the p p h  
on page 78 advances and discounts showed aonverae movoments to those of cash 
and balancee until September 1942, super-posed over a falling goneral trend of the 
formcr and a rising tendency in the latter. By t.hon the decline in advances and 
dk0unt.a was dehitely over and a continuour, up\vard trend startcd, which was 
arrested or slight.1~ rovereed only for brief periods. Altogether, advances and bills 
discounted rose from Ra.80.12 crores in September 1942 t o  the considerable 
level of Rs. 287 72 cmres in March 1945, a rise of 259 per cent ., their percentage to 
total demand and time liabilities increasing from 19.6 to 34.9. The average 
percentage for the year, however, was 30.2 in 1944-45 aa against 27 in 19425-44 and 
23.8 in 1942-43, and was etill far below the pre-war percentage of bO.8 or the percent- 
ages during the early war years. The rise was largely a part of the general inflationary 
marking up of values (including the riso of prices) and of all monetary indices (includ- 
ing currency and bank deposits) since the definite intensification of tho war economic 
effort in 1942 ; by then, abo, the decline in private and civilian sectors of the eoonomy 
leading to a contraction in the civilian demand for a h n c e a  may have touched the 
bottom, whilo the rate of such demand on account of industrial and commemial 
activity aaeociated with the prosecution of war entered upon a definitely ascending 
phsee. 

56. Clsan'mg H m e  Stuf&th.--Statement XXVII show8 the amount of chcquea 
cleared through the more important Clearing Housee in India and Burma h o e  
1918-19. The total amount of cheques cleared increased from Rs.45,79 crorea in 
1943-44 to Ra.M,16 crores in 1944-45. Out of the incmae of Ra.10,36 crorea 



Chlcntta and Bombay together accounted for Rs.9,03 crorcs. With the pre-war year 
1938-39 aa baee, the index numbore of the value of cheq~loe cleared during the last 
five yearn aro 109.4, 138*6,148*7,228*6 and 280.3 respectively. Of the total value 
of cheques cleared in India during tho year 1944-46, Bombay nnd Ca1cutt.a handled 
about 40 per cent. and 42 per cent. respectively. Statement, XXVIII gives the monthly 
figuros of the number and amount of chequea cleared in 1944-45 including twelve 
Clearing Housea in ~ m d c r  centxee managed by the Imperial Bank of India. 
I t  will bc noticed that the increase in the amount of chequea pamd through 
the Clearicg Housea was proporbionately greater than the increase in their 
number. 

It ie not poaeible to determine accuretely tho turnover of bank deposit* 
in India but a comparison of the ratio of clearings to scheduled bank liabilities 
furnishes an approximate and general idoa of changes in the aotivity of bank deposits. 
The table below indicatoa that the main declinc in the velocity of chulation of depoeit 



currency bad occurred by 1942-43, since wbcn no apprecial~le further fall in the 
multiple 01 cleltringa to demand dcpaqit,s h & ~  t-nkcn plnce. 

Average Jhnund 'Cotal Clearing Number of 
Year I.iabilitics of idicea Hoasc Rcturne* Itdiccs times 4 to  2 

~$F.hedubd B ~ u ~ l a *  

(1 (2) (3 (4) (5) (6) 

1938-39 .. 123.8 100 1,aa loo 11i.:4 
193940 . . 13'2.6 107 2.221 117 16.7 
1940-41 .. 186.8 126 2,040 107 13.0 
1WI-42 . . 200.1 162 4.ii7.5 13G 12.9 
1942-43 .. 806.3 2.17 2,816 149 9 .2  
1943-44 . . 4W.O 369 4,281 226 9.4 
194445 .. SRI . R  472 F,"D 279 9.0 

In  crvn-s of rupcub. 

67. Intmml Henrilhnce8.-Statement XXIX(A) nhowa rcmittanccs during 
thc ycar by telegraphic trannfcrs both issued and encashed a t  the o5cea and 
branches of the Reacrvc Bank of India according to c i r c l ~ .  Statement XXIX(R) 
givee the transfer6 of fiulda by demand drafta, tclegrnphic transfcra and mail transfer8 
through the Imperial Bank of India on tshcir own account. Statement XXIX(C) 
ahowe t.he shamof tohc gcncral public, the scheduled and non-scheduled banks, the 
co-operativo banks nnd societies and Government in the remittances by telegraphic 
tranafem, draft8 and mail tramfers affected through the Rescrve Bank of India, 
thc Imperial Bank of India and Trens~uy agenciea together for each of the half- 
years ended September 1945, March 1944 and September 1944. 

(A) Telegraphic tranefers iser~ed at tho officos of the Reserve Bank of India 
increased duringthe ycar by 6.3 por ccnt. only as against an increa~e of 45.6 per cent. 
laet year. (B) The total romittnnces tluough the Imperial Bank of India declined 
by 6 per cent. 1;ugely due to  a faU in the remittance3 botween Bombay and Bengal 
and within the Bombay circle, as a rcsult partly of the resl.rictions imposcd by the 
Central Government on the movement of cotton cloth and yarn and partly of the 
increase in the number of other banking institutions and keen competition from them. 
Hemittancee within the Bengal and Madru circlea, howovor, showed an increase over 
the previous year. (C) The total remittances through the Reeerve Bank of India, 
Imperial Bank of India and Treasury agcncies during the half-year ended 30-9-44 
on account of the general public ahowed a decline over the two previous half-years 
while tho& on account of co-operat-ive banh  and tmietica showed a decline as 
compared with the second half of the previous y a r  but rm increase over the come- 
 yond ding period of the previow ycm. Hensittancea on accouut of the aovcrnmcnt 
continued to incream as in the previoun year. The aggregate numbcr of traassctiolle 
shorn-ed a decline. The amount of remittnncw hy tclcgraphic transfers during the 
half-year ended 30-9-44 a h o ~ d  an it~crcclsc as compared with the two previous half- 
yeara while t,he amount of rcmhtances by drafts and mail transfers during the first 
half of thc ycnr was lower than during t h e  latter half of 1943-44 but waa higher than 
during tho corresponding period of the previous year. The total amount of remit- 
tances during thia perid stood higher a t  Rs.607.89 m o m  aa compared with 
Ra.679-53 crorea during thc provioua half-year and Hs.679-36 crores during tho 
corresponding pcriod, last year. Of the total remittances during the first half of 
1944-45, the sharea of the scheduled banks, general public, Government and Co-opera- 
tive banks and societies were 59 1 p r  ccnt., 20.2 per cent., 7.8 per cent. and 2 *3  
per cent. rwpeotively. 



It appear8 thnt the new soheme of remittance fncilities is b e i i  availed of by 
the scheduled banks to a larger extcnt than by either tho pnblio or the co-operative 
mietiea or by other banks on the approved list (vide Appendix). Sinco the mtea are 
morc favourable for remittances of over Rs.5,000, tho largest number and amount of 
drawings are in the form of telegraphic transfers, mail transfers and demand drafts for 
amounts over Re.6,000. The increase iu the h u e  of Governmont drefta i explained 
by the growing military expenditure, tho Government's compuleory levy and pur- 
chaee of foodgrains and the discontinuance of the issuo of cash orders. 

G8. Eficajhmrml of B'oreip Circle N&.-Statement XXX shown the encash- 
ment of foreign cucle notea in 1944-45. The total eucaehmcntrr during the year 
were highor at Ra.38.24 crores aa against Rs.23-96 crores in 1943-44. Bs pointed 
out in last year's Ropork, thc incroaac in tho amount of foreign cimle notea encashed 
this year also appear8 to  be due to an i n c r d  volume of wmme1y:iaI transactions 
cffcctcd on a wsh bash, the large scale purchaeee by army contmtors, and transfen 
of funds from onc ccntre to  another by military field cashiere. 

69. Reserue Bank of India : Banking Departvnenl.-Statement XXXI ahowa the 
monthly average8 of the liabilities and aaset.s of the B a n k i i  Department of the 
Reserve Bnnk of India for each month during the ycrrr along with their annual 
average8 for tho t,cn yeam 1935-36 to 1344-45. Statement XXXTI gives weekly 
(Friday) figures for 1944-45. 

The average depositas of banks with the Reserve Bank of India in 194445 
advanccd further to Rs.90.57 crores from Rs.64.69 crores in 1943-44. The minimum 
and maximum dcpoRita during the year stood higher a t  Ra.61.26 crorea on the 7th 
April 1944 and Hs.113-10 croree on the 3rd November 1944 reepectively as against 
lts.41.08 crorer, un the 2nd April 1943 and b.98.16 crores on the 17th December 
1943 re~p t ive ly .  Tht, balances wbich amounted to  Rs.49.92 crorcs on the 31et 
March 1944, rouc almost, ~ontkluously till they rcached lh.113.10 crores on the 3rd 
November 1344. Owing partly to t.he seasonal trade dcmand for funds, they declined 
thereafter to Rs.67.27 crores at the end of Jannmy 1946, but rose again to Rs.85.46 
crorea by the close of the year. 

Thc depoaite of the Central and other Governments with the Reserve Bank 
were considerably higher on an svera.ge during the year a t  Rs.179- 60 crorea an againet 
R8.42-47 crorea in 1943-44, and reached the record figure of Ra.294-20 crorea on 
the 26th January 1946. The highest and the lowest balances of the Central Govern- 
ment during the year were Rs.272.35 crores on the 26th January 1945 and Re.66.79 
crorea on the 9th June 1944. The reasons for the remarkable increme in the amount 
of Government do posit,^ have been indicated in paragraph 37 on Government 
balancea. 

On the assets aide, the average cash balancca ram from Re.10.67 crorea laut 
year to Ra.11-19 crores. The average balancea held abroad inoludmg caah and 
~hort-term investments in sterling muritie.8 showed a further steep riee from 
Ke.lll.72 crores to Rs.277-28 crorea. Tho increaae represented the exceea of reaeipts 
of titerling from the Central Government over the transfers t o  the h u e  Department 
as cover for increases in the note h u e .  



The average of loans and advancea to Covernrncnts declined further, from 
Rs.49 la& to Ra.43 la.kha, tho high& nmount under this head being Re.l.61 crorm 
on tho 21st April 1944. !Che average inve~t~nlents of the Banking Department 
increased from Rs.7.61 crores to Rs.13-13 crorc8 being the highest since 1935. The 
average of other l o w  and advances, comprising advmccz~ to scheduled banks and 
co-opcrative banlze, dropped from R8.16 lakhs to Rs.11 lakha during the year under 
review, tho higheat amount reached bcing R9.93 lakhs on the 7th April 1944. The 
average of bills purchased and diecounted, mainly troattury bills, on t.hc other hand 
rose frorn Rs.91 lakhs in 1943-44 to  Rtt.1.46 croree in 1944-45, the highest amount 
being Re.6-60 crores on the 2nd Pcbruary 1946. 

60. Reserve Bank of 1fidi.a : Issue Department..--Statement XXXIV showe the 
monthly averages of the liabilities and aeeet.s of the Iasue Department of the Reaerve 
Bank of India for each month of thc year togelher with thcir annual averagce since 
the commcnccment of the operat.ions of the Barrk in 1935, whilc Statement XXXIII 
gives weekly (Friday ) figi~ren iu reepcct of thcsc for 1944-45. Statemcnt XXXV 
shows notee iu circulation in India end Burma as on t-hc I a ~ t  Friday of each month 
since April 1939. 

Notes in circulation (cxcliiding Burma notes) incrcnsed further by H8.202.39 
crores or by 28-93 pcr cent,. from Rs.8W2-49 crores on bhc 318t March 1944 to 
Rs.1,084.88 crore~ on the 30th .March 1945. Tho total n o t c ~  iesued stood at 
Rs.l,OM.66 crorcs at, the end of 1944-45 us compared wi1.h Ha.894.84 crorw at the 
end of the previous ycar, showing an incream of 22-33 yor cent,. 

On the a w t 8  side, gold coin and bullion remained unchanged at Ra.44.42 
croree, their percentage to total notee issued further declining from 4-96 to 4-05. 
The valuation of the gold holding continued to bc bascd on the statutory rate of 
Rs.21-3-10 per tola while the m~rke t  rate for gold stood a t  Rs.75-5-0 on thc 31at 
March 1945. As in thc previous year the Bank's holdings of thc, sterling securities 
increamd continuouly and st,ood at Rs.978-32 crores on the 30th March 1946 as 
cornpazed with Re.779-83 crorcs on the 3let March 1944. The percentago of sterling 
securltiea to total notea k u e d  rose to 89-37 at the end of thc yearfrom 87-16 at the 
end of 1943-44 ; the percentage of gold and sterling securities together to total notes 
issucd ~ t o d  at 93.43 at the end of the year as compared with 92-11 on 318t March 
1944. 

Rupee aecuritics which dood a t  Rs.68.33 crores on the 31at March 1944 
recorded a slight decline t.0 Ib.57.84 crores on the 30t.h June 1944 and remaincd 
unchanged a t  that Icvel thereaft-cr. The holding of rupee coin (including one rupee 
not,es) fluctuated betwoen Rs.16 - 15 crorcs and Ra.lO.47 crorcs and stood a t  He.14 ~ 0 8  
crores on the 301h March 1946. 

The graphs on page 82 illustrate the ro1at.i~~ movement6 in tho various 
components of thc asseta of the Iseuc Depart.ment and the liabilitiea of tho Ban- 
Department of the lZcscrve Bank of India ; the liabilities of the Issue Department arc 
made up cnt.irely of notw issued and the awcttt of the Banking Department are 
composed mostly of (~terling) balnncm held abroad ; a graph of combined w e t s  and 
liabilitiea of the Bank ia also given on page 83 for studying the Bank's over-all 
position. The figures below bring out the direction and estcnt of changea in the 
principal items of liabilities and assets of the Bank on a combined basis. 
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TABLE 25. RELATIVE CHANCES (INCREASE OR DECREASE) IN CERTAIN lTEMS OF 
ASSETS AND LUBIllTlES OF THE m V E  BANK 

(la crorcn of rupees) 

End of month : cht~nge over prcviou~ date 

blarch Marah Mnmh March March h h c h  
1 9 ~ 0 ~  19.41 ~crre 1w 1w-l 1846 

Note cimulstion : 
Incmaseoverprcviowdate .. +60 +18 +I82 $234 +23Q +202 

Progresrive increase . . . . . . +79 4 2 3 1  +4G5 +704 +906 

Depositv : 
Increme over previow d e b  . . - 2 + 23 . . , +24 + 70 - 1  220 

Progreeaivc increase . . . . . . -k21 +a +4G $124 +3Ml 

Total Sterling Asnetn : 
Inorem over prcvious date . . -1 76 + 3 -1.104 +201 +437 +417 

Tots1 Rupee Coin : 
Incrtsse ovcr provious data . . - -20 -21 -- . 7 - 1 9  - 2  + 2  

Total Rupee Secoritics : 
Increseo over provionn date . . -1- 2 + I H  + 63 + 38 -113 + 3 

Change ovcr Augunt 1939. 

Upto tho end of 1941-42, thc addlion t o  the note circulation was greater 
than the n d  accumulation of ~tcrling awts ,  and was parlly Ijlrckcd by additions 
to rupee securities rendered necessary by the ot.ilisation of oonsidcrabb amounts of 
sterling in debt reputriation. During 1942-43 t.ho aeouruulation of sterling aseets 
began to outpace thc progressive net incrcaac in note cir~ulut~ion while the amount 
of rupee securities held also continncd to increase. By thc end of 1942-43, the 
progeaaive addition t.o the note circulation (since the beginlling of war) corresponded 
more or less to the net accretion of sterling. During the last tmTo ycars the additions 
to the note circulation are consiclerobly lcss than the net additiow to starling 
assets, and thorn has been appreciable replenhlment of the (cash) balances of the 
Governrncnt and the banks with the Reserve Rank. 

61. Banking Legisidion.-- A bill to  consolidtLte nnd amend the Law relating 
to banking eompaniea, the hnk ing  Companies Rill, 1945, was introduced in the 
Legislotiva Assembly by tha F k n c e  Membcr on the 16th November 1944 
and a motion for tho reference of the Bill t,o a Select Cornmitteo of the Legislative 
Ammbly, wau adopted by the Amembly on the 11th April 1946. In  addition to 
the provisions (with wrtaixl modificntion) of Part XA of the Indian Companies Act 
the Bill includes several new provisions deltigncd to safeguard the interest8 of the 
depoeitors and to  cmure the development of bankmg on eound linee. Fuller 
information on the 8ubject is given in the Annual Roport of the Directore for tho 
yeer ended the 30th June 1946. 



VII, CURRENCY 

A. CIRCULATION AND ABSORPTION 

62. Circulation and AbsMpth  of No&.-Statement XXXVI showa tho year- 
end figuree and annual averages of the total notea (excluding Government of India 
one rupee notee) h u e d  and in circulation sinco tho quinquennium ended 1913-14 
together with the percent,age annual rise or fall in the circulation. Burm notea have 
been shown eeparately for the years 1937-38 to 1941-42. Note circulation registered 
a further increw in 1944-46, though the rate of expamion declined aa in the last 
year despite the sustained tempo of the wuntry'e war effort. The annual rate of 
increase fell to  23 per cent. aa agaimt 37 per cent. in 1943-44 and 69 per cent. in 
1942-43, whioh wse the highest rate of rieo in note circulation. The circulation 
increased from R9.882.49 crores at the end of 1943-44 to Ra.1,084.88 ororee at the 
end of 1944-45. The total amount of notee legal tender in Tndin stood a t  Hs.1,094.66 
crores at the end of 1944-46 compared with Re.894 84 crorcs at the end of the previous 
year, while the average circulation for tho year worked out a t  Ra.968.69 crores as 
again& Rs.777-17 crorea during 1943-44. Of the total absorption of Rs.912.52 
ororee of notes since the 1st September 1939, when the circulation in India stood at 
R8.172.36 crores, the year under review accounted for R9.202-39 croree or 22 per 
cent. ae compared with 26 per cent. in 1943-44 when Rs.238.91 crores of notes 
were abeorbed. 

There was a net absorption of notea during all the months of 1944-45 except 
in July when for the frret time since July 1941 a net return (of Rs.9-41 crores) was 
recorded. The average monthly absorption declined to Hs.lG-87 crores from 
Re.19.91 crora in 1943-44 and Re.21.82 crorcs in 1942-43, the peak year of nbeorp- 
tion. AB wusl the maximum absorption occurred in December at Rs.36.61 croree 
as against Rs.46.43 crorm in December 1943 and Re.30 crorcs in December 1942. 
W i g  the first half of the year the increase in circlilation was relatively moderate 
averaging Ra.9-79 crorea per month aa against Ele.19-36 crores during the coma- 
ponding period of 1943-44 ; the ecaond half or the busy w n ,  however, witnessed 
a pronounced rise in the absorption with a monthly average of Ra.23.94 crores, which 
waa'nearly two and a half times that in the first half and compared with Ra.20.47 
croree and R8.25-17 crorea respectively during the concaponding hdvea of 1943-44 
end 1942-43. The dower rste of expansion as a whole during the year under rcviow 
may be attributed to  vigorous loan and taxation programmes (cf : roaaonr, for hlgh 
Government balancee) and official aalee of bullion. 

63. Absorption of Rupees.-The demand for rupee coin (including Cfovernrnent 
of India one rupee notes) showed a further fall dnring the year under review, the 
decline in the rate of absorption being more markod than in the case of notee : the 
absorption etood a t  Rs.10-06 crores compared with Rs.26.60 crorea in 1943-44 and 
the record figure of R8.44.93 crorea in 1942-43. There was a mturn of rupee coin 
during July, August and November 1944 of Ra.l.65 crorea, Rs.1-29crorea and Ra.0- 75 
crores respectively as againet a return of R13.12 lakhe for the single month of September 
1943 during the previous year. Tho increw in circulation during the firat half of 
the year amounted to  Re.2.36 orores and during the eecond half t o  Ra.7.70 crores, 
the wrmqmnm @urea for 1943-44 being Ra.10-68 crores and Re.14-92 crorea 
rerpectively. 



With the cessation of the legal tender character of the standard coin with 
effect from the 1st November 1943, the quaternary nlpeea and Government of Inclia 
one rupee notea constitute as from that date tho total amount of rupee coinin circuh- 
tion. Thc aggregate amount in circuhtion of Government of India ono rupee notes 
and quaternary rupcca (first h u e d  in July end Dcccmber 1940 rmpectively) stood nt 
Rs.123.81 crorca at the end of October 1943. The circulation of rupee coin rose to 
Ra.137.33 crores at the m d  of 1943-44 and toRs.147.38crorea at the end of 1944-45. 

While the metallic coin continued to be in demand in tho interior, a marked 
partiality for tho more co~~veniont and handy one rupee notc was in evidence in 
urban areas and to an extent in certain mofu~eil p t s  ; with restricted isauos of one 
rupee notes, however, the domnnd for quaternary rupees stopped up from about the 
middle of the year. 

During the ycar the Bank received from tho Goverr~nient of India, one rupee 
notes and coin on three occa~ions to the extont of Rs.15 crores in all under Section 
36 of the Reaerve Bank of India Act as nmcuded in July 1940 againet credit8 to Central 
Qovenunent. 

In order to remove possible bpprehonsion in regard to  demonetisation of 
standard d v e r  coin, Qovcrnment ieeuod a press note in November 1944 stating that 
as standard d v e r  rupeca and half rupees of 11112th finenesa had ceascd to  be legal 
tondcr it wae neither illegal nor improper to hoard them or to mclt them for Blrle as 
bnllion ; the aelling of these ooin a t  a value othcr than the fur& value wae likewise 
not an offence. Standard silvcr coin which have ceased to be legal tender are 
accepted nt thc Bombay mint for relining like other silver bullion, and fine silver bars 
(999 fincncas) ieaued in exchange aftcr payment of the u n ~ d  refining chargc.9 
of Rs.2-8-0 per 100 tolm gross weight, the ruinimtun quantity for acceptance being 
3,600 tolas. 

64. Absorplbt of Small Coin.- Statemont XXXVII ahomtho annual absorption 
of small coin by donominations for each of tho years 1919-20 to 1944-45 and average 
a ~ u a l  absorption for the Lnst wm and prc-war quinqucnniums. Unlike notcs and 
rupee coin, the demand for small cob continued una1)atcd during 1944-46 and greater 
quantities were absorbed than hl any prcvious year. It was postlible to meet the 
titeady and persistent dcmatld in a fullor measure owing to largcr nncl more regular 
euppliea from the mints. The mnintenance o f  ndcquate bahnoca of small coin at 
the several depots, Treasuries and branches of the 1rnperial~ad.c of India and ampler 
hnea to  b o h ,  institutions and the public generally cnswed a f r ~ e  flow of small 
cbngo in circulation during the yenr. The position waa t h u  roetorod to normal 
excepting in some ot~tlying pnrta of the country like Cutch and Kathiawar without 
amall coin depots or Tremluics. The al~sorption of sn~sll coin during the ycnr under 
review stood at the record figure of Ra.19.20 croras as compared with Re.18.46 crorw 
in 1943-44, Ra.11-64 orores in 1942-43, Rs.5.06 croros in 1941-42 nnd Rs.2-21 crorea 
in 1939-40, and accounted for 31 - 3  per cent. of the total absorption of R8.61.28 
crorea since the 1st September 1939. The absorption during tho second half of thc 
year, whiah generally coiricidos with the busy season, mas for the first time during 
the war smallor a t  Rs.8.64 crores as against Rs.lO.[iG crorea in the first half, the 
figures for 1943-44 being Xs.10.28 crores and Rs.8- 18 crores for the second and h t  
halves respectively ; this poslribly indicate8 thc beginning of a decline in the rat0 of 
absorption. The monthly absorption ranged between Re.2-05 crorea in May 1944 
andRa.1-33 crorea in February 1946. The following table gives tho abaorption of emall 
ooin by denominations during the war as compared with the pte-war year 1938-39. 



TABLE 26. WARTIME ABSORPnON OF SMALL COIN BY DENOhWATlONS. 
I In laths of rupee) 

Mswh 
1910 

I SILVER 
8 annan . . . .  2 60 77 1 ,  1,57 3.82 6.41 6.51 
4 . . . .  - 5 3 1 43 1.02 1,29 2,97 5,lD 6.41 
~ o t n ? ~ i l v c r  Coin. - 3 91 1.20 2,65 2,86 6,79 10,60 10.92 

I1 NICKEI.  
4 anna~ . . . .  - 4 8 15 .. - 2 - 1 0 - 2 -  1 
2 .. . . . .  4 48 58 72 88 4.22 5.14 3,07 
I snna . . . .  6 61 63 76 99 2,02 3.11 3,43 

. . . .  t 9 ,  . . . . . . 4 67 1,14 1.30 
'Cot~Ih.ickc.lCoi~~ 6 1,07 1.26 I,JB 1,R9 4,71 7,57 7,79 

III COPPER 
Fico . . . .  I 4  5 1 16 28 29 13 20 40 
Half Yicn .. I 1 1 1 1 .. . . . . 
Pie Piecm . . 1 1 1 1 1 1 .. . . 
Total Cuppcr Chin 16 25 18 25 3 1 14 21) 19 

IV Totd S d  Cob 19 2.21 2,64 4,28 5,013 11,M 18,46 19.20 
Excludiug Rurma for Fcbruury and March 1942. t Excluding Hurma. 

Wilh the exceyt.ion of pice yiecea whose ahsorption incrmwd by 69 pcr cent.. 
from Ra.29 bkhs t o  Re.49 Lkhs, the ahorpt.ion of amnll coin of moat donominat*io~~e 
during the ycylrr was only nliglit~ly grentcr than in 1943-44 ; t.hc only donomination 
which uhowcd n umdlcr nbmrption than during the previo~w year was t.he nickel 2 
nnnn piccc, nct. ie~uea of which were Hs.3-07 crows during the year as cornpitred with 
Rs.3.34 orores in 1043-44. Silver accouuted for 56-9 per cent,., nickel for 40.6 
per cent. and copper for 2.5 per cent. of the i~vi~es  rcapcctivcly during tho yoar. 

Altshough the total ou~t-put and issues of s~nall coin during 1944-45 exoeedd 
those of the previous ycar, there were sibw of a gratlual falling off in demand during 
the cluaing months of the year. The mint,agc of amnll coin amountod to 2,143 
million pieaeu in 1944-43 aa againat, 1,836 million pioccs in 1943-44 and 963 million 
pieam in 1942-41. By tho cnd of t,hc finnnci~l year the mints were able to curtail 
prodr~ct~ion as thcy held fairly ndcqncltc ~t~ocka of moRt denomhatiom. AS colupared 
with the peak of 219 Inillion coins in A u p t  1944, the combined output of the t h e  
mints declined to 190 xdliou in February 1916 and was 199 million in March 1945. 

The itlenes of emall coin in the difforcnt circloe during the Iast thrse yeara are 
shown in thc t.ablo below. 

(In thousands of rupees) 

Bombay . . . .  
Celculta . . . .  
Cawnpore . . . .  
Karwhi . . . .  
Jshore . . . .  
Uuh88 . . . .  

Pcrccnlagc 
1042-43 1013-44 incruye 

over 1042.43 



Of the total absorpbion of Rs.19.20 of crores amall coin Bombay and Calcutta 
accounted for Rs.12-29 crores or 64 per cent. the share of Ca1cutt.a being the largest 
at 39.6 per cent. The intensity of demand varied as between different circlw, tho 
ab8orpt.ion in Karnchi, Bombny and Madras circles being lower and in Lahore, Cawn- 
pore and Calcutta highcr than in tho prcvious year. 

65. Totul Absorption of Currency.--Statement XXXVlTI give0 the annual 
sbsorpt-ion of notes, rupee coin and small coin aincc 1914-15. Statement XXXIX 
gives i d r  figurea on a monthly basis for 1944-45 and 1943-44. The total ab~orption 
of currency including small coiu during the year was lower at Rs.231.64 crorcs aa 
agninat R8.282.97 crores in 1943-44 axid compared with the aggregate total 
nhaorption of Ra.199.10 crrores during the whole of the laet war period bctwccn 
1914-16 and 1918-19. Thc! following table gives the wartime absorption of 
currency since Septcmbcr 1939. 

TABLE ZB. WARTIME ABSOIU"Il0N OF CURRENCY. 

(In lakhs of ropc~n) 

Noten Hopes Coin Smsll Coin Totd 

April 1040 to Bfarch 1041 . . . . 19.11 33,23 4,28 56,62 

Total . . 934,32 140s 6lJ8 1,136.14 

Excluding Bur-. 7 Exoludiq Burma fur Pcbruery and Memh 1942. 

Of the total wartime absorption of curreocy of Rs.1.136- 14 croros tothe end of 
1944-45, notes accounted for Rs.934.32 crores or 82 per cent.., rupee coin for Hs.140.64 
croren or 12 per cent. and amall coin for Rs.61.28 crores or 6 per cent. 

The accompanying two graphs bring out the trcnde in tho wnrtime absorption 
of currency referred to  above. The graph a t  page 89 shows ebsorption during the 
yeam 1942-43 to 1944-48 separntely for (i)  note^, (ii) rupee0 and (iii) small coin. 
The lincar diagram in thc accond p p h  at pngc 90 shorn the progreeeive absorp- 
tion of notes, rnpeea and small coin since the beginning of thc wnr, while the bar 
diagram depicts the absorption month by month, for the entire period of thc wnr, of 
notes, rupees and e n d l  coin separately. 

GG. seasonal Morletnents of Currencrj.--Thc normal waaonal variations in the 
absorption of currency reflect the incidence of the buay and slack seasom. Under 
prevailing conditions, the seasonal ebb and flow of currency has, however, h e n  
appreciably ~moothened out and occasionally overborne by the steady demand for 
additional currency arising from the ~ustained level of Governmental expenditure and 
war economic activity. The tablo on pago 91 shows the scnsonnl fluctuation8 in the 
demand ior currency from 1939-40, the period September to February bcing regarded 
aa the busy st.;rson and March to August a0 the slack season. 
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TABLE 29. SEASONAL DEMAND FOR CURRENCY. 
(In l a b  of rupees) 

Slack &on (Much to Aaguat) Bly  seam^ (!kpbder to Febnuty) 
Noton Hal'= Totel Noha Rupcc Total 

Coin &in 
193-0 . . . . - 12.32 -10.74 - 3 , 0 0  00,06 17,21 77,87 
11)4041 .. .. - 8.0% 35,GB 27.40 17,09 2.32 20.3 1 
194142 .. . . 27,11 - - 0,08 21,03 103,0'3 8 3 9  112,08 
1&2-43* . . . . 152,Ol 2,Xi 125,O.t 140.10 40,M 180,14 
1Q43-44* . . . . 140,2W 14.91 155,19 112,M 12.79 125,65 
lWSilfi* .. . . bU,fil 3.M 03,16 132,33 7 3 5  1BU.tltl 

Kxalnding Uurmct figmen from April I W!!. 

It will be Men that oxccpt in 1940-41 and 1943-44 the demand for currency 
was lower in the nluck wmwn than in the bnsy season ; the panicky demand for 
silvcr rupcc coin in thc sumrncr of 1940-41 partly accounted for the larger absorption 
in the slack season during that year ; the cumulative effect of tho vnrio~~s stnbili.uatiwl 
nleasures adopted early in 1943-44 explained the relatively smaller absorption in the 
b u ~ y  season of that, year. 

The following Lnblti gives a comparison of the expansion in note cirt:ulntion 
with the changes in scheduled banks' demand deposits during tho war on a hnlf- 
yearly basis. 

TABLE 30. CHANCES M NOTE CIRCULAITON AND DEMAND DEPOSITS OF 
SCHEDULEDBANKS 

(In erorca of rupeeo 

Bcpt.-JLu. dprit Oct.. April Oct. Alall Oct. dl)rll Ocb. April Oct. 
Lo 11, I*, tu to to to to to to 

Scpt,. Mnrch 8rpt. Murc8h hpt. March Rapt. March Yeld. mrch 

1 Note rireulutior~ rt  llbn en3 of period E 5  217 211 270 388 4U8 651 704 8R3 041 l.llR5 

2 lnrreree durlng the p~rlod .. .. GY - . 8 24 99 118 110 153 113 118 69 144 

4 U e m d  I)~?poslb at the end of 
period .. .. .. .. 143 1bR 172 201) 207 110 370 4 0  601 688 697 

6 TIIITHLIR 3uri11g 111~. perkd . . . . 1) 15  14 97 18 01 52 BO O.i  64 V 

0 Percanlags incrmrs . . . . . . 6 10 9 2 0 40 16 21 11 12 2 

Under norrual couditions opposile trends wcrc witncswd iu the movements 
in thc vollimc of c~lrrency circul;tt.iun aud of demand deposits in the busy and slack 
seasons, note circ~~lat~ion tanding to  rkt? and demand deposits to contract in the busy 
season and vice versa in thc slack wason. Drlring the wir both  deposit^ and cl~rrency 
circulation have continued t,o expand, thc incidcncc of the m o m  being reflected 
in their varying rates of errpamion : during t.hc first half of the year corresponding 
generally to  the slack seaeon in trade there hss been mually a greater relative iucrease 
in demand dcponit~ than in no te~  issued, while a larger comprativc expausion in 
note circulation than in dcpaits hns occurred in the second h l f  of tho year which 
corresponds 1.0 Lhe busy mamu. Thcac trends havc been observed to be in evidence 
throughout the wiu period except in the second half of 1943-44 when there was a 
amallcr expansion in note circulation than in the tirst half. 



67. ' Tdal Money Supply ' in India (Emldity R u p  Coin).-Under thb head 
isgiven n somewhat closer nnnlysis of t,lie Irenda during thc course 01 war in the 'total 
moncy supply ' in tho wuntry and in its miin canstituents, with a view to  hdiwting 
tho fundamental factors underlying thc proceaa 01 monetary expansion during 
wartime. 

The table on page 93 ehow thc composition of the ' t.otnl moncy 
supply' iu tho country since thc beginning of war at snnunl intervals and 
for the lnst half-year t o  March 1945 and on a monthly basis during the last. 
year. Noto circulation (excluding 11ot.e~ held hy banks) plu9 demand deyosita of 
banks (~cheduled and non-scheduled) may be said to mprcsent the cash balances of the 
public ; deposits with thc H.cserve Bank w n ~ k t  of two Innin items : the cash bnbncas 
of 1,anks (ixduding s certain necctrvary amount of reserve hlanccs) and thc caali 
balances of tlovernment (including balances held by the Ciovcrnmcnt on account of 
certain CILIRW of t.ax pyem and refundable to  the Lrttcr). Underlying the riaing 
general trcnd of 'total monoy supply,' there is n mmnro of compensatory  movement.^ 
in thc C R S ~  babnc:ca of the public and tho cash bdances of Govurnmcnt : a detailed 
comparison of  tho figures (not givcn in the table) shows t.hut, hcavy increases in noLe 
circulation (and/or bank deposits) have been accon~pnicd by docreases in the arno~lnt 
of Crovernrncnt bahuces ; on tho other hand, during tho last year or so, the revtraincd 
rise in currency circulnttion and deposite ha& becn associat.ed with conniderublc nddi- 
tiom to Goverwncnt balances. The aggregate of the two kinds of balances may bc 
said to represent, thc total volunie of rcudy purchasing pnwcr available to 
tho community a t  any time, though the two kinds differ greatly as regar& the 
measure of control exercised by Government over their rate of turn-over. 

Confining attention t.o the part of monoy supply which reprwnts tho public's 
cash balances and which i customarily regarded as the wholo of money supply, it 
will be noticcxl from the tahlo that there has been a pcrccptible dewlerat.ion in its 
rate of inercw during rcccnt months. Tho pcrcontage monthly rate of incronsc 
of note circulation went up from 2.0 in tho twelve months ended September 1911 
t o  7.0 in the following twelve months and dcclined thereafter to  4.6 di~ring October 
1943-September 1943'2-O during Octobcr 1943-September 1944 and 2.6 in October 
1944-March 1945. The percentage monthly rate of incrclt~o of demand deposits 
of banla waR 2.6, 4.3, 3.8 and 2.4 during the twelve month perioda given in tho 
table and-0-4 during the l n ~ t  six months. 

As regards thc sources of additioi~s to money supply during wartime, the total 
net accrual of stcrling from the surplue balance of paymcnte on private aa well as 
Qovernmcntnl accout i.e. including the supply of goods and services to Hitr Majesty's 
and Allicd Governments in India against mcovcrable war expenditure, is tho largest 
part, of what may bo termed as the inflationary potential ; thc budget deficit on 
revcnue account nnd the defence expcnditwe on capital account aro other coml.ituents 
of this infiationary potential ; the addition to the internal (nipoe) debt of the country 
acts lurgely as cr deflationary influcnco, (viz., a factor tcnding to reduce the volume of 
money supply in the hands of the public) but haa bcen reflected partly in the high 
and rising level of Covcrnment balanas rcccntly ; the expansion of tho public's 
cash balances given by the addition to the aggregate amount of note circulation, 
rupee coin and srrmll coin and of dcposite of banks, eohedulcd and non-echeduled, 
measuren t.he extent of rnonetn ry inflation (the t o m  to be understood in its context). 
The progressive eerie8 of oach of theue factors since 1939-40 are given in the table 
on page 94. 
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TABLE 32. GENERAL ANALYSIS OF SOURCES OF MONEY SUPPLY. 

(In crurcs of r u p e )  

(1) Total net uccrual of ~tprlirlg 
to end of period aincc tho 
beginning of war . . . . 100 191 44 1 828 1,278 1,710 

2) Budpt  delicit including 
Thfenrz Cnpit.al expndilorc, 
progrcssirc* . . . . . . . . 7 19 181 411 626 

(3) Total of (I)  ~IUI (2) . . . . 1W 198 460 1,012 l,W 2,338 

(4) Tncrccrse in note oireuhtion, 
rupoe coin and emall coin 
circulation, and in tntal 
d e p i t s  oi l w n b  . . . . k3 167 373 808 1.358 1,733 

(5) Inareaso in d e p i t a  wiLh LLc 
Reacrvo Bank, prog-ive t 
(of which addition to Central 
Qorenlrnent buhnces, pro- 9 46 34 58 113 310 
gromivu) . . . . . . (4) (11) (19) (13) (50) (255) 

(7) Inorwee in the ltupee dcbt of 
the Contra1 Dovernmc~~t nince 
31ut h h  1939, pro~reeeive 18 162 231 4 97 6'23 860 

+ Tho actual figurer oi budget dmficit &re nil, B.6,12.7,112-2,189-8 and 155.8 ororee mpec- 
tively for the air yearn from 1939-40 to 184446 (ruvised) mdof deie11cocspitsl expenditun: 62.6, 37.5 
atid 6'3.4 crome daring the h t  three yeare. t Increase in the nvcrage of the bet  q?uukr of each year. 

The direct and close correlation of the first and foukh series is readily apparent : 
during the fird thrco years the net progreseive dnlount of nccrual of st8crling is some- 
what larger thnn bhe degree of increase in monetary circulation, and dtuing the liwt 
three yetrrs it, is somewhat smnllcr. During the last, t h e e  years, thc ' budget deficit ' 
bas increased somewhat rapidly and added another element to  thc inhtionary yotan- 
t.ia.1. 13ut tho simultaneous larger increaee in the rupee Qbt of the CenCral Qovorn- 
ment hns subrrlaxltially noutraliaed the inflationary irnpct of the budgct deficit 
011 t.hc public'e canh bahnces, though in the process the  government'^ cash brrlauces 
have appreciably increaecd. Somc part of the incmase in bauk deposits (and there- 
fore in total money aupplieu) must be aasigncd to .secondary expansion aa reflected 
in the apprcclble rise in bank advances inco the last quartor of 1942 (& para f ig) ,  
but for the greater part the increase is primary in chnrrrcter, and derivoa from the 
same factors as t.hc increase in currency circulation. 

B. MISCELLANJiOUS MATIERS CONNECTED WITH CURRENCY 
AND COINACE 

68. Chnnp,? i . 1 ~  the fm o j  ,fNotm.-During thc yem under review Bank notee 
of the tlenominations of Rn.100 and Bs.5 bearing the s i p t u n :  of Sir Cl~tan~nn 
D. Dcrhmukh, the present Governor of thc Bank, wcrc iss~~ed,  the de8ib.n of the 
notcs remaining unaltered, me first issues of them were made from tho Karachi 
and Delhi officcs respectively on the 5th Nay and the 2nd June 1944. The design 
cd Rs.10 notes was altered, the new notes bcing h t  put into circulation from the 



Bonlbny office on tho 5th Octobcr 1944. A new series of Government of India 
one rupee notee with the serial prefix and the number printed in geeu iuetead of 
in black were alao issued from the Bombay ofice on the 1st Decemnber 1944. 

69. Encuslimd of B u m  Noh.-The strhgeut re~trict~iontl on tho i n ~ p r t  
of Bunua notcn into Indin and on thcir cncnehincnt detailcd in prcvious years' 
Reports continued to be enforced. The total amount of Burnu notes encasl~ed 
during the year under review was only Rs.9,33,305 ae against Rs.38,64,536 in 1943-44 
and Rs.5,'l9,!20,095 in 1942-43. Thc tntnl vduc of n o h ~  t h ~ w  tendered since the 
5th January 1942 when the Rank wrra fimt authorised to  encaah Burmrt notes 
aggregated Ks.6,8?,57,715. 

7 CircecEnlion o j  Ndcs l y  Dc~minuticm.~.- Stntfimcnt XI, shows the relative 
popularity of the diffcrcnt dcnominntiol~s of note.¶. Notes of all denonhtions, 
excepting the b.50 and Ks.600 issues of wllich further declined from Rs.37 lakhs 
ancl Ha.60 l a b  to Rs.30 I f i s  and Rs.:)2 lukhrr rcspcc%ivcly, contributed in n greater 
or less degrce to thc lnrgc cxpnmion of pnpcr currency during 1944-46. The pro- 
portion of H.s.2 denomination which was introduced in FeLruary 134:) to relieve: 
the strain on one rupee notes stood at  I per cent. of the totul notcs is~tlcd a t  the 
end of Decernber 1944 us (:o111pnra1 with 0.7 pcr ccnt. n ycat before. During the 
wir thc circulation of notcs of highcr dcnominations has expanded to a relatively 
lnrgcr cxtont in India as in other countries. Tile proportion of Rs.100 arul Rs.l,O(M) 
notcs to total notes issued rose from 32-1 per cent. and 5 .3  per ocnt. rcspcctivcly 
in 1939 to 34.9 per cent. a d  10.9 per cent. in 1943. During the year, Hs.100 
clenomination rotrc furthcr to 38.0 pcr txnt. while the Ks.1,000 notes slightly declined 
to 10.1 per ccnt. It may be added that the proporLion of the Rs.lOO denornuutiou 
during the last war continued to be the highest and rm,  steadily from 36.0 pcr cant. 
at  the eticl of 1315-14 to 38.0 pcr c:cnt. at thc cnd of 1917-18 while Hs.10 notes 
drclincd fro~n 34.9 pcr ccnt. to 31.9 per cent, during the same period ; the Ru.1,000 
clcnoniinntion in contrast to the trends during the prctseut war, nhowcd n dcclinc 
from 18-0 per cent. a t  the end of 1913-14 to 16.1 cant. nt tho cnd of 1917-18 
after rr teniporary rise to 20.0 pcr ccnt. a t  thc cnd of 1914-15. Together these 
two denomnhtiom accounted for 48 pcr ccnt,. in 2944 as a g a h t  46 per cent. i n  
1343 and 38 pr ccnt. in 1939 whilc trhe combined circulation of Rs.5 lrnd Rs.10 
notes dropped to 51 per oent. as a g a k t  63 per cent. in 1943 and 61 p , r  ccnt. in 
1939. 

Similm trencis in t l ~ c  composition of note circ:ulntion during warlime are 
noticeable in other cou~~trics. Tn tho Uilited Statee, larger iienomination notee 
corrlpriuizlg of $50 to $10,000 increased rcsyectively by 45 ycr ocnt. and 39 per 
ccnt. in 1943 and 1944 compared to incre1rsp.n of SO per ccnt. and 19 per cent. 
respectively during the same pexid in sn~nll dcnomimtion noles comprising of 
$1 to $20. In  Australin, clenominntiona of 110 ancl f6  notes from the outbreak 
of the war upto the end of 1944 increased by more than eight-fold s d  nearly eix- 
fold respeotivcly as against a four-fold increase during the tmrnc: period in total 
note circulation. During the war, notes of large dcnominations have come in almost 
every country to be utilieed an a mcans of payment in black marketa or for the 
purposes of honrding. With a view to divcourtlging such prncticctl the aiithoritics 
in Britnin announced in March 1945 that notes of denon~inntions from f 10 to 11,000, 
issues of which were stopped in 1943, would cease to be legal tender with effect 
from the 1st May 1945. Thc Al~stralinn Government have announced thcir intention 



to adopt aimilar mcnsures, with the result that considerable qiiant.ities of notes 
of Inrgcr denomination9 have begun to return to the Comrnonwcalth I3u11k lrom 
hoardera and others. 

71. OW Note.8.-Scction 84 of the Reeerve Rank of 11idia Act providcs that 
any currency note or bank note which has not been prescntcd for payment within 
40 ycrrrs h m  its date of issue ahall be deemed to be no longer in cirouIation. The 
value of currency notes written off under this section (luring 1944-45 azuounted 
to  Rs.1,29,180 compared with R~.2,11,260 in the previous ycur. Notes amounting 
to Re.8,840, which had been previously writtcn off under this ~cd ion ,  were presented 
for p n p e n t  and wcre paid by the Ranking Department dtiriq the year. Thc 
following table givce the value of notes writtcn off and refundcd for the paat three 
years. 

1942-43 1 9 4 3 4  1tM4.45 

Value of Notes written off st tho end of the yeer . . 122,740 211,200 129,180 

Valse of Notee refundod during the year . . 7,180 Do0 8,840 

72. fist ,  Destroy& wnil MutilatME N&.-The tablc bclow gives the dctails 
of lo& or wholly destroycwi, half and mutilnted notes i a  respect of which claims were 
admitted in India during thc year under revicm. 

No. of No. of Amount of Amount paid 
claims piwee claims againet 
admitted admitted ckimn 

Lost or wholly deshyal notes . . 297 677 1,43,m 10,800. 

Mutilated notea .. .. .. 69,188 2.96,OfEd 30,12,2GO303 24,W).318 

Reyreaente amount paid during 1944-45 in reu~eot of clrimr, admilt4 in previous yeuxu. 

73. Note Furpries..- Tho total number of forgcd notes (including Covcr~ment 
of India one nlpcc notes) receivd during the year further declined to 13,675 
compared with 13,239 in 1943-44 and 14,Mi6 in 1942-43 and wna distributed as 
follows. 

Year Re. 1 Re. 1 Ha. 2 Rs. 2) Fb. 5 Rb 10 Re. EO Rs. 100 Ik 1,000 
Old Government 

Nota of India 
Not- 

Thero has been a progressive incrcaw in the number of forgeria in respect 
of %.lo notes and a continued decline in the caw of Government of India one rupee 
notcs, the forgerics in these two denominations being respectively 39 per cent. 



and 38 per cent. compared with 24 per cent. and G5 per cent. in 1943-44. The 
numhcr of forged notw of Rs.2 dcnominatiion was also higher during the year at 
2,599 and was 20 per cent. of the total. Tho nurnbcr of cams of forgery detected 
in Calcutta was 6,493, in Bombay 2,611, in Cawnpore 1,939 and in Lahore 1,183. 
The following table gives certain particulars regarding prosecutions on account 
of forgeries for thc prrst thrce yoar8. 

Y a r  Frevh Pending at the Totd 1)isohargea C o n v i d i o ~  Ponding 
proeccutiona end of the t& 

pravioul yeur 

74. Coinage.-Stntomcnt XLT givea A t a g e  of rupee coin since 1835. Hupees 
were not minted between 1922 and 1940. Rupee coin minted during 1944 amounted 
to Rs.23.76 urores agixmt Rs.6.70 crores in 1943. The following tablc gives the 
total mintage of rupao coin and the various denominations of anlsll coin during 
1944-46 a t  the Bombay, Calcutta and Lahore mints. 

TABLE 33. MINTACE OF RUPEES AND SMAU COIN BY DENOhUNATIONS. 

Denominatio~r Hornbay Mint Calcutta Mint Lnlrore Niut Totd 

Rs. 8. HE. a. Re. a. R* L 

.. Half Rupees . . 2.26.00,000 0 . . . . 3.96.00.000 0 6,20,00,000 0 

, Quarter Rnpeeu. 4,22,00,000 0 . . , . 2,16,26,000 0 6,37.25,000 0 

Nickel 2 a n ~ a  .. .. 3,73.00,000 0 .... 7,W.OW 0 3,80,94,000 0 

Singlc Pice . . . . . . 32,20,600 O 2.77,000 0 7,97.262 8 42,94,862 8 

Totd . . 2l,72,39,3SO 0 4,45,95,750 0 16,92.16 f 62 8 4@,10,51,362 8 

Of tho total mintage of Ra.49.11 crores during thc year under review small 
coin accounted for R8.22.57 croree or 46 per cent. as against 73 per cent. out of sn 
aggregate mintage of R~.27.87 crores in 1943-44. The mintage of quaternary 
rupee coin since December 1940 when they were fht  minted upto the end of March 
1946 amounted to Rs.88.30 crores. 

75. WilhrErawul oj8.iluer Coin.--All Victoria and King Edward VII rupcc and 
half rupco coins were withdrawn with effect from the 1st April 1941 and the 31st 
May 1942 respectively and King George V and King Gcoge VI standad silver 
rupees and half rupees were called back with effect from the 1st Nay 1943. The 



amount of silver coin including half r u p ,  quarter rupees and one-eighth rupees 
withdrawn from circulation during 1944-45 ie given bclow. 

(Ln l a b  of rupees) 

Queen Victorir 1840 . . . . . . . . . .  0.07 

Stundad Silver Rupuou . . . . . . . . . .  GO.26 

Other u~lcormnt coin . . . . . . . . . .  0.W) 

Under the Indian Coinage Amendment Act, 1918, silver two nnnn pieces 
are no longer coined and issued, but coin previously issued contin~le to be legal 
tender. The standard d v e r  four anrut pieces also continue to be legal tender. 

76. Withdrawal of Nickel and Copper Coin.-Eight a m  nickel coin were 
withdrawn under section 1SA 01 the Indian Coinage Act, 1906, with effect from the 
1st October 1924, and are now received a t  Iuue Qfficas only. Double pice coin 
are also hcing withdrawn from circulation but arc still received a t  Tressurics and 
Imue OfXcea. The total nominal value of uncurrent coins a d  badly worn and 
defncd nickel, copper and bronze coins withdrawn from circulation during the year 
W;LB f a  f0ll0~8. 

Rs. a. p. 

. . . . . .  Niokel eight a n n ~  188 U 0 
Uncarrent coin . . 

Bronze double pioe . . . . . .  409  1 0 

M y  worn mnd delaccd 
nickol, copper mud brom 
coin. 

Nickel 4 . . . . . . . .  43,085 8 0 . . . . . . . .  Nicbl-121- 19.709 0 0 . . . . . . . .  Nickel -11 1- 36,670 11 0 
I - . . . . . . . .  616 1 0 
Singlo Yirs . . . . . . . .  4,047 0 0 
Half Pice . . . . . . . .  3 I S  10 

. . . . . . . .  Pie Pi- 9 1 2  2 

77. Cbuntwj" Coin.-Tho following table givca the number of counterfeit 
coin by denonlinetiou cut  at treasuries and railway atatione during thc three years 
1942-43 to 1944-45. 

1944-46 1553-44 1842.43 

Hilver Kickel Mvcr Nickel Silver Nickel 

Half Rupees . . 4,881 28 7,366 96 18,386 118 

Quarter Rupees . . 7.113 1,406 7,303 3,006 17,832 6,b34 

Eighth R u m  . . 9'3 18,300 I G1 9,400 836 29,254 

One Anna . . . .  . . 3,!241 . . 4,307 .. 10.987 

H s U h  . . . .  , . . . . . . . . . 1 

d . . 22,976 54,102 17,408 3s76,1Sb 46,894 



INDEX NUMBERS OF WHOLESALE PRICES AND COBT OF I A m a  IN INDIA 
BND CERTAIN OTHER COUNTRIEB BINCE 1938. 

(JANUARYJUNE 1939=100) 

( Reference pu rag-raph 12 ) 
Indin U.K. U S A  - W 1.p.a 

Cllcatta Bombay 
1 (; P c P C P c Y u P C 

(Odginal Bore :- .I& I930 J u b  1926 IQW. ION lOM- lQI8 1Q28- Od. 3 njJ lo14 a9 se 
In 

a0 low :% 

Year and m0nt.h 

- ~ s b n l a i y  .. .. 1211 115 161 128 106 1112 117 108 104 106 119 120 
Mnrch .. .. 124 111 165 12V 107 102 117 1UB 104 105 122 121 
April .. .. 129 117 1b6 130 10D 10.1 118 100 1 104 1 121 
Mny .. .. 13'2 118 155 130 111 104 121 110 10s l M  123 122 
Jttno .. .. 1YU 118 167 12U 114 IIXI 120 111 I 106 125 122 
July .. .. JbE 122 167 129 116 1 M  124 111 I 1UB 1x0 122 
A ~ t r n ~ s t  .. .. 163 120 157 l2n 118 107 1211 I14 106 1lX 125 I22 . . 
Br&rnbr . . 
October . . 
Nnvembrx . . 
Mnrrh -- ;; 
April . . 
EL :: 
July .. 
A I I ~ I I ~ ~  . . 
Ssl~tcrnber . . 
October . . 
Novsrntmr . . 
h e m b c r  . . 

1 H 0  JmWy .. 
February .. 
March .. 
Aprll . . 
May .. 
JIIUO . . 
JUIJ .. 

1 65 
150 
151 
1 M  
184 
I D 4  
'LOO 
211 
ssn 
241 
265 
266 
275 
206 
3% 
823 

. . 
~ t i u n t  .. 
(Icytembcr . . 
October . . 
Kovcm1r.r . . 
Dcmruber .. 

1844 Janauv . . 

P-Whdsrrls Prier. C - h t  of Uvlng. #ournot : 0aImtt.a-In& R.de Jomnrl (P) : Bombay-Lbotv G w t t e  ( D.K.- 
Bard  of Trade (Y)  ; MInLatr$ d htau (0 : U.8.A.-Bamk~nrarr of Lbau 8 t r t U l a  (F.C.) ; -a-Domlnlon Bum" d ;8trtJstlcs 
(P.C.) ; Germany-llonihly Bulletin d Ibtbtla. League of N a t b  (P.C.) ; J8pn-Bralr d Japm (P.C.). 
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191 OLI 
CR I SLI 
89 I 9L. 1 
891 9LI 
891 SL 1 
$48 1 CL I 
691 YLI 
091 9L1 
9LI 181 
9LI 081 
9L1 RL I 
9Ll 8LI 

.- 

Z'QPi: 
6'9PL 
C'StZ 
I'LPZ 
I'm 
I -mZ 
Z'BEZ 
E' Wb 
Z.IVZ 
c!-VBZ 
0.ICZ 
L- LIZ 

BOS 
X oz 
ROZ 
60; 
z1z 
ZlZ 
Zl z 
ZIZ 
811 
ZI Z 
ZIZ 
ZI z 

9% 
WI 
zgz 
19b 
Kc11 
EFZ 
:vz 
w Z 
LEZ 
Z9Z 
99; 
ZEZ 

nL I 
8: I 
8LI 
8L 1 
8LI 
8L 1 
LLI 
v01 
COG 
861 
t6I 
w I 

191 
19 1 
IT1 
191 
60 I 
FPI 
F%I 
t PI 
&t l 
EPI 
EVI 
EP 1 

m1 
CPI 
%I 
OZI 
GI 
OZ I 
02 I 
oz I 
Oz I 
0; I 
8ZI 
92.1 

8m 
911 
KI 
I1 
001 
I;R 

RB~S 

L'90t V'8iZ 
8'WI P'89Z 
t'E61 L't9Z 
E'68I 0'19Z 
1'681 9.892 
0'WI 9'LLZ 
I'181 0.ZLZ 
8'98C &'EL2 
8'281 O'ELZ 
f'8LI I'm 
V'ELI B'Z8t 
Z'VLI L'99Z 

OZZ LEV 
zzz LZI 
9ZZ Y It 
612 *It 
181 OOE 
181 OoE 
m I 2%; 

P6 1 
is1 
MI 
*BI 
t61 
v6 I 
881 
LLI 
LL I 
LLI 
LLI 
L91 

O'ZLI f'8SZ 
O'UI 9'802 
8'1Ll 2'681 
€'Ill L'8L.1 
9-89I Z'lL1 
C'BI 9'WI 
I E'WI 
z P'Z9I 
s-zor o'mr 
l'Z9I E'W1 
I'8P1 Q'LEI 
C'29l 6'6ZI 

--- --- -- - --- 
HI ELI SEI a1 
881 811 !ZI ZI 
BLI L11 601 601 



STATEMENT m 
BALANCE OF TRADE IN !~ERCHANDISE OF BRITISH INDIA: 1944-45 

(Refmence paragraph 14) 
(In lakha of rupoes) 

1943.44 1944145 
Impoh* I+ Exports R z p d  Re-exports Tots1 Ex- B.Lacs of Importa* Impwt Exports Ezpart He-exports Total Ex- B.Imca af 

Price P r k  porte bade Ptirs Price ports trade 
Indic@ Imiieuf Imiiuut Indieut 

9,37 164 15,37 118 51 15,88 + 631 April 12.69 142 16,23 135 76 I6.9D + 4,40 
8,04 117 16.39 125 36 16.75 + 8,71 -bLeg 15,06 123 16,97 133 28 16;2I - 81 
8,67 137 18,Ol 128 27 18.48 + 9,6l June 14.21 123 18,94 14-5 28 19,22 + 5.01 
7,62 103 12,66 142 1.17 13,83 $- 6p July 19,26 133 21.37 132 56 21.93 ' $67 
9,S0 159 1697 126 50 17,2i + 7.71 Awust lCp6 136 18;%1 110 47 18.08 z I@ 
8.91 136 13.98 13e 49 14.47 1 September 13,36 125 18.63 131 2,76 21.28 + 7 s  
8.35 I45 18.36 124 3,65 1 , 0 1  + 1a6S Octobor 16.86 120 18.26 130 3,03 
9,56 134 19.87 126 3.03 23.00 +- Rovember 18.64 113 17.10 132 i 5  17,85 - 

12.80 150 11.85 128 35 12.20 - 60 December 10,13 18.56 2 , l i  
2139 + IUI 
20.73 460 

11.85 119 16,53 132 53 17,013 +- 5 3  Jaousrp 18.80 18.07 1 9 4 0  19.47 + la 
1 5  108 23,lO 116 56 23.86 + 1l#l F c b r ~ ~ r y  17,M 16,91 2.45 18.38 + 52 
12,37 138 16.04 123 64 16.58 + 419 3hmh 19.68 13,24 1.78 IG,02 - 4.66 
l.19.05 132 l,S9,03 I25 1 0 s  + 99 T d  Z m 9  2 .103  16.68 22?W + 

+ Excluding value of railway mteriale imported direct by State Railways working under company management which am not paid for in tho ordinary 
and not therdoro t a k a  into account in amvbg at the balance of trado, t Base 1927-28 = 100. 

STATEMENT N 
IEIGEEST, LOWEST AND AVERAGE (ANXUAL) PRICES OF GOLD AND SILVER IN BOMBAY AND IMPORT DUTY 

O S  SILVER SLNCE 1926-27 
(Reference paragraph 19) 

Gold (per tala) Silmr (per 100 tolu plr) 
Year High& Lovent Averoge Highest Loweat Average Import duty 

Ra a p. Rs. e. p. Rs. r. p. Ib. a. p. RI. a. p. Ra a. p. Fb. a. p. 
1926-27 . . . . 21 11 6 21 4 8 21 7 8 72 0 0 6 5 8 0  63 1 5 3iZ 
1927-28 . . . . 21 11 3 21 4 9 21 7 6 81 2 0 56 8 0 59 3 7 $9 

1928-29 . . . . 21 11 tl 21 4 6 21 6 10 ' 6 6 6 0  58 2 0 60 9 2 1s 

1929-30 .. .. 22 0 0 21 6 3 21 7 G 59 7 0 46 14 0 53 9 11 
1930-31 .. .. 21 13 3 21 3 6 21 12 6 67 4 0 39 0 0 46 16 1 0 "6 0 
193132t . . . . a1 2 0 21 3 6 24 4 3 66 8 0 41 12 0 50 3 1 1  14 1 0 
1932-33f . . . . 32 1 6 26 10 0 29 6 2 6 0 0 0  18 14 0 62 11 4 11 1 0 
1933-34t . . . . 34 12 0 28 11 0 32 4 5 82 15 0 56 0 10 17 9 3 69 14 0 
1934-35t . . . . 36 13 3 33 3 0 36 15 8 69 0 0 6 0 7 0  6 0 1 3  6 11 11 6 
193530t .. .. 38 12 0 31 3 6 35 4 11 87 0  0 46 12 0 8 6 1 1  4 1 1  0 
1 9 3 U 7 t  . . .. 36 8 0 33 13 3 34 12 6 6 6 2 0  47 0 0 6 0 5 8  4 1 1  0 
1937-38t . . . . 35 2 9 34 3 8 34 7 10 6 6 1 6  6 46 1 6 61 4 1 7 0 6  
1938-30t . . . . 37 10 8 34 12 3 36 10 3 53 1 6 48 2 0 dl  11 3 7 0 6  
1939-40t . . . . 43 8 0 36 9 0 39 13 11 44 7 9 6 6 4 9  7 0 6  6 6 4 0  
leetralt .. . . 48 8 0 4 0 2 t i  42 6 0 64 13 0 5 4 1 0  0 62 8 0 7 0 6  
184142 . . .. 67 1% 0 41 9 6 44 7 11 97 6 0 61 12 6 66 1 1  4 8 7 0  
184243 . . . . 52 0 0 4 4 1 2  0 57 10 10 116 8 0 76 4 0 94 2 6 8 7 0  
1943-44 . . .. 96 4 0 6 5 4 0  76 11 6 141 8 0 101 8 6 120 7 1 1  8 7 0  
1944-45 . . .. 76 12 0 61 1 0 71 7 4 143 4 0 113 10 0 128 10 0 8 7 0  

f Gold esportsd from India. 
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STATEMENT 

(Reference paragraph 22) 
Price in London Market price in Price in Bombay (per 100 tolu gmu) 

(per stnndard h'ew Tork 
ounco) @or fine ounoe) 

Month Highest, Highost, spot Settlement 
Lowest, L m s t ,  

Averago. Average. Highent Lowest Average Ifighest Lowest Avorage 
1941.45 d. Cents. Ra.a.p. R 8 . a . p .  R s . 8 . p .  Ha. a. p. RE. a. p. Re. a. p. 
April . . . . .. 2 3) 442 113 4 0 132 6 0 137 10 10 141 4 0 129 4 0 135 4 8 

(24) (4) (26) (1) 

Avorqe 
estimated 

stocks during 
each month 
in Bombay 
(in h r e  of 
2.800 tales) 

450 

May .. .. .. 234 444 139 14 0 129 6 0 135 12 7 1 3 i 1 3  0 12710 0 134 6 4 600 
(10) (23) (10 6: 16) (23) 

July .. . 

September .. .. 43) 4 4  132 4 0 119 12 0 125 6 7 131 8 0 117 4 0 123 14 4 660 
(1 & 2) (23) (1) (21) 

October .. . . 23+ 44f 126 0 0 116 0 0 1 2 2 6 1 0  123 5 0 113 8 0  1 2 0 7  3 430 
(13) (27 j (13) (25 6 31) 

Sovomber . . . . 23) 442 124 8 0 11310 0 118 1 6  113 2 0 111 12 0 116 12 10 653 
(28 a 29) (7 (7) 

Decembcr . . . . 23i  4 4  135 0 0 119 2 0 12615 8 136 8 0 118 2 0 125 10 3 960 
(22) (4 )  (26) (5) 

Agum within brackets refer to dates of quotations. * The price was changed from 234d. per standard ounce to 25Jd. per fine cunce from2ndJanaary 1948. 



STATEMENT vm 
PURCHA~ES OF S T E R ~ G  BY TEE RESERVE BANK OF INDIA SINCE 1937-38 

(Reference paragraph 24) 
(In thomnda of f and rupees) 

N o t p r v c h t  Awampsb Net p m h  f Aoemga rat4 
of pumhares* of purcllrm* 

0 . a. d. 1 Ra. a. d. 

1943-44 Months 1944-46 
9.219 12.29.26 1 6 . . . . April . . . . 8.783 11,70,85 1 6 
8,721 11,62.79 1 G . . .. May .. .. 4,1166 6.47.H 1 6 
0,338 8.46,08 1 6 .. .. June .. .. 6,824 9,U9,74 1 6 
7.008 9,:34,17 1 6 .. .. July .. .. 12,400 10.63,OQ 1 U 
8.648 11,30,46 1 6 .. .. Augwt .. .. 10.218 13,62.18 1 6 
8.371 11.16.W 1 8 .. .. Bepbmber.. .. 7.037 8.311.23 1 0 
8,047 11,02,89 1 0 . . . . Oatober . . . . 9,285 12.37.98 1 6 
7,476 9,90.78 1 6 . . . . Novembr .. .. 9,407 12.64.31 1 8 
9,673 12.76.30 1 0 .. .. December.. .. 9.731 1%,97,40 1 U 

11.130 14,84,03 1 G .. .. Jmuary .. .. 4.447 5,92,61 1 0 
6,695 7,46,88 1 B . . . . February . . . . 3,001 4,70,68 1 0 

14,3WI 1 , 4 1  1 6 .. .. Mamh .. .. 5,220 8.05.38 1 6 

106,310 1(6,41,12 1 6 Total . . . . 91,808 1ZL.38,36 1 6 
t Represent excesa of deliveries undor rcady and/or forward cont.mcta over mles. Nearest to d. 

STATEMENT XX 
PROVINCIAL GOVICRNIKENT BUDQETB, 1945-46 

(Reference paragraph 34) 
(In lakb of mpuss) 

Acoounta R e v i d  ILtimrtsr Budget Emtimatas 
1949-44 1044-46 1946-46 

province Royenue Expen- Surplw + Ravenuo Expen- S u r p l ~ f  Revenue Expen- Surplus+ 
&turn Deficit - ditum D e G t  - diture DeUoit - 

Central Provinasa and 
Hemr . . . . 8.GG 8.55 + 1 9.40 9,45 + 4 D,4R 9.48 + 2 

North-Wwt Frontier 
Provinoe . . . . 3,GG 2,35 3. 20 2.76 2,Q2 - 10 2,67 2,70 - 12 





STATEMENT XI 

GOVERNMENT B A ~ O E S  IN INDIA WITH THE RESERVE BANK OF 1 ~ ~ 1 . 4  AND AT GOVERNMENT TREASURIES, 1914-45 

(Reference paragraphs 37 h 41) 

(In lalrhs of rupeee) 

k r * s  Bank of In& 

Central Gorernment Provincial Gowrnmenttl 

191344 19&-45 1943-44 1944-45 

Comment Tm& 

Lnat day of the month Central Government Provinoial Qovernrnents 

1943-44 1944-46 1943-44 1944-48 

April . . 
&Y . . 
June . . 
July . . 
August .. 
September . . 
Ootobar .. 
Piovember . . 
December . . 
Jnnluvy . . 
February . . 
March .. 



STATEMENT XII 

( Refeellce paragraph 38) 

Amount offered Amount Amount Amount of inter- 
for tender t e n d e d  sold medistee sold 

1918-19 . . . . . .  .... .... 87.09. 05 .... 
.... 1919-20 . . . . . .  .... .... 102.48.00 

1920-21 . . . . . .  .... .... 139.18.00 .... 
1921-22 . . . . . .  .... .... 139.26.00 .... 

.... 1022-23 . . . . . .  .... .... 95. 84.00 
1923-24 . . . . . .  .... .... N.M.00 .... 
1924-21 . . . . . .  ...a .... .... .... 

.... .... 1026420 .., .... .... 
.... 1926-27 . . . . . .  .... .... .... 

. . . . . .  1927-28 33.76. 00 63.62.30 21.86.80 4.50. 45 

. . . . . .  I I ' 1928-29 31.76.00 38.19.60 2448.75 1.89. 25 
192830 . . . . . .  66.00. 00 93.85.25 44.73.00 20.00. 76 
1930-31 . . . . . .  98.00.00 107.22. 50 69.11. 00 89.91.76 
1831-32 . . . . . .  104.00. 00 107.60. 75 15.00.00 120.26.60 
1932-33 . . . . . .  81.00. 00 139.32. 00 66.97.00 65.60. 25 
1933-34 . . . . . .  ~.'J%oo 120.95. 00 76.14. 26 35.98. 75 
1934-35 . . . . . .  61.50. 00 103.85. 25 59.47. 50 29.35.00 
1936-36 . . . . . .  00 113.51. 50 67.76. 75 12.73.73; 

.... 1936-37 . . . . . .  83.00.00 125.QQ. 00 80.98. 50 

.... 193738 . . . . . .  72.00.00 117.86. 00 71.99. 25 
1938-39 . . . . . .  83.60.00 128.90. 26 82.13. 26 15.3s. 71 
1939-40 . . . . . .  11.60.00 116.96,6 0 70.60. 00 49.93. 00 
194041 . . . . . .  w & o o  162.48.00 84.00. 00 17.32.76 
194142 . . . . . .  81.00.50 140.27. 00 81.00. 60 37. 59.50 
1 W 3  . . . . . .  317.00.00 627.43.60 309.42.00 62.50.75 
194344 . . . . . .  384.00. 00 628.59. 00 359.71.25 36.47.60 

.... 1 9 U 4  . . . . . .  zf;e.00.00 551.48.50 219.?7,7 5 

Induding holdings in the Cnmncy R w v s  up to 1034-35 and in the Issue Department of the Bank themtter . 

Tobl amount 
sold 

(In thoubsllds of mpeed) 
Amount 

outetanding 
at end of year* 

49,24.30 
62.98.00 

104.93,lO 
11i.a~. 70 
71.23,90 
61.77.20 
49.65. 40 
49,66.15 
41.47. 16 
39.52. 66 
43.14. 80 
65.25.45 
61 36.60 
97.19,BS 
61.57,20 
59,!23. 70 
64.34ga 
32.13. 00 
28.53. 76 
38.00. 50 
46.30. 00 
64.70. 60 
68.90. 26 

130.97. 76 
284.69.60 
110.01. 25 
86,70.50 
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STATEMENT XVI-(con!inued) 

End of 
bfarch 

we of 
Total 

PCELIC DEBT OF I X D U  SINCE 1913-14 

(B) Sterling Debt * 
(Reference paragraph 46) 

Percent. Between Percent. 
Over 10 age of 6 and 10 age of Under G 
year3 Total years Tolal years 

Percent- t Other 
age of otlips- 
Total tions 

(In croros of rnpecs) 

Percent- 
Percent. ape fn- 

age of Total crurea (+) 
Total or de- 

crease (-) 

Converted at 1e.h. 43. per rupee up to 1923-24 and theresfter st lsh. 0d. t Including (1) the unclaimed balancw of old loam which have cersed t o  
besr inbereat from the date of diecharge and (2) the balances relating to  Sorvico Fun&. : Excluding Railway Annuities. 



STATEMENT XVII 
(A) P o s ~  OFFICE CASH CERTIFICATES * 

Reosipb Repaymentu Net receipts Amount 
outstanding 

1044-45 . . . .  6,48 4,31 1.17 3$8l 
+ Fikwroe lor Burma are includcd up to 1938-37. 

(B) POST OFFICE DEFENCE SAVINUS CERTIFICATES f- 
Amount 

Nct ruccipts outstanding 
4,29 rn 

1942-43 . . . . . .  2.02 8 1 1,21 as 
104344 .. .. . .  2,43 1,UY 1.4 1 6 f l  
1944-45 . . 55 - 65 6,42 

t &~lncdi by the ~drelrc-par National Saving8 Certi6catoa from thc lat October 1913. 

(C) POST OFFICE NATIONAL SAVLNCS CERTIFICATES 
h c i p t e  &prymuuts Net meipta Amount 



(A) POST OFFZCE S A ~ C B  BANK * 
(Reference paragraph 48) 

Dspodb Intersst W ~ t l d r a w s l ~  Net incrsmse 
in Dnpoait~ 

Figurca for B u m  ate incllided up to 1336.37 . 

Amount 
oatstnndin,o 

Net inoreaee Amount 
.h poeitd Withdrawale in I)oposit.s outstanding 

1941-42 . . . . . .  11 . . 11 11 
194243 . . . . . .  29 . . 2 0 40 
194344 . . . . . .  3. 59 1 3.58 3.98 
1044-45 . . . . . .  4.37 2 4.36 %33 



CIRCULATION OF NOTES BY DENOWNATIONB SINCE 19 13- 1 4 -f 
(Reference paragraph 70) . ...10.000 NOTEs IN CIRCULaTIOX (in LUle of rupees) Psrcentope QIMU Circubtion of ol2 ndu m e .  

1914 . . . . . . . . . .  
1921 . . . .  9. 52 .. 61 

.. . . . .  1922 9.93 27 

.. . . . .  1023 10.88 13 
1924 . . . .  11. 30 .. 7 

.. . . . .  19211 4.16 4 
1926 . . . .  72 .. 2 
1927 , . . . .  2 
10% , .. 39 .. 1 
1929 . .  36 .. 1 

2IMO . . . .  36 .. 1 
I931 . . . .  34 .. 1 
1032 . . . .  34 .. 1 
1933 . . . .  33 .. 1 
IDS( , .. 38 .. 1 
1 . . . .  32 .. 1 
Year ended (31d Dso.) 
1886 .... 32 .. 1 
19% . . 83 .. 1 

.. .... 1 1 7  a2 1 
1938 . . . .  32 .. 1 
1030 . .  32 .. 1 
lW . . .  32 .. 1 
1841 . . 32 .. 1 
1042* .... 32 .. 1 
1943' . . . .  32 6. 56 1 
1944* . . . .  32 9. 73 1 

t Excluding (1) the Government of India one rupee notae introduced in Jul 1040. which ere treated for the purpow of the Bnnk as rupee coin. and 
(2) Rs . I0.000 notes which are mainly uned by banbfor making large Justing payments . * India notes only . 



STATEMENT XLI 

WHOLE RUPEES COXNED AND ISSUED FROM THE INDIAN MINTS SINCE 1836 

(Reference paragraph 74) 

Coined in C O W  in t3ine.d in T d  Coi#d 
~ l o u t t r  Yrdtu Bombsy 

w i  N 1 . .  
vioria, 1840, I& h u e  .. 1640, 2nd ,, .. 1862 . . . .  .. 1874 . . . .  . 1875 . . . .  .. 1876 . . . .  .. 1877 . . . .  .. 1878 . . . .  . 1879 . . . .  .. La80 . . . .  .. 1881 . . . .  .. 1884 . . . .  .. 1883 . . . .  .. 1884 . . . .  .. I s m  . . . .  .. 1886 . . . .  .. 1887 . . . .  .. 1L)W . . . .  . 1889 . . . .  . 1890 . . . .  . 1891 . . . .  .. 1802 . . . .  .. 1003 . . . .  . 1897 . . . .  .. 1898 . . . .  .. 1800 . . . .  .. 1601 . . . .  .. 1901 coined in 1802 
Edwud VII, 1003 ditto 

no .. ID03 .. . . . .  1904 .. . .  1905 .. 

Rr 
le3Qm7a,872 
31.16. 70.984 
76.66.60.937 
70.69.12. 179 
436.22. (00 

3.09.91. 648 
4.09.50.SOl 

13,48,06.012 
9.66.86. 033 
8.87.28. 229 
7.21.86. 618 

66.97. 677 
7.14.87. 667 
2,31.48.161 
4.84.88. 327 
9.80.30. 203 
6.20,24,632 
&86.00.143 
7,07,68.W 
7.46.68. 810 

11.78.41. 1M6 
6.41,69,901 

10.4665. 120 
(a) 7.87.30.310 
( b )  16,24.777 
( b )  16.19. 413 
(c) 11.81.39. 499 
(4) 10.D1.35. 961 

(6) 9.31.38.381 
26. 000 

(/I 1423.47, M)b 

(Q) 16821781808 
(h) 12.74.60. 100 

(a) Including Ilr . 6.00. 000 eoincd for the B l m r  State (b )  On uwomt of M m i r  and Bhopd re-whga 
(c) . . . .  2.09.02. 414 wined for Indian Bteta (4 Including Ba l.QO.rLa.904 winad for India S t a t a  .. .. 2.98.86.014 .. ,, .. tn .. 11.(wl. .. ss .. .. ( 9 )  .. r. 69.422 . . . . . . . .  (h) .. a.28. .. .. *. 



STATElMENT XLI- (contin ued) 
WHOLE RUPEES COINED AND ISSUED FROM TEE INDIAN b1INT8 SINCE 1835 

Coincd in Coined in Coined in ( h i n d  in T0t.l C o w  
Cnlcntta Maclrea Hornbay Lohorn 

Ks . Rs . Re . Xa . 
. . . .  G d w u d M .  IN 10.47.37.164 .... 16.89.63,f 60 .... ( j )  26.37.50.433 . . .  1807 . . . .  8.13.38. w .... 17.09,11. 816 .... (k) 25.22,49,(116 

s t . .  1908 . . . .  2.02.17.728 .... 1.07114. 770 .... 3.00.32. 498 . . . .  1% . . . .  1.27.68.5HO .... 06.3R. 746 .... (1) 2.23.97.326 

1910 ooined u r  1011 . . .  41.27. 013 .... 16.06.273 .... 53.23. 2118 
c.Orge Vl 1911 . . . .  42.U9. 924 .... 51.43. 125 .... 94.43.049 

. . . .  . . . .  1912 4.51.22.132 .... 7.00.07. 074 .... (m) 12.41.8(3.206 

1916 . . . .  
1D17 . . . .  
1917 wined in 1318 
1018 . . . .  
1918 coined in 1U19 
1019 . . . .  
1 Y l O  ooined in 1920 
1920 . . . .  
lDBO ooincd in 1921 

1920 coined in 1922 

1920 coined ~II 1023 4U.3G.050 .... .... .... . re,aa.o;io 
. . .  1941 . . . .  .... .... 61.15. 121 .... 51.15.121 

. . . .  . . . .  i n ~ a  .... .... ~o.fi1. 150 .... 20.51. 150 
Q o ~ e  MI 1938 mininod in 1940 .... .... 98.02.178 .... 013.02. 178 . . .  1940 . . . .  .... .... (0) S.3G.00.002 .... Z.%.(M).002 . . . .  1941 . . . a  .... (0) 24.11.00. 001 .... 24.11.00. (01 .... 

.... . .  1043 .. . . .... (a) 23.76.00.001 .... 23.75.00. oO1 
t r  .r 19x3 . . . .  .... .... (0 )  (i.69.84.637 0.69.01.637 . . . .  I W ~  . . . .  .... .... (01 15.2a.o~. a00 (o) n15kI(;(1.o 00 23.76.ot1. (KKI 

. . . . . .  TotllWilli.mlV 101901881 070 11.78. 000 5.37.12. 502 .... 16.39.78. 572 
Victoria . . . . . .  133.69.06, 058 10.64.29. 305 207.80.14. 775 .... 352.13.80.138 

E d w d  M 39.07.38. 340 .... .. . . . .  59.21.35. 212 .... 98.28.53. 552 
GorgeV . . . . . .  86.53.23. 660 .... 94.21,!j9.857 .... 180.74.83. 517 

,, Gorge Vl  St.rrdud . . .... .... 88.02. 178 .... 98.0% 178 

.... .... w Q0.b- .. 72,13#00.641 8,54.00. OW 80.67.b0.641 
Total .. 270.~.56. 128 10176.C7 S 439.71,35.18 8,M.OD.W 7 ~ t 3 . 9 8 .  598 

(j) Including R a. 8,I)O.IlO ooind for Indian Staka and Ks . 1 ,B7.00,000 (Cdcntta Re . 32.00.m and Bombay 
Ra . 1,35.00,000) ooined from ailwr in Gold Ylandurd Reame . 

(k )  .. Hs . W.7W ooined for Indian S t s h  and Ih . 4.33.00. 000 (Cdcutta Re . I .G8.00. 000 and Bombav 
Ra . 2.66.00. 000) coinod from ailver ia Gold Standard Reeervo . 

( 1 )  .. Re . 1. 01.469 coined for Indian S b t w  . (m) Including Ru . 10.GG,2M) coincd for Indian Ststen . 
(n) a. 12.78. 441 .. w .. (0 )  Quaternary mpem . 



APPENDIX 

List of Approved Non-Scheduled Banks and Indigenous Bankers eligible for 
concession rates of ramittances under the Reserve Bank Scheme u 

on 31st March 1945. 

AgriculLural usd Industrial Ik~ak Lld., Coondupur. 
Auuit Bunk LW., Amlitwr. 
Aryan Bank L a ,  Cnlcuth  
Aeaociatd Bank of Tripum TAM., Gangamgar. 
Balthn7nr & Hon (Hirnkmm) Ltd., hagoon. 
Bank of k.lealu Lkl.. YUoug. 
Dank of C d c u t b ~  Ltd., Calcutta 
Bank of Citizens I h L ,  Helpnm. 
B a d  d Lhe EUHL (1927) LU., Q a u h t i  
%nth& Tkruk Ltrl., Pouvel. 
Damilly Bank La, b i l l y .  
Jhlgaum Barn% Ltd., Bolgaum. 
Brngnl Hank TAM.. Caloi~tta 
Bhulut Bulking Co., LkL, BilcLsr. 
Bharat Industrial Bank L t d ,  Poona. 
Rhamtha l h h m i  Bank l,trL, Wulipatam. 
Biehni~pur Bank Ltd., Hishnupur. 
Burma Buddhist O r y b n q u  &nociation Bank lrtd., Mandalay. 
Calc~~ t t a  Tnd\~Rtrial Dank J M . ,  Calcutta. 
Chclwla Bank LkJ., Hnnno. 
Chotcnuigpur B~nkiug: AemiuLio~l Ld, Ibzaribagh. 
QLy Bnnk LLd.. L~lrore. 
Commemitd Be:& & Trunt L t d ,  hladrrre. 
C:ommonw~~lth Bank Ltd., Kambaknnrcm. 
(:ont~intrtihl Hank of Anio Ltd., Culcubta. 
1) i tns  Bullk Ltd., CulcuLLu. 

L)awwn's Dank Ltrl., Pyapon, Hl~~rnrc 
Dinrrjpur ' lhding & Banking Cn., Ltd.. Dilutjpur. 
Dindigul Sri Kaunikopnmu1~~1wwi Bank L d ,  Dindid. 
Ehreteru V~uon Bnnk La, Chitkgong. 
Pdenr l  Bnuk of In& (Punjab) Idtd., lfihorrt. 
Fluntior &.nk Ltd, Dcra Iamail Khan. 
Qauhati I3Bnk Ltd., Callhati, A~snm. 
Cirish Hank l.td., (hlcuttn. 
Hi~n~ lyn  b i l k  LM., Huugru, 
Him Bullion Bunk Ltd., Mccmt. 
1 n W ~  Idual Banking C!rpnintion Ltd.. Bnngtllore. 
Jndinn National Bnlk Ltd., Guleutta. 
Jnya h x m i  Brnk La, Mangalom. 



40. Kamstaku Bnnk Ltd., Jdangalo~. 
41. Kokgiri  Bank LM., Kotqiri. 
42. W m i  Commercial Hank Lt.rl., Rclw~lpincli. 
43. Laxmi Tndr~~trinl h u k  LLcl., C&lcubta. 
44. Brannargudi Bvsk Ltd., Mnnnargudi. 
45. Xuyavarsm Pmmenont Ytmd Ltd., Moyworam. 
40. bldarkodo Bank Ltd., Palght~. 
47. Naini Tal M k  Ltd,, Knini Tal. 
444. National BbCr~k of Sialkot Ltd., Shlkat. . 
49. Nnt.iunal Economic Hank T d t d . ,  Citlcubh. 
80. National Security Hunk L a .  Culcuth. 
51. Fionmr Cnmmeroiul Bnuk L a .  Calcutta. 
8". Pollschi Union B u d  Ld. ,  Pullkchi. 
63. I'ilr~jab & Bush~uir Benk La, Knwrlpindi. 
M. Rnjctldeiyam C:ommorcial Hank Ltd., Rajapalniyum. 
6, ltnyalsoemn Thnk Ltd., BeUury. 
66. Sahukarr, %nk LW., L u d W a n ~  
67. Salem h u k  LU., hlom. 
58. &ngli Bank L t d ,  .Qngli. 
59. Sabra Su.adwhi Comnlorciul Co.. LkL*:Satn,ra City. 
60. Fihillong Hsnking Corponrtiou Ltd.* Shillow. 
61. Rind Pjutionsl &IIL Ltd., IIydurabad (Sind). 
61. Sonar Bangh h n k  Ltd., Oalcuttn. 
63. Southern Inditr Apux Uank lRd., [Jdipi. 
61. Suburban Bank I,td., (.hlcutt;r. 
66. Suprumo Thnk of lndL LM., Belgcrum. 
60. Sunt bnking Corpomtion La. 8urcrt. 
67. Sglhot Industrial Brink LW., Sylhot. 
68. Tanjort, Pcmanont F'und. T~td,, Tuujom 
69. Tuzpm Indunfrisl bank Ltd., Te~pitr. 
70. Triohinopjy Bank LW.. Trichjnopuly. 
71. 'P~iohinopoly Tennun, Hindu Pormanont Fund Iatd., Trinchinopo~p. 
72. Tripura Modern Bank Ltd., f ibaura .  
73. Union B u d  of B c w l  Ltd., CalcnttJa. 
74. Ut~ion Bank of Bijapur & Shnlapur .Ltd., Bijapur. 
75. Cnitod Woatern Honk Lhl., Salu.nb City. 
76. U. P. Industrial F h o i n g  Carpration T ~ t c t ,  Cht~aponr. 
77. Vijaya B u d  Ltd., Mangalom. 
78, Vyaycr Bank Ltd., Bangalon. 

II.  I I r u l j e ~ w  Hunkers. 

1. Mcsera. BBktkrsrn D w a r h  Das, Simln, 
2. M a .  B b u  LaU Iknkors, Yhrhjdiunpur. 
3. M e m .  Dwga S.h Moban Ld Sah. ILedhot.  
L Mr. Rsnohhodbhai Bhaichsndbha-i Sum, Bombay. 
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