
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. 

 

 

 

 

Mumbai                                            (Rakesh Mohan) 
April 1, 2009                Deputy Governor  
                       Reserve Bank of India 
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this w n ,  tlmm may be in some Tables c u d  Statemeate an apparmnt alight 
b l e p e n o y  betwaen the uum of' the cwnstituent item ar~d the total aa nhown. 

(2) The following nymbob have bean wed tlmu~hoilt the Report : 
. . = Figure is not available. - r F i y e  h nil or nsgligible. * L 

(3) A line dnwn ucnnm 8 coiumn betwoen two conwoative 5-13 *do& that the 
f i w s  above and below the line ure not oo~uparable. In each caee a footnote i s  
added indicating the nature of the difrannce 



PART I 

ECONOMIC AND FINANCIAL 
DEVELOPMENTS ABROAD 



BENERAL EWNOMIC DEVEMPMEN73 

1948 was on the whole a yetu of fair progress ae compared with 1947, though 
the pro- was by no means evenly balasoed either ae between the different 
regions of the world or ~rs betwean the different sectors of ooonomio life. Politically, 
the year witaeaeed an intensification of ideologionl conflict md henoe a sharper 
cleavage between the two major power blow. I n  Europe tho divisiou betwee11 the 
Esst aad tho Weat-aymboliued by the Berlin blookade--8ppeara to  have had 
the effect of bringing the countries within eaoh bloo into cloeer aeeociation with 
each other and forcing the pace of their economio recovery. Thie partially mitigatcd 
the adverme repetrcuaione of the break-up of the pre-war pattern of production 
and trade. I n  Asia the problem wae more complicated : megolved oonflicte 
between coloPi~~lism and natioaalist embitione, the struggle betwmn opposing 
economic ideologies and the very fact of thew m a s  being under-developed, 
hampered the proceueee of poat-war reconatruotion and development in the countrioe 
in thie region. However, there waa somo progrees in the a m  outsfdo the main 
centre0 of fighting end economic recovery in the uontinent ae 8 whole appears to 
have regietered a slight advnnoe in 1948. The United Stetee and Canada, eheltered 
from the direct impact of ideological warfare, were mom than able to maintain 
their podtion, but the greatest aantribution in the year to world recovery wan 
through the liberal American aid given to tho countria of Weetern Europe. The 
European Recovery Progmmme, inaugurated in April 1948, marked a mileatone 
in intornationel eoonomic co-operation. 

The nature of the recovery in 1948 is reflected most clearly in the indices of 
production. On the banis of the data available for the bt three quarters of 1948, 
it has been eetimated that the total physical volume of produotion in 1048 for 
the world wee 10 per cent above the 1947 lovel and 20 per cent above the pre-war 
lovel of 1937. But the most rapid advances worn confined tu the induetrial sector, 
in which productiou iu the first nine monthe of tho year ehowed an ix~crettse of 
11 per cent aver tho oorreaponding period of 1947 ; the annual rate of product,ion 
wae alao 32 per cont over the rake in 1937. In the rgricultural eeotor, however, 
though certain mesa regieterd an improvement, the levcl of total production in 
1947-48 (year ending Juno) wae about the eame 8s in the provious year and 4 per 
cent bolow the level in tho quinquennium 1934-50. The eupply of food avaikhle 
for consumption in 1947-48 waa reportad by the Food and Agriculture Orgnnieation 
to be " greator t h  in 1946-47 in overy major region of the world except Western 
Europe where there wm an unfortunste omp failurn," -but, -on*-&g&in, the 
improvement ma not uniform and the l q e a t  inoreem were conbed to the 
U.S.A., Can*, Australia, New Zedand and Latin America. Moraover, sinco 
world population w a ~  naarly 10 per cent higher than in 1939, the per capita food 
eupply in 1947-48 waR  till 12 per cent below pre-war. The situation improved 
somowhat t o w d e  the Iattor half of 1948 ae a reuult of the eatiefnctary harvmts 
in Europe. 

The regional cLihrenues in recovery, the lag in agricultural production and 
the continuance of excoea yuruha~ing power in the hands of the public tondcd 
to koep up inflationary preseures despite the various dieiaflationnry meaeuree 
undertaken during the year, The mein lino of attack on, i&tiotae through 
governmental b'adgeta aimed a t  roduaing tho defioiki and i n k i n g  m e  eurphses 
wherever poe~ible. I n  the United Kingdom, for W n c o ,  the true revenue surplus 
wtle stepped up from E388 million in 1047-48 t o  f884 million in 1948-49. Some 
oountriee (of which the U.S.A. ie an outatanding example) found i t  expedient to 
reeort to a dight raieing of ehorbtem infereat ratee end eelective controls on 
bank uredit. Tho inoreased level of prodnotion, oombined with crodit curbe, holped 
to bring about a distinct diuinflationary trend in the United Stetae. I n  the United 



Kiugdom also, though the level of wholesale yricm was on an average 15 per cent 
higher in 1848 than in 1947, the line wan held with connidertlble firmnew throughout 
the yesr under review, esd prima a t  the end of the year wem only about 4 per oent 
above the level at  the beginning of the year. But, in general, prices and wages in 
moat countria co11tinued to riw in 1948 and, in many countries, were still rbing 
at the end of the year. In a few cesee latant inflation was to Borne extent activated 
by the partial relaxation of phpical controls. On the whole, howover, although 
the upward preeeure on price8 pereieted, ha varying degreee, the ~timulrmte tu 
inflation were markedly lera strong than ip 1047. 

A problem which m o ~ t  countriee had to faue in this conneotion related to 
inveetmer~t. For attaining higher levels of production i t  wan neceeeary to etep up 
inveetment, but the additional aavingn required were not easily forthcoming. In 
some couptrier, en acljustmont between wvinge and iuveetrnont was attempted 
through budget nurpluaes. In the United Kingdom, for inetanoe, in 1947 the 
contribution of these eurplusee to the fheucing of gose capital formation waa 
uegligible ; but in 1948 it accountad for rrearly one-third of the total. In  eeveral 
countrise, however, the high rate of oapital inveetment wae unaccompanied by 
rwrvinge, either private or publio, on s eufficiently large ecale. The reperouesions 
of th iu  were not so seriously felt in Wostonz Europe, for the liberal grant8 ahd 
loonn from the United Btates under thc Europeun Recovery Programme not 
only euyplemonted domeetio eavinge, but by providing fuel, industrial raw materials 
and machinery, enabled the oountriee in this rcgion to raiso their level8 of 
production. In eorne of the udor-developed countrien in h t i n  Ameriou and in the 
Far Eant, the h u c i u g  of intended development programmes waa found difficult 
in view of the limitation of available domestic renouroee. 

The ir~crease in world production wan sot accompanied by a corresponding 
rise in the volume of intemtional trade. The wlur! of world trade kr 1948 was 
about 6 per cent higher than in 1947 but the mlumc wtra probably a little lower, 
allowing for about a 10 por cont riee in pr i~w. The set-back was not evident in all 
vectors of international trade. It walr ooafined largely to the trade between hard 
and soft ourrency countriee. In fact, trade in the non-dollar world regieterd 
coneiderable progrese during the year. European exporta went up in value by 
30 per cent, a rieing proportion of which went to currency are011 d l ia ted  to 
Weetern Europe ; at the name time, Europe's importa fmm_areee oveuneae, other 
than from the U.S.A. and C B ~ ,  increeeed by more than20 percent. The'quantum 
of intra-Enropean trade, though etill wme SO por cent below pre-war (owing to 
the low level of German trade), also row by 25 per cent tw compared to 1947. 

The excaw of exports over imports of the United 8tcr.W~ showed a phenomenal 
fall from $11.3 billion kl 1947 to $6.3 billion in 1948, indice- a decline in the 
magnitude of the dollar problem in international exohangc. But this deoline did 
not refleot oorreepond' progress in the direction of a more natural equilibrium 
between the hard u d  y t e soft ourrenoy countries. A great part of the apparent 
improvement was on account of the nevere measures adopted by several countrien 
to out down imports from the United Steta. The reduced dollar defioit of 1944 
wlls hanced with the aid of the grants and loens oxtended under the European 
Recovery Programme. 

The downturn in U.S. prioee eiuoe September 1048 raisen the queetion whether 
it ia a temporary reoeeeiou or something more mrioue. While it is difficult at  thie 
etage to for- what uourae precisely the U.S. economy will take, it mey be noted 
that several forow are ntill a t  work in the U.S. eoonomy and abroad whioh will 
tend to keep up the level of aggregate demand for U.S. goode and eerviaea. The 
aiple of disinflation eo far rloticed may pe~haps be regarded an in the nature of 



comtivee to an abnormal aittrstlou thnt has been exi~ting wince tbe end of the 
war rathor than t l ~  portents of n drmtio nlamp. But ~undoirbtcdly the situation will 
need to bc carefully watchod. For, i11 more ways t h u  one the IT.$. oconomy plays 
a keg role in ehapirg the world ocvnomio situation and the ramifications of any 
eiflcant set-back to that oconorny would extend far beyond the fronticre of the 
U.S.A. 

With tho progress madc in soue countries towanie internal monetary stability 
and in viow of the brighter prospects for a larger volume of good8 and ~ervioee 
becoming available for international exchange, the problem of redjustmont of 
exohange rates fo more realitltio lavole is also receiving attantion. Poetwar Rfreme~ 
and strains he* on the whole diminished, the sfago ia.pmbsbly wt for an 
adjuetment of national cconornies to a now position of intornal and external 
equilibrium. 

The post-war i~pward trend in wholesale prices cnntilluod in rnoul oountriecr 
during 1948 (vide Tablo 1 md Graph I ) ,  the rise varying from country tn oountry 
according to the ~pe,cial aconomiu forces, extanla1 md internal, operating in each. 
Rxcopt in a few oountriee. like France'and Grmco in Europe, Pen1 in Tlcrtin America, 
and China in tha Ear Emet, where .infi(~tionary fo rm ~ w ~ t i o d y  ~mom,.aativo, 
there wae Rome abatement in inflationary preeemwe in moet oountries, the t a b  of 
inuream in moncy supply as well a8 in the gunerd level of prioee during 1948 
being lower than in the preceding year. Thie impromment was due mainly to the 
overall incraaee in the world's industrial and qriculttiral production, the 
alackeriing of pnLup demalid, the continued drive for balanoed or enrplue budgeta 
~ n d  the oontinnation or reintroduotion of physical and financial controls. A spuial 
factor operating ill tho Woetern Eumpeen countries ww the subetantial flow of 
U.S. aid under the Forcign .,histance Aot  of April 1948. 

In the lJ.8.A. the ilidex nrmbcr of wholeecrle @ u e ~  nt 188 a t  the end oi 
1848, ww about the same as the wrrebpondirrg @we of 19f7, slt)ough oerlier 
batween April and Airgust the index had been moving on uhgher  level. Qoneral 
prim levole registered inoreasee in moet other oountiee snd these may be broadly 
olasei6ed into four  group^. The first group, where the incrcaee ranged up to 5 
per cent, inaluded Norway (2 per cent), Italy (3 per cent), New Zoalrrnd (3 per cent), 
the Netherlands (4 pcr oent), end Bgypt (4 per ceut). In the second group, where 
inoreaeee ranged from 6 to 10 per cent, carno Mexico (6 per cent), rYwoden (6 per 
cent), Belgium (7 per cant), Turkey (9 per cent) and the U.K. (9 per cent). The third 
group showing inoreaclm from 11 to 2.5 per cant comprised Canndn (1 1 per ccnt), 
Auskalia (14 per mnt), Chide (17 per cent), Poru (18 per cent). and a l ~ o  the 
lndian Union (22 per cmt).  France and China came under the lent goup ~howing 
largo increc~ses, uiz., 84 per cont and 6,563* per cont mpoctively, . 

A fcatum in the prim situation during the yenr was the oo~itinued riee in tho 
pricee of raw materi Je aa well as hiehed produate, although the rate of i n r m  in 
both aa oomparod with that in 1M7 elowed down distinctly i l l  H majority of the 
important oountriw for which datn are available. Thue, the percmtago increases 
in prioes of raw matariala during 1048 in the U.K., Belgium, Canada, Ital , r Sweden, and the Netherlands a t  20.2, 16.3, 12.8, 11.4,4.8, and 1.8 rmpoctiv6 y 
wore lower, the corresponding figurea for 1947 being 23.1, 17.2, 27.4, 51.3, 8.0 
and 11.6. On e dmilar comp&rison, the retc of in- tl France, however, was 
higher, being 108.5 per ocnt as againat 40.0 por cent in 1947. h oontmet, price8 - . -  A -- -- - .-- - .  

- .- .* .- Aw-. 1948. -,- f -. - +-,; . -.. 
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TABLE I tMOl lEY 8UPPLY AND INDEX NUMBER8* OF WHOLE8ALE PRICES AND COB1 O f  LlVlNO 
OF OERTAII FOREIGN COUNTRIES 8IZIGE 1944 

k 

U.8.A. U.K. Canada Unlm of 8. Africa ~nncr Aurtnlh 
I-----, r-L--, - ,----*--7 r - - i - 7  ,----, 

YudMmth rt P C M P C  M P$ C Bf P$ C M (Xet) P$ C** 
8 C 8 EA E S A  : France 

Juna ,, .. 108.3 193 167 4.89 2 178 4.0 180 162 0.79 108 la 0.42 $4 1M 1.M0 1.000 1,790 

&p- ,. .. 100.6 IN '1170 4.89 262 174 4.2 187 167 0.70 174 1608 0.42 isr 157 2,13(1 2,110 2,100 

D m &  ,, .. 111.4 188 187 6 .  203 176 4.3 188 157 0.87 182 1645 0.41 F 156 2,303 2,220 2,250 

Jmuup. 1949 .. 110.6 186 188 6.06 203 176 4.2 188 158 0.88 183 .. 0.39 @S 167 2,270 2,190 2,280 

~ e b 1 4  .. ..ioe.r ~ r r r  ' 1  4.w 203 m 4.1 la7 la 0.w .. . . 0.38 , liii 2,291 2,130 2,180 

March 1' .. .. 106.0 184 1 4.84 203 1 7  4.1 186 187 0.81 .. .. 0.37 . . . . 2,100 2,100 
C 

Buc : 1937 =loo. t A n n u l  money apply data mpment Deoaml~er averagee. $ Index numbers of h o u p - m e d  pmda. 
Mh~Money aupply : End of Period: figursein billions. P=Wholesale Prim. C~Cost of Living. ( Quarterly Idi&. ** Retail Prices (J?ood). 

Source : International Financial 8tatistics hued by the Internationd Mowhty Fund. 
F 
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of raw materials in the United States registered a docline of 6.6 per cent in 1948 
na against an increane of 18.8 pcr cent in 1947. A8  rcgarda hiehod producte, 
countries which showed a slower rate of incrert~e in 1948 includcd the U.S.A., 
Italy, Rclgium, Caunda and New Xcalnnd, the pemnt~ge  increw- during the 
year being 1.7, 3.8, 4.1, 9.1 and 1. I* respectively an ngain~t 14.1, 43.9, 11 .O, 
30.2 and 11.0 in 1947. In the IJnited Kingdom, Sweden and the Netherlands, 
however, the rntou or irtcreuso were highcr at 0.1 per cent, 7.7 pet cent and 6.3 
per cent a~ ngainet 8.6 p r  cent, 6.6 p r  cent and 2.7 per oent in 1947,. 

'rho upward trend in moncy supply noticed in 1947 contimied during 1W8 in 
lnost co~intrios. The United Statca and tho Union of South Africa provided two not- 
aide exception8 ; in the former, money sstipply ahowed on balance (I deoline of 1.9 per 
rent as a g o h t  an incroaso of 3.2 per cent in 1947, whilo in tho lattar it remaincd 
virtually unchanged am against a rise of 18.9 per cent in the preceding year. In 
most other countries the upttcnd continued but the rate of increase waa generally 
lowcr than in the preceding ycar. Thie, in a good many catmu, though by no means 
always, was more or  lea^ in kcopiug with the gennord trends in wholeeale prices 
ak?ady n o t i d .  Cnlxntrie~ ~howi~tg increw# in money eupply up to 6 per cent 
comprised the Unitad Kingdom, Switz~mland, Bdgium, fhe Netherlmds and 
Sweden, the relrpeotive ratm being 1 .6,2.5,5.4,5.4 a d  5.0 per ctmt tm uompsred 
with 1.6, 4.8, 4.9, 12.3 and 4.8 per a t  in 1947. On the other side, countriee 
showing l w e r  rates of inorease during 1948 included France, Turkey, Canada, 
New Zcaland and Iran, the r a h  being higbcr at 33.9, 13.8, 10.3, 10.4 and 6.2 
per cent rc~pcctively rts compared with 20.6, nil, -2.6, 4.1 and 1.5 per cent 
during 1947. 

The developmanta in tho price situation in some of the important countrit~ 
are noticed helow in aonit! dctail. In the U.S.A., the index number of whole- 
sale prices, after a temporary fall during thc oarly part of 1948, advanced 
thereafter to touch 196 in AII~IIR~,  but later rcccddd to 188 by tho a d  of 1948, 
which aa already noticed, wnn about thc Ramo love1 an at the ond of 1947. 
Tho decline during February and Mnroh 1948 followed tho decline in farm 
pricoe while rt atrong deflationary preselue was aho exerted by the exceee of oeah 
rccoipte over expenditure, the effect of which waa reflected in a nubetantid decline 
in money eupply. Between A ril and Aubm~t, the reappearance of dat ionary 
pmnureR pushd up both who P w ~ l e  pricee and c a t  of living to their peek levols. 
The decline between September and Dcccmbcr wan eseociated with a number of 
measures which included the raising of member banks' rtxerve requiwmente aa 
wcll an of the redisoount rate6 of the Federal Reserve Bnnka, the reinstatement of 
the Regulation W involving more restrictive consumer aredit terms and lsetly the 
voh~ntary ao-operatioa of the private banking ~yntem in mtaioting expawion of 
bank oredit. A signiflow~t deflationary uymptom in the U.8.A. wee the deoline in 
the export surplus, the effeots of which, howover, were partly offeet by inoreased 
governmental outlay 011 defeuce aud hy p, reduction in income a t i o n .  The 
downward tendcncy in pricoe hue been nore pronounoed during the firet quarter 
of 1940. Whoheale price8 droppod from 108 in December 1948 to 183 in February 
1949 and u t d  at 184 in Bkch-representing a not decline of about 6 per oent 
from the eak level of 198 renohed in Anp l~ t  1948. The f d  the prioee of ftm~ 

prodncte 1 as bccn most marked, the decline between Auguiit 19411 and March 
1949 being 10.4 pcr cent aa colupared with 8.4 per aent in raw materials, 7.3 per 
cent in foods and 6.3 por ccnt in finished produote. Federcll sup ort to farm p d a  
s h m d  an appreoiablo inmctlde, the net loans and pumhva t o m  Jul 1948 to 
February 1948 hmnnnting to 9 p r  cent of-or& fmu iboei%e +~~~ bent  
for the same period a year earlier. - . .-. -- 
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In the United Kingdom wholwlo prico~ a t  203 i.11 December 1948 fihowed 
nli bnla.nca en increwe of 9 per cent. Despite inomam in import prices, elimination 
of nomc ~ubsidies w d  increaeed indireot taxation, the coat of living index ahowed 
on balance nn incmasc of orlly 5 per cwnt, reflectii a diutinct improvome~~t in the 
supply position which cnabled the authuritiw to de-ration a number of i t e m  like 
potatoes, bread, jnni, boots and show and a large numbm of tcxtilcs. Ae agt~irmt 
Ll~e inflationnry d e c t  of a docline in the import surph~a, thoro was e budget 
sllqlua deeignd to oovcr not only Covernment'~ ourrent expenditure k~ t  alno 
that part of the inve~t~nent yrogramlue which could not be loft to private hands. 
Money supply in the 17nited Kingdom declined from 525.04 billion at tho ortd of' 
1947 tn S4.73 billion at the end of &+oh 1948 a d ,  after ccjntiniling n shtulo higher 
di~ring the ~ucceeding two qi~nrkru, stood a t  53.12 billion aL the end of 1MR. 

111 Cannda pricos es well as cont of living continued to rise during 1048. 
Heavy demand for capital rep1 acelulrnt nnd development work puuhed up prices 
in the investment acetnr, cr contributory factor being tho  harp risc in the prioen of 
key imports euoh as oonl, oil and steel. Tho coet of living also rosc, ma.blly on account 
of a decline in importR, particularly of comumer goods. The indcx number of 
mholmalo ricce advanced eharply from 170 in Decumher 1947 to  180 in l3owmbe.r P 1848, whi o dtlring the eame period the ooet of living index moved up from 144 
to 157. Tho price inorotwea in 1048 rcflocted ywt,ly the offoct of the raniova.l of 
controls m d  the expaneion in monoy supply in ~ p i h  of CJo\wxnment's budgckry 
eurph~s which mn.s largely ehsorbed in mcoting non-budgetary caeh reqniremci~to. 

In  Auutralin thc price situation during 1048 showod a coneidcrnblo deteriora- 
tion, purtictulnrly during tho l a t h  half of the year when Fndcral mtionirq except 
of buttor, toe tlnd gatlolint? wae aboljellwi, and price cc)ntrolu wcrc tramfcmcd to 
H t a t e  nuthoritios. The whole~alc price index ~aoved up tiom 159 nt thc ond ol' 
1947 to 182 by the a v i  of 1948. 

Thaa, on tho whole, in tlpitc. of the elowhg down in the irptrcnd in prima in 
tnany of the- oountriea mentioned onrlim, tho prevailing larele nrr. wedl nu ~frr~cturos 
of prices with thsir wide diapnritieu collstituted a major sconon~io problem. Apart, 
from cttsen of extmmo illflation a3 in China, whom the general prico level multiplied 
many times, tho prim level8 in a nirnibcr of countries il~cludirlg Belgium in E~rropc: 
md Turkey, Iran, Jraq and Egypt in the Middlc East cmd Pent in Latin Ameriott 
nfi a t  the end of 1948 won, abolrt two to three t inm tho corresponding price 
Ieveln in tho 1T.S.A. and the 1J.K.. while on a similar coniparimn, thoso in F r ~ t n ~ e  
were ahont I I times and i I Jtnly about 30 times. Yor ensirring a freer flow 
of inten1ationn.l tmrto, IC co~~ect io~l  in these pa ( . l . e r~  would Heam nene~m.~y. 
With the assistance 1111dcr the Eurol~ean Reoovcry Programme elitering itn eeconrl 
year and the poe~ibility of the extension of siniilar aid fo other under-developer1 
coirntriw: ~s,envieegd in tbo proylrtnmo containd . inIa-r~1ution-adoyted by 
the Economic and Social Council ill March 1949, and with aubetautisl addition8 
to food a~~pplioe expectad in 1940 ILS e reeult of exc!ellent hmvceta in 1048, the 
proepecta of somc downward nc7justmarlt of world prices wotlJd appcar to  bo fairly 
hri ht. lhlt i t  i~ likely that for evolving rcll orderly pnttern of prim, coneistcntly t wit the need for rnai~it~aining high and atRblo levels of dorneutie employment, 
internal mwsuree may have to he snppl?rn~ntd by measurea ilivolving 11 

readjtistmcnt or the relative oxtcrnsl values of cr~rrenciew. 

3. CURRENCY 
In 1948, exccpt UI the Unitcd Kingdom end the IJnitecl titpte~ of Amorina, 

curmuoy in circulation tended to be on thc upt,mud in a n~ajority of' the important 
countrias of the world. As Table 2: indicates, the rate of expansion varied from 
colmtry to country. J a p a ~ ~ ,  Ihly and Mmico ehowed i~loreaeee of 62.2 per cent. 
13.2 pcr cent and 20.3 pm oent reupectively ovor 1947, the o v r r e ~ p o ~ ~ f i g  figlree 



for Egypt, Turkey, EZanco and Cnl~udn bei 11g l 1 .f3 ~ W I .  calt, 8.0 per cent, 7 .3  per 
cent and 0.5 por cent respectively. In Egypt, where notc circuleLion had remei~~cd 
more or lesn fitable sir~co the ond of 1946, tta oxpantiion of 11. ti per rent in 1048 
W ~ R  due partly to  a nharp r i ~ o  in cot.hn prices and prutly to a tol~dency to h o ~ n i  
bank notee. The incro~se in the IJnim of South Africa nlid Aufitrnlis by 4.9 per 
tvnt in eaoh, although oonlpt~,rrtfively  ina all. ia eigri5cant in view of the fwt that 
t.he~c countries had uhowtr declines in 1047. The reversal in trend wee accounted 
for in Australia partly Ly a11 increase in iucomo from ox,xl,ort~, and in the Uruon 
of Satith Africa by thc not irtflux o f  cnpitnl from tie r~terling rrca. In contr~et, 
raurrency cucul&tion in thc United Kiiwdom and the United n h o \ d  decreas- 
e~ during 1948. The former ~ h o w d  e n~lbhntirrl fall or 6 p r  cent, which entrbld 
the tluthoritie~ to roduco the fiduciary 11ete isnlte from El ,4B0 million in Deoemhcr 
1047 to $1,400 million in J~.ni~;rry 1948 arid to X1,RbCI ~uillio~t by the end of 1948. 
Tha dkline of 3.4 pcr c:cnt, ill tllc Il~litod rlit>~to~ watj partly doc to a delecretlne in 
the country'e export ri~rrplue. 

TABLE 2.--OURREW@Y BlROUUTlON (NOTU AND WIN) - - - 
(In millions) 

Kid or E~trl crF End of End of 
1046 1916 1047 1 W8 

Au~tralie (SA) .. 20 li 211, 208' 213. 
(+%-9) (--3. R) 

Conndn ( Sf:) . . (+4.9) . . 1.056 I .09G 1.112 1.184 
(+3.0) (+l.fi) (+0.6)  

Egypt** (ELI:)  . . 141 137 1 IR 164 
I -2.8) ( + ( ) a 7 1  (+11.6) 

Mexico (PORO) . . 1,661 1,732 1,760 2,117 
( 14.31 ( +g'2't) (+5!O.3) 

'IS~irkfiv** ( Lirnu) . . !Dl7 n66 9 W . . 

IJninn of but11 Afriei 
1 , (-I-v.21 . . .c-4 4 9 1  , . , , LL+&O) . 

( H A )  . . . . 66.9 HI. ;I fl3. I 66.2 

(Io t~illions) 
Frnnt,o** (Fr.) Sit) 72'2 !381 98B 

( -+ 26.7) (+87.6) ( + 7 . 3 )  
dtspanL* (Yen) . . 86.4  98.4 319.1 366.3 

( + 6s.6) (+134.6) (+62.!2) 
Italy* (Lire) . . . 367.7 4fi3.1 720. R 888.5 

(+25.9)  (+65.7)  (+23.2)  
ITnitod Ringdn~n t (C). 1.34 1.38 1.33 1.25 

( 13.1)) (.--3 6) ( - 4 . 0 )  
United Stetem ( 8) . . 26.5 28.7 > --~6;6 - =-  .... ZB.7 

(+O.A) (. -0.4) (--3.41 
.Vo&: -1 11 tile 1:- oC 1l:gypt. Ii'rnnm nild Jupu11 MpIVirnnl uokj ainn~lstrnn only. F i w s  In 

lrrnc.lurta iiuctit-ate the peroarit.,r~o riw or fall over t.10 previovlu ymr. 
**C:rons e~roirlation. Vmtimted. t Demember averugw. 
Source: Intarnnt~iouel Financial 8t1iLi~t~i~q. 

In the last ywr'lr Roport, me~~tion WM n1de of the currotlrty lsfor~ne under- 
taken by the TT.$.8,lt., A~wt~rik~ ailii Rumania. 111 1948, the countries in  whiolt 
similar mowurea were adopted includd (?r?rrnany aud China. The Milittlry 
Governmonta in tho We~tern and ~ ~ t o r u  zonw in Uorinclily i~ltroditcod in Jum 
I948 two new currenaiorc, namely, tho Wmtern Mark and tire X ~ t m  Mark 
ronpoctively to q l e c e  tho oxisthg currenay (the ICoicbRmarks, tho Wontenmark8 
and tho mark noteis jnn~lod by the AUid BtilitR1.y Authorititm) st tho rate of 10 
old marks to ono new mark. In  Chiue, whcro note cjn:ulattion had eot~red from 
CN$5,000 billion a t  fhe end of IU48 (being ovcr 2,000 timea thc 1930 level) to 
Chr$260,000 billion by tho middlo of A u p ~ t  1M8, tht, Govexnnlcnt announced 
o11 the 19th of that mohh e reform iutroducing a now currency b& on 'gold 
yuan ' with o gold content of 0.22217 gram, the r a h  of conversion boing 3 million 



old C h i ~ l ~ o  dollam to 1 gold yuau. Tl~ero ww no utatutory obligation tt-~ give gold 
for tho new currency, but the vusn wcta convortihle under Government control 
into foroign oxchauge nt ratm stipulated by thcm, the r a w  fixed b o i q  4 yuans 
for 1 1l.S. dollrrs and 12 yiians for 51 ehding. IVith e view to matring the nemaury 
backirlg for thc new cllrrcwcp, ut Iea~ t  40 per cc~rt of wl~ioh was to  be in gold, 
nilvcr and fontign oxchar~gt), all private holdings of gold, silver and foreign ex- 
chnuge wcro rquimd to 1)t: surroride~-cd to the Govenlmcilt in cxchange for the 
new cmi lcy .  Tht: reform brought in 11al.dly rrny ilnprovcn~cnt, for continued 
incroaeeo in ~nilittlry expo~rdituro again lot1 to Ir~rge irzsue~ of pnpor n1oue-y amounting 
by the ond of Scpbniher !r19.11) to 4) Limos tllc ifjnr~o i r ~  exch:tnpe for the old dollars. 

Tho ccotion talron in regard to thc! exchnuge vnlua of currennior, by conntriee 
like France, Colombia nrd New Zetr1,znd h:w bmn noticed jrr detail in pmtra 10. 
lle~ention may dm bo made of the co~umol~cemvnt by tho State Uank of Pakietan 
of tho  iwsi~c of Government of Pal<iutnr~ notes ol'clistiuctiro 11 with &oct from 
l a t  Oc4aber, 1948 on which data Indio n o h  in cin!~~lation in 6 skiatan' ceased fo 
ho legal tender. !Fhe Provisional Corernmeut of Israel issued in August 1948 a 
ncw currenoy in the Jowiuh-controll~l sec-tor OF Yalcrstine to relllare the existing 
Currency B o d  notow, ae a mil1101 to the iwtion tctkc?n by the Hritiah ~uthorities 
earlier in February to remove Pnlrwtino fro111 the shrlil~g m u .  

A MONEY MARKET RATES 

?'~Lu tcndenc~y for Central Ba&a to r e v  iw their iiiu!:oumt rtlks, which ha8 been 
i l l  eridonoe ~ i n c e  the entnd of the war and which gatherd momentum in 1947, W- 

mniutained during the year u~rdor review wlmn in an many a s f w d ~ e t r i e 8  
moutionod in. Tabl'i '3 tho r&tos wore revirrcrci. Moat of thone rovisiona wen, upward, 
being n~eoojeted with disinflat.ionary nlcmuroR ; in wmo in&rmcos, bowever, much 
nu Rulgaria, Rumania, J7ugoulnvb, Iran and Bolivia tlio mtcs were lowmcd. 

TABLE 3.- .GHANBES IN CENTRAL BANK DISCOUNT RATE8 

RaLu p r  conti 
Cauntry Deh of ?-- - -A-. - Diffolanm 

lmt c i~ lu~ps  Ijefotrt. drengo A f h r  clmngc. 

1. Bolivia . . . . 4th February, 1018 7 .00  5.00 -2.00 
2. Rulgrrria . . . . lmt A n p t .  1948 4.60 8.60 .  . ' ' l u l . d a  
3. Ruurtlnr . .-' . ' . ' -. ' Muy. 1M.S 7.W 10.00 +3.00 

. . 23ni August, 10th' 

. . 26tl1 April, 1048 
6th Jilly. 18118 

' ::' 26th Merch, IOIB 
.. 12th Janury, 1948 

13th Auplst. 19-18 
. . 13th Auguet. 1948 

* The discount rate of the Vedard Reeenm Bank of New York. 
Ismme: 1ntsrn.tianrl Finandid E3tetirtim. 



I n  purauancu, of tho policy, Iainlched in May lW, of eteppiilg up money 
rate8 in the U.S.A. in ordcr to restrict credit, the discount r a b  of the Fedoral 
Heserve Bank of Xow York wlrs r&wd twice during a0 yoot, first on 12th January 
from 1 to 1.25 por oent m d  later on 13th August to 1 .W par ceut. In  Fronce 
the discount ratom of the Bank of Frauce, which had utood a t  2.5 per cont for 
Tretaeury billa and mhort-term commercial b i b  roprcmnting wlee atid 3 p r  cent 
for othor commercial b i b ,  were r a i d  on 4th Scptemher to 3.5 por cent end 
4 por rant mpeotively. Towards tho ond of hptember the Yrench Chenunent 
jntc~wified their anti-itdlthionary drivo and placed sevem wlectivo a~ \wll a8 
quantitutive reetrictione on bank crodit. It was, therefore, thought irnnecetlsary 
to maintuin the newly mtabliahcd high raten of ~ o u n t ,  and aa from 30th  
September a uuifornz discount rate of 3 per cent, applioeble to all aommercid billa. 
irreepectivo of whether or not they represented aales, woa introduced. A s p i a l  
d i scoun t  rate of 2.5 per cant wae, however, Exod for (Oover~~ment mutitiee, 7 wif& 3inontha. mninly Treeenry b i b  and national credit accoptanois, m s  
The rediscount rato of the Bank of Japan for mmmmiel bi 1s waa aim raised 
twice during tho ymr from 3.30 per cont to  4 -38 pcr cent on 28th April and further 
to 5.11 per cent on 5th July. I11 G m c c  tho discount rate of tho Rank of Greece 
which since August 1046 had boon fix& at 10 per oent wcu, raised to 12 per cent 
on 12th July in fhe hope that the new rate would permit of mom affective enforco- 
r n e ~ ~ t  of intere8t ratoa logally fixed. Pinland was faced with the problem of fi~Uilling 
ite reparations obligatiom while a t  the tramu time controlling the expansion of 
c.urmnny and credit. The increw in the discou~~t rata from 4 to 4.60 por cent 
and later to 6.25 per cent in 1847 wae followod by o fi~rther rim to  7.25 per cent 
in E'ebruaq- 1048 ; this was intondod to dinsoilrage h a  redi~co~mting by the 
commerciisl b ~ n b . ~  Ii Moxico, althoudi. tho 'dik%iitiotii"+efined -un- 
changed a t  4.60 por cent, differential rates of 3.50 per cent and 8.00 yor cont 
were fixed for agricultural and commercial paper rwpctively towards the end of 
January 1949. 

The disco~lrlt ratc iu Rumania, which in 1947 had k n  r a i d  from 4 to 7 
per cont, was lowerd to 5 per cent in March 1948, for idter thc moncta~y refrlrm 
o f  1947, which rcsu1te.i in a sharp reduction in the money supply, i t  wau felt neces- 
unry to  rcdi~cc thc rats in ordcr to avoid hardhip to trade and commerce. In 
Rillgnrin, Lilcawise, the rate was reduced, hecause with the nationalisation of all 
Bulgcuitp hank8 q d  the eo~ae1~trati03 of bank i i ,  ip tho qtio- and the 
Invwtm&ttB&G: the role of the Ndim J BL~& ww ox& d so ae meet'the 
needs of economic planning, which r~ece~sihted low dimount rntes for sebchd 
oper&ions. The rcmgs of Yilgoelav clis~wunt raterr wee also reduoed from 1-4 to 
1-3 per aont. The dismmt rnte of the Hank bblli Iran, which had been reduced 
to 6 per cent- towards the end of 1947 from 7 per cent whioh had prevailed from 
Septe~nher 1089, waa furt.hcr lowcrd to 4 pcr ccnt in Allgust 1948. 

Treasury bill ra*, m1~owt-t in Talllo 4, did not mcord material variatioas. 
except in the 17.S.A. and the Nethcrlnnds. With e, view to mtriatiig credit and 
making the Treawry bill a more attractive invcefmont, the United S t a h  monetary 
authorities-allowtad the T w u r y  bill mta ta rise froth 0;88pth wht'M6muary to 
1 .16 per cent in Dsoemher. Othcr short-term rates in the U.S.A. a h  hardened 
in sympathy, the rate for primc commercial papcr of 4-6 months maturity being 
quoted higher a t  I .56 per ccnt in Scptombcr 1948 8s againet 1.31 per amt  in 
January 1948. The Ncthorlands Tr~(d8ury bill rate fluotuatd rather widely 
during the year : i t  rosc from 1.28 per cent in January to 1.68 per cent in July, 
deolined thereafter to  touch 1.04 per cent in Ootober but recovered to 1.24 per 
mt in Deoember. 



TABLE 4,-MONEY MARKET RATE6 IN 8OMC tMPORTANT CQUMTRIES 

( Per cmt  per annuvn ) 

dm. Fab. Urntl April May June July Bug. Sept. Ort. Kov. Dec. Period of 
rmrrsncy 

United Kingdom . 0.51 0.60 0.31 0.61 0.61 0.51 0.51 0.51 0.51 0.151 0.51 0.52 3 month8 
.. 0 . M  0.03 0.63 0.83 0.63 0.63 0.83 0.63 0.63 0.63 0.63 0.63 

U n h o f S ~ u t h  Africa . .  RI . . 0.63 0.63 0.63 0.83 0.63 0.93 0.63 0.63 0.63 0.63 0.63 0.63 6 month3 

CIlvdn .. . . . . Bl .. 0.41 0 .41  0.41 0.41 0.41 0 .41 .  i1.41 0.41 0.41 0.41 0.41 0.41 3 month 

Itdy . . . . .. 8 1  .. 3.75 3.75 3.75 3.55 3.75 3. ic! 3.73 3.73 3.7s b.75 3.73 3.75 3 4  months 

Aq@?mtb .. .. Bl .. 1.47 1.47 .. . . . . 1.48 . . . 1.47 . . . . , . . . 3 month - 
A =Bdtwd PcQBptanoBR 

Y 
PI ~3 -~ i scount  rate of Beaqua ~ ~ t i O h l e  de Belgique. 

Al=Cozmmmd loan rate dl@ citisc. C -Day-to-day money. 
B ==Oommemi.lW. 6 C1 - w i a l  paper rate in New kork City. 
B1 -Traeeury Mh. D m(Wl money rete in Bombay quotad by larger scheduled bsalcr. 
B2-Avemge h u n t  far Treasury bill8 st the weekly t4oder. 

Sourced : Monthly Bulbtin of Statuttw of the United Nations ; Federal Reasrrre Bullstin. 



The Treseury bill ratee in Canada, Auetralia, the Union of 8011th Africa and 
I M y  remaiud unaltered during the year a t  0 -41, I -0, 0. tld snd 3.75 por cent 
rwpctively. In the United Kingdom the ratc for I mo~lthe Treasury bilh remained 
generay stable a t  0.61 per cent, rising slightly to 0.52 per cant ~ I I  Decem her. 

The rate for comrneraial billfl in Bwitzerland whicb had eteadicd at 1.58 per 
cent from Ootobcr 1947 firnrcd u p  to 1.50 per cent in Janunry 1948 cl~d fitrther 
to 1.02 per cent in Jaly, and corltinrted a t  Ghat level for the r e ~ t  of the year. 

It will thus be seen that while in some oountriea, portici~larly tire (:ommon- 
wealth group, money rates have ~ I V W I I  little change in 1948 and in fact eiuce the 
end of the war, in other countrioe ratee were higher thari in 1947 or 1 V46. 

a=? -- - . 
5. CENTRAL BANKING 

Central Banku Recenlly Estab1isld.- .The Ce~~traI Bank of the Y hili ppinw 
waa wtablished irr June 1948 w a Govcntrnent-owned i~mtitution with a capital 
of 10 Inillion peeoe. It8 objectiven are (a) to maintain monetary stability within 
tho Philippines, (b) to reaerve the iatenmtiond value of thc peno and its 
convertibility into other f reely cor~vertiblc currel~cies, arid (c) to  promote u, rising 
level of productio~~, employmetlt and ma1 income in the Philippinw. The 
management of the Bark in vested in a Monetary Board conninting of sereti 
membera in!luding three e~off ioio  merr~bem, e l y , & J q , &  of Finance, 
rho rill praWde a t  the moat i ia  of tho BoouiDhe President of the Philippilie 
Nntional Bank and the Chairman of the B o d  of Governom of the Rehabilitatiolh 
finance Corporatio~~ ; the othor four ~nembora i~iclilding the (:overnor ure to he 
appointed by the Preaident of tho Republic. A t  the eanle titue a flexible currency 
ayetem, with no proscribed mininlum renervca, hcln bee11 introduced in plnce of 
the rigid 100 pur cant remrve eyetern which had heen in operatioit ailice tlrr 
commencement of thie century. Tho Bank has the eole right Lo ienua curreucy, 
a1d powers ta control tho volume of bank credit through ndjuatn~entn of rmcrve 
requirements of the banking qmteln as well as through uelective controls. The 
constitution of the Bank ie 80 devised a8 to mcoro effective intogratiol~ of the 
Bank'e policies wit11 the financial and economic policias of the Oovarn~nent. 

Patterned ger~erally on tho Reaerve Bank of India, the State Rank of Pakistan 
with i t s  Lead ofice a t  Karachi, coxurneliced operationu on 1st duly 1948. Of t.he 
Bank's capital of Re. 3 crores, 61 per oent in subwribed by the Govern~uent 
and the balauce by the public; the Governmo~lt hen a180 rovided a euui of 
Re. 3 c rom in twcurities towardu tho reserve fund of the g ank. The Rank'e 
objectives in termn of the State Bank of Pakinta~~ Onler 1948, art? to scoure 
mor~ektry etalbility in Pakiabn and gcnerrtlIy to operate the currency and credit 
eyater~~ to the oountry's advantage. The Rmlk will f'unotion ns a bankem' bank 
and aa banker to the Central aud Provincial Govemrno~~ta and local aitthorities in 
Pmkisttzr~. The general nuperintoudence and dimution of the Rpn&'s affairn ia 
entn~sted ta f 'Central Board of Directom comiriCing"iiF the (hvernor, Deputy 
Governore, if any, and eight directors, five to bo nornina.tod by the Pakistan 
Qover~~ment and three e1ocM by the shareholdrru. Provision i8 a l ~ o  made tbr an 
advicrr~t-y local board in each of the three are- specifid ill the Order. 

A bank of ieeue and clearing in each of tho five Laender of .the Soviet Zone 
of Germany was eetablished in 1046, and toward6 the end of May 1948 a (krrnan 
Issue and Clearing Bank (habehe Emia~ivn und Qidank)  wacr set up an a 
central banking agency for the whole of the Soviet Zone. Towards the end of July 
the uame yttrrr thin wan trannformd i11t.o the (ferrnan Bank of Taeue (Dcubck 



Notenbank). The Bank has a capital of 1)U. 100 million, of which DM. 56 million 
have bmn subecribed by the Fjnanae and certain other depr tme~l te  of the 
German Economic Commiario~i, which is under the control of the Sovict Bfilitary 
Governmeut, ar~ci the bdaucc by tho five bankt, c~f  iwuc and clearing of the 
1.aeuder. It iu expreesly stltted that the Uai~lr ~haU actively aasbt national economic 
planning by memm of a suit&l)lc currency and credit policy, promote capital 
formation, and direct fun& according to economic n d .  The Bank has the sole 
right to issue currency ; i t  has supervisory functions over the Laeuder banks and 
acts ae a clea~ing centre for rffilinbd certtral iirlrulcial and credit institutions as 
wcll between thee inatitution_e aud the nlearhg inetitutione in the other zoned 
of occupation of Germany tl~d in &reign countries Tbe-mahag6111mt of the Bank 
is entrunted to  a Roard of Directors and a Board of 3faxiager8, the former being 
respo~uiblc for polity and gcnerel uuporvision, and tho latter for thc execution of 
policy and tbo day-to-day managemalt. The Board of Directors consist8 of 
17 merubem, including 8 h e a h  of Cfovcnlmcnt dcpartmcnts, with tho Head of the 
Department of Finance au Chairman. The Uoard of' Manngere cornpriues fire 
mcmbcrs, uamely the Peqideut aud Vice-Preddcnt of the Bank appointed by the 
Ger111an 'Econonric Cornmission srrd three other nier~~bcrs appoirltod by the Board 
of Dircctvrs. 

Uudm Sn Act pwed by thc Govcmrne~lt of Cubs on 30th Docembor, 1948 
tl C!atrn.l R u k  (U07u:o Nacimlul de Cuba) w w  eetabliehed to h k c  over the fund ion 
of rrote iseuc uo Iar exerciwd by t l ~ c  I'seasury and to oo-ordi~rcrix the nlorietary 
a ~ d  credit policirs of the cou~ltry. Tho Act mrkes thc ('uban the only legal 
currency in the country, though for IL pcriod of 0110 year (whic may be extended 
for an additional year) t-ho U.S. dollar will continue to have legal tender statue. 
The exchange value of tho CuLa11 peso hae beeu fixed a t  par with the U.S. dollar. 
The capital of tile Bank of 6 rnilliol~ peaoil has bee11 subscribed partly by the 
Government and purtly by thc co~nnleruitrl bardie, the sham of the Goverument 
being larger. 'l'ke rnanagerne~~t iu outrusted to a Board of five directors, t h e  of 
whom inkuding the Prcnide~lt of the N&tioll&1 Bulk are to be tlppointed by the 
Yreeident of the llepublic m1J. t8h8 'other two'by the obmnlorabl-banks. - .  

Thc I tu~oa~uan Naiionnl Bank wnu rcorgnniaed t o w a d  the end of 1948 
nnder the Ilanio of " 'l'kc H d  of thc Rumar~irtrl People's Hep~iblic, State Bark." 
The llew Bank han a capital of Lei 2 millitwd and it8 Preeident ha8 the etatus of a 
miztister a t  tho MininLry of Financc. It will ale0 co~llrol all the exlto'priaea to which 
i t  granta credit facilities. 

hTationali~atiun.-111 Jaly 1048 t l ~ c  cq~i ta l  of the N&tioml B d  of Bdgium 
was donbled by hw, the new share8 hcing allotted to the 8tate in registered a~td 
non-transferable form. Tho n~ulnf iom aguiuet, blo41 .aoa  h v e ,  been .waived in 
favour of thc 8 t h ;  thia  give^ the Government the controlling interest in tho 
Bar&. The preamble to the Act, however, states that the Government ehould 
exercise it8 prerogativcfi in 8uch a rnmuer w to eafeguard the independence and 
1ibcrt.y of action of thc National Banl; of Belgium. 

The Central Bnnlc of' the Ncthurlaude w a ~  u a t i o d s c d  OIL 1st  Auguet, 19-48. 
The State took ovcr all the privately held shares amounting to R.20 million and 
compcnsa.tcd the shareholderu by itlsuing 24 per ccrnt Stock for twiw the nominal 
ar~io~mt of them shareu. 

The 12unon~e B(L& of 1.rdia waa tranefdrrod' td $Ioven~rnent ownemhip with 
affect from 1st J a ~ ~ u a r g ,  1W9 ; a detailed reference to thie is made in para 96. 



6, COMMERCIAL. BANKING 
Table 6 gives the cc~nount nf nommcrcial hank d o p i t a  and loa113 and advancos 

tm at the end of 1947 and 1948 in Home ~ele~tcci  ot~mtrit?~. 

TABLE 5.-DEPOSITS AND LOANS OF COMMERCIAL BANK8 

(111 rnillior~) 
b:iiti of I!J.t7 RIIJ oC IO.LC( 

,---. -7 1 

JAOAIIII R T I ~  P c - I M ~ ~  I .oc~i~s and Percerit.rg: 
llepoaitn .4clvnnc:os 14 'Depxitu Atlvu:~co 

:~nd  I ? i l l ~  (11)  to (a) 
d 

untl BilL (e) to (11) 
I )i.unrnlnhtl UiYuounted 

(4 (4 (e) ( J )  (4 (f 
I'nitod K i n p t n ~ i ~  S: (1) . . 5,934 2.4-i9* 43 6,200 2,604' 42 
(Inl\aciR .9C: ( 2 )  . . . . 7.40li 2,394 32 8,002 2,507 32 
Al~stmlia EA (1) . . . . Oti!) 33f1 50 780 372 17 
LTIUOII 01 80ut.L Al:rice 

LSA (4) . . . . 301 117 30 379 156 41 
Ncw Z ~ u l a t ~ d  fNX ( 5 )  . . 168 X7 52 16.1 80 d 4 
UuiM Statw of k n e r h t  (6) 110.524$ 3.7.583 31 116,527f S 39,372t 34 
Indian Union Rw. (7) . . O.tj5 l .t.,OiiI) 48 ' %a32 4,421 48 
Pakiutarl 1Za. (7) . . 1,073 38(i 30 1,085 410 39 

( 1 )  loll do^, (.!h.:~i.iug Hut~ks. (2) Ci~tcrtcrntl Uu,nIcq. (3) Sine Trading Hanka. (4) Commercial 
H;r~~k.i. ( 5 )  l ' : . . ~ t l i ~~$  I3i~uk.a. ( 6 )  J~wlucxl Com~n+n:~~rl Umrks. (7)  Hohrrdulerl Burh. 

Jnc.llirles Inorl?y at cilll ulld 81101.t nutice, biilu c l i r ~ ) ~ u ~ ) t ~ d  and H~V(WIOBS to customere and 
other tx:t:cr~~nts. 'f kind of JIIII~,  IDAS. 3 .klj-tetl tlernnrrd and timn deposite. 

I n  li14H thc depo~its of cornmcr!rcir~.l b d e  conl;i~~ued to  incr~aae in tho C.K., 
Canada, doslralie auct Xelv Zealand, whilc in tho U.S.A., Lho I'ndia11 lTnion, the 
TTnion of South -Africa auci .t'el;istan thcm was R i~oticcable rsvctlstrl of the  \vartirne 
and post-war upward I;IvI~&. Except in h'cw Zcnlnl~d, loans and sdvitncea conti- 
rind to  I~RC in all the coiintries mentioiled nbovo. indicoti tho ' wuwi~lg munap- 
tion of bank loiidi~~g to trade 1~1td iudwtry. 'J!h a!ang wit ? tho 2- edine in depmita 
acconnt~ for the inc!rc;rw in bhe ~ntttio of lot~ns cmd odvoncca to deposits in the 
U.S.A., the Tndinn Union, thc 1:nion uf South Africa and PnkietR11. In the U.K. 
and Cnuada the increase in loans nrld advauaes ~ v e ~ l f  hand in hand wit11 a riee in 
dcposits. In Kt?w Zealand loom aid ndvanCeu declined sl~nol~itely and as a 
percentw, of dcpitcs, while in Aufit.r;~lia loans and ndmnc@s incrwed leas than 
proportionately to dcposits. 

Graph 2 shows the t.rc?nd of dt?po~its end of loans md ucivanccs and bills 
disoonnted na wcll as the ralio of t-hc Iattnr to tho formor in nix nelocted counlriw. 

(Jrtiled Xlulce of Antrrir*l..-Tho pus.itiorr of I m r d -  C&mmGrcial Banks ;w 
tbt  t?n: cnd ol' June a11d 1)rcemhcr 1047 and June 1940 is given blow. 

TABLE %.--ALL INSURED COMMERCIAL BANKS IN THE UNITED STATE8 OF AMERICA 

B o u u d  Dopoitat : 
U.&3.(30vemment .. 
Otlrcm .. . . . . 

Time I)apeitet . . . . 
kkmemHdeooea .. 

. :  ' - ~ m , ,  .A. .. -.. .. 
U.Y. aovurruntbnt 

oblignt.ionn . . . . 

(h m i l h  of dollnrs) 
End of June End of Docomber Erld of  r l i ~ ~ i n  

1 H47 1947 lDlH 



Depoeite ot.her than thoae of the U.S. Government inorenecd ehatply in the 
latter half of 1947 hilt feU agaiu ill the firnt half of 1W8, the level in June 1941) 
bcil~g x~early $1 .d billion higher than that in June the provioue year. The decline 
in deyoeita in thc f i t  half of 1948 is ntt~*ibutal?le to  the Treaeury cxeh surplus 
which drained subeta~~tial fundn horn private accounte. Loans of the .Ineured 
(:ommercial Banks increased by over $8 brllion during the ycar to June 1948, 8.8 s 
~ e ~ u l t  of inventory nc:cumulation, incrcaeed outlaye on plant and e uiyn~tx~t, highor 
working capital and inoroased consllmer crcdit. Them waa a fa % In the bankr' 
holding of Covenlment eecuritiea uf about an equal amount reflecting partly the 
liquidation of aecuritiea bccause 01' increamed rcacrvc requiremanta for Mcmber 
H ~ k s  which becanre effective i r l  Felr,runsy and Jnnc 1941). 

UnileJ Kingdim.----The followi~rg table s l ~ s w s  the yoflition of the Lnndorl 
Clearit% B a k e  aa a t  the end of 1947 and 1948. 

(In ~nillionn of pour~d sterling) 

lend of 1947 End of l94d 
Uepitm . . . .  . . . . . . b.l)3i 6.200 
Coah . . . . . . . . . .  . . f&L -- 601 
Unll Yorx~y . . . . . . . . . . 410 4 85 
Bills Discounted . . . . . . . . 763 74 1 
Trcwury Deposit Receipts . . . . . . 1.288 1,397 
Il~vwtmenh . . . . . . . . . . 1,413 1,478 
Advmtm . . . . . . . . . . 1,208 1,378 

The depo~ita of tllcsc Lalike fillow a11 incroase of fZ66 million during 1948 a.~ 
compawd with a 4 9  million in 1947. 'l'11is rine in dcposita took place in epite of a 
policy of dieiullation, and is partly explained by the substar~tial amounts relewd 
by the Trcaaury in connection with the mptrynient of the 3 per cent Convcreiol~ 
l.oan, 1948-63 and t b  purcham of ArgenOi~~e Kailn. Advnncoa rose by f 172 million 
irr 1948 as againat f22tl million in the yrevioue year, whila Tmasury Deposit 
Receipte and invcetmente increawd by $104 million arJ egainet rr fall of f216 
milliorl in 1947. The cxtcneion of Bmlc credit, t.o the Government ilt 1948 was thurl 
on a l~rger  wale than in 1947. 

Keorganhation a:)& Control: o j  Cumnrercial Banking.-Thc post-war regulatioli 
of commercial hanking, which in uomc cout~triea hnn gone MI far as complete 
nntiondieation, hae for ita main pukpose either the restricMon of credit in order 
to retlnce irrlbtiontwy presaurca or the direction of crcdit along the lines and in 
the meawlre i~ldicated by developn~or~t si!hen~ee or filll-aoalc ecorlomic planning. 

On 27th E'eLruary, 1948 the Fecicral Roserve Board i~acrcaed reaerve 
requiremouta.against demand doyosite of Central Rcmrve City H*s from 80 to 
22 per cent. Thcy were raised ageiu fo 24 per cent on 11th June. In apite of them 
increnee.8 excese balances of member bonke continued to be fairly high. 111 

September, tharofore, tho Board further raised r c m o  requirementu against 
demand depoaits to 26 per cent for tho Central Reserve City Banks ard  22 and 
16 per cent for Reserve City Ulrnke and Country B a k e  reapeativcly. Reeerven 
against time deyoeita were raiaed to 74 per cent for all the three clas~es of rncmler 
banks. At the esnre ti111e the Board roissued the regulrrtion 011 coueurner instalnicnt 
credit which had been allowed to lapse in November 1947 ; the new regulation, 
though milder t h m ~  ita prdecenaor, c.ovcrorl ruoet consumer goods rrnd preearibed 
minimum down-paynlent~ and maximum maturity for orcditu up to $5,000. 
Further; in. the middlo of Auylet the Fedcrel ICe&rve Bhk of-Now York r a h d  
ite rato for diecounta and advmww against Goverrlment obligations to 1 f per cent 
from 14 per cent, to  which level it had been laitled iium 1 per cent in January 
1948. 

. :  :.; a % : . -  ,< . - .  .: . . . . . . .  - ..̂ .... . -.... ..,. e.. i .i+. *- .. . 
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Log.isla.tion introduced in the Mexican Seuate toward8 the end of January 
1949 providce for a larger proportion of inve~tmcnta of private banks in long-term 
Government Ioans and indu~trial securities. Credit faoilitiee for developmental 
yurpoeen have heen liberabed by eaterding the currency, fixed by law, of loans 
for commercial snd ab~icultural purposee aud by permitting larger porcer~tagea of 
aasete in long-term credit for various clasw of banks. 

The wme law which provided for the eetabliahmout of the National Bank of 
Cuba (vide para 6) elm dealt with the reorganisation of cornu~wcid bark8 with e 
view to bringing them under cIoeer wpervision of thc Cerrtral Bauk aa well as 
co-ordirmting t l ~ e  functio~~s of tho tinnkjng eylrtem as a wholo. h'aw rogulationrc 
have, thcmforc, bee11 aduptod in rcgard to Ihe orgaltisation, mnn~~;emcnt, mininlutn 
capital, remrvc rcqdrc.n~onts, m ~ d  borrowing and le~ldil~g oprtt ious of the privrate 
barrke. 

By a 1)ecree of 22rd d lrilc:, 1948 of thc Coda I{.~(:DIJ Gvven~ment, 811 privbte 
banking institutions in the country were nntionaliaed, credit and banking 
i~cititutioon being conidered publio utilities t o  bc co~ltrolled by the Government. 

The CZeoho~lovak banking aptom wee reorgrurieed under the Act of 20th Jnly, 
11)48. Banking iwtitt~tione are now c h i f i e d  nndor two broad categories, namely, 
national corponrtione (banke) and people's co-operatives (people's banking 
institutions). The formw compriee nationalised commcrciel lanke, the Poet Office 
Savings Bank and the Inveetment Bank. Thougb the property of tho State, tho 
mtional corporatione am tochnicsrlly L~depmdent corporate bodia, functioning on 
bushesa principles. A bank under this catcgory has a Board of eeven directors, 
thc majority of whom are nominated by the Minietcr of Finanoe, who also appoint* 
a manager of the bwlk on the recommendation of thc Board of Directore. The 
manager is subject to the control of a eupervieory board, which ie in effoct a 
oommittec? of tho Board of Direotolu nominated by the Minieter of Financc. As 
regards peoplc's co-oporativee, their main purpau ie to.enoourap;o.savinge and 
accept deponits. Thc Minieter of Finance hm complete control over them. The 
credit activity of the pcople's co-operative ie iu yrinciyle Limited to the area of it8 
oyenbtionu, there treing only oiic nrlch institudiou in ax~y towu. Thetie co-operatives 
extend small credita in accordance with the approvod financial plarla &awn up by 
the Ministor of Finance. 

In Poland most of the bnnb  w h m  operatione wero spread over the territory 
of a county or Inore were couvarted into State banke, with tho exception of the 
13ank of Foreign Trsdo which co~~tinutw to be a joint stock company. Thc six 
specialid banks cutnblishod were the Iuvatment Bhnk and tho Agricultural 
Bank for the financing and control of investmeut, the U.uk of HrmndicMftR and 
Trxde for finenting ~)rivnta indlt~t~ry, tho Populer Hevingt, Bank which replaces 
tlie present Po~tu,l Saviilge Hank. thc Bank of Foroign T r d e  and the Municipal 
H ~ n k .  

The N~tional &nk of Hungary llan bee11 exltrusted, under the law8 ieeued in 
April and Noveuiber 1948, with the euprvision of the netionalieed aector of the 
economy. Thorn ie a growjllg tendency to bring non-natiomlieed e n t q h  under 
the control of the National Bank, which han the power to rofuso or to direct the 
granting of credit in acoorda~~ce with the requiremente of Hungarian ecouomic 
p l a b g .  

The radicd ahangea in the Humanilrn banking system referred b in lest 
year's Repod led to  tho amalgerrlrrtion and nationalisation of Rumaniar~ ba~lkn. 
Uy s Government Decree of 13th Auguet, 1W8 most Rumanian financial imtitu- 
tione were dismlved, the exceptions boing t . 1 ~  Nebional Bank of Rumania, the 



Nrrtiollal Society for Industrinl Credit, the State hvinga Bank, the Peoplu'e Baxdc 
and banking inetitutione fimctioning uuder epwial a p m c n t a  between the 
Huo~anian aurl other Govenlmcnb. The National Rmk of Rumania has takotr 
ovcr tire fu~uact~ione of the clisaolved ba~uakil~g inetitutiom, which illcludc fifty large 
Irnnka, and for that puryorw! t~au opened 500 new brtnchee. 

Jn the Yhilippir~tw, the newly c!onetitnted Ceutral Bank ie empowered tu 
regulate interent rates, to wtallieb ceiling~l and maxinrum mvturitiea for Lal~k 
loann and invcstmentn, to prescribe rnirrirnnm ration whioh the capital and rescreen 
of bankn must bear to  the volurus of their aewte 01. to specified wtegories 01' 
auneb, and to  regulnte rninilll~lnu cugh ranrgiaa for Icttern of' credit accordix~g to tlrc. 
uakrre of the tmnsautiolw to be financed. 

Ihder the Pnkietan Banking Compn~~ien Control Act 1948, the Htaate Bank 
of I'nlusta~l  HI wide ~~iltliority to contrvl bank aclvancee either through a general 
policy directive regarding sdvu~lca  ax~dlor tbrougl~ apacific i~wtruetionu to 
individual bank rgardhg  a pnrti~,ular traneactiou or group of trnusactiollu. Tire 
bmikr, are required to luainlein at all t i m a  ~peuiticd liquid arrseta amounting to 
110t lea tb11 20 ycr cent of their total liabihties, aq wdl iw a t  the cnd 01' each 
qnrrrler 75 ycr cent of tl~fhir total liabilities in wwts in tho bvi l lcm of Pakkrcta~r. 
111 h'ovcnltmr 1948 the mulrirt~c)m on t l ~ c  oycnii% of rlsw branchen and the tl-trr~xfi-r 
of exiding onen, which yrrviounly did not apply to foreign be~iks, have bee11 
exte~lded to all bauking comp~rdw without exccytio~l. 

In tlre 1nili:rn Iinio~i the Bnnkiry (:olnpauiw Act (tietailad refi-rmcc to whicl~ 
i~ made in para BG) wan mdt?  uffcctivc from IGth Muruh, 1040. Tho new Act 
consolidntes and amell& the existirlg lcgielatron rclating to h n k e  and cxtt.ncL.1 
1 he c.ontrol of' tju. Renervr Blrnlt to tltc vntjrc rortimctrc-is! bmlking eysti'n~. 

Estubliehv11e~.)r2 of Spciuliasd 3arrks.--'l'hc Kuma~~ian (:ovelumcnt in repohtl  
to have created by Ljecree e new bm~k for inve~tuient credit. Thie bank, althoayl~ 
a State-ownbd coryoratioa, will filnution 011 ctonlrnmcid linm and fbnc* invmt- 
mente, both public uud private. It will aecun: ita funds from the Kinietrp of Finance, 
horn lowxu, from other bauki~y katitutiolu, arid fro~n repayme~lta of loam 
yrevioudy grl~rited for invcetnre~lt purpo8es. 

Similar institutions for granting long-term credit were reported to luarrvc been 
etjtablished in both the \Vrstt!rt~ urld lqastern Zo~icn of Ummai~y. Tbe Recanetn~ction 
Credit Bn111c of Cho Bizone, rc:ported Lo l~avc Leur~ ope~rcd irr 1)eaeaiber 1948, in 
to u~ahe long-term credit available for reco~lstructio~~ ppurpoaca, the yresellt need 
for wl~icl~ hw aiineii silhce the currency refurn) in the nliddla of 1048. The Bauk 
in to insue a11 ir~terilnl yttblic loi~ii to wtaure thc neccenary f u &  ; ite nphcre of 
activity will bc corili~lcd ti) tohc tttrritary of tLc Bizone. A German Tnveutment 
Bank for the Easterl~ Xolic! is mportcd to have teen hd Ily Zry 'thB lYuviet Military 
Ad~ninietratiou with a capital of DM. 200 million, subecrikd i s  yart by the Cer~tral 
1)ep:irtmenta of the German Rco~~omic Corr~mieaion of tho Soviet Xo~lc ru~d in 
part by the Laadcr  (:ovt?r~~melita. The finl& a t  tho dieyoal of tho Rank krlude 
its capital, upcia1 fuads wade rrvaikble by the Geruran Econolllic Commiesio~i 
and the Lmnder Oovoniuejlta, 101s-tcrm d c p i t a  811d the proceeds of an isaue of' 
4 per cent boricltl. As front 16th October, 1948, other banke i ~ r  the Soviet Zme hnvr 
been prohibited front granting large credite. 

In Czechoelovclkin tho new T~~vwtrueut Bank for the p u r p w  of h u c i n g  and 
co~rtrolling inveplt~uor~t.~ cornmel~c*d ih oprat,ionu OII 1st October, 1948. It will 
derive it8 fullde frour de ta  tn by drawing on tho Poet Otbo thing8 deposits 
or by i i ~ l i l g  ita MI g d e .  It will aleo .dlriiniiniatu the National Eounosly 
Fund. 

With a view to allsiati~ry industrial devclopnlcnt in Egypt, tohe Egotiall 
C:c~veri~menb hne deciclrd i r r  favnlir of entabliulri~rg nit industrial hank for cxtrnding 



nhort, medium amd long-term credit. The Bonk ie to have a oapital of 
£El .6 million, 51 per cent of which will be subscribed by the Government. 
30 per cent by b a n k  u d  other legal entitien, and the remainder by private 
individualn. 

7. BlLT-EDGED AND INDUSTRIAL SHARE MARKET8 
Qilt-edged Murkela.-Ae comparcd with thc sit.uation during 1947, 

gilt-edged mtrrkets ruled generally steady in most of tho leading courltriea 
in 1948, although there wae an upward prenaure on intereat rates. Thero was a 
gener,rxl feelby on the part of the mthorities in mont conntriw that the main- 
tt:nauce of oheap money policy by artifiuial devicea would c~errte difficultien. 011 
the othcr h u d ,  there wna also a dosire not to mvoree the policy suddenly. 'rhc 
plioy of allowing i n t m t  rate8 to  find their own levels was not practicable ; i t  
wlre necwwry to work out B oompmmiee between, dowing on the one hand, tlre 
ratee to rise and, ou the other, ekengthenirw inflationary preeauren through 
artifioially low ram. The g m d  upward pmmre minterart ntewma-the m u l t  
of' incrwwed demand for full& for replwement and expumion of plmt and machi- 
nery, arid for rnc?eting dcfcrrod col~aumptiou, the volume of private eaving &ad 
1nc:omc being insdeqltatc for thorn purposes. Hardly any of the Coverme~lts of 
major countriee renorted to the n~nrket for iiot fmh borrowing, their cperatione 
k i n g  gcliorelly confined to  refunding ttamactions. Thie oircumetanco gavo sonla 
~ t r e ~ l g t h  to thc gill-edged mwket. In the ITnited Kingdom the attempt to e~t;lblial~ 
a 24 per cent ~ n t c  had to bo give11 up and was followed by the iwue of s t a c k  betwing 
inbrc:st aL Q per cent. Tn thc ZT~lited Gtates ekortterm rate8 were raised parLlq- 
an nn anti-inllrttio~rary meaeurt?, thc long-tcrm rota, howovor, Icing mainteitwl 
nt the prcvicms level. 

'I'hu Unifeit.Kingdom gilLedg4 market ruleen* ihm d h p t  during 
the early pcrrt of the year when i t  l o w e d  a bearieh trend owing to  such factors en 
the urlcertain illter~~etioutrl eituation and the annoi~ncement of a epccial lcvy in 
April. '['he iauc of the 3 per uent British 'l'ranaport Stack, 1978-88, on let January, 
1948, and the 3 pcr cent Brit ih Electricity Stock, 1968-78, in April, both at ptrr, 
ooaetituted oficlal recognition of the M e n i n g  of intereut r n h ,  the new rate 
?wing ti l~nrmony with thc thcn pmvailing pettern of yields. Tilaw h u e s  caused 
a slight sol-back to the morkct as tho aupply of gilt-edged securities increcwcd 
nizebly, hut from the nucond quarter of the year onwardn, thc Govcmmant. 
nacuritiee mnrkct ruled rather firm on nupport forthooming p d l y  h ~ u  the re- 
jlrvestnler~t of Argentino Rail money ae well as the rrrpayurwt of the E300 milliu~~ 
3 per cent Convention Loon, 104853. Jnetitubiolla lnv8~tmBnt'dehhrfsd, i b  was 
rc.yortod, o8me partly from the incroamd reecrva of many induetrial conccrnn 
: j r i ~ i ~ ~ p  o l ~ t  of voluntary dividend limitation. Aftar thc nucccasful issuc of tho 3 
per c:ent British Electricity Htook, 2974-77 for £100 million on 21at October, 1'348. 
the gilt-edged went, iivtbttr a h a d  till December to finish only elightly lower 
tIia11 the penk Ievele m o h d  in November, the impmvement being more pro- 
~iounced in the modium a ~ d  longer &hdu with gaim ranging fmm 20-11-3 to 
C2-8-9 as corupared with tho proviouw yocrr'e claiug prices. The moulhly average 
pricc: of' 24 yw cent (:onuol~ declined from about $133 in Docombor 1947 to abolrt 
SiB i t )  April 1948, lub roue au bnequently to clam st E79a in Decemher 1948. 

b~ tho..U.&.A, w, in the prgvious y w ,  the affork&tb .n&hdiee were 
directed tow& diacourugiug the mondieation of the publio debt. To eecure 
thia end, ehort-turm ratee w m  allowed to riw further during the year, the yield 
on long-dated securities, however, leiug held generally ntable. Following the 
lowering of mupport priwe by the li'ederal Reserve Bawd towards the end of 1017, 

to in laat year'e Report, thore w w  for e tirue uctutsiuty uud eoafusio~r 
but soori the rulvkct etcadied up, t h ~ m  hing even sorue riee in pric*a till n~id-ycar, 



partly owing to a further rise in short-tcrm rake not materialising nnd partly to 
hc aociluiul~tion of investible funds. But the third quarter of ~ I I C  year witsneasd 

n decline in pricca, owing to the incmased reeervc requirements from BSernber 
Banks ae well ae n further riso in short-term rntes, the rat0 on onc-year certificstes 
being raised from 1) per cent to 14 por cent on O@ Augqt, 1948 and the discount 
rate of the Federal Reserve Banke from I )  per cent to 14 per cent. 
To meet the i n c r e a d  rewrw requirelueuts b d s  had to raort ,  to  some extent, 
to aalea of Governrncnt tlecurities. 'L'here wtre aleu fearr iu some quarlcm that 
Federal Reecrve support lcvele for long-term sec~uitirs might be removed or 
lowered further. The cozlti~lued heavy demand for fun& and the highcr yielda 
that could be obtained on lomi) bind mortgagee Jcd to  i3utit1ttionrrl ~Ilinp; of 
giltedgcdu, especially by insurance compauieta. lrronl November the market once 
egtlin becemc deady with cven some rim in prices in almost all the itleues, the 
strcngth of the market bcing attribated to e combination of hctum euch as the 
gradually el~beiding inflatio~~rtry rwurc  in tbc economy and weakeniug derualld 
for credit. There w u  u,Im a mar E ed falling OK hwler, qT eccur'tic~ by imurance 
eompu,uies and other iustitutiolul invmtors, and iadimtiona tb%-there would be - 
no further riee in ahort-term ratee further strengthened thc market. At the clam 
of the year the market WM) 6rm. 

In C e e d a  and Aantralis the gilt-edged ~rnarketa displayed geuerally shady 
conditions. Tn thc former, thn market wao considerably wcak during 
January and February, following the lowering of support p i c a  by the Bnilk of 
Canada an an anti-inflationary measurn, the yield obtnintlblc on thc lorqest term 
Victory Lotlll Bonds hlcrecurinp; from 2 .W per cent a t  the beginning of January to 
about 2.98 per cent a t  the cnd of Felnuary. The undertone became subsequently 
shady, and M v d s  the end of the yeir pricee of the lougor term ieeuea strengthened 
moderately, the 3 per cent Victory IAuau, 1966 dlling an e yioldibeeia of 2.93 pot 
cent ou 31et Doccmber, 1948. The Au~tralim gilt-edged madiet did not rerord 
any out-obndixlg developments duriug 1948. Periodical runlourR that the bond rate 
would bc; reduccd to  3 per c e ~ ~ t  caused soulo minor  fluctuation^ in prices but the 
long-term rato remaincd unchanged a t  3) ycr cent, two cash-cum-conversion lonrr, 
having been eucceesfully floated during the year. 

The gilt-cdged markets in othcr countries such a0 Belgium, France, Italy, 
and New Zaaland romnined generally eteady. 

Zndu.drial Share Wnrkels.--'l!rend~ in induetrial share ~nnrkeis merc 
iniiuexlced by moll fnctors as chnngee in tho inta~lational political situation, thc 
growing Commilniet prwurc, the anti-inflationary mcrc)eunnr.a&emplnted By 
Governments snd fears regarding thc possibilities of a buainmn reccsuion actting in. 
Howcver, on tho whole, tho year 1948 was one of cou~prrrative titability. 'I'nhle 7 
show the index numbors of m~rko t  V R ~ U C A  of industrial ~ h w e s  in W c r e ~ l t  coaa- 
trics (vi& Grclyh 3). Stock markct~ in Canada, Chile, l)cnmark, E'ranco, Mcxico, 
Norwtly and Now Zealand rulcd ger~orally etcady. In Belgium thc mcrrkct waH 
firm in the firoh quarter after which there dcveloycd a diarp nucession in pdcw, 
while in RlJand and Swedcn rt gradi~d dccline was i~otjcnnhlt. during the j-ear. 
In  Aufitrnlin share pricen rcmtli~lcd gerlernlly stc:adr during tho year, except for 
a brief pcriod of dcclinc in the oartier p u t  of tho ycar, owing to thc break i t t  
commodity price8 in ikc U.S.A. 

~urin~'194~. eclni1.y prices in thc U.S.A. flnctuaW raihct iirt?grularly owing 
l o  ahaagjng and at tiniw coxlaictirig v i o w ~  on the probehi!ity of' au cnrly busillem 
rcc.eseion. Thc market mae wcok during tJlc fimt qitnrter, it ww reported, owing. 
nmong other thinge, to the dcvich~ation of the frnnr anti thc f e u  that some morc 
Westcm European coi~ntrics might, follow anlt, in which cone American oxportn 
might diminkh uons;cierably. Tho b r e d  in f m  pricoe cculy in E'ebrunv was 
inkr))retcd rm s r l  indication that the pnst-war boom had panard its crent. Rut  
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d ~ r r i ~ ~ g  tlio nt!cm~d c{nnrbr, pricen rum by sboub 20 lmr oe~it, the favo~~rtbhle inlluel~o- 
(:A t)einbr the rcd~~ction in Federal income tax rates, thc increme in Qovernmeatnl 
i'oreigl aid and the prcxspmtn of higher Fderal defeaco expundit,l~rc. Prices, how- 
ever, llnccdcd lwtwocn June and September owing to the d v c m  impact of the 
interuatio~~al eituation, fwthor anti-intlntionllry rnoven of tbc morwtory al~thori- 
Mes, rcnewed fears of businr~a recession tlnd labour troublc~. Them w m  again a 
froah d v ~ n c e  in Oatober beued on an expectcd Republican victory only to In! 
w i p d  out soon hy tho p-t-decbtion dcclinc arising fro111 fcam that thc new adminirl- 
trntion might hc: loan friendly to buainelw. Tho markut cont,imied tu remain ~uhdscf.1 
for tho reat of tho year. 

-r --.u--tt4' . -AIkrn&k@bwkof ~upkr)B 
-%-. s t ~ ~ k  Excbhame durinn the fimt 

liesitnnt dnrilG tho fim; yuclrtcr of 1948, owi$, among other facttore, to volaatary 
tlividcnd limitation. A eustnined rally enuued in April, prompted by the in it in tin^^ 
of the EHP and tho growing weight of money maki11g invc~tmmlt. Rut in 311ny the 
sentiment Iwclrne somewhat cleprcs~cd on nows etmut the Berlin hlockdo. I.?rl- 
fnvoureblc rcporh about the impwt of thc dininflaLjoniwy policy on indastry h:trI 
alw (L sobcring offect on the market. I n  tho le tkr  half of tho year, bl~erc! wltv r l  

grttdual nnd unixlterrupbd recovery. 

Nero Cr~pitnl 18~s. - -The ~ R I ) I I ~  nltlrkctu for now c:orpor~te mcarition were 
active in the IJnihd Htntes and the Unitd Kingdom clidng 194% The aggregate: 
new capital i&%dst in tho Unlka KiGdnm, exch~ding,boHrowlnp by tho Brjtinh 
Gnvernment, a compiled by the Midla~d Bank, amoen-hd to P25l.4 million 
dl~rirlg 1948, M comparcd with $151 . l  million in 1W7. 'l'ho volilme of wcllrity 
Hotatinxu for now capitnl, ptlrticnlarly corporal.e accuritien, in the t1.S.A. t h i ~  
year wae nboiit thc =me as l n ~ t  year, the estimated groee proceeds of aoti~nl 
ieeues being $8,509 million fot 1948 ae againet $6,577 million in 1947 and $8,000 
~r~illion in 1048. The nhift from equity financing to bond financing which has h [ * ~ n  
obwrvod durirlg the paet few years was noticeable in 1948 dso. Ae before, retained 
enrninge constituted the majm wurce of funde for corporntiox~e. The c-epild 
market in Canaan alao witmmed active coxditioxm during the year i~nder mview, 
the net new ivi~ee of corporation bonds md utoob being @40 million, ee againxtl 
$231 million iti1947. Bowever, it wenrep0rt.d that a-@mterprt of4wrophrncrtt - - - 
md e x p n i o n  expenditure, nf indi~etry WAR financed out of depreciation nUowanoon 
and rotained eaminge, ody  ~ b o l ~ t  one-fifth of the total capital reqr~ircrncnl~~ l~i?irlg 
financed by r~ew ma;irity iesuee. 

8. BULLION 
IProdrrcJion tsar1 S&ka r$ (!old.- -The Table below g i v c ~  tig~~rva of catinttlts*il 

pruduction of gold ill t,lw major prodllring countria dnrixlg 1!J39 amd each of 
tho y c ~ m  1941 Lo 1948. 

TABLE I. - WORLD GOLD PRODUCTION 
1111 U~oturu~dlc or nul. oanrc~c) 

t 1 .. ..-vr-4 i n .  1 - 5 .  & 
1 - r  .--*>. I - - 2 3 LC- I ' U U I U ~  

irnarro ( t) 
L'41111tt.riw IRIO 1041 1012 IUCI) lU44 1U45 1UM 1047 IO~lJ 

~ c I C I I ~ C  (--) 
rnw 1947 

I .  Hr~lielr (hmiuotiweulU~ "2 471 24 146 93 466 I V W  I7 hl)l 17 228 17 170 lUR8Sl l i  686' + S 0 
(n)  Uniun of kuth  ~ f r k r :  1&832 11:408 14,'137 l 2 : ~ 4  IZ:SBO l~:%!2G 11:!Xt7 11:NMl I l::fi + 3 .4  .. .. 5.004 5,348 4,841 3,051 2,923 2,607 2.888 3,070 '5,?009 + I 4 0  .. .. 1,646 1,407 1,104 761 1 7  617 824 917 hB.5. - 7 . 7  

.. . . 170 176 1611 149 I42 1% 110 110' 1UV' - 9.1 
317 286 W 252 l87 1 131 172 IRO* t 4 . 6  

I I. Unitacl HI ate;'& ~ i ~ r i ~ ~  : : 4 611 4 82% 9 5~)s 1 381 1 WAS 9lli I .IW 2 1891 2 Uon - 9 .  a 
111. MI Cuurbtsiewt . . 39,'oan SV,'Y~~* ;li,ia7* m,'470* 23:770* 23.067* 96:335* x3:700* W)~LUU* 1 2 .  I 

Iinlhh ~ommtn~n&b~ : par- 
T a m  . .  57.6 61.4 45.3 72.1 73.6 74.7 73.6 71.1 73.1 + 3 .8  

L'nm of 8"1;ih ..If;&# : pw- 
6- .. . .  .. 32.8 36.6 41.0 48.4 51.7 53.0 51.1 47.3 17.9 -I-1.J 



Ae lihs Tabln rhowtr, Wlo r.c:c:nvery ill gnlcl ~~rc,tlul:l.ic)n r~otiued einrcr 1Mb 
bccaa~n mom pronouncad d~lri i~g lW8, tho total c?eLimatccl \c*orld outpnt, ~howi11g 
;rr\ iacrca.ee of 0.5 million onvcu frc.)m 28.7* ~riillion Olln(:CR in 1947 t o  24 .a* 
rnillio~~ oilncen-a, rino of 2.1 p c ~  c c ~ ~ t .  3'wo of tha n~ihjor produc:ing coui~tries, 
, t~iz. ,  (Jilnda nlld Lhc ljnioli of south A.fricn, nliowvcd t i  rh(! of 0.4 lnillioll ounrt5s 
o;tc!h, whilo the o i h r s  inc.lndirrg t,hc (Ir~ited 8tOltt,(:~, A I I H ~ c I . ~ ~ ~  i~lld X(!\Y Z ~ R ~ I ~ I I ~  
whotvcrd tr deolino. Of t h e  wtinlated world prod~~c!t,io~l, the Britislt (!o~~~rnonwc;~lt~h.'s 
nl~artt dvlrnc:ecl from 71 . I  prr ront ill 1947 to 73.1 per c . c b r ~ L  ill 1!),9.8. 

Tn laat yoar '~ Report, rric~lt,iot~ WMI midc of the goncri~l tt!~~(i(r~~~',y for it11 

inurnlrse in ~uir~ine < : c ~ t e  anti of the ac:t.ion h k o a  hv Mrllo ofthe r,rod(loilrg c.o~lntripn 
- -. - -. --b grant mlief: 6 tho. ixuitutry either 

the arlnpen~ioll of the gold tax rtu in s 

further efforts wcrc 111nde in Lho unme dim~tioa. 'I'llils, in Mwch 1948, t.hc 
Allstralitw~ Cfivcmnient. llrlci pro~, t~cd to  -grrr~lt t.t:111 pi)rarj i l a ~ i ~ b n ~ ! e  LO ccrt.ain 
p ~ l d  mines i l k  t8hc deucrt alac:aR in wen ten^ Auat.r:~ li;~., which wcm tt~rc+atcnrd wit,h 
n,l)endr)nrur.,li3. 'I'lra propotsel ill krmn of which aid wa.8 t.o hc: tieterll>ind fnr csc.!h 
grlfti rniuc individually ~rcac~rcling t4l  it^ cmts, ore rwrvc?s, vnlllcs alld dcpanrlent. 

~ I I  lalt,ion. wan roferred to tohe Lnt.er~~at ionn.1 Mos1cti~r.y 'Fmld which held on 
12th March, 1!)4R that the tnrfiaore did  rot violitlo t-ho l'iind'n pcrlic:.y regadinggvlcl 
flllt~flidir~ enllnci~ted or1 11th Decell~bcr, 1947.t Ancord.ilrg t.o tho A~~llwtrJie~i 
Economic Snrvey dd~t~cd 10th I)ccernl)cr, 1 9411, Lhc Tqederi~l (~~~c?l ' l l ln~llL ducidod 

. to wt. eu'bairllo&o..fwr ~ n t u g i ~ ~ u l .  n~intr ,  k) nuver. l y ( l i t i v ~ l t y w 4 - ~ .  &Y, .: . - ..- - . -.  A 
prr)vido for n. dividmd of 4 per nnnt on p1Jt1-11p (mpitnl. T'II 1. )~~.bhih~n-  hod^^^ 
a, luenarlrc granting n general silbuidy of $1-7-fl per ~ I I I I L ~ C  (in nciditio~~ to r~ a~lhnidy 
lirnit,ad to £2 per ounce to  omt~in mtr.rginlr1 minen) wlur iiltro(il.~cc(i in 1948, 
t.o be effective up to March 1949. Thia was co~widemd incotwi8b1~t wit.h the .lGlnr?'~ 
Polioy &htemeut, and, fnllowi~lg diecuuaio~w 1)ctwccn t11e 'I'und >raid the Llnited 
Kingdom C:oveinrnont (which had signed the t'1111d Agreen~e~it on lwhelf of't.he 
Rhodaian (:overnmcnt), the ltlttor informed t.ho Fund enrly in 0cto)hr 1048 of 
(,ha Hhodwi~11 Covcrnment'x u11dartnk.ii1g to tnodify at l lo  irest. ~(8w~ion of the 
Po~~theni IChtdc>ainn P~rlinu~elrL their prnxe~it lt!gisltbtion$ no HN ti) tll:lkf! iL 0011fO~lll 
l v  the find's policy. rn h'uw Z~al~\il(i, the bucknt for 1948--I!) proviclcd for thcl 
~trrnovul of tho axi- goM duty of 1%. gd. Imr ounca. J 1 1 4 + 3 ~ i R i 0 1 _ 1  .: - - ~ ~ , ~ ~ ~  :, 

for thc pun?hw by the Romrve Berk of all gdd pductd' in the c?ountfy e t  e 
11ric!o h a ~ d  on the ruling price. for gold in London, and, in pumuanco of thie yrovi- 
sion, the Governmant inm~ed H ~lotific~tion on lDtrh -B~lg~tet, calling upon gold 
1'rvduc.ere to sol1 t a  the Rwwve Hhak thoir antirc prod~iolioi~. 

?lo 111cet rising mi~ling costs, tho ['nion of South Af~~ica enturd into Ir doal 
\\.it11 A London firm onrly il l  Pcbnlccry 1WU, For the s n . 1 ~  of I,OO,O(Nb 011nc?cw of 
sc~ni-pn)re~aad gold a t  a pricn i~hove the ofi(ic?inl parily. Pnder Article TV, Sacl.i(~~i 4 
(11) of' tllc E'and Agroomot)t (rricit~ parn. 14 of the Hoport for 1047-.tR), tho Fund 
t . ~ k  ill> the queatinn, i~nd, .  hiivillg na.lisfid ihelf Lhnt ~1eclt1a.t~ safega~rds hnd 
~io t  tmon providcd by the I ~ I U O N  cd So~ttlr ~!.fri(!;t (:nver~~nmnt ti) prevent tho 
sdiw finding thdr'way into private honnl~; 1w11d H r ~ n ~ ~ v ~ u i q ~ t ~ - i m  25th=3hbruary, . - - 

1 !IS!), signifying  it^ diat)pproval# of thn t.r~i~nnc!tion nild advi~ing the llnion Cflvcqrn- 
~ a c n  t tohat f i~ t~ i re  ealea, if any, h fi~rrt r v f ( d  t.o it. khrlier, the f i n d  hnd reviewed 

- .---- - -  . . - - - - - . . . . . . - - . - . .- .. .. -. ----..-- 
Pruvilciur~al ,'A 

t HrieBy. ac:cofi~g to thin Stcrte~nent. ~ I I I ~  ~ u b ~ i t l v  011 gold ~~rndrv:t~i.irta. m g u d l r ~  of iM 
l i~nn ,  i~ i~womktw~t u,ilIc Article I V, Se~:tion 1 (n) of t,hr Fund Agrtuunent.. iC it l~ndennineeor 
Il~renth~bs to undcmurc auclm~ps stability. : Art amendetl gold nubeidy iwheinn. tw +1pl11uved t ~ y  tlio Ir~len~srioiial Monetay Fultl. 
Ilc~r riurm Imn int~nduccd i r ~  Ll~o Purlianient nrr I!kh May, 1949. 

f I11 151n.y 1 VJH, the Union of Soul11 Afl inn (':o\~urrunent rylreed lo i m p w  uert,ain du- 
k~tuxdr, ao us to wcrlun that the =mi-fubl~ioeled gold is wld o~ily to ~rurnuract.tmm for genuine 
manufacturing porposcn, and that the imprtor of gnLd hew tile prior permhion of tho uut.horitiee 
d hh own ouuntry to W e  the pm,ham for thb purpoiw. - . ---, .. .crp*i= 

. . .. i . .  .... l : L I '  ,tH . . .., . -\ , .- ,,,., . , . . , ,I  ' , ..% .I- 1 ; I t  .'.%;.;L. 



TABLE 9.-VALUE OF MONETARY STOCKS OF QOLD I N  CERTAIN COUNTRIES 

(In millions of dollars! 
End of 

r .L - -.- - 7 

193s 1939 I940 1Wl 1912 1943 1944 1945 1946 1947 1949 

United Btetes of Amenoa . . . . 14,392 17,800 22,043 7 1  22,738 21,991 20,631 20,083 20.706 24,868 24.393 
Unit& Kingdom : 

Bank of England . . . 2,696* l.lti2t 1 1. 1 1 1 1 1 1 1 
Exchange Equalhation 

aold . . 
Gold Md u.s.' $ 

F m o e  . . . . . .  
Switzerland . . . .  
W e  . . . .  . . 
Union of South Africa . . 
Arptina . . . .  
Balghs . . . . . .  . . 
Brazil . . . .  
Mexico . . . .  . . 

. . . . .  Xetherlanda 
Rumania i .  . .  
Sweden . . . .  . . 
Twbp . . . . . .  



the Gold Certificate Syalam adopted by Colombia and Peru (under which dwntuihi: 
~)rodncers delivering gold to tho Contra1 R ~ n k  received t.raiisferable ccrtificatcs, 
which might he eold for an amount of locnl r:umncy which would givc n prcminn~ 
above the parity price of $35 per finc ouncc) and dcaidcd to tnlrc np tha matter 
with tlreee countries ltrt.er when the question of thc cvcntilal rcniori~d of multiple 
clirrcncy practices would come lip for discnsnione. 

Table 9 ~hows tllc chengoa in thc monotmy stocks of gold with. thr1 Csntral 
B a r ~ b  and Cmvernmenta of ccrtein countrice. In tho Unitad Statcs tllc upwnrd 
trend in gold shake noticed uince thc and of tho war continued during 1948.t.h~ 
total stocks rising by $1,530 million to a record levcl of $24,398 millioll at thc 
end of T)ccemhor 1848 aa oompared with the previoulr peak of $22,868 million 
reached in 1947. Thc poco of inorome, howovor, slowed down, yart~icululy i l l  tho 
latter half of the year, owing mainly t,o thc growing volumo 01 U.S. nid under tho 
Europoan Recovery Programme nnd to thc u~ic!ccsrrfiil cfforts of n numl~nr of 
comltrics in cultixig down their piirch~en of IJ.S. gods. Gold holdings of Iklgii~rn 
and Switzerlarid a180 showed urnall inorewes dari11.g the year. 

Am01 r countriee whoee gold stocku daclincd, thc most notablo was tho L'nion 
of L u t h  ari iu,  whose holding8 m o r d d  in 194.8 a nct dertinc D? $570 hllllm, fmm 

' $702 million to S j  83 million. Thie wtle ettrihuted mainly t-o tho dottarinratio~r in t,hc 
country's balsncc of payments position, arieir~g from unfavourable termn of trade 
with other coimtrice and heavy imports of capitltl goob, eapecislly for expansion 
and development of the gold mining industry. In  line with the nc.t,ion takon in 
January 1948 to check re-export, ageinat pnylncnt in atcrling, of goods which tlic 
country had paid for in gold, the I X o n  Government ~doptcd a rentrictive import 
policy in February and March 1W9 no an to rhrrk fitrthar rleplction cf t hc: COII J I~PY 'H  

gold reaarvm. 

The Argentirle Govornrnent holdingn of gold a l ~ o  fell ahnrply drrri11;4 t.l~c? year 
and, with a .view,to mwt.ing the ~ituation, that Goventrnmhww r n p r t d  to  have - - 

~ R R U C ~  an Order in November 1948 calling for e declarntion of , ~ ! l  ~ o l i l  ho!clinge 
above 100 grammcu excepting rrtauufaclurc~d gold; the Orrlor aho eorrpht to hring 
gold transaction8 within tho purviow of tunti-epecultrtion luwn no an to nlnlir i L  
penal for any person to dcal in gold a t  priocs above thom Excd by t11c Ccritr~I 
Bank. Other countries ehowing declinen in gold etocke inclrrdcd .Rmzil, the 
Netherlands and Sweden. 

Znduatricrl und Monetary 11~nurnd.--The following '~nblc qivcs thc figures 
from 1941 onwar& of the eatimrrted net consumption of gold ill indi~~trial   art^, 
thc nct private al~~orption of gold by India and other Middle and Far Enfitern 
countria and t h q ~ w t i t y  wv Jbble for monekry ueeo --, ..A,-.- . 

TABLE 10.. GOLD GONSUMPTIOW AND DISTRIBUTION 

B4~ultin mrId rbck of 
md a t  end M year 073.8 1,001.6 1,036.1 1,011.8 1,055.8 1,069.7 1.053.4 1,005.9 

Unloo Gomratlon M t e d ,  Annual llnwrt [or IMP. 



'L'he wol.ld's i r ~ d ~ ~ ~ t r i i l l  d.e~nnnd for gold shtlwcd ;c flirt he~. r.xpnlluic)n dsnn:: 
I!+lR, ttu. total i ~ i n g  entimated higher a t  9 rnillinn fine ounncN, rep~rdrrltinp art 
illc.rt.clsc* (11' 8.4 pcr cent ovnr 1047. fiiveta rlct nh~orp~io~l  l ~ y  tthc Mitf(!lentld Yllr 
b:a.qlcr~l coullt,rias increa~vd hy ahont one millicln crrrancq to 2.7 ~nillicln ollllc.c.n 
'1'11~ hr~lnnc~a rtvri1ttl)lo for moiietary ilsa during 1434H \VIM thus lowcr a t  12.5 
milliol, oiinccn t l w  ttgni~uct 13.7 nlillinlh Olrnc'eR 51 1'367. 

Prkc Tre?iri.v.--'l'hn Unit.ed Stsbx l'rc:n.~ury 11ric:e of gold rcrt~si~~ecj ancbai~gc!d 
n.t $35 p(+r f i t l i b  o1lnc.o. Thc T,ondon Trea~ury pricc: of golrl a.lno c!c.~r~tini~cd iinohanged 
nt E8-12-3. 1x1 tlhc C'nited Kingdam, sales of prnoe~.~lpt!cl gold rmndcr the 
Government cxport mrhemc?, wlliolr hnd bcm ilrtrnd~~cnd crt 1t1c cnd of 1945, were 
almoet wholly ~ h p p e d  clrrly in the yen.r, arid sii~ae then it hau l~eeir the policy of 
t.hc lincnainji authnritic~ to grant: export licenoen otl a. v.cr.v ~mt,ric:kd. wn.le. A8 M. 

~ P S I I  It of rentrir!t,ior~s in the 11. K. and the IJnited St,~~t.en~ in t:ol~fi)rrnit:y with 
the In t.cnl~.Liona.l ?tTonetary 11'11nd's directive of 18th .TIIIIC. 1047 tn di~r.r)ur~b,ji~ 
RXJCH of gold at premium prices, thc 111iIk of thc wnrld'~ gold h~rsincns in reported 
t.o hsvo flowed throaph obhar C C I I ~ R  tvhoro tho rcg~~lationn wc.rc l t w ~  rigid. . , 

Merltiorr wns msdo in t.he laat ycar'n jt(>l)ort of the re-r~tal~lishn~c~ili 11y fmnir. 
of tile c c~ritil~cllt~al count#n'cs, w.g.. l h n a e  and Italg, of i r ~ t c r ~ ~ d  frcc? triirtin~ in gojd. 
I)uri~lg 1!)48-49 Rome obller cnimt.rien also cetohlinheci wllnh frw ~ri)!.rltcta. kcor 
examplo, the Govornme~~t of Trench Rforonno rrdopted Icginlat,ion in Knpbenbht.r 
11)48, romnving  restriction^ on t r ~ n e s o t i o ~ ~  in gold ooin rmnd holl ic~~~. TII t.hc wtnc 
month, t-hr 1"irmi~h C:overnment. a.leo ismled H. X)ccmc, perlnitting internal froa 
f8reding irk gold nnd ailver. .~'ropofi~ls wcm reported to hc r~ndcr nfiy for t.hc 
c~~ttlbli~l~mont of internal frat! markctrr in Tltnis and Alyirirn. 

Prorllrrtinn. a d  h"j'cX.R of Silrar..- -The l'ollnwing 'l'ahlu givcs figllwn 11f nst,in~;rted 
~~r~ l i io t io l l  of' wilvi*r it1 thc rntbjor ~lrcd~v:irig c.o~~ab.iw clurir~g bho :r;a~?j 1'339 and 
1941--1.8. 

TABLE 11. WORLD SILVER PRODUCTION 
(111 111111it11tr. a11 1111~ s b t l u ~ . ~ I  

I'mt~1111!1c 
imrrmrc ( I ) 

( ' < ~ t t u I r i r h  19:lo lv.11 l9r.J l9l:l 1944 ! I  Iu4li I:IJ? Jlb4S or 
rln~easr ( .) 

o v r  194 7 
I l>l l , ,*l  >l  .,l,.s , s f  \,ll,.l b.:, ; 8 I 5.1.5 , 8 1 . >  :;I.!) 26.2 21 .; :hi. I !l?,l) 2.5 
I . . . . . . . . 1)I .:I TR.4 80.7 , 71.2 ti3.11 61. 1 .IS.:< 4!1,2 .l6.lt .-- h . S  
( ! ~ ~ I I I I ~ : L  24.2 22.0 J2.U lS.2 11.7 13.3 I : .  18.6 1 l l . U  ; 18.c 
Otht-r ( ' * ~ V ; ; ~ I I  311;; NIXIII.~, '  ;inlorI- 

I ' ~ ~ n r l  , . . . . . 80. \I 12 .,J ln.11. 1.5. I 25.n ;lt).3 li . l 2:i.11 2A.11 - 4.3 
Tnlu .. . . .. . u 1 . 8  1 7  I .  1 . 4  3 . 7  1 1  1 : .  1 . 0  - 0 . 7  
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r l  I tlr, rt:raovrvy ~kotitsd i r i  world 8ilvt.r oroductio~~ during 1947 s(*t:~t~cd to hare 

H ~ ) ( . I I ~  its f11rnc in 1848, tlrc lat,al cut.imattxi out ,p~~t  01 thc West-er~~ Hr-minphrrr 
nllr,wi~~p i b  ~ y ~ n i n n l  cleclinc? of' 0.8 million o o n m  from I21 .8 tnilGo~r o ~ t ~ ~ c ~ s  to 
121 -0 n ~ i l l i o ~ ~  otu~cws. 'rhc dcoline wcLe lua& up of ~wnl l  inc~l.euwn i l l  t.11~ n~it~)rrl~ of 
Cirtledn iu~d thc 1T1lited 8t.al.e~ of 2.5 rrlilliorl ouncm uxld 0 .0  millin11 ouJirea 
rcn~wct.ivcly, which were wore than offuet hy deolinc*j in taha rent of t-he Ifcrrrispirew. 

AH mg~rds tho I7.S. Yrt~i~sury ntocbkn of H ~ ~ V O I - ,  tmhe rising tc~r~dency not4it.ic.ed 
i l l  t.he~t\ from 1!)4R, xftar tltrw, ycnm of ew:wc.wdve tleclinc?, rontillued during 
l ! W ,  ttrc total held, including cdnn in c.in:alntai~, r r h o ~ i ~ ~ g  n f&Lor_ incmwe - 
111' 37 ,nillion oiuice~ from 9,748 millio~~ to  2,783 rnilliol~ o~~nccrti. Tho irlcrsaee 
wan dao priilcip:tlly t o  t3hc p~trnhiwo wl&r thc Apt of 3 l ~ t  July, l!)4(3 of donleatic 
silver nt '30;  cent,^ per linc a1nc.w. ['~lder t.ho snme Act, (I sniibll cluautity of H liltlo 
over 1,000 oumes from the Trestlary's 8tocks w~ di~posed of during 1948 at 
91 I : V I I ~ K  per 611e ounce. 



'I'he tnl.al of  Ir~ld-lewo u11vc.r ~~lltd5f~111f~lll~ RH o r 1  :ilst 1)econlher. 1!148 remained 
virtually ~wcl~anged at  410.6 rnillio~~ oanuw, thcrr having hrou 110 retrlnl against 
lcrd-lesuo in the d,scnoe so tor of a decla.mtion by the l'reuidmt rrf t.he 1'11itetl 
Stntce rcgrrrding the official tmmir~tltiun of the amergency. 

1 ndz~lriu4 anrl 
of nilver conoi~mcd 
1948. 

Rfon&crpy Dertmnrl.--'L'hn f.i,~llowing 'ri~hle gives t.h*l ritl;l.)~f.it~y 
in art-e nlrd ill~ll~utry ill tlomc principal c:orritf.rira fi*ot~l 1 9 4  to 

I ' t ! r r r t ~ P ~ q e  
itlcrrar-qr, ( .i I 

1944 1945 . I ! ) l f %  1917 l!Iwi lJr 

4,  r.rr,r.sr !. - . I  
[ w r r  l ' J / l  

l'nitcxl &tat.-; 01' tlnlrtnva . . I . ? .  f . 1  1 - -  I ( H l . f i .  =:.. I lO.-O.i--=.i-. 10.0 

'I'lrr tla)wri-lrorlcl ill the world'e iruluut~rial cieniiclicl for tiilver ~li~ticed li-iltl~ 
I!)-Ui, ;tpln.,rl-ed to hnvc 1)tr.n reverucd during I!).lHl the hhil cntirnativi ~cjusl~rnptio~t 

i l l  ]!)is ri~ing'by '  8 ltlilliol~ u1ulr:cs frbln 121 .S nrillio~l oimceu ill Lt347'to '189 .:3 
tnillior~ c)lotncfi, :lrr co~t~prtrrci with t l ~ e  penlr level of 176.5 niillior~ clurlcecrs it1 18/15. 
'l'he ir~clr~irrc war; irccou~lted for by the lhlikd St1~ti.s and C;crr;~da, \r.hilc: the I111ibfl 
Kingdon1 iutd Mcxiuo d~owcd rk cleclinc. 

At3 rngt~.ntu tJ~c nlo~letary ciem~u~tl f i ~ r  silver, hlexiccb, ~~tl t ier  t.hc r:niua~c> 
Iwc~gmnlme i~liti:itotl ill Het?ptemlor 1947, oo~iur~~uod in I WY I ~ R  1t111(:h Hn 28.4 millioi~ 
otlrlcer! H.H tcp~inut 18.3 rtrillion otlrtces ill 1!#47, t1111s brir~gii~g t.lrt! t.ot.nl :crnclu~ll 
uons~~mod n1lrle.r the progrctmmc up t-o the e ~ l d  of 1948 to 48.7 milli..bu ollrlcun i1.6 

n.ga.inat thr  origindly contc~tlpl i t~d limit of 25 million olmces. 

Othcr colmbiee which wont reported tu h ~ v c  p ~ ~ ~ c l ~ ~ ' ~ i l v e r f  or.-snir\egr - - .. . 

I I I ~ ~ I I O R ~ R  i~icluded (I) Ti~rk'kcy which wc!eivud about 1 .24 millior~ ounc!cu of ~ i l v e r  
Icing t h e  bdn.11ce of the order for 2.74 n~illion orrncetl negoGint.cd in Lollclorl in  
1)ecember 1947, (2) ('111):t whic*lr purchascri 3 111illic~n orrnrcfi* t.hro11gh dircct 
~,egot.irct.io~is with t h e  3Icxicnn Ci ovcntmci~t, (3) 8o11di Artr.l)ia which w ~ n  r~pcirtcrl 
to liavtt pnrc:lrnei.d ;~hor~t 3.0 n~illiolt ovnPcR i111d (4) S\ve(ic11 with :it1 t!st.itnatrrl 
p~rre!ht~.~c of I lnilliclll OllllCaH. China w t ~  also reported tmo l ~ c  ~~c:gc~t.ii.il.i~lg wit8h 1 . h ~  
Ui~x~k of Mcairo for part-l~neo of 16 million orrnr:cs of silver fbr roin:bgc ~ ~ ~ ~ r p o s c ~ .  

The pogrnlllrne of den~o~letizclbiun ot' ~i1vc.r in gcnericl I ~ I H ~ C :  little I)rOKtTRH 
drlriug 1948. In Britain, it wcr~ foand neaelmary to rrleet toll~porary r~btrrtagr~ by -. rcairr:i~lding wrne.-ailvcr coins withcirttw~l urrrlier. ,- . =.@= B I * i -,&. - - -. 

Price Trend#.-The post-war isoletion of the u i l~er  watkctx nf t.he world 
co~itjllucd during 1948, cieupitc ~ignu of a, general recovery in world conditions and 
of an casing of dollar akorbge as R result of pitnte and IOILI~S by the United Stntes 
rindm the Enropean Reoovcry Programme. Yzuchtlees in Ncw York by foreign 

- -. . . . . . - - . . - - - - - - - - -, . . - . . - - - - - - . . . . - * 
T11iu w m  in miditinn to 1 .4 million oilucoe pumllased fmlu the U. S. A. rii~ritlg tllc L~ISL 

eleven months of 1948. 



hliyeru were lirnitcd by exchange restriotiow while foreign uellers willing to accept0 
sterling diayosod of considerable qi~antitice in London, being attractmi by tha 
higher priccs prevailing there. Price movcmcnta wetc influenced by cerkin 
u~eaeurcs affecting eilver, adoptcd by eomc countrice, for example, tohc deohion of 
Ihe Jlcxicnn Govctnment to ncceleratc its coinage programme and also the 
impasition by that Governtuont on 26th .4i~guat of R duty of I K pcr cent cd vnlorcm 
on all exports inoludirlp; eilvct. 

The tnrcrkct for foroign uilvcr jn the Uaiticd States cvinaed u n  o ~ ~ a n ~ r a l  degree 
of price ~ltt~bility d11ri11g the year under review. The quotation rcmained unahnngcd 
at the prcccding yenr's dou i~~g  lcvel of 749 cents up to the middle of Augu~t,  when 
a dcclhe in demand nccountcd for o shnrp drop to  72% ccnts 011 13th Augu~t. 
Rut the tmud was soon revcreed with n re7ivd in demand and U s ,  couplcd with 
the announcement mentioned abuvc, an 26th AupieL by t b M e x i m  fdvornment 
to h:we a11 oxpanded pmgrtmme of coi~uigc reeulled in a e urt in pricce which 
aonth,ued up to nth October whcn the year'n highest of 77f cents was reached. 
The high lcvels attracted subatont.ia1 euppliw, whilc there was also n, seasonal 
declinc in the industrinl demand siuce the closo of Octohr. I n  thc mclult, t,he 
q~tot~crtion was uiarkd dowu lllm0~t contjnuuusly n~lt i l  i t  t.ouched the ycnr'e 
lowent nt 70 rer~t~s nn 2nth Kovember. Thc?retdtcr, the markct fluduotcd willdn a 
nil.rrnw ritngc, closing or1 3 l s t  Mwdi, I949 at  71.4 cents. 

Tho 1,ondon silver market oonti~umd to  fuuction in four diwtinct cetegorios 
undm eaentinlly tbo same mtr id io~ ls  an described in the I& euJe  Report, cxcept 
that the pnting of export licences wau mom ~trict ly contml f ed in meFt~ direct 
~hipmmte to t h o ~ e  co~lntricu making paymont in the more dtbnimd cnrrencies. 

The official price in London wnn for the mmt part btreed mainly on the Lrentln 
in the Ncw Vork market. Thus, followi~lg the declinc in thc price in New York on 
13th Augnst, the London price for silvcr--both spot and forward-was lowcrcd, 
for thc fimt time since November 1947, to  44d. on 16th Allgust, 1948. Thc rate 
flncti~ated betwecn 44d. and 47d. up to 29th Novembcr, declining t o  42@. on 
30th Novembcr a t  which level i t  rcmai~led up to 11th EEt!br~lary, 1949. The 
quotation moved up to 43lf1. on 16th Yebruclry bnd continued to  remain a t  that 
level for tho re&.of tho year. . - -. . --. .a.; - z --.A 

^ - ._-I 

9. INTER#ATIONAL TRADE AND BALANCE OF PAYMENTS 

World tmde in 1948 rcoorded an improvement in certain wgiona but, taken 
an a whole, there doc8 not e pear to have taken place an cxp~nsjon 
in it8 volumc an comparrd to 1947. $acd  with large doficita iu their h u d  cume~ncy 
accounts, scveral countries sought to restrict to the minimum their purchases from 
the U n i t 4  States rend Conada and to ~ h i f t  their demand to amae whme currcnciue 
wero rclntively less naarce. At the same time the dettire to avoid large fttvorirable 
b Janoa in ;OQ?~vertible c u ~ n c i a  I& tp mtmy ? @ q & p ? s t " , w h i p h  aimed 
a t  balanoing trade betwccn prrire of aonntries rather tkSon a maxunremp; thgtbtal' 

- . - 

kmover. While these policim generally proved effective in meeting the balance 
of p8ymcnte rlifficultics of i~~dividilal uountries and chocking the drain on their 
gold and fnreiba exchange reserves, their overall cffect eppaam to have boen to 
reduce the volurne of internations1 trade. Any inmesee in ite valuc over 1947 is, 
therefore, to be attributed largely to the riee in world pricea. Though world 
produd ion in 1948 nurya.sscd its prc-wnr level by about 20 per vent, world 
exports had climbed, at thc end of the year, to  jusl within 2 per ccnt of the 
1937 volulnc nnd, if American exports are left out of account, were only 



fr~ur-fifths of l.1~0 pre-war. 'l'hie wae maidy the effect of the nhifts in roductive 2 capibcity brought about by tire war ae between .tho Western emisphero 
a ~ l d  1,hc rest ol tho world. But the atag~lation h t r d o  h a  adso to  bo cxplaiued 
in termu of thc acvcro docliac in tho oxchnngc rcsorvcs of scvcrnl countries which 
occurrcd during 1947, tho rcstrictcd volumo of tho intcrnntionel flow of capital 
reunlt.ing from economic. uilccrtdntica and polit,ical ton~ion ~ l d  t he  inflationary 
prewlnre in inally countries. 

In thc ycar undor rovicw, countria outside the Unitd Statcs scc~u to havc 
raiwd tltc valilc of thcir total cxporte by about $G billion ; but only a qunrtrr of 
this went to the U~lited States. Thus the incrcaso in their exports to one another 
was ~rlluch larger than the illcrease in w h ~ t  they eold to  the 'IJniM State!. 'l'hie 
risi~ig trend in the value of trade outaide the United Sk-Jho h lazgely o 

P "k retlection of thc highor p r i c e i s  perhap elso eviderrce of the artia rccovcry in 
ir~duetrirtl and agrio~~ltural productio~~. Efforte a t  roiaing tho vo umc md va1110 of 
export8 from these co~lntrim wero Ijlcoly to havc becn nidcd by mcasures of ci~rrency 
ruarlipdation. Frul~ce and Mexico, for instance, allowed prut of their foreign 
cxchuuge recoiptt, t o  he de;rlt with on the free markete, while ~cveribl Latin 
h.mcricml;rl countries pemiet,d in their multiple currency prtlc+icee wliich rneant, 
in thc lavt annlytjirl, partial e~id/or  elective depreciation of their c~urcrlcies. 

The inauguration of thc Ruropcan Rccovcry Programme was an event of 
outstandiilg significance in that i t  not only prevented a severe contraction of world 
trade in 1948, but iridictrbd tho reltdineee of the United 8 t a h  tv wsiet the 
countriw of Wc6hr11 Europe for tl four-yoax period on. cidndition thtit t.hcy 
rehabilitated their economics through mutual aid and sclf-hclp and brought nbout 
the structural ndjnstmeuts callcd for by thc changcd oondition~ of the post-war 
world. Another fwati~re of impcrtance for world trnde, from the long-term point 
of view, wit8 the provisionnl application hy 22 countriw of u range of tariff 
oozlccssior~e, negotiated in (:enttvti in 1947, though the immeciitttc reeulte of this 
ntep wcrc not appreciuBle in the year urrder review owing to  the cor~tir~uance of 
t-rack and exchange cont.rols. 

The eEecte of the world-wide ~ t r i c t i o n s  on trade and exchange m8-n-c* the 
hard CllRc~iCy couxltries are uletrrly reflected in the internationel acoonnt-8 of the 
United S t a h  which ~howoci a deoline in the exws*fif o*WKprta of 
goods and services (exclnding unilaferal tmnefer~) from $1 1,278 million in 1947 
to  $6,335 million in 1948. That this derline was the result of rednced pilrchnses 
in the  Uuited States by the reet of the world trrr well rte of increased =leu to the 
lhlited Staks ie diuclosed by Inhe fact that, while the value of U.S. export8 wet, 
lower by aboiit 18 por cout, the value of its isr~porb was 23 per cent higher than 
in 1947. On acconnt of tho risc in the export pricce of the U~litcd #take nrld tho 
larger rim in tho import prices, thoso movcmcnts jn values do not ~dequately 
rellect the changes in the q ~ ~ a n t i t i c ~  of exports and imporh. Thc fall in tho volumc 
of exportwar, as large 1 1 ~  23 per cent while the increme in the volume of imports 
wns only 13 per eat. The reduction of purohases WM facilitated h the progress 
of. wonamic recovery abroad which ltmmetl thrr .~d*&ncm L &t%f -the . . 
world oil t,hc Uni td  Stat-cs for such yrodur-ts as Zuol, foodstuIFs and I I I ~ I ~ L L -  

factt~re~. On the. uide of importe, fhc progrnmmc of tho I;.$. Govcnln~cnL 
for slockyiling ~trategic raw  material^ appears to have madc an importnnt 
oontributiou Go their rising level as ie suggested by the fact that over R quarter of 
thc increase in their value during the year wae accounted for By highm p~~rchasee 
of petrolcum products and nun-fmoue oree tmnd metals. The decline by about 
one-half in thc not foreign dollar requirements for transportation also helped to 
produce, for the first timo since the end of the wtw, a rlegetive balance on accou~lt. 
of errvice trarlsnctions excluding interest, profits and dividcnris. 



The trend which hos been noticed since the end of tho war for an  h c m u ~ g  
sirnre of thc U.S. t r d c  to  be with thc retrt of the Weute1.n Hemisphere wnq 
lilrt,her i r ~  c:videncc! in 1948. The uherc of Europe, sw a marhut for U.8. exportH 
declirld from an average of 42 per cent in 1936-38 to 35 per cent in 1948, while 
tl~slt of the other countrim of the Weetern Homispherc mtle over tire same period 
horn 34 to  42 per cent. Similarly, the ehare of thc latter ns e source for U.S. 
irnyort.~ roee h m  37 per cent before tho war to 58 per cent ilk 1948 and tkc 
conrsponilinlr; sharc of Europe dcclined from about 29 per ce11t to 16 per ce~lt. 
I 1  1 hc countrioa of the Near Raut supplied a larger share a t  7.4 per cent of 17.8. 
i i i~p~rtu  ccm~ycrrecl with :i.3 p r  cent before the war, wlule ouly 19 p r  cent of 

. - . U.S. iuqol$~,u#u~q f ~ q m  the .Far, pesbqbioh bofore, tho war: eu pli+ obout 30 per 
rselrt uf there imports. Though the* '%inib;ei of 'dii$%'k~d#'fkE&~"8-%llidt~--c-- =- . . 
eurplns with the United Staten roee from 4 in 1947 to  22 in 1948, among tho 
continents, only tlustralizl (including New Xealalrd) ~ u c e d e r l  ill tunling the 
prmioua jt:ar'& dcficit illto a tllcrph~s. 

C)i the total exports of gooh aud uervi~ea of $16,826 nrillion h 1948, iulportn 
whick stood st $10,491 millio~i lkelped to b n c e  &bout 62.5 p r  celrt as against s 
correspontling sllnra of 42.9 per c a t  ill 1947. The proportior1 of exportn paid for 
1iy uicl frno~ the 11.8. (:ovcrrrnle~lt mw from 9 .Z  per aent in 1947 to 25. ti per 
t r t l ~ ,  rnai~tly 011 U C G ~ U I I L  01 the $1,867  nill lion provided uttder the 1S141' wllic.11 
1 x i r ; 4  tho tofu1 aid ~ c ~ d o r  tlua he@ to  over t ~ j c t r  t& grevious errr'a levcl. 
Ihrtbig~r It?irdiug by Wiu IT.&. Onvor~~mcnt, on thedhcr . b a i i i l , d d ! i l  steeply 
il.c)rn $3,!)0J miilio~~ i ~ b  1947 Lo $427 milliou in 1948 and the dollar dirrhuraenrents 
of thc JMlc and IBRD were J s o  lower by rnore than one hdf. Private rernittancerc 
aud oi~ttlow of private cctyitol were only elightly larger than in thc previou~ year. 
The reclucod level of tb net external surplus and the larger ulrsrc of Coverilrucllt 
aid is filiaucing it helped lower the rote of liquidation of gold w d  dollar arcsets of 
the redl of the world from the 1947 level of $4,513 ruillioli to $861 millim~. This 
improve~uellt iu the dollar position of the rest of the world ie likely to  continur. ill 
1!149 w h e ~ i  tlre U.S. Uovern~naltt aid to forcigr) coirr~tries will be larger than in 
1948 Ly nhout $!?,(W)O millio~~. 

... . - _  -*=- r- o.+. = 
b .- 

Rven among coaatriew helonging to the hart1 utum~lcy group, cxoherlge 
rlitticultias diiriiy t,he year necessit~~ttd some mstrictio~~s on trttdc. Thitl is reflected 
in the balance of paymcnta of Cn~~wla  for 1948. Before the war Ctt~~ada l~ecd to 
bn1aur.c:  it^ intcmnational account8 by uuuig ite eurylun with tha cowrlries ol' 
Western Nurope to finance the deficit with the United Statetl. But when tllc 
currcnciw of these co~intrice beoa~ne i~rcanvertible illto dollam thie kind of 
adjuntnlenl, wns rendered i~lp~18~iblc  tud the result w&e a eerious deterioration in 
ile paynlenta position with the U~iited Staten, Icadiug to a large dmin on itn 
gold and U.S. dollar reservce during 1947, Several luetleures wero, therefore, taken 
i a  November 1047 to reduce its oxpe~~diture of U.S. d o l h ~ s  mid to i n c r e ~ e  its 
cunlings of ths t  currency. Them rnemuwa provah 
the Ullited Pitatcs was reduced from $1,235 million in 
'I'hie deficit was moro t h m  met by the off-ahore pi~rohasee of nearly $1100 milliolt 
which were made ill Canada ilnder the ERP. Tho reduotion in the deticit with the 
United States was aocomyanied by a decline of $347 million from the 1947 level 
in C a d ' s  favourable balance with the mt of the world, ita rcr:eipts in thie sector 
having fallen from $2,036 million tu $1,899 million and ita payment8 having risen 
t i o m  $81 f i  niillion to $1,026 ~llillion. These dcveloymentn rosultecl partly from the 
tact that the lower v d u n ~ e  uf export c r d t u  granted by Canada in 1948 made it. 
rnore necessary for forcign countries to restriot importu from Ccn~ada deepite the 
olT-yhore 1)urchase~ that could be rriade with the fun& received from the Rcooo~i~ic 
C'o-operation Aitmiaist,rnticwr. '1'1~1 fa11 in tohe c!o~try'&vyp~~~~~1ano~ with _ _ - -. . - - * -  - - -  
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tho rent of tho world was also on account of the concerted and many-sided effort8 
of Ouadx t o  shift sales to and purchaees away from the United States. 

Europ~:'s iatornatiollal accounts ~eg i s t c rd  a mnrked improvement in IWH. 
Accontirig t o  1)1vAiniinrrry estimeta, its deficit on currcnl wcouut, WOLI m d ~ l c ~ l  
from $7 .A billion iu. 1947 to  96.0 hillion in 1048. A muoh larger increase i l l  

cxporl~ thau in irnporls a ~ l d  a rirrtl ill inconle from shipping m l n  t o  accourlt I'vI- 
this sub~tautial improverne~~t wbc.1~ hw taken the nhy~r: mainly of n retlucccl 
(Ieficit on currel~t account with the 'LTrlited States. In 1947, grants and loe.1~9 
l l l d t ,  ;rvl~ilable 11y f 11e U.S. Govornrueut (which aniourlted to $6.4 l)illio~a), 
logether with 1i.uroye'a own do1Jar l l ~ ~ ~ o u m s  sod t b 8 . W .  b$ #+.OF and. .. 
t#ht? I'BHJ), balycd f i r ~ a ~ ~ c e  its deficit of $96.7 billion wi(; Y UnM- ' sten ltrl 
well am the dollar paymeltts for purc!h;)nes outaido thcunitcd Statem. Though 
yiiymt?~\Ln of the latter kind contirlud on a subatmtid ncale in 1038 and the 
grants and creditm of the U.B. Government were lower a t  $4.4 billion, Kutol)n 
did 11ot neud to makc much use of' its own gold aud dollar w o u r ~ e s  ill view 01. 
tlm wduceci ~ b c  of it-w deficit, witn]& tho United Slules on curmrlt uccouat which 
s~ood u1 $3.6 billioli. 

l'hc! gcnc!rsl uooilomic rccovcry c)f Europe, of which the above tiguras givv 
sortre evidnr~rn, WRX greatly sasistcd in tho case of the cou~~tr i t s  of Welltern Enrolte 
I#y the aid j~rovided 111l(it?r th.e .ERP. T h m  count.ries weru able to  reduce ttller 
ovc~-rrll trade cic:ti~jt from $6.2 billion ill 1847 t o  $5.0 billiou in I948 :bad 
their trbde deficit with tho Unittxi Sttltee from $0.8 billiou. to $3.2 billio~l i l l  

1948. An ebbomte machincry has beell brought illto existence to co-ordinate t h o  
pc~liciee wjd progranlruw of the coulitrioe part icipthg in the EHY. The cou~bitwd 
uational yrogrammtw wlilounmd by the Orgauiwtiou for European E c o ~ ~ o ~ n i c  
C:o-operataion (OHRC) ill J a~ iu t~ry  1949, estimate the dollar dcfiait d t l r ew cor~~ltrie* 
t80 bc abc~ut $4.7 billio~l in 1949-50 tw qpinst $4.9 billio11 in 1948-49. 

While thsrc wlts some encows in the collective effvrb of Chew cou~ltries to 
reduce their c x k r ~ ~ u l  dd-icitn, their attempts a t  expanding i~ih-European trade 
drcl not oo11le 111s to  cxpc~:Latio~~ ; the voluine c ~ f  ~ u c h  t r d c  i l l  1848, though higlrer 
that1 iu. 1947 tby 2G pyor uunt waa rrtiU only 70 per mnt of it@.-pro-m. level. Tlro 
ahsc:~ic.o d Inom i-ardd lrrogmm in tLitr sector wan due partly t o  rcntrictiotw OII 

i ~ n  ports of ~lu~~-esoentiul gods ,  the high lovela of export prices m d t i n g  from heavy 
produc~ioll c:ouLrc u.ud illflation, and the faihtre of Gormnny (Bhxle) to  buy more fro111 
11 H 11eigI~b011m ~LH  it.^ rtvovcry 11)rogre~nw.l ~ ~ n d  total trade m from 1-s then f 1,000 
r~~il l iol~ i r ~  1947 to  over 82,000 ~nillio~i in 1st). Though the lin&~lcial bottlonccks wcre 
to Nonlo uxhnt mned by thr inetitutiou of the Intra-European Poymcnta Schcma, 
which cnnir illto opmt io r~  in 01:toLcr 1948, the ax port^ of several hard currellcy 
c*ou~~tricn Xuroye Iiko S~vitztlrland, Belgium a i d  Portugal have been hnndicnpped 
by the i~tability of foreibm countries to buy thoir product (nld nece8uitnted the 
making of lilatorbl n r r a n g e e t s  in several oaseu to poruott, yurchawtr from one 
auothm. The axyorionc* of Swikttrland. was perheps.unique iwthuf, Lad-ith-s 
large influx of gold and U.S. do l lm from tra~wnctions of a capitul nature, the 
Swiss aubl~oritios were forced to  rcstrict their convertibility illto local curruJhcy st 
the official oxchw~lge rate 811(1 foeter n fwo muket  where dollam would be exchullgetl 
e t  s lw~l favourable rate. 

Con~rliercs between We~tcrn find Eneteru. Europe gained in in~yortance, on 
acconnt of the dolltlr-aaviug programmce of these countrim and the efforts of tlie 
1:uitcd N~l.iot~n Xco~lorriic (:ommiwion for Eunbpe (WE). %'he ~:o~~rhxsion of 
Li lateral agrc.cn1011t.e between pairn of thew c!oul~trie8 ' lrelpad to  i ~lcrewe 
the trunlc? 1)eLw~~:n the two regior~ (excludi~~g G C ~ ~ I I ~ I I ~  a ~ l d  Austria) f roa~ 
40 per cent of i t p  prc-war lcvd iu 1,947. to  (i3 perm~bt. M L  Ly#l,i& 1948. 
A survey deding wit,l~ thi? p~*ollenrn of European kkonon~ic C'tcoperutiun, 



pullislled by the ECE ~t the end of Augul~t 1'348, descriknd tho main problcm 
oi' the wcsi~cnl group ol  countries, with heir highly developed industries, 
11s being lolie dclir:it in their balance of payments, pcuticulerly with the 
dollar trrca ; on tlie othcr hand, the mnin problem of the eastern group, still in 
the pmCCR8 of industrial development, i t  observed, was that of achieving rapid 
induetrialieotiou. 'I'he survey wcut on to point out that tho twin objectives of a 
reduccd dependence on overseas supplies for food and raw materials nnd the 
optirnlln~ devcloprrrent of Euro n resources could bent ,f achievcd by a further 
axymahrr of trade lcbat~veev t k r u  and Westcrn Burope. IIowcver, while the 
uccd for thc eeschicrqc of prilnnry products axld industriel equipmalt bctween the 
two halvca of Europe gai~lcd incredng recoguition, tho trend in the direction of 
trade of the countries of Eastern Europe towards tho U.S.S.R. and towards one 
another, which hegall to be r~oticed last year, gathered further momonturn in 
iYQ8. A Council for Nlitual Economic; Aid on tho model of the OERC, was formed 
on 25th Jnnaary, 1049, By t h c ~ e  eoimtrie~ for the purpose of epeeding up their 
rccon~truction development through thc exchange of economic experience 
cntd tech~lical aid nncl nyeedim delivcrics of raw materials, foocistuffe and industrial 
~(uipmcnt.  The scriee of trade agreements concluded during the yoer provides 
for a considerable exyrrndon of mmmeroid relatione among these oountriea, thc 
contcmplabd cxpanaion it1 1940 of the tredc of Bulgaria, 0-echoelovakia, Huw&ry, 
Poland nad numania with the U.S.8.H. being 58 pcr cent over 1948. 

'I'hc l)ivli~uinnq- estininteli of the ljnitcd Kingdom'e balance of psymentn 
fi,r 1948 ure an inntancct of thu ~uccewfd p u m i t  of the ncw objectivee of tradc! 
policy in Western Europe. The unftwourable trade balance of the country was 
rec111ced from $441 million in 1947 to I2218 lnillion in 1948, while the previous 
y . ' s  deficit ou ecrvice ihms of X180 Inillion w m  turned into a surplut, of £98 
milhon, tliuu cutting do%% the total deficit ou current account from $030 million 
to El20 millioll. The lowcr trade deficit was the result of au increase of about 
41 par ccnt in thc value of exports ( w h m  volume J s o  rose to 138 r cent of the %" I9:IH lcvcl from 100 per cent of that level in 1947), which more t an ofrsct, the 
rise in the value of irul~ort~s over the previous year, and thc improvement in the 
ir~vi~ihle sector wee due t o  a reduction in Government expenditure abroad and 
i~rc:masu in nu~cellancou~ rccaiptn (includ~ug non-recurrollt i t c m ~  likc the £45 
nlillior~ rcc:cived froin India in Augud 1948) togcther with increased earniryts from 
travel and nlripping. 

As regards the rcgio~lal distributio~l of the deficits aud ~urpluscs of the United 
Kil~gdoul in I948 cumpuod to 1947, the deficit with tho Western Hemhphero fell 
by shut gne:&+lf to E;3BO million, tho surplue with t h o - y t  of the rrCcrling erea 
m@stt)rc+d a h r - f o l d  increase t o  E226 million, the deficit 3f $26 fiiil'hn with the 
OJEEC oountrien wna co~~vsrlcd fro (I surplun off 80 million. and tho deficit with other 
countries (maiuly of tho Middle Eaat eud Easter~i Europe) deteriorated from 
t:!  nill lion to $85 million. The i~nproverueut in the Western Hemisphere positio~~ 
was brought about by an expsueion of exports (ptmticularly to Canada), s reduction 
of iinporh and a decline in tho invieiblo defluit by about one-third. The lowering 
of import8 by about one-fifth over tho laat year (achieved in the fr, *e of en increase 
in the value of total imyort~) was tho renult of the concerted efforts of the United 
lCirlgdo111 to switch its imports away from hard currenoy eouroes, as evidenced 
by thc rtduction of tho country's importe from Canad8 following an agreement 

- - wit11 Polapd fgtpupfics of food @n13 jiixxbbcr ornut& next five years. . .- . -. *- . . I . a m -  - - - 
'l1hi8 sm:cest( of the t'uitod Kingdom in easing its dollar poeitio~l waa he lp4  

to an exk:i~t by thc raetriction of their dollur importn by the othcr mumbere of the 
sterli~~g ur(:i~ itr~d t h e  liheralishtion of onntrole in relation to t r d o  among themselven. 
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The gold and dollar deficit of tho rost of the sterling amti was reduced to £45 
millioil (r~etrrly ono-sixth of' tho 1947 deficit) which, togctller with the deficit on 
the United Kingdom's own account, and gold and dollar ppnyruelda of £86 inillion 
to other countries (compared to tho previous year's high ppnymorrt of 336'7 million 
resulting from the short-lived operation of convorlibility), accotmted for a total 
gold and dollar deficit of S423 million which was loss than half of the I(L.LI~ year's 
drab of £1,024 million. The deficit was met by reccipte of $169 million ur~der the 
European Recovery Yrogr~mme, £80 million from tho Union of South Africa gold 
loan, $87 million by the uliliention of the U.S. and Canadian lints of credit, 
&32 ~rnilliou purcl~ttsed fro111 the International Monetary Fund (of which SIT 
million wae on account of l'ndia) and only £55 million hy actual rinrwinw on gold 
and U.S. dollar mervcs. The sterling liabilitiee of tho United Kingdom loll during 
the year by $211 million. A Luge fall in the liabilities owed to  no~i-atorling ares 
countrie~ (arising apparently from re(111caci litlbiliti&q to Argentina and f i m c e )  
wafi only partly offsot by n small rise in tl\oso owed to tho sterling area courltriee, 
resulting prohebly from thc capital outflow from the Unitod Kingdom and tho 
trade surpluses of the rwt of tho sterling area with the OEEC countria. l'hen? wne 
an inorow of only £92 ~uillion in the net oxternal capital w t e  of t4e United 
Kingdom, compsred to tho increaao of $252 rnilljor~ in 1947, involvir~g e lower rate 
of depletion of exchange reserveR on account of c a p i d  movemonts. The smaller 
rate of incrcase in 1948 wtttl due rn~lialj- to  a c1or:lille of El00 million iu twuts 
out~ide tlie .qi.orliug twea and an inorconc: of 5392 milliorl in assets in thc resl 
of t,hr sterling nroa. A flow of c.ii.pita1 from the l;nit,c?d Kiugdoru t o  the 1 Jnion 
of South Africa appoara to  hnvo been the chiof factor explaining the i~ lc reae  in 
mrsttta. Thore was, howover, a mnrkod fall in tho rate of the total net outflow 
from f 132  nill lion in the first half uf the ymr to £50 millioi~ in the 
w o n d  half. 

Among the countriee of tho sterliilg mnn, only the Union of South Africa 
(which hna held~t+spwieJ poeition~irr the atorling aree and'-fininte;inM it8 own 
rcservcs of' gvld ;bi1c1 dollam) was aWe to  do without i m p r l  controls d ter  
the end of the witr. ihxriug 1948, tho ITnion h d  an avuragc monthly deli~it 
on curfont ircco~u~t with nun-stc~ling aroa countries of El6 millioil n.4 ngRirwt 
£13 and $8 million in 1947 and 1946 rospwtively. With the rest of the ~totling 
are&, the U~lion had a current account deficit of about £7 millio~on ~ u r  month in 
1948, conil~nred with £6 million during the years 1946 and 1047. This led to  a 
s h p  decli~lc in its gold and foreign exchange rosorvtn, from tho oquivalel~t of 
$1,007 million a t  tho end of 1'347 to tho equivalent d $327 million a t  tho cnd oI 
I948 ; nnd the Union w w  r:umpoUod to introduce meaeucce involving the prohibition 
of corta.iu  import^ from all ~ourcw and the ratrictiou of eomo importe from 
non-etorliug aourw to one-half of their 1947 lovel. " -  .-* 

Au~)trtbli&, on the 0 t h  hand, showed a remarkable improvomont in itr~ 
foroign exchange position, the Commonwetllth Rnllk's gold and forcigu oxcl~ange 
aasota Laving riser1 from $574 million to $1,1:30 mjlliou during the year. Tho 
improvclueilt wa. dua l o  an illflow of capital r;lthcr thml to  a f;~voitnrhlc 
brrlancc? of trade wllich had in fact declined from it.u 1057 lovrl. ~l.uxt~*alia 
~ucctteded in turrling i ts l r d e  dcficit with tho United St.a.t,w of $ 1  10.3 million 
in 1947 to a ~mnl l  s~rrplus of $15.0 million. Ncw Zenla~rd ~LISCI mgiatcrod uollle 
progrcuu during the yen.r ; it.8 deticit on current and capital ~ C ~ O U I ~ ~ R  docli~lod 
from EXZ26.0 millioil in 1947 to SKZ5.2 rnillio~l in I W8. Tho dollitr deficit of 

. - 
New 7~alarrd WW .&o reduond- from $60 rQ luillion ine1f34%  ti^ @t)rB~d!U~~Aport  ...- 
from the help mndored by those Commoiiwe~lth countrim towards conserving 
dollaru, the sterling aroa bencfitod suhutatitially alw from tho contribution of the 
primary producing c0untrie.s of the ~terling area such as Rritieh Africa, 13rjtish 
Malaya and Ceylon which registe~wd sub~tarltial t r d e  surpluaca with the United 



Staten. The British colonies, as, o whole, are errtimated to have converted their 
trade deficit of Eb; million in 1947 with the United States and Canada into s trade 
surplus of $9 million in 1948. 

Egypt, which left the eterliug area duriug the yew, appoare to have bad a 
substantial surplus in it8 belance of payment0 with tho eLcrling u e a ;  but in 
epite of wvem trade restrictions the trade deficit with the hard uurreucy oountritte 
weA doubled mainly owing to Inrge purohmas from Canada. The trade doficit wilh 
the Uuitud Btrrtes, howcvor, wtru reduood from $32 million ill 1@47 to about 
$6 miUion in 1948. 

The progren~ in the restoration of hia 'e  intmmtional trade to its pre-war 
importauco in world commerce continued to  be impeded dnring the year by tho 
prevalence of disturbed conditiolu, over a large part of thin region. There was a 
goneral, if slow, recovery of trade, and export levele in particular rose in e number 
of countries. Ceylon, for instanca, raised the value of ita exporta from $209 million 
in 1947 to $306 million in 1948, mainly by increeeed ~cclee of tea, rubber m d  copra. 
Exports from Indonesia, a t  $302 million in 1948, were d g h t l  ovet thrice their 
value in the pmvious year, but only tin exports had wcceed e l  in m r p w i r ~ g  the 
pre-war volume. I n c r e e d  exports were also achieved by Burma, Rongkong, 
British Malaya and the Philippinee. But the outstanding fuetnre in hia 'e foreign 
trade during the year w w  the rnaintewce a t  a high lovol of the domand for 
import8 into the region. This hi level of dempnd for imprtu ie duo partly to the t need for repleniehing the ntvo depleted during the wbu yoam and partly to 
changes in the pattorn of demand itself following certain furrdomental chaugce in 
the economy brought about during t.his priod. J t  is not possible at this atage to 
a w e  the rela.tive mqputudo of t h w  two factors. The Philippinen wbich had not 
operabd any import coutrola einctr tbe end of the war found that abnormal importa 
of luxury goode were-taking plsm to eathfy the pen& up domand of the wen period. 
Numerous import c-antrol meeeuree wem thcmfore introduced t o w d  the end of 
1948 for protecting domoetic induetries and comrvirrg the country'n foreign 
exchallgo resources, which had boon aagmented by record earuinge from copra 
expo* and war-dsmage p&ymonta reoeived by it.  Import controle contiuued in 
operation in othor Aeian countriea md wero aimed st rostticting importa of 
oo~lsumption gooda while permitting those of maelhery and equiyn~ont which 
were reqltircd for developmentd purpolrae. 

The trade of J n p n  hw uot h n  reetord to its pre-war poaition of importance 
in tho economy of thie wiop ,  tho 1948 w i t n d  err j . I 4O per cent 
in iia 'e'x$orte (frcim $1 74 million toy- r m l l i 0 n ~ - a n 3 ~ ~ ~ ? & ~ l P - .  cen IU% imporb 
(from $526 million to $6113 million). The conc1ue:'on of trado ngmemente between 
tho SCAP authoritiee iu Japan and several co~mtriw iiicluding thoee of the sterling 
area. France, Egypt, the Netherlands, Indonesia, Sweden and Siun providing for 
a larger exchange of goode and the ibility of increased American aaaishmto to 
Japan, rue likely to aid subtanti  ad“=' y the expaneion of Jt~paneaa foreign trade in 
1949, for which yonr en export target of $460 million haa already k n  eet. 

This region wee alno f a d ,  a t  the end of the war, with an acute problem of 
balancing its parnente with the United States hecow of ita rodnced capocity to 
export to thub~aoimntry and tho replacbmont of J a p 6  4JniWhbr u, the r- principal eupplicr to  thie a m ,  ne reflectad In the fact t a t  the United Statee wae 
the Bourne of 43 per tent of Far Eutern importn in 1948 ns compwed with 18 per 
cent in 1937. The favourable balance of trade of Aeia with the United Stater, 
which had stood ut an annalrl rate of $249.6 million in 1936-38 wan converted 



1; TABLE 12.-MEREHARDI8E EXPORTB FROM AND IMPORT8 INTO SOME COMMONWEALTH COUNTRIE8 AND THE U.8.A. 

country 

(In million¶) 

1 M8 193'3 1941 1942 1043 1944 1945 1946 1947 1948 

UXITED KIZI'CIDOY (a) C 
Imports (mtained) . . . . . . . . 858.0 540.0 1,131.6 grj!.!! 1 ? 4  1.281.2 1,063.8 1.250.6 1.i34.7 2.015.0 
EXporLe . . . . . . . . . • . . 470,s 439.2 864.8 211.2 232.8 266.4 399.0 814.7 1,136.? 1,688.3 
Excese of Importe .. .. .. . . 387.2 4M.S i66 .5  720.0 993.0 1,804.8 054.0 336.1 606.6 431.7 

Vm~m STATES $- 
h p o r t a  (b) .. .. .. .. ..1.1)60 1,316 3,345 4.743 3,381 1,919 4,147 4,909 6,733 
Expo& (including re-exports) . . . . 7,0?O(p) 

. . 3 , 0 W  3.177 D.147 8,079 13.906 14,250 0,806 9.740 14,430 12,014(p) 
Ex- of E.uports . . .. .. .. 1,134 659 1,802 5,335 9,584 10,330 5,659 4,631 8,61 5 . M ( p )  

-ADA c$- 
Imports . . . . . . . . . . . . 877 750 1,366 1,600 1.501 1,743 1,648 1,864 2,570 2,638 
Exporte (including re-exports) . . . . .. 646 908 1 . 3  2,386 3,001 3,483 3,?6? 2,279 2.796 3,124 
Exoew of Exports . . . . . . .. 160 168 491 786 1,300 1,740 1,721 015 240 488 

o IXDIA (c) Ra- 
m Imports .. .. . . . . . . 1 ,772  1,556 1,813 1,718 1,150 1 , S R  2,317 2.021 3,336 4,468 

Exports (iAiudig re-expa*) . . . . . . 1,808 1,698 2 , ~  2 . ~ 4  1,949 2.106 2.290 2,604 3 . 2 ~  4,062 
knp- (-1 EXW of - . . . . . . . 1  +I43 +39l f707 +SO0 +'I77 -28  -258 -148 -376 
Expad (+I  

5 A 4 -  i; i 
' Imports . . . . . . . . . . .. 14d.0 113.1 136.2 !187.1 265.7 163.1 233.0 178.9 208.3 338.2 

Exports . . . . . . .. 1417.7 121.6 135.0 , 159.3 125.6 140.7 155.3 196.4 308.9 406.2 
kh'ports'(L) , 

Exoesa of -- . . . . . a .. + 1l.7 + 8.4 - ,.. -L 27.8 -140.1 -116.4 - 77.7 r 19.5 +100.6 f 68.0 
Exports (+) , h ' 

!% 1- 
for 193&5 have been worked out fmm monthly averagea; thab for 1943-46 exclude mutitiars, imported or exported by Qo~erament 
Gened'knporta including memhandba entored for immediate m w u p t i o n  and that e n t a d  for ~tomgc in bonded worehouna. (c) Year 
Include tr&mact.ione on &vemmcnt account. (d) Year ended 30th June. Include trsnsactiom on account of the Commonwealth Government. 

[p)  Pr~liminary. 



into a dcficit of $1,279.4 million in lH47. This trude deficit ww, howover, brought 
down to $761.7 million in 1048 by contracting importa to  the nxtant of $236.4 
million end expanding exports by $282.2 million. 

Table 12 givca data on the foreign tmde of eomc C!ornmonwcfllth coutrjcs 
and the OuiM Gtaten: Iho figure8 show11 in the Tnblc, however, do not agree 
with thorn rcfcmd to cnrlier wltich, unlike tho former, }lave been suitably 
sdju~ted for bnlanc e of 1~nyme11t.e yuqoRcan. 

10. FOREIGN EXCHANGE AND THE INTERNATIONAL MONETARY FUND 

In thc ~phere of forcign exchange, t.hc- problem of llleetir~g the defi0it.s in the 
hard currcncieli pmcnted itself in an ix\te11~ific.d form d u r i y  1948 for a variety 
of reasone. Eve11 by the middlo of 1947, tho gold und d o l h  rmurvw-af connCriw 
other than the United StrrCcs and the 0.8.S.H. had reachad a low ebb. There, ware 
few, if any, count,riw oulaidc S~it~zcrlond, Yor%ugnl, T~~rkey ,  tJic Yhiliyyincs, 
thc Union 01 So11t.h Aiiicn and eumc Lntin Arnerictbii conntriw thab were still in e 
position to make furthcr drafb oil tlicir gold and dollar reservcu without scrioue 
dasger to  thcir h ~ l c i a l  ~tahility. Ry the end of 1947 the credit nwurtxl by the 
IJnited Kingdom uudcr the A~qlo-America11 Agreenient of Jnly 1946 had also 
been all but exhaustctl. Oandti, faced with  it^ own peoulinr exchengc problem, 
wee conlpellod, ca1.1~ in 1948, to block i ta  loall to  tho IJnited Icingdom. T h u ~  
almost every major vourcc of' filsancu, tihat was itVB;1~bl~t in 1947 for meet* the 
hard currs1r.y need8 of conntrit% with the lnrgcut deficit*, wn.a fast drying up. 
The firahall Plt%11 which was t,hen in -fho prowe of formlllation oould not 
legitimcrtcly be espcct~d to luplacr! thwe sourocts to  1.11~ full extent. 

As D ~ ~ t ~ t u r a l  corracqucnco most countriee c-ontinued, a ~ l d  sonhe reinforced, 
thcir alretLdy elaborotc  restriction^ on transnction8 wjth the hard ollrrency 
countries. Only Cmada, whose exchn~@o-euving programme introduced ~II 
November 1047, showed qriiok and encourtlging  result^, W ~ R  in a position to rekx 
controls on hard currency expcnditurt! during tlio yoar under revjcw. With the. 
tighteuixq of' ~ ~ e ~ t s ~ i m s  to com(?rve lrud nurrcnc.lm, it becrrrne oanentia.1 for the 
soft a~id metiium cumucy (:onntl-iea to develop oloser kiido relatior18 among 
themselves. This w a ~  clLt,onipted through a ~ret.worIi oI yt~yrnanta, olearing and 
h n o i n l  agrcmiel~ts, mmr: of which were olriot.ly I~ileterrrl, :- . , -+ , - 

I n  the new scheme that eruergod, the pouud ntorli~~g 1188 beeu playing ell 
inoreaaingly i~npal*tul~l rolc. 'l'his dcvcloprue~~t was attsieted to n eubst~utinl exte~lt. 
by t,hc numeroun agreenicntcl co~~~lucled by tht: IJnited Kingdom iu 1948. While 
thcy tihartxi tho cortllllon ohj~cl~ivc of e x k ~ d i q ;  the area over which sterling would 
bc aoceptablc for currcnt pay~nont~ witho~lt ontililir~g t'i~rtller losm of gold nnd 
dollrrr reservm, they difiered wiclaly in form depending or\ tho oil'oi~mattmcm in 
cacll case. For in~t.tcricc, the yttyniont8 apcementn with .4rgeutiacl, Chile ar~d  Peru 
were coafiued largely to proviciing for thc scttlc~jicl~t of l~aymcnta betwccn these 
countricu and t l ~ c  TJnited Kiilgdoru in nterliug. h tlie clrsc of 'furkey, a speci~l 
m ~ o m s a k  t+Il,o,wod tho us? f its ute~lhig bolrlnccp for pamen$, t.o the nkrlifig 
arm and to countrioci which wcro preparcd to  ilccopt rtwhrq. The fi~hanclnl 
agrcernmt with Italy I)ro~~ght i t  bmk intc~ the Tranqi'erahle Aooormt drca in 
Docember 1948. Agrecnw~~t~ wcrc J s o  uoucladed nfrcsh with Sw itxerland, Bclgji~m, 
Spain, Sweden and Norway, primarily to avoid or miiiiruise los~es of gold by the 
operation of apeemcnt~ nlrendy existing. Among thcso, Swihcrlnlld and Belgium 
being hard CUrrf3JlCy co~utric%, ropreecntetl ti clsan by themsdvce; and thc 
agreements with thcm, therefore, reflcctod n gr6n. t~~ eagerness on tho pnrt of thc 
United Kingdom to bring the respective trcldc nccout .~  into bctter balm~cc. 
Switzerland agreed to inoream its i~tiports from the wterling area and control the 



volume of ih oxpottil within t.he uecesewy limita. Belgium, in additiol~ to  giving a 
similar awnlrance, alno undertook to ratrict &betic(~lIy the acceptance of uterling 
from noxi-sterling eoirrcca. Tln~tly, an agrocmcrlt with the Netherlande on the 
~cttlament. uf wartime deiebt~, entered into in March 1c948, p r o b o l d  the Vnited 
Kingdom from all obligations to  pay gold n~ long aa e r g  pttrt of the debt of 
f46 milliou owed by the h'utml~urlar~du to the IJnited Ringduin rctnnilled outsteldirq. 

In  most ot the ebovc. aaura, the T711itecl Hirigdon, was the contrnctirlg party 
representing the nterliilg nrcrL. Rut bowuvdu tho latter p u t  of the year, five countries 
of the t,lerling area, namely, the IJiJted Kingdom (and  it^ coloniee excepting 
Hong Kong), Australia, the l~irtiau Illlion, Xcw ;IA-nIni\d ~ L I I ~  t l ~ c  I!JJOU of 8uuth 
Africa, conoludcd a joint trnde rr~d -1myu1~nt8 s )cnt .ar  S'arn-::Ybc agrco- 
ment, whib providing for a two-way flow of 9 t e botween .Tapan and theue 
csountrie~ to tdl iw to a n ~ i ~ i n ~ i ~ m  vdus of $55 millio~~ duril~g the year i-1ldi11g 
~JUIIO 1949, also errvieaged an opproximcl.tt! halimncc iu thoir oot~lurercid relntioue 
with Jiipnn. Bupcrwcdi~lg thc .urallgo~~ierrt concluded ill  May 194.8, for tho G~ia~~cing 
in nterling of tBhr ~radc  lmtetwcext J y ~ a n  urld the I:nited Kii~gdoin (excluding lhnt 
in Jspwiene cotton goods), Lhc rlcw agreement provided for the financing in sterling 
of d l  trade hct.wceu Jnpa.11 nnd thc cou~lt~ries luentioueci &hove. 

Thc n ~ c  of stc3rlilig I)y uoutitrirn within the sterling a m  was regttlrtl.ed by a 
neries of fina~~cj~kl ngrcoiiicnls with the U.K. 1)e tds  of thc agrcamcnt wibh tho 
Lndiw 111lion are given in pnra 30. l'hc qreemcut with Yakitlttm, ed in .July 
1918, wae tu (.over tho prIod ending June 1040. and'provl&d for t !? e &Itwe of a 
maxi~nuni of SLO million. I'~kiste11 ugmd to  limit, its expndil.arc? in hard currcncy 
areas in 194H-A!# to  £5 ~niilioll over arid abuve  it^ own earnings. An ngccmcnl 
wta eigned with Ceylon ;n April 1048 to  cover the period ending 1)cccrnher 194s ; 
i t  provided for 8 rclt-cwe ot'e3.5 million, but alsv curried n provisioii for the release 
of ljl, milliorl xn u workiilg helaiicc wIJc11. might I n  inorec~srcl by u f~rthw $1 million 
undcs ccrlain c.jruonitrta~~ccti. ('A\yloii, in turn, n p u d  to limit its dollar experrcliti~re 
to Rs. 100 lllillior~ ae againat its estimnted dollar canlings of Rs. 180 million. The 
agrecmc~it was lnlmr uxle~~rled to ho in force t i l l  30th Juno, 1949, yrovidhp for:# 
f u r t h t ~  lrlrilsc of EL . ' iB nlilliun. & agreement with Tmq, cbntcrd h t o  irk July 
1948, perinithcl thc convcraion of its ek l ing  Lolding~ 11 to  26-25 rnillio~i for 
~~trylt~er~tn to h a d  cimency co~~ntrina (incluriir~ Sweden) 1 uring'the year ending 
30th JIUO, 1949. Siuiilarly, under a11 apecmcnt coucludtvi in October 1948, the 
United Kingdo111 allowed Uurnitc to ciruw upon the 4terling rrrcn dolltir pool to take 
tiilie ot $2 n~illion in t.hc six mo~rt~?~e ending December 1048, for t,hc liuaricil~g of 
meelil.ia1 purahmeu in hnrd currcncp countries: which coiild not be covered from 
13nrmnfs own hard currency cs.niitqss. 

Jfgypt., which h8.d loft t l~c al.erling itrsa, ooncli~ded n fin~ncinl ~grecinent wwith 
the United Kingdom OII Olst Bfuoh, 1'949, replnoi~lfi tht? en.rlicr agvccnicnt which 
expired on 3 1 ~ t  L)cacnlbcr, 1.948. The hew ageeruei~t cowring t>hc gcar 1949 
provided for tlie relenso of £12 millio~i from Egppt'n blocked atcr1irlg b h l a i i ~ ~ ~ ,  
oirt of whii!il - g6-, nillion was to  be l'.mvcrtiblo htb doll&;' and 'far tho relen~a 
of' niillion wherlever Lhe halw~cee on the No. 1 !lccout fell below M5 million, 
the total of w~ch rclcalics, however, being subject to a cciling or C18 milliorl for 
the whole period of' the agrocmcnt~. 

In  i~dditiorr to the d o r t e  of Chc Onibd Kingdom, othcr Ertroyeull uounbrielr 
hke kkance, Switzerland, Italy, Belgium, the Nethcrltmnda, Polvrld aud Turkey 
duo entered into n niimbcr of pt~ymenttr apeementa bctwccn tl~cmselvce ae well 
as with the coilntries of Idatin Ameriutl and Egypt, with n view to cnsuring a 
slnooth flow of international trade ill the ahnenoe of genero.1 colivcrtibility of 
ci~rrenoiee. As a e h p  in t h i ~  dimctio~ B O I U ~  vf them had signed in Kovember 1M7, 
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a n  ~r ,pemont  for multilateral monetary oompemtions (vide laet yoar'a Report, 
para 11). The volumc of treneactiom, to which tho cornpeueation mnchinery eet 
np under tkie agreement could he applicd, weti, however, dcpcndent upon the 
halenoe of creditor-debtor relationship between the ptlrticipante. Consequently, 
the predominant creditor position of Bdgium end the IimiW number of active 
ptcrticiyant~ in the tscheme made ita mope narrow and tho rcnulta achieved meagre. 

Corlcerted cfforb to improve the syatem within the framework of the Europecsu 
Recovery Programme were undertaken soon afterwards, o~llminrrtinpl in the 
I'ntra-Europcen Paymente and Compensations Agrtwment in Octoher 1948. Thr. 
main fcrrtnw of thiy t e role of - * . - - - 6 -PmV~di~s- lo w a ~ ~ ~ & ~ a h l n t w n l  
To begin with, tho contracting ptlrtiee, namely, the membem of tke Organisation 
for Europcon Economic Co-operation agrccd upon estimates of thcir rwpective 
payments pmitions on curnut account an with one anothor for the period 1st 
July, 1948 to  30th June, 1B49. A country, which wtre then found t o  be a r ~ e t  c d i t o r  
to other OEEC couutriee, it wne decided, Aould recoivo aid in dollars from thc 
Economic Co-operation Adminiatration up to the amount of tho drawing right8 
in  it.^ own currency which it placed a t  tho dispoenl of the debtor countries. 
Cmrespondingly, a country, which wrrs estirnatcd t o  he n, debtor, would mceive, 
ai indirect ECA hid, drawing rights in the c~ i~cnc iee  of its crcditoru. Crcditor 
countries would plme the drawing rights granted t o  debtor vountriis at the die- 
p o d  of tho Compens~tion Agent (i.e., the Rank for I i ~ G ~ ~ n n l  HlI€€Iemente) a t  
it8 request as eoon aw the equivalent Rums of conditional rid wnre " h m l y  a11dtcd " 
to them by the ECA. Thc, Agcnt would uso thcw fundit t o  cover tho ectiial 
deficits of tbc prccrding month between paira of OEEC countrics. The debtor 
coutriea wcrc free from dl obligation to rcpey the creditom m y  cumiioy received 
undcr drawing righte. 

It was, however, agmcd tllnt until the Gnancing reunr~rcee already in the 
hands of tho contoracting partim (as, for h tanco ,  thc uterling holdings of Greece 
and Italy ni~d the Bweditlh kronor balances held by the Bizone of Gcrma~ly) were 
exhanated, the provirions of the achcme in mped of drawing rights would not 
km optaativ8. IL'ho~.~.frr?gtc,.taIcaedvsntqp of crditJmilificus8lribbLe undcr- . .. 
exirJting payments nepomonta aimult~neously with the faoilitiw dered under 
the eckeme. 

The Council of the OEEC wae to m&e recommandations to Lhe ECA 
regarding any subsequent roviaion and redistribution of drawing rights in the 
Intra-Europea-u Payrncnts Bcheme. In this way, some changes in thc drawing 
rights aud in thc distribution of conditional rcid worc provided for. Drawing rights 
not used bcforc the termination of the agroomcnt were not to be cancelled, hut 
were to be carried over to the next period. Thc OREC would then have to decide 
also on the future use of the conditional %d granted to the ureditore. It w a ~  agreed 
that not rnv than 76 per uent of thp drawin&riqh@, , b$~Jct$$o,r~ the year 
mding 30th Jii~~,-lPrO uoulil be madti available, hd u$fr eOmpmations, in 
the nine monLhs er~ding 31at March, 1949. Since the drawing righta eetablishcd in 
favour of the dcl>tora bad not yet been made available on lat October, 1048, gold 
and foreign c m n c y  ~ett lemenb n~ade on or after that date w o ~ ~ l d  be rcpi~rohasnhle 
at the reqilent of the debtorn as the drawing righte bwsmo available. The 
Agreement wan to remain in force until the completion of the compensation for 
June 1949. 

Tn the first five months of actual operations under the echeme (October 1948 
to Yebraary 1949), $348.3 million of the agreed drawing rights of $820.4 million 
for the year ending June 1949 had been uscd. France ueed up tho la.rgeat b~oas 
drawing righttl, $169 million, while Italy refrained from using any of. her drewing 



rjghtn dirring this period. Thc Unitcd Kingdou~ find B e l g i i i m - L i e  allowed 
the debtor &oitntrim to t~tilise their drawing right6 to the extent of $252 million 
out of the total of $348 million provided hy all the creditors. 

A payments agrccment, concluded in November 1948, betwcen Turkey and 
Italy, follawed thc gcnernl line ~llgg0Shd by the Intra-European PtbymeuCs and 
(lompenuntion~ Agreement, in providing that, a t  the expiration of the 
tlgreement, any bnlancc then existing might be settled by taarrsfer to a third 
country with prior agreement of all the pwties coaoer~~ed. The credit margin of 
$1 million oxtended by the ~ g e e m e n t  wcre to be ilk widition to tho $5 ntillio~~ 
drawing righta ugaimt I t d y  provided for by tho OEEC for.. T~~rke~rior 1048-40. 
Trlrkey also concluded a trado a ~ l d  paymentm agreement with tlle IJnited Kingdom 
in Jani~nry 1949, providing for a T7.K. grant in aterling of the equivalent of 
$8  nill lion under the Intra-Nuropean Paymenlts Scheme. 

Wl~ilc dopndi~lg 011 tradc mid cxahanga controls, and p y m e n h ,  clearing and 
fi~u~neial agroemr.uts to eolvc tl~cir forcign cxchange problems, few countries were 
inclined to consider thc adji~atmcnt of the par  value^ of their currencies, ae a 
metllod of balancing thclr intornatio~~nl pnymenh. The Dominica11 Republic and 
Rrazil m t a b l i ~ h d  for the fint time with the Internationnl Mo~letary Fund the 
par veliiee of their currencies, but there were few alterutiw~s of par valuos already 
wtahlished. The two changes during the yew were in tllb par hluor, of tho 
0)lo~nhinn p e ~ o  which wan devalued in Decembm 1948 from approximafely 1.75 
to ayproxirnakly 1.95 pesos p4r U.8. dollar, and of the ourrency of k'rench 
Somalila.ncl, thc Djibouti franc, \ v k i d  w a  devalued in Mluuh 1949 from 126 to 
3 14.302 franc8 p r  U.8. dollar. Perhnps the rnoet onbtnndir~g cllartgo in cxchar~ge 
rates was that made by New Zealand (whiuh, inuidmhlly, ie not R membcr of tho 
Fiind) in appreciating the value of its pound ; this action waa prompted by thc 
desilw to i~~srrlato its economy frorn the iaflationary prcssurce exerted from 
elmwhere. 

But though fcw formal adjuatmenta wpm made in the per veluoe of currencies, 
the doproci&tio~~.that wan rqirired t6 rtimi~late .dPf%tU-Lnd".td ah&k imports 
was in many cnsea achieved on a partial and selective baais tktough tho contmaa- 
tion, modification and exbnaion of multiple currency practice Althongh devoted 
h) the ideal of unified excharlge rate etructum. the Fund waa inclined to  wcept 
POIIIO of these practicos as neceswy evils under the e x t r ~ o d n t l r y  economic 
nonditior~s prevailing in crrtain cotmtrim. Towardti the end of lU47 the Fund had, 
therefom, worked o i t  certain guiding prhoiplee with regard to  multiple ciirrency 
prn.ctire~ nltd oommilnicsted t l~e~r i  to its members iu cc memorandum demibing 
ih policy and juriwiictio~~. The memorcudum emphauized that multiple ourrency 
practicer, beside8 being in nlost cases roetrictivc, constituted eyntem~ of exchange 
rake aucl thirt the Fund would, therefom, mcouncple memhertr e n g q i ~ y  in them 
for halanue of psymenk ~ ~ S W I I B  to astaklirrh oonditlane w W  w*otll&penaLit their 
removd tLe .loo11 ae poeeiblo. It RIM drew fittention to  the more bngerous and 
undoairablc aspcch of moltiple cr~rrel~cy practice8 which i t  wi~hcd to mo removed 
forthwith. 

In  the year under review, aome members undertook to simplify or modify 
their practica so as  to facilitate the establishment a t  a later date of ilnifary ratw 
of exchange. Iran, for instance, introduced in March 194% new regulations aimed 
nt reducing the gap between the official and fret? market rateo and ensuring an 
amount of stability iu the exchango rates. IEJimilarly, Qolomhia, while devaluing 
the peso in Dcccmbm 1948, introduced modifications in its multiple currency 
eyatem, eliminating d i n  fostumq intrculi~ced earlier in&-ddeemed by 
tho Fund to  bc in conflict with ita polioiea. 



The Btulk of Nexioo, faced with the prohlem of rapidly depletii~g exchnilge 
rcacrvcn and unablc to docido on a r ~ e w  exchacnge rater for the pwo, o'iscontu~ued 
foreign exchn.11gc t r a ~ s a c t i o l ~  in July 1948, with the concurrence of Ihe k'iiud. 
The iindemtandiqq wm that a ncw parity woJd bo ehort.ly eatabli~hod and tllnt 
the free market in the peso wonld bo maintained ouly till such ti mc as thc tcudellcics 
in the mnrket corlld be alrsesscd with a view to fixing n ncw lowcr parity. Rllt i t  
soon became evident thnt i t  waq not pofldl le to have a completely free market 
without widely flndiiating r a t . ,  and 60, in thc followiiig month, the Hnnlr wan 
nuthorised to intervene in the market whenever neceasrsy. In  kptemher 194S, 
the (;Fuvernmerlt of Peru also approached the B'i~nd for the approval of certain 
new meueurtw which would ic uffect add to the nuralier of tho affective exchange 
rates for the sol. A ~ & J  the Fund approved the y r o y ~ ~ ~ ~ b ,  but rocommeudcd, 
inlev alia, thnt a dctarmiccd cffort ~llould 110 iuctdo b? the Govcrnmont to halt 
infintion through mea3urcq such a8 limiting thc cxpm~ion of bank credit I L I I ~  

eecilring ndditional revenue from aoilrces other than exchnnge taxes. 

In  1948, the incren~ing difficuItinn in regard to the hnrd currenoien, nnd the 
continuing infintionmy prcauilre in thc   oft currency co~intries which war iu 
contrast to the dieinflationary trend in the IJnited States, gave rise to tendencies 
none of which wore ngnin~t the fio~dnmentnl prinoiplen and policiee of the 
Intern~tioml M~uetary Irund. It will he realld that li'rctnce"intrduotrd in 
Jtmutlsy 1948, a new eystorn of exchange rates involri~lg the devulucttiou uf the 
frcmc and tho ostn~~lishment of " 8 free market " fur certairr pumheaos and fi:llc.s 
of  U.6. d o l l a ~ ~  and Portt~gucso cacudos. On 1st April, 1048, t h i ~  market was 
extended to include the Swirw franc. Thmc mrlunlrca, intended to reolaim the gold 
and dollax hoard6 abroad of h'rench nationals, gave rim to a pitttem of orowrates 
in Paris between the U.S. dollar and other meruher cumnoiee inco~uistent with 
the cst,abli&cd par va l~~es  of the lutter. SilniJarly in Itdy, s t e r h ~ g  was q uot~d on 
the frcc markct! for a conuidertlble time a t  H. ( ~ ~ R C ~ U I I ~  itgai~lst tho U.S. dollar. 

Tho F u d  ww, iuclind to coneider disorderly cn).wratee to be aa impediment 
in tho way of aohieviug tl 1)ut-ter balance in i n t e n m t i o d p y m m t e : m d  a widcr 
coslvortibility of currer~ctiea. In deference to thew view Freuce roplaccd the old 
systcn~ in Octobcr 1048 by a new one. eIirninuting the discriminatory ratea qnoted 
for atelling ~ince  January 1048. Tho corlvertiblc aurrcncicu wo~lld continlie t o  he 
quoted on the free market nnd tho Rcnoh frmc wafi dill to have no agreed par 
value, but the Yund readily agreed to the change p r o p s 4  hy Prance k~ view of 
the fact that it a t  lead dminated moet of the differential exchtr~lgo rat08 for ttarIr 
tranaactiom ctmsod by disp~r8t~e cmm-rates. In Novell~ber 1048, Italy followed 
auit and eliminr~tcxl tho disparate cross rate Zret.wecn sterli~lg and the U.S. dollar 
on the Italinn exchango iu terns of a &~ancial agrcomcnt between the United 
Kingdom and Ttdy which poggcd thc ~tcrling qnotat.ione in the latter to  the 
dollar quotetiona.at the mowrat0 of 4-03 dollam b a poundmi.= - a - .:-. - 

The hard currcndy difficulties ia the world a t  Iargc and the disparate price 
trm& as between the hard and tho mft cumoncy countrie~ also exerted coneiderable 
p r e s h e  on gold in the year i~ncler review. On the one hand, riuing price8 raiced 
the cost of gold produotion and mnde i t  increasingly unyrofittlble to ~ 0 1 1  gold at, 
tho prim fixed by the Ioter~~aCiorrtiJ Monetary Fwd. On tho othcr, t l ~ c  inflntionaly 
presslue in the .soft curroncy countries (particularly in thc E n ~ t )  placed a flowing 
premium on gold and made i t  moro and more tcnipting to the gold producer* to 
enter the free nlnrkeb, 

Faoed with an imminent rrtlI in gold oatput, Lhc gold prodaaing countrietl 
h t  attempted to enoomgc produotion by paying subaidit38 h pduwm.  It will 
be remembered that Camdn'e proposal iu 1947 evokod from the Fund its polioy 
utntement of Deoember 1947, strongly diecouraging the payment of subsidies 



which were likdy to underminc excllnnge stability. The Fnnd'e attitude to the 
Anntrrrlittn pmpnshl of March 1948, for the grant of temporary aaa i~ t~nce  to mrtain 
gold minee and to  tho subsidy which w w  being paid by the Southorn Rhodesian 
Government to gold prociucuw in refcrrcd to in pnrn 8. 

A more ~crious problem, llowever, proscntd iteeLf towarb the end of 1948 
when the Unio~i of South Africa made known its intention to d l  gold abroad a t  a 
premium price ovor that t ix~d by the Fund. The Fund wn.a ~trorlgly opposed to 
iatenlationiil transartions in gold nt prernium prices on two grounds : firetly, pince 
the par values of it8@ urcmbers' currenciee wcrc oxpre~eed in tcnne of gold, the 
purchase or sale of tho metal at priccg above those warntr~ted by morretary paritica 
would cmt a reflection on their true valrw and thnestndcrmins exchange stability- a - -  - " 
which wnR the Fund's mnin objective ; secondly, i t  f e n d  that ~ u c h  traneaotions 
might involvo losses to the monetary reucvvos of memhe~ cowltries by diverting 
gold into privatc hortrds, and in cormquenoe roduce the foreifin exchange renources 
at thcir diepnaal for meeting any dcficitrJ in thoir bnlarrce~ of payments on current 
nccount. To mcot those ol)jectio~le the Union claimd that thc gold in question 
was not Iutended to I c  eold in tha frce markets elsewhere but was for speoifio and 
customary industrial, profmrJion~1 or ctrtitltic pnrpc)aes to  which the Fund's 
ritipulntio~ir~ were 111>t ti.pplicitble. Since gold wnfi its moxt important expoit 
commodity, the I h ~ i o ~ l  coutended, it would I)c anfair to deprive i t  of itr, right to 
enter tho market for fully-fxhricatcd gold where enormous tranaactiow were 
taking plhoc nt premirim pricos. Bat the Executive Board of the Fund felt that the 
oxietence of Rouroes which wcro prepared to satisfy, st approximately $35 per h e  
ontlcc, all geniiillo irrternationnl ciomancb of thie chwnofer for gold was strong 
evidence that thn gold that waa to  be eold a t  a prcnuurn of nearly 10 per cent 
woihld not be for ~trictly bmuz jide and ouetonlilry p~~rposee. It themfore advised 
the IJnion to adopt bcttor safegnards 011 external rullea of gold, na in the United 
Kingdom and in the United S f a t . ~ ,  in order to minimiso the likelihood of exports 
of eemi-proccesed gold finding their wny iuto nndesirabla chonnel~. Rnt, early in 
19-19, the Tblio~l put the dcd Lhrough nqaul~t the Rntd'u wishes and sold 100,000 
ouncm of scmi-procmud gold alloyed to 22 c u a b  a t  a price of 888.20 por fine 
ounce. Defending tdlie action beforu the House of Aeaemhly, the Union Finance 
Ninister referred to  the fundnmout~l di~eqoilibrium between gold end currency 
valnccr, and remarkod thttt the " nnroalistic " pricc of $35 per fine ounce oodd 
not bo mair~teined witlioi~t " tremoncious facades of exchange controle." The 
P111ld took stro~tg exceptiou tu this statomeut, on it8 gold polioy. Coming from 
tho world's gtcatest prodnccr of gold i t  was interpreted as e threat whoee 
potontia.1 cleriouflncss could not bc iguored. 

WhiIn most countries followed tho directive of the Fund with regard to 
intarnationnl tra~iuections in gold, the fomeu on the side of demand and of supply 
wcre such thn.t the tendency to trade in gold illegally and outaide the official 
chnnr~els persifited doring the ycar. n o  flow of gold to the frco markets, especially 
in tho Middle and the Far Enut, continued Jmost unintemptecily. The prices 
quoted on the free n~ntkets have bcou rising as a rcslllt partly of the dimini~tion 
of eupplimi to these matkcts and partly of the inoread demand dun to unstable 
political nild ccu~~oruic conditions. In mid-Juuary 1949, the price of gold in 
Ma.cao, a Portuguese yoeeession jn t,he lrnr East, reached an all-time peak of $100 
per fine uuaoe, L a . ,  nemly thme times the official price of $35 per fine oimco fixed 
by tho Fimd. 

Thanku to the sub~tantial contribution made by the European Reoovery 
Programme to tho foreibm exchange resonrcas of Western Europe and of countries 
in which off-shorc purchem under the Programme were permitted, and the atrfobr 
vigilance exercicled by the Tnteraational Monetary Fund i n , T r ~ d  to i t s  own 
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exchange trarwactions, there wae R smeller draft on the F'ond'u resournee in the 
year endcd Blst Merch, 1940 than in thc year preceding. The total sales of 
currcnoica by the Filnd in this period again~t members' currencion a m o u n ~  to 
the cqi~ivalent of only 5107.4 million as against $600.1 million in 1947-48 ; of 
this, $96.0 million wae iu U.8. dollars and the reet in Relgian franm. fil addition, 
tho Fund also sold to Norway, in Novemher 1948, 1J.S. $6.1 million against t i e  
equivalent in gold. 

Among thoeo who had rccourw to  the Fund during the year the Indian Union 
~nadc the largest pixmlteeee. In  the conme of the yeur it bought IJ.8. dolliua t o  
thc valllu of $72 million, which, together with the $28 million drawn in nlarch 
1948, wan tho maximum it could purchase in any period of twelve months. The 
purchaac of oxcl~ange by Coats R i a ,  hchcslovekio, Denmark, Ethiopia, France, 
t.hc Indian Union. the Etethcrlande and the IJuited Kingdom mu~tlted in an increase 
in the F a d ' s  holdings of t h w  rnemhm' currencies to  amounts in exoess of their 
rc~pec+ive quotan 811d in conqucnce they hcbme liabIc tm prcy chaqps due to 
l.he Fur~d in rcrrpec* of such uxcesm. 

When the Fund started operation6 in M:uch 1047, i t  con~idered worthwhile, 
under the extraordinary ronditione then pmvniling, t o  teko the risk of iLa monrces 
bing iised for meeting dcfioite wkicb were not of a shictly t a m p m y  character. 
This attitudc wns etill being maintained hut, in coneidcriw applications for 
oxrhange, tho Fuud endeavoured fo limit t h i ~  riuk to thc minimum. 'Tt kept thc 
situation of its membcre u ~ d m  c o n s h t  review, oxamined the cai~eea of their 
halanrc of paymentu deficits, and, where i t  onme to the conclusion that the exiuting 
situation was not conducive to the proper use of the Itrurd's rmourcee, anked the 
membem conoomed to rofrnin from making fiirthcr crpplioationn for cxchange 
ponding conaultatione with the Fund. Tho Fund has freqnently cautioned its 
memhere that the extamion of ite remurccs was to give them timo to make 
nccweery rcadjn~tmenta in their economy and not to avoid the ~nccunity of e~ich 
~eaajnst~mcnts. 

In view i f  the availability of '1J.8. dollar8 during fhi, y& -uder  thiPuropem 
Recovery Programme, the Pund felt that, in the case of the countrioe plvtioipnting 
in the Programme, there would be no urgent need8 which oould only he satisfied 
through pivchases of dollare from the Fund. Accordingly, i t  advised it8 mcmbere 
that, diuing tho h t  ymr of tho ERY, the members benefiting from the 
Programme ehoilld approach the Fnnd for TJ.8. dollars only in exccptional or 
unforcme~~ cirmimshcccl. This decinion had to be taken not only for prwerving 
t,hc R~nd's rpsmircea a t  a ~ a f e  and reesormble level during the poriod of the ERP 
no that they might Ic available for rneetinpl any balanoe of paymentm difficulties 
 till persi~tin r a t  the end of the Programme, but altw for preventing undue 
impirmant-o 4 the msmhers' ~mcuce fo the Fund by puruh*eaos of exohengo during 
the transition pmiod. Following this deobio~i, which w c ~  aommd06tod to the 
membcrn on 20th April, 1048, there have becn no d e s  of 1J.S. dollam to the 
ERP countrioa from 1at May, 1048 to tho end of Mhrch 1949. The Fund, 
bowever, has sold to the ERP countries dining this period Belgian fmnw to thc 
equivdont of U.8. $1 1.4 million. 

Tho memherehip of the Fund inoroaecd during the ye- from 46 to 47, AuRtri~ 
being the l a b t  adherent. I n  addition, the applicatioru, of Siam and Liberia for 
rnembctnhip wcrc approved; but these countrice have to dgn the Artioles of 
Agreement of the J'und bofore their membership becomes offeotive. Ae e result of 
the admidon of new mcmbere and the changes in the quotes of &in membcva 
(including in&eaaea in the quotas of Egypt and Irsn andza rechfat4on in that of - 
Hondiiras), the aggregate quotas of the membsre of the Icund'increasd from 
$7,961 million a t  the cnd of February 1948 to  $8,034 million a t  the end of March 



1949. The paymolt of part of members' nubncriptions and of eervice ohargea in 
gold and the ptvchme of gold againat dol lm ren~ilted in an incrcase in the Fund'n 
holdings of gold from $1,357.6 million on Blst MAroh, 1948 to  $1,436.9 million 
on 31at March, 1949. The Fi~nd'a holdinga of rnembenl' cumenaica on tho latter 
date aggregated $6,527.1 million. Coneequent on the devaliiation of tho French 
franc in January 1948, and of the Colombian peso in Deceruber 1948, the Fund'e 
 holding^ of thcec currenciee had to bc made up to etlfegutud tho gold vnh~e of itcr 
aeeeta. Aocordingly, the Fund reoeived from France a roviional payment of e additional frnncn bawd on the new general parity of 214 snce par U.8. dollar in 
the tcheence of nn a p d  par value and from Colombia a payment of additional 
pcRoa cornmemurate with the fell in the gold value of the F~tnd's holdinga. 

11. PUBLIC FINANCE 
Fur nront (:ouiitri~n the two basiu problems in the post-wnr period hnve heen, 

~t~tOrri~JIy, Uie etebilination of " fill1 employment " conditions to bo attained side 
hy aido with a steady incrcnso in productivity and, extornally, tho reatoration of 
eqt~ilihrium in the Ldence of prcymcnts, particularly with the Wwtem Hornisphore. 
The ilrgoncy of finding reaourcM for a high rate of groes capital formtion, mainly 
to make good wartime loss=, and tho neod k, uonmrve foreign oxahango, 
eapwially dollern, nocomitated austerity in coneumnption. To secure these objwtivem, 
i t  waa found neccnnary to retain and adapt direct quantitative colrtmle, through 
volimi~tary agrwment or otherwise, in the dlocation of ovnilablo resouroee. On the 
financial aide efforta were mado in dl countriee to bring a h t  nn improvement iu 
the budgetary situation in the cliwdion of achieving a bdance, if not n nnrpluu. 
In 1945-49, thc nccont In budgetary policioe wa.8, thorefore, OIL obtaining r e v c n ~ ~ n ~  
adoqi~ete to meet not only the ordinary exponditrlrce of tho Govor~~mont bitt alno 
Governme~lt oiltlay~ on capital account. 

For the United Kingdom, the revisod cstimato for the year ended March 1043 
(tliJe 'Jlahle~13) placca the ordinmy budgot nurplua higher YO3831 millinn bn corn- 
pared with the hudgd estimate of 5789 million, whilo tho U.8. budge (excluding 
the experlditnre of $3 billion from the Foreign Economic Co-operation Tmet h d )  
for tho year endod hxne 1049 mveele e revised w~rpltis d only $2,400 million w 
againnIb thc estimate of $4.808 million at the beginning of the yceer. In tho U.K. 
budget, " below-the-line " net expenditure of $479 million ie fully met from 
ordinary revenue. Thus, after covering nll Government exponditu=es including 
capital outlap, the overall surplus amounts to  £3.52 million rrs compand 
with the ratimate of £830 million. Tho highor aurplum is due to the inonwod yield 
from norn~al eources and dtro to tho unexpocfedly leqp credits from rcbnormnl 
rrourcem of mvcnua euch ee malee of wer stom abroad. The dwmwe in the hndget 
surplw of the'U9.A. i s  attributahle'tu higher oxpentiit-16 pri& %ryw,rt of 
agricultural products, dofouce, Veterans' Administration and E u r o p n  Recovery 
Programme together with eome decrerwe in revenuoe. Thc Bvo items of national 
dofonce, il~krnational affaira, Veterane' Mminintmtion, intorest on debt and 
mfnnds aggregate over 80 per ccent of all f d d  eqmnditum. For tho U.S.S.It., 
in the yem onded Ihcenrber 1948 both ravenue and expenditure are placcd lower 
at 408 billion roubloe and 369 billion mnhka mpcctively, lwviug a eurplus of 
39 billion roublm an against the wtjrntrted nurplas of 41 billion rouL1es. The 
decrease in revenue i~ nccounkd for by several redizations in L.ho turnover tax 
which onabled the Government to decree a miee of ccvts in retail pricca ; an almoet 
equal rcduci.ion in erpendit,~ire is tho reeult of wvin on ~mial m i c m  and the - .- - 
withdrawn1 of hzbiadiee and bmntiecl 'to B number & ~ i ~  II 

In tho U.8. budget for 1949-50, according to the Preeident'e budget meeeage, 
r ~ e t  receipts a t  exieting tax r a h  arc placed a t  $41 billion on the aasumption that 
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the cul.reat lcvela of economic activity and mtjonal inoome will continue, while 
expnciituro is e8timatd at $41.9 billion, leaving a defioit of about $900 million. In 
1949-50 Treasury d p t a  from income and profits texee are oetimeted a t  $31.4 
billion or 76.6 per cont of tokrl net rcceipta, cle cornyerod to $30.2 billion or 
70.4prcentvf total not d p t a  in 1948-40. The drnstd expenditure for fincal 
1960 in 42 per ocnt of' expundituro in 1946, the peak p a r  of the war, and $4.7 
billion above tho ostimete for 1048-49. Services and benefib to votoran~ and 
intereut on public debt, the principal legwiw of wartime, take up $11 billion or 
over oue-fourlh of total aponditure. Of the eetimated increase in oxpnditurc 
wcid weljarc, b a l t l ~  aud 80(:ur:ty programmee account for $1 .!3 hillion. Aa in 
1948-49, foreign aid is nn important approptiation. The budgct provides $6,701) 
million or 10 per ccrrt of to td  twyemditurc for the intormtional aid programme 
and $14,050 millioli or 84 per oont of the total for dcfcnce expnditurc, as corn- 
pued with 10 and 32 per wnC respectively of thc budget expeilditurc in 1948-49. 
l'hue thoeo two iteme togdhcr acoount for half the bu ut euponditure. To mcet 
the enhgcd  expenditure, it ie p p o e e d  to  raise an-- 3 dltiond4$4 billion from 
highor texts 01.1 corporate profita and on middle and upper bracket persona 
incomw axd from increased gift aud ontotee ha. Expenditure may actuolly be 
oven higher, as oetima* do not includo the cost of providing defence supplie~ to 
Wwhrn Europo under the North Atlantic Security Pact. 

The 1949-50 budgct for the United Kingdom is h o d  on the pre~nieo that in 
1948-49 a " comfortable but not excessive " degree of dirintiation w w  nchievd. 
Ordhury rovonue trud expenditure are placed a t  $3,778 million and $3,308 millioll 
resyectivoly, Iwviug a surplus of $470 million, tw ageinet tho rcmlieed surplur, of 
S831 million in 1848-49. Net erpwdituro " below-the-lino " being placod a t  
W66 milliun,. tho- '' o v d l  budget surplus, &ut .b&ho~ diEemn-btwften the 
totaln of the Exchequer return including both ourrent and capita items, ia 
expected to be $14 million. Expei~diture would have boen even highor but for thc 
decinion to limit the co& of living snbeidia to f4tiG million, which, in consequence, 
htlJ) nweeeitatd increweta in the price of meat, butter. margarine I L I L ~  ckeose. 
h b l i c  exponditurn in 1,he U.X. now work8 out at asbout 40 per oont of the natiolml 
income ea againat 23 per cant in 1038 (uidc Oraph 4). Entimatem of expenditure 
bhis year include f208 million for education twrvicua, $2200 million for health 
scrvic.en, f208 million for national insurance and f87 million for nrrtioual askta~ lce .  
In the U~tited Kingdom, in the dacade since 1038, cr noticeable redistribution of 
incornea, both More mld aftcr taxation, in favour of wage-earners has taken 
place,- largely due to uhengolr in-.taulutiorl and-the, ezkuuim. nf:oocid ecrvjcw. 
According to  the Chancellor of the Excrhequcr, the limit to  thiu process appear8 
to have been reached and it i felt that it would now l o  deairable to concentrate 
on increcuriug the national dividend. 

Them hw lwtn no ganeral reduotion in taxstion, but some reliefs an, given. 
Theae iuolude the abolition of the duty on h11ue ieeue~ of eecuritiue, 
reduotion of duty on beer and table win-, doubling of the initial doprecietiou 
a l l o m c o  on machinery and plant purchaud on or after 6th April, 1949 from 
20 per mnt to 40 per cent. A comprehennive enquiry into the impact of tho tax 
ayatcm on industry and bdnese  ie indicated by the Chanoellor. As s h t  step, e 
oommittee is irr go into the teubpical buea which arioe in wxmection with the 
computation of not trade pf i te .  Tho tax chsoga d d a t e d  to yield additional 
revenue nre (1) the coneolidation of tho existing eetato duty, legacy duty and 
succession duty into a 8ingle levy by aboliehing legacy and tmccreeeion dutiea and 
meking good the loem by an increaso in the rates of tho eatate duty, (2) increase 
from 20 per cent to 30 ptu cent in the duty on football poole end other forms of 
pool betting, (3) incmaaea in some postal a11d telephone clm.gaa and (4) lugher 
duties on matohem and lightem. 



GRAPH 4 

Public Expenditure, Public Revenue and National Income 
IN U.S.A.. U .K . ,  C A N A D A  and AUSTRALIA 
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For 1949 the U.B.S.lt. htw budgeted for a surplus of 30 billion roubles st the 
eatimatd expenditure level of 416 billion roublss,, cre part of the. campaign to 
strengthen the rouble which wee initiated with the ourrenny reform of nocember 
1947. While the eetimatd revenue for 1049 is I) per cont more than iu 1948, exyondi- 
ture in  placed at 12.6 per cent larger than in 1948. The State's share in industrid 
 profit^ ie placed st 36.5 billion roubles while State l o w  amount t o  43 billion 
roublw. Tho receipts from turnover tax and profite tax am expcdod to  It? 262 
billion roublcs and 34 billion roubles mpectively, or 14 billion roublea and 7 -6  
hiIlion roublcs more than the actuale for 194$, on the aeeumptiom tb t  output of 
consumption go& increases by 26 per cent and that profibs rise rra n rosult of 
illcreaeod output and higher wholesale prioes coneoquent on t l ~ o  withdrewal of 
suhdioa. On the expenditure aide, nocial servicm accou~t  for nu ir~c'mrwe of 14 
billion roublca a d  ddence for an i n s o f ,  I 3 b' - %P% - - -- - .  +;to tho e x p ~ - f i i ' x  w h ~ ~ I e + p n c a  anti tar. ' ~ n c e  is 
$wed at  70 billion roubles while sooia1:mrvicea noat 119 billion roubles, that is, 
10 per cent arid 29 per cent respectively of totcrl expenditure. 

The CzechoslovA budget for 1949 ehows revenue at kce. 89,320 million and 
expenditure a t  kce. 89,278 million, laving a surplus of kcs. 42 million, as againat 
the doficit of kca. 8,583 million in 1948. This, incidentally, is the first balanced 
budget after the war. The finances of State and nationaliacd euterprisee and t h w  
of local sutonomo~~e administrative authorities aro included in the State budget. 
The investment programme will cost over kcs. 24,820 million. Of total expendituro, 
the Ministry of National Ddence haa the largoet w e  op pricltioaof kue. 8,368 
d i o n , ' v h i l 6 & e ~ ~  o f t h i  Inte~riGi hw ka. 6,185 s o n .  Thw, tho smmity 
cervices take up 17 per cent of the total. The oxpe~lditum on ~ocial ecrvices is 
subtantiel, forming 29 per cout of the tatal budgot. Some of the more importaut 
proviniom am ~ C R .  8,6611 million for edi~catiou, kce. 8,183 111illion on social wolfare 
end kca. 6,636 million on henlth. 

In E'rai~co, aa conapared with the large deficitt, in Government revenu- in 
the immediate post-war yoam, them wae a noticeable improvement in the Ludgeky 
yositiorr in 1948 (January to December). In 1946, expenditure and rocoipts were 
neriously out of bdmoe noceseitating recomae by the 8tato t o  credit from the 
RluJc of Brwuv, Ry, t4e qnd. ,of lls47. #o o r d i n u i r y . l b u ~  n e a r A y = b l ~ n d ,  
but edmortrsordinerg ~nvestment erpodture could not bo fully covored by loa~w 
and other non-inflatio muarm. In 1948 an effort waa mnde to cover a large 
portion of the " eranary " erporuiitare also from tax revenuee. In 1048, 
public cxpenditm tublled h. 1,696. billion including Bra. 483 billion on 
reconstrudion and re-equipment. Budgetary resource8 amountd t o  Frs. 1,021 
billion whilo internal aud extornal loans braugbt Fra. 658 billion. Advanacs from 
tho Bank of France were only Fm. 17 hillion, a coinpazed with Bm. 119 billion 
in 1947. Tho generd budget for 1M9 ia balanced st the expenditure lev01 of 
E'rs. 1,260 billion, including Fm. 760 billion for ordinary civil expenndituro, 
Fm. 160 billion for ~ c o m t m d i o n  and re-oquipment, and h. 360 billivu for 
defence. Ti19 jnvoetment but$@, gs disfinct from. the gonead budgot, elowe 
expendittam at fi-490 billion. &I thie mpendituro is covered by t a x a  and loam. 

In Canada, for the yesr ended h h  1949, revenue waa estimated to  total 
$2,724 million a t  the then existing rates of taxation while expenditure wm 
pla~wi a t  $2,176 million. Tax reliefs were given in respect of pmonal income tax 
and encceesion duties, ptvticularly t o  bermfit tho lower income groups, and all 
items of food hithorto subjoct t o  a lee  tax werc exempted from the levy. lb 
Dominion tax on ontert6nments was withdrawn. !L%e tax cl~angm end tariff 
rdudionn involved a 11et Ioaa of $60 million, thus d u c i n g  the pmspcctive 



aurpl118 from $349 inillio~l t r j  $489 million. Actually revoliuo amounted to 
52.7tjt3 uhillio~~ u11d cxpe~~&iturc wae $2,293 million, leaving a surplus of$S76 
m~lhon, i iHU million more than e~tirr~8lcd. Tht~ budget e~timate for 1949-60 placers 
expenditure &I6 $2,390 million ar~d revelluu, after proposed tax chauges, at 
$2,477 million, Ieaviug o surplus of $87 million. Tha highcr expenditurc in 
1949.50 iu accounted tor mai~djr by u rise in ciofencc! cost&, and e~timcbtes of 
$50 millioxl in colucc.iiolr with h'ewk'orludland'~ elltry into tho Confedoration. 
k o p o s d  tax redudions amount t o  SY(iD nlillio~r. Tho main tax changes arc 
(1) lugher pcrlroml income tax exemptions &rid lowcr illcon~c tax retcu urldcr 
which tkrccl-qu~rlorr; of taxpayexme will pls~; orlly 15 per cent on tsxnblc income. 
(2) reduc;tion in cornoration incoinc tax ratc on firut $10,000 of income from 

, ...- +.-. a -  -., $6 p r  mnt ~ . ~ . u o ~ ~ t m r t ~ i ~  iu ?hct 
:3O pcr cent, t'li'33 per c+nt, ' h a d - ( w e e l  04 e 

Tlir? du~tniliall budget for the year cndd June 1949, besidce reducing direct 
taxation on lnmt ca.tcgoric.ls UI baxyttycm, l>roviclt.8 ior increawd uocid wrvic:c hnc-  
fits. Actual rcveuue for 1947-48 wae SAM7 million tvllile exponditurc: wme $8455.6 
million. Por 1948-40 exye~ldil.nre 18 placed i b t  CAZSIO .G million wl~ilo rcvenue is 
eb~~imrtttxl at SA492.9 million, and tlic ddccit oTLl17.7  nill lion, attributable ~nainly 
to capitcrl outltlyn, i~ to be fil~i~t~ccd. iroii~ t,l~e LOBII B'und. l l r c  inair1 tax chingee are : 
(1) reduction iu the flat rate of tax on comj)aiuee Iron1 68. to  58. in the SA ou 
tho Jirnt X.A6,000 uf taxable income, (2) rd11ctio11 in r&&u on the first W , O W  
w ~ d  X,ti9,000 of incomes from 91-oporty nxid yor~ond -exertion w t i v e l y  and 
raising tho limil. lrom f:A5,000 to L40,000 oE income lrom p e r s o d  exortion in 
excms of which the ceiling rate appliw, (3) ~cductiou in oxcieo duty on matchea 
and (4) cuts i11 enlee tax ranging from 10 tcb 25 per cwt. The t o t d  c a ~ h  exponcliturc 
by way of eooial service henofit* iu ~ t i n i n t c d  nt  EASB.5 million as cornparod with 
£At58 .ti mi1lio11 ill 1!)4.7-48 arid is rnet :IS usrtnl i i . o r r ;  t11c National Welfurc Fiind. 

The X'ew Zcaliuld budget for tlu! year oldeied March 1940 places totel 
rercnae of the Uari~olidntcd Fund ot SPu'Z 114. &7 niillion a11d expenditurc: at 
SNZ113.57 nriliiou, thc bs1ui~c.o of XNZ1 .2!1  illion ion baing providcd for 
~upylementnry t?~timn.tibs arid r,c)iitiu~gc~lt.ic.s. Tkc: vast of socid services, 
aparta from the t.ranqfer of' ZxX;r) ~llil1lOTl to  tsho-llo(:ial -soc*ity 1h11d, i~ 
ylur cd ;it SXZdl .79 ~~Lillion, innrvnuo 01 X X Z f .  26 million over 1047-48. Tht! 
rovenule and expc.nditmo of Lko Sooiul Security Eil~lcl an, estimated ut gXZ45. 1 
nlillioll and ExZ4!2.7 tnillioil req~or.tdvoly. TJIO dovdopmeirt programme is 
catinlatcd to c o ~ t  mZ33 million in 1948-40 i ~ s  against SNZ2.1 m;liion in 1947-48. 

lThe budget for tlrc ye:tr andcd Marc11 1'340 of tho Elion of South Africa 
81~0-m a smdl fiurylue of f8AO.7  nill lion at the estinlatsd c~pend'lt~u~re of 
f SAI 30.6 million. Rcpetl d surcharges and iniwnscd rcbatcr; on ilicome t.ax, 
reduction of tns  0x1 gold miuc8 and othcr 1:sx rorni~siol~r irlvolve tc rccluctioii i l l  

rcve~iuu of E8A6.P millior~ bringing down csti~nri.bcd revenue from ESr1lf;i. A 
millic~ll t.o E8-4131 - 3  niillion. '?he rovi~od o ~ t i r n ~ t ~ r  cfisclmcfn~m~n!hiargcr UIIP~)III~~ 
of frYA7. ti xnillion, w i t h  I cvcnuc: a t  SS-A. l-l.:I.J: luiJlinn and' rxl,erdit.nri. d. 
ESA135.8 million. Thc incrc:tec in revttuuc i c ;  mailJy n.i.tribntablo to  Iargcr rect-ipIs 
under c~wtoms  rtlld inoomc lox. I'hc hudgc?t f0.r J.!Jl9-Afr ~dctcc?s revcnuc-, nft.cr 
t d i l ~ g  into account the proposed Lox nhu~~gi!s, at tt;L3An139.CS  nill lion and 
eaperiditm ht Sf8A140.0 million, leaving a doficit of fS,W. (i million. 3ri.nor 
col~cessions nrc given in resl.tec.t of phxtation~ alcl cortain pelleion furid 
c:ont.rihotions. In the iintcw~tb of gold mining indnlrtry, ocrtain auutoma duties 
are tc:ml,urarily suupelldcd. Tile additional impoRtx are a 20 per cent surchsrgc 
on lrorulai (111d super tax end the tax on 8hipping and ~ircraft, which are cxpectcd 
to yield S A 1 . 9  million. 
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An regnnls the Uominion of Pakistan, thc revised eiati~nate far the year o u d d  
March 1949 places rereuue receipts a t  He. 68.70 woroL1 M against He. 52.1i4 ororcs 
in the budget eetimato, the incrcaso in revenuc being due t o  Inrger recuipts nndcr 
cuetoms and excise as a mult of Iaqcr imyorta and Ihe ercitw duty ou cotton cloth 
impomd during the ycrtr. The reviwd cslirnato of oxpen&tunt for 1048-40 is higher 
by Rs. 5.78 crortls a t  RRR. 68.27 crorcs, the ddi t iond orytr~iditurc b c i ~ ~ g  ~utlinlp 
nttributsblc t o  larger intarcal payluents 011 loane floated, grant of intorim relief to 
staff ond largor oxpnditurc on defence setvicea. 'l'hua thc yoar 19-18-49 is cxyectwl 
to close with a auy l~ l s  of Ra. 43 I s h e  tw against lit. 5 lnkha anticipntcd in the 
hudget. The budgot for 1049-60 p l a w  revc~mc at  Re. 70.26 (:fore8 apd expenditurc 
a t  h. 69.26 orom but, after t a k i ~ q  Llto account the wet of imylemouting the 
recommcndatiom of tho Pay Comnnseion, them is a deficit of Rs. 3.01 crorea. 
Proyosale to make good thie dofioit inchldo higher import duty on mlmufactured 
tobacco, increaaos in the dutios on c igm and cigamttes, rnieing by 15 per cont 
ad valorem the oxisting import duties on silk fnbrice and cortnin other luxury 
i tem,  levy of export duties on fish, comeut and bamboos, imposition of an excise 
duty on raw jute, and c h q w  in some poehl nnd blegraph rates. It ia also 
proposed to a ~ ~ p l y  the import tariff, a t  preferential ratos, to certain good8 of 111ditbn 
origin, namely, cotton cloth whoee value is more than lts. 1-8-0 per yard, arlifioi~ll 
ailk and cortain other fabrics and tobacco manufacturw. Thwe proposals are 
expected to yiold an udditional revenuo of Its. 5.37 croroa. On t&e o&or hmdj 
there ie a loss of Re. 2. ft0 crom from b x  concossione of whicih the more important 
aro : remision of edo8 tax on maantid foodgroine, fresh vegotablee 811d milk, 
increaeo in the hxtrblo miuiiuum for income tax from He. 2,600 to Its. 3,000, 
grant of cortaiu additional conrwaions in reapect of dopreoiation of machinery 
and plant used in induatriul uuddkinga ,  reduction of the import duty on 
machinery from 10 to 5 per cont and remimion of import diitioa on iron and aoppor 
scrap. The net result of thsae proposals is to leave (I nomind eurplu~ of 
Re. 6 lakhe. 

Ceylon's budget for tho year endtul September I W8 placed reva~~uo at uxi8tming 
tax rates nt b. M1.b million and oxpnditure ut, Rs. 4G.6 rnjllio~l. Xew tax 
propode includd the prof& tar at  20 par cent;, 'with V h  dxum$tion limit of 
Rs. 50,OO or 0 pcr ceut of thc cnpitd whichcvcr is higher, to yield tm e~tinialctl 
Rs. 25 rnillior~ in a full par,  incmrrrto of income tnx OIL cornpanics l ro~n 20 per cent 
to 25 ycr cent, t o  bring in Its. 5 million, higher rat- of estate duty on eatatea 
valued nt over Its. 20,000 estimated to  yield an dditional Ha. 4 million in & full 
yew, and increased imporb duties on certdn itern with n view tore.trjc.ting imyort~ 
of uncascnLirr1 goods and to obtain additional revenuc. The total rcvenue from 
additional taxation was cstimtrtad a t  RR. 40 million. According t o  tho reviued 
elrtimatcs for 1947-48, tho suq~lae is placcd a t  Re. 90 million xt a mvcnue level of 
RR. 519 n~illio~l. Yor 1948-49, revenuo nnd expenditnm aro placed at Its. 5 a . 8  
lxLillion and Ib, 630.3 million mpctivoly, leaving .a auFplun of Rn; 4.6 lailiio~~. 
(:ert.ain di.orationa jn import dutitm ruo proposd with negligible effect on revrnuee. 
There are no important tax cha~lgc~. Of tlw total revenue, 1Ce. 470.0 million or 
88 per cent ia from taxation. Of the tax revenuc, dire& t,l~xca co~ltribute RP. l l3.7 
million or 21 - 3  p r  ce~ i t  and indimct tax- Rs. 366.9 milliou or 66.7 per !rent,. 
Tncluding the proposed espenditu~o of He. 146 million from Loan FIIIL~A, to td  
Government oxpcnditure in 1948-49 is placed a t  RR. 675.3 million or about 36 pcr 
cent of gmse nslional income. Of Cho exyon&tum on current acco~ult, the major 
itc-rns aro fiocinl services Rs. 243. L million, devclopmellt of nst.iond wealttll 
Rs. 59.1 million, uLiliBy uervices RN. 8ti.4 million, mdminintru1,iorr 'Its. 49.7 million, 
pubkc: .deb$ R~,,..33. G ~uillioq an$ p~nsivrw He. 28.7 .mUiqp. 'l'ho..~propristian 
for tiefence and oxtnl.arrl ntf:bim is only RR. 6.9 million. 



14. PUBLIC DEBT 

During the yenr under review, reduvtion of pnblio debt wae en objective of 
Wal policy in several major oountriw, although the moaeurcr of debt mtiremout 
effectod ahowod coneidor&ble variatione. There were also uome chugoa in the 
composition of public debt, thu proportions of Ilenk-held and floating dobt to total 
showing a doalins. 

In the Udted KLllgdom, during the year m d d  Mmch 1049, a recluctio~l of' 
E463 millio11 w&e effectod in thu mkionel debt.-The v v d  budget eurplus of 
$362 million and the yq~lication of f107 million of the e k h g  prooeoda of the 
M&rshd Aid npecial account to tho redemption of short-tom debt m d o  this 
reduction peiblo. Totd oututandh~g debt at the end of March 1849 was f,2G,lC18 
milIion aa c o r n y 4  with f25,621 million at  the end of Mnrck 1W8. Of the total 
debt UB ou 3lrrt Murub, l!W9, intornd debt aggregated t23,671 million a ~ l d  external 
dobt $1,607 million, the corrcspox~ding figures w 011 31st March, 1948 boi~~g 
$24,066 million &nd $1,655 million rercpttotivcly. Tho total flocrtiug debt was 
reduced by 2648 laillion during the year. On 3lst Narcll, 1949, floating debt wa6 
ES,897 millio~r, comprieing -3 million Ways and Moans Advwrcw, ;El,14ti ulillio~~ 
Treagury Deposit Receipts and 32,418 d i o n  T m i ~ r y  billa Out8tcrudb1g~ of 
Trweury hills and Trmsury 1)e:pueit Iteceiptu deomaeed during.1848-49 by E492 
millio~~ cmd f 166 millio~l mpectivuly wLilo W a p  and Meals Advance8 wore higher 
by $3 million ae a.gainst dccreuct of £272 million during the proviou~ yoar. 
Jt may be noted tht the groportion of fiobtieg debt to fotd debt docliud f io~u 
27.2 per cent at tho end of >Itarch 1047 to 26.5 per cont at the erd of March 1948 
u d  further to 23.4 per cont et  tho end of March 1949. Total outstanding debt at 
the end of March 1049 works out at 280 per cent of national income for 1948. It, 
has bwn an~~ounced that the S714 )nillion 24 per cent National War Bondn, 1 W1bFi l 
are rlot to b6 redeenlod on let Aug~et, 1949, tho fimt ~odemption date. 

In the hual yew elided Juue 1949 tllc. reduutiou in public debt of tllo U.S.A. 
ia eati&i&ttrd at - $0.7 billion,. ar, aomparod with $11 r 1: billion ia 1946-47 a ~ d  
$6 billion in 1947-48. Thus, thc tntal todnc%ion in debt wsa $27 -8 billioit nR 
oo~npareci with the pcak of' $279.2 billion at the end of Febmaq 1046. Fundn 
for reduction of dcbt h&ve come from Treasury nurplu~s end o drawing down of 
k u r y  cash halanc8s from the high lev01 rt%ched in early 1946 at the olld of 
the Victory War Loau drive. As crt the ond of Docember 1948, total yublio debt 
wlle $252.8 billiou of which interest-bearing public doht war $260.0 biUior~ 
compri" spwid iasne~ of' $31 .7 billion, marketable public: ismuw $157.5 billion 
and non-merketablo public! iawteu $61.4 billion. Thue, aa oompamd with tho peak 
in February 1946, the reduction in marketable debt wecl $42.3 billion or $14.7 
billion more than the Mductian in total public debt. - ..i I 1iiiic; i . O I . . -. \ . .- - - 

In working out tho debt retirement progrcunmo, the T~WBU$ and tka Federal 
Reeerve Authorities have, by mutud qrwment, followed a poliuy, eepwially 
uince mid-1947, of redeeming iesnee hold by Federal Reeerve Banla so aa to bring 
down bank deponite and bank reservee. l%w, during the heal yenr 1948, about 
$6 billion of eeouritiee held by tho Federal Reu0rvo were redeemed for uash, whilc~ 
other investor group6 turned in about $3.4 billion of maturing issues for c ~ h  
redemption. The U.S. public dobt now worh out a t  about 112 per cont of the 
national income. The oomputd annual rate of jntenmt on outstanding interest- 
bearing public debt W&B 2 per cent, 2.11 p r  ~ e n t  d 2.18 per cent at the end of 
fiecal para 1946, 1947 end 1948 reepectively and 2.22 per cent e t  the end of 
Ihmmber-1948. Total public debt at the end of fiwd year 1Me iu tretimated 
to rise by $0.36 billion over the astimeted totel of $MI .6  billion at h e  end of 
Jul~e 1048, thw reversing the tre~ld in w e n t  yam. 



In E'rauce, internal dobt rose from Frs. 2,118 billion on let .January, 1948 
to Frs. 2,403 billion on 30th September, 1948, and fomign dobt from Flu. 381 
billion to Frt3.700 billion. Thu~, a~ at the end of September 1918, total debt 
stood a t  Fra. 3,103 billion. 

The total public debt of Auetrdia se a t  the end of Juno 1W8 waa EA2,79U 
million ee @net EA2,767 million at tho olld of Jude 1947:'Of this s~lroullt, debt 
&emable in Austrdia wae EA!2,362 million and ovttrwar, debt U488 ~llillion, tho 
corresponding figures for the previoue yoas being U2,3%3 millinn nrld ftAW4 
d l i o n  reapcctively. Of the total, Commonwealth debt wu EAl,H25 miUio~t arrd 
Statee debt wee £A966 million. Public dcht nu at the end of .lme 1948 was I7  l 
p r  cent of natiolzal income. A u u a l  iirtercmt liability 0x1 t h h  debt wae EA82.3 
million or 5.03 per cent of national income, ae campnred with EA46.2 millioi~ or 
5 . 7  per cont of national income in 1030. Of the internal debt, SA2,002 millio~l 
formed funded debt which showed an incrcasc of EA79 million aver tho pr~v iowi  
year, while floating debt d e c m a d  from a 4 0 0  millior~ to EA350 million. 'lhrirrg 
the year 1947-48 four cash and conversion loam totcrlluy~ U l 5 2  million were 
m i d  irr Awtrds, all at tho rate of 3f per csmt ima at pm with iTiutlfifti8~ fmln 

- 

1966 to 1W. In addition, two loans were rciiwd in T.ondon, one for g12.9 milliol~ 
at 3 yor ceut due 1983-65, tho issue price biy 984, the othcr for $10 million ut 
3 per cont per, due 1904-60, for converaiorr of London loam totalling £32.5 luillic~l~. 
Of the balance, $2.6 million wtrs rcdoemed from the Sinking Fmld and X7 ~ n i i l i o ~ ~  
wtw transferrod t o  Au~tralia by funds providod by the (:ommotlweulth Hanh 
wlicah m i v e d  in oxcbange wouritien redecmabla in Australib. 

The g o s ~  liabilitica of the Dominion of Canada as on 3lst March, 1949 arcA 
o~timated a t  $10,947 million of wkioh grow dire& hndcd dobt uutsta~~ctiltg (includ- 
irq depwit certificatm, Troamry bills and the estimated rcfundablc portiori of 

o&-tex) ,&mounts .to $IG,G8Lmillion : $he. wmwpondh~#  add^ at  Ihu 
t;=o'&nrch 1 0  rsn 117.197 million and $16,957 million mpmtivclg. &ring 
the ycar under review, the net, retircmont of funded debt ernountn to  $372 inilliorr. 
while tho tioating debt ha8 mnlaincd unchaugd a t  $469 millioil. Of thu  to td  
funded dcbt, $16,278 milliorr or 98 pex cent ie p q b 1 e  ia Uanrdtr tw compared 
with $16,760 million or 98.7 per cent a t  the closc of the ymvious firia~icid ywr-, 
while the rest i~ payable in h'ew York or London. Ae on 31 s t  Merc.h, 1949 tlte 
o~xtutending debt ie 132 per cent of national income. The averhgo ratc of intorcs~ 
on the Dominion'e Clim~% funded debt outstandir~g as on Slut Maroli, 1449 war:, 
2.64 per ccnt compared with 2.06 per cent at tho cloet, of the l a ~ t  timl year 
and an avernge mtc! of 3.62 par cent u on 3 1 ~ t  m c h ,  19:3(1. 

.AII mi '31 dt ' lbob,  1048 tbe New %%land pubfB db~e-iiiTud'iwizTb 'funded 
clelbt of the 1914-18 war on which ptsymenta llnvo boeu aueye~~derl sin1.a 1931) 
i r~rludillg ENX56  nill lion floating debt in the form of Troaeury bills, u~uountml lo 
EKZGOB. 88 million. An important development during tho finax~uial ywlr 1947-48 
was the reduction in the ovom88~ debt by ENZl4.20 milliou ohictly oa n rosult 
of the reyayluent of the 4+ pet cent London Loan of SNZ14.03 dl l ion matured 
oil I H ~  November, 1947. Of the b tn l  public debt of PNZ598.88 million, internal 
debt waa XNU94.11 million and the debt hold in London and Awtrdia w w  
ElO3.99 million and a . 7 8  million reuptively. Wring 1048-49 the conve~l.siou 
offor of e Lorldon Loan of m 2 4 . 0 3  million into a new 3 per cent Stock 1966-68 
c~f SNZ20 .OO millicm effected a reduction of $N24 -03 millioq in the ovormaa debt. 
Thie kenscrotiom for the Bref ti- In twenty-five yeam redtiwid the-a"v3mm debt 
in London below ENZ100 million end considerably l w ~ n e d  the hmvy interest 
c.ommitmanta wbich have been e ohargc egsinet the export credit8 for a long tinre. 

Ttie oututanding delht of the Uniou of South Africa rw 011 31st htorc*h, 
194% wnu $NAB09 million, of whitdl f8A219 rnillioa ww invt:~tcd in t h t  South 



African RRilways ulld T3arlours Administration. During thc year 1947.48, cxternel 
debt dcmeaaccl by n firnall amouilt and ~ t o d  at. HA13 million. htcrnal  dcbt 
incrowd by %A 14 lnilliou nnd wee S8AG05.5 million, including 3XA11.5 
 nill lion in tho Si~lking Fund. AH on 3 1 ~ t  Mar(?h, 1940 -the outstauding debt wae 
&SAG69 million. Diui~tg tho yc?ar 1'948-4'3 thorn wau o f~trlhox emnll deolirio in 
extcriyal dolrt ,~vlvllilc internal debt roae by £SASO. I million to BA646.6 million, 
i~lclilding PSAIZ. 6 millioli ja tlic Sinkirg Fl~nd. 

In tlio Doinillion of Pnkislnn, the first sc t ic~ of loom wcrc floated on 14th 
February, 1948 ia  i l ~ e  forln of (i) 2$ pcr ce11t L o u ,  1053-64, (ii) 3 per cent Lotxl, 
1960, (iii) 3 JK'P (8ci1t Loan, 1968 and (iv) 13 per cant hcome Tar  Prcu! Bearer 
I3onrh, 1968. The tolnl wbsc:ription rwcived for tlle~a lonns wl~icli we1.u closed 
on 30th Septcmt~r,  1948 wlo~~ntod  to  Ri+. 49.07 crores. 3)i1e t o  fuur(,he~* demand 
tiom institulioul investow, thc following lonnw wero ieeued on 18Lh October, 
1918, namely, 7i) 2: per cant J.oeu, 1066-50, (ii)w pnr-ocnt Jlorm,-l$68-(lU, cmd 
(iii) 3 per ccnt Loon, 1963. Tllo r~ulscriptions to  tho first-two lotus which closed 
on tlle tsibmc day amounted t o  HH. 11 -85 cromn end Ra. 0.76 croree resyeclively, 
while the third loan which rcmuimd on tap for some timc hrought in RR. 2.80 
c.rorc?rJ. Tolo1 eubscriytimls t o  Guvc?rnmuut of P a k i ~ t u  lonw thus unlounted to 
Er. 70.57 crorcH, of which 1.b~ ~ c l n o u ~ ~ t  ruisnd in 1948-49 was Hs. 21 -60 croree. 

13. FINANCE FOR RECONSTRUCTION AND DEVELOPMENT 

Tho balnuoc of p i ~ y m e ~ ~ t ~  difialaltien o f  moat aoontrius since the eud of tho 
w u  haye bwg ql.owly interlinked with the need for rwonirtruution nnd dcvelop- 
rncnt. In the yctar under review, the inai~~uratfon of -the European Raoovery 
Programme was a significant rccognitio~i of this fact. Thc purpoao of the Programme 
was to antry out ~y~tel~laticnlly Holiie of the funbiuerital raadjustmenntcl bl~at werc 
bcgiajng to lappear rrecczlllhry in ar key ~ector of thc world eoonumy. By its 
lnagsitude it- dwarfnrl tho uotivitie~ of the othtw ageucien algnged in long-tcrn~ 
interrrrttioilirl fi~ior~oi~ty rind tranefor~nwl t11c ontlook for the fi~tiare from a state 
of coruiderithlo ~utlpticivnl to one of sober co~~fidtulce. The Internatiorml Bank for 
ltecoaetructioi\ inld l)ove!opnrent, which wns thus relieved to nome cxtttnt from 
ih rcsponaibi1it.i~~ ilk IVostcnl Eoropc, f'oand itsclf in a bctter poaition to give 
asnistaneo to i~ndcr-(ievelolwd conntric~. Howc vnr, as the y e a  prograscd, the 
col~victipn h@ grvwrl that yndevelo ed Corritories in Africa, Aeie m d  Latin R America lit0od in greater i l e d  of tba nicd s k l l I . ~ r ~ i d ' ~ & ~ ' b b i l i t y  than of 
mere fi~lcrr~co, e11tl gave ria(: l ad  dn~lunry, t o  thc Point Forlr Progrelr~me of 
Yresidc~lt Tn~man. Ual-ring the United States, which continued to  he tho mibin 
smrcc of fmaurc for n:conslru~.tio~~ eud development, thcrc wob: only au insignifi- 
cni~t flow of capitill Cort,heomiry f~wrn any otlrcr couutry. 

Tho idea of a Euroycan ltccovery Programme, iutogrnting aeaisttucc from 
tllc IJ~~ i tcd  Kttltc~ with extennjvo rueawlre8 01 self-help and muLual aid, wnR first 
put forward by the 1J.S. Sacretary of State, Mr. George Marshall, towards the middle 
of 1947. The asvistnnw from the United Staten was to be largely in thc form of 
free grsnta but artly aluo ~ J I  tko fqrru of loantc. & filrtb anco of the scheme thntl 
initistnd, the A. Coiqrea~ wn c v b d  upon '6 a%pa&! $$#@ihfie of aid to  
Europe which, over the pc r id  l ~ t  April, 1948 to 30th Junc, 1962, was etrtimated 
to require $17 billio~i. Iu April 1948, the Congress rcapoitdd by paseiug the 
li'orcign Aasistancr: Act and eothorisillg au oxpcndilure of $5. S billion during the 
year e n h g  2nd April, 1949. Of l l l ia  ~ ~ u u u l ~ t  $3 billion wnB to be provided out 
of the budget ~nrylua for thc yonr ending Jiinc 1948 and $1 billiorl from thc budget 
for the next year ; hi adrlitioi~, thcrc! wan ~ r l ~ o  to bc made availrrbb a num of 
$1 billioll f r ~ m  poldic. debt tra~mnctionb: i'ol- the parpone of making lonne and 



gunranteen under the hogrnmme. For edrnini~tering tlre ; ~ u ~ i ~ t a n c o  in comultotion 
with tho membertc oo-operating in the Progmmme, the (:rmngrm~~sct up a body 
called tho Ecouomic Co-operation Adminiutration. 

Meanwhile, thc rcprcecntativue of the ~ I x b c u  Earopuau co~mtriee which 
prtieipated in the Pnrifi Confcrcnco in 1947, nand of Woetcrn Cermany, met again 
iu Parie and ~igned n co~lvc~ltion r~ct~ting up thc Ognliinntion for European Economic 
Co-u~~eration to act RH tho CO-ordinator of thcir is~dividuei 1)rogrammeH 
and for debling with tho ECA. 'Chc 8ignr~toriwi to tllo agroome~~t uuudertook to 
dovelop produution in their metrnpolitnn end ovarucrre torritorice, to draw up 
programmes for the prodoctitm s11d exchange of commo&tics and scrvicoe, to 
libernii~o rcstrictioris on their Lrede tmfl pirpcnt-tl in order to  ~trengthen tthcir 
econolnio links, to aoutinuc to explore crve~rueg oT ooonomic: co-operation through - - customs  union^ or anslogone amaugomentm, tu o ~ o ~ i t h ~  2ibtions in ; "= " .- - 
tsuhieving a aptem of expnnding multilateral trado, to mah~taiu stable omenciee, 
and to make full nee of their available man-yowcr. Lator, the participating 
coimtries signed with the United Statccl acparatc biletcral agreements intended to 
promote the general objectiven of the plnn for Emopcan rocon8f;ructjon and, 
incidenhlly, to facilitate the trrrn~fer to the TJnited Statca of strategic cornmoditics 
roquired for stockpiling purposes. The Anglo-1J.S. zonc of Ricatc waa euLscqncntly 
admitted as tt meruher of the OEEC, rniuing thc ntimbot of thc countrice 
participating in the EICP to nineteen. 

Undor Ihc programme of nssietvtenc:c:, upto B l n t  Ifarch, 1849, the XCA had 
allocbtd. u ;totaLmounL of. $3,980 million iu the form oE grt~nts t b d  $g73 million 
in tho form of lo:*nu. Part of t h ~  grants alloaatcd to  noroe of fhe conr~tries wa8 
conll'tio~~al on their granting t,o other participating countries, who aro dcblor~ 
to  the former un currc~lt ctccoirllt, drawing rights in thcir own cunvl~cics, cquiru- 
Icld to  the crrnolult of the grant, i m b r  the Tnti-a-Rutupcan Ptrymcntn Schcmc, 
dotails of wldcl~ have been givon in parts 10. Tho c!llocntions l;o onch partiaipating 
countxy, roprosenting tihe a n ~ o u t ~ b  which it had h a n  informcd i t  could ixuc during 
t,he period, and tho prouuwemex~t nutl~trieatiorr~ i~fiitcd agHjt~:f, t,l~t?~e, mpre~erlting 
the obligations inc~tned by the ECA for the procnrcmont of ~npplirr~ a11(1 ~ervices, 
ere ehown in the Trtl~lc bclow. 

Iln millium of U.R. dollm) 

A~wtrin . . . . . . 328.7 . . 230. L 
Ib!gium-I.c~~etnbn~~rg . . . . 14'7.2 5!1.5 10!).U 
1)enmttrli . . . . . . 72.0 31.0 102.0 
Frluoa . . . . . . . . 860 fi 172 .0  1,072.a 
G u n w ~ y .  Hiro~ru . . . . . . .. 412.6 . . 373. X 
Qunutmy, lpwncll zone . . . . . . D.5 4 . . 89.3 
( : m o  . . . . . . . . . . . . 17G.8 . . 171.1 
lnoh~ui . . . . . . . . 7 . 7  2 .  3 5 .8  
l mlanci . - . . . . . . . . . . 89.0 76.9 
IL%ly . . . . . . . . . . . . 318.9 (i7.0 578. (1 

. . . . . . . . . .  S&herlanclw :i2D. I dr-l'M,ii '- - 408.3 -- 
Nomrsy . . . . . . . . . . 47.8 35. U 82.7 
Sweibn . . . . . . . . . . JN.4 22. 0 32.3 
Tricela . . . . . . . . . . . .  13.8 . . I!! 0 
~urkoy . . . . . . . . . . 8.7 3x.n 13.9 
United Kingdom . . . . . . . . 1.003.0 313.0 1,219.8 
lot81 . . . . . . . . . .  . . 3,980.4 973.3 4,770.0 
E'ortugal . . . . . . . . . . No aid ww mquentcrl. 
S\vitarlnod . . . . . . . . . . t. t 

* Cornprim &a:t flan:a (nxaliitii~~~ 11 surl~ of $11 . P  inillio~l tiole c.u~muo&Ly m r v o )  ruld 
oouclitional aid. 



I .  J. ho cnLire. it~nolr~lt allottd for Hici d u r i ~ ~ g  the firat year of the ERP was 
oxrc:cllcd orrt lrrnoug iahc purtic!ipati~y counfi'iea and a lnrm of $4,770 milliou 
cnommit,ted in q~ecific: pmammeut anthoriwtio~le. Of the total prmunment 
~nthorinstions (for conlmoditiee only) $2,822 million or 65 per cent of the total 
wea in respect of purohwtw i r ~  tho U n i t 4  8tates and the ~.mnainder, $1,638 millior~ 
or 55 per cent, w u  for off-&orc purohtww. A good portinn of the off-&ore puruhaaos 
ivaa from C R d  which reccivtcd $699 millio11 ; and the EHP countrica themselvo8 
wupplicd goods worth $188 million, while Latin America provided goode worth 
$442 milliolr. h i d  al~i~.)rncnt~s, di~rirlg thc year, repmnting ECA exl)onditurta. 
ntpylcmeilted by lnovcmcnt ropo~ts from 'CJ.H. Government agencioa, amolrnted 
10 $3,047 mi I ~ C I I I .  

- --A 
A- - - -a 

- . =r,ra&3atfQqfi1~ t 1 ~ h ~ 6 ~ ~ m ~ ~  
t,he form of loan8 sa distinot from grcnlb during the fimt year of the ERP, thc 
ECA hnd to give carcfr~l oonuideration to a wide range of factom inoluding tha 
capacity of the recipient oountry to repay the lolsns. It was felt that Portrrgal 
and Hwib~erlnntl wore in o podtios to pay cash for thoir importn of goods and 
nervices HUCI that Tmlnqd, Lrelmd, Sweden and Turkey eho~lld receive their initial 
irllocations entircly cn\ o loan basis. On the other hand, it wan decided that Allstria 
anti Crooce aholrld receive tlesistanoc entirely by way of @ante. For most other 
c~ollntricsc, thc mnjor part of tho aid allotted for tha firet year was to he given 
mainly on s grant hasis with a portion of the eesiutnnoe on a loan basis. The Free 
Territory of Trie~te IVILR to rooeive a11 assistance provieionally ~e H grai~t. Aa 
rc*jpdrl fJRrIh:(~nx tho a~~li*nee w X r 8 1 1 b j ~ t ~ ~ ~ i l f i 6 ~ f  IgSt&mWacl-might 
he dotermirleci by tho pcnce suttlsmcrnt. 

Sinoe thtt decixio~rs or1 t,ho alloo:Jion of aid rtu hetwsen looris and grsliln took 
ae~ount  of the cliffereqccs in the shilit,y of vlrriorln aoantrim to repay the l o ~ n s .  
the tarmw of re.p:yment havc been placed 011 a l~niforrn hesirr among the horrowrng 
co~intriew except for soma vltriatiom in tho ~chedults of anrort,imtion. The loan8 
generally huve rr rn~t,nrity of 35 ye- and n m y  an interest rate of 24 per ccnt. 
Keoog~~iei~~g tho nccd for allowirlg a period, even after tho NRP, during whirh 
no psyma~ttc on principal should be required, in order that the moipient countries 
might rnak,ChFho adjlletlnents neceeeary to enable -them to  b in re ying the 
Inanx,*thb loan iprcements hXv4 ke'ne'inY y u o ~ i ~ ~ ~ i  i ~ r ~ r i ~ i s ' m i ? n t o  - 
of prinniprrl t11 1956. The loltn agrmmmb have nleo pmvidvd for discumion~ on 
pi,st,poncmant nt' int~rettt or principal ptryment~l in the ovcnt of adverse cconorn;~ 
rondition.~ or for any other reason, and, in nnme cams, oven for repaymot~t in local 
currency a t  tbn agreed exchwlge rntc. 

Tho Foreign An~i~tance -4ct introdutaad ;I uew featuro in international 
liua~lcing by rcqniring all couutries receiviq aani~t;rllce in tho form of dollar grants 
l o  krop, in IL speainl sooount, load currency deposita equivalent to the b~anta 
~cc-nivcrl. ' r h ~ u c  funds might be hdd  or u s d ,  by agreement botwoen the count,ry 
c~oncmnled a d  -tho United-Nbh~ for-purposeus 06 intt,nmLmonete~. rad finallcia1 
fitrhiliniition, utirmulation of prodoativo activity, exploretion for and development, 
of new eources of wealth and for uitoh other expenditurorr &R might be deemed 
csondetent with the purposes of thc! Econo~uic Co-operation Aot, inoluding the 
itdtr~i~liekt~tive expeudituroe of tho Ihdted S t a h  in the local cnrrenoies u~oidental 
t.o operatiorrs uuder tho Act. 8ovcraI oonntrim took dvantagc of t h i ~  provision 
and wcnred mletmee of their countorpart deponita, maidy for rctiring Government 
*c~curiticu lield by thoir contra1  bank^ (e.g., the Uuited Kingdom), for finaticing 
projei'ts ~irned at  cxpa~mion of indi~ntrinl and agricultural producttion (e.y., France) 
and for obtaining stot ks of striatcgic materiala. The aooompenying Table shows 



t.he releawa made hy t.he ECA frwm 
April, 1949. 

Country 

.21mtria . . . . . . . . . . 
Vmnm .. . . . . . . . .  
Clermtuy, Bizone . . . . . . 
G m o u  . . . . . . . . . . 
Norway . . . . . . . . . . 
'L'ri-k . . . . . . . . . . 
I!nitA Ki~igdoln . . . . . . 

Tot81 . . . . . .  -.. 

the aountorpnrt depoeits nu on 2nd 

Amount d dm 
(U.S. dollar equivalent 

In milliotw) 
. . . . . . 12.2 . . . . . .  288.7 
. . . .  . . 0.8 
. . . .  . . 63.9 
. . . . . . 22.2 
. . . , . . 6.R 
. . . . . . 433.2 
. . . . . . .  - .A . .  -+ae- . 

An an incentive to new privete (Jpltal from the United 8t~te.s.  whioh. it 
wae hoped, would gradually replace ERP aid as s ~trrble noitroe of long-term 
finwoe to Wml.err1 Europe, the Eool~omic Co-operation Act had authorieed the 
ECA to guurwltee the oo~rveraion into dollam of the Imal o m n c y  iisoome of 
approved new inveetmenta in the participating coiintriw, or of the amortization 
or liquidation v l  such investmente. An amoiint of $800 ndlion wns HBL apart for 
crxponditurc on this account,. However, gnnrnnteen under the eoheme have so far 
beon few in uumbor nnd m c a p  in amnrnt, reflectin tlre reluotance of American 

- - ?  - I . * .  
'f privntt, oapital to ventiue abrood A even~nder  reht,iv~,f,e~o~b~~~on~tiow. 

'[n JRILIIRI~ 1040, thc OREC s~ihrnitted to the EOA a report oovering the 
individrlnl programme6 of the part icipate ~ount~riw for 1940-50, the aecond year 
of the HRP. Thie report entimated the c~owbuld dollar dcfitrit at $4.7 billion but, 
rsc-ommended that, through a more modest ontimlrtc? of improvamenh in con- 
numption abndar& aild e more oo~nplete i~~tcgratio~r of the verious r~ t iona l  plane, 
the request to the ECA might be limitod to  $4.3 billion. The ECA Jlocation for 
tshe previous year was $4.95 billion. Tho euggtmtiont~ of the OEEC wcrc accepkd 
by the U.S. Cowreas which ruthoriscd in April 1949 $1,160 milliou for the period 
3rd April, 1949 to 30th Jute,  1049 and $4,280  nill lion for the period 1st July, 1949 
to 30th June, 1060. The ECA hae fixed tdntntively the dlocat,ions to  be made to  
cnnh of tho prhipating aounfriee. - - - - -  - - .*cr * -  

.J t~dgi~~g from tho magnitude of the recovery in induntrial and ngrimrltural 
prtdnot,im in E~zropc, thc nohieveinentn of the ERY iu ita first year are nubetautiel. 

, n some Rduation inorpaned in every one of the ~ k e t e a r  participating oountriee i 
to s remarkable delpee. For ten leccdi  membcr natiom se R, whole the average 
index of induntrial ~nwdudiorl roee by 20 per ccnt over 1M7, exceeciing in several 
1-ount-rim the peacetime peaks reached ill 1037 : Auetris and Germany. the most1 
damaged cvuntrim of E~uope, achieved t,ho biggmt relativo gaine. The lag in the 
prodt~ctiorr of con1 wcle the vhief obstaclo to #till greater reoovery. Coal production 
in moat countries recorded only slight increaser, in 1948 and, in spite of a striking 
expanttion in tho German prodlintion, the total output remained far hart of 
pre-war. Agcionltr~ral prodiiction hhtrd rel l id uo~derably;  the 1948 hwvsstn being 
in general only ahoiit 10 per uent below tho everago of tho mid-thirties. 

The emergemoe of the ICKP over~hadowed in a aonse, the nctivitieo of the 
Export-Import R d  of Washington. In  view of ih experience in the field of 
foreign leuding, the Export-Import Utuk was, however, o s l l d  upon, during the 
year, to  eot a6 the agent of the ECA in thc loans which the latter made an  part of 
the ERP. In  addition, tile Bank iteolf advanced loma to  ccrtain cou11tTie~. 
independently as well rte in conjunction with private banke. Most of theee 30- 
were a d v m c d  to  the Latin Amerioam Ropublicn either for urp08eB of industrial 
and agriqyltynl d~velopmsn~ or in the form of export om&. -- During 1948, the 



Bauk panted new credib to the value of' $138.:3 million. of whioh about $33 
millioik reprwantcd loan8 for development pllrposen. About 320.5 million of the 
dcvclopnle~it l o w  wna for fi11~11cing akel and iron ore project8 in Cbilo, Mexico 
and Canada ; thc remainder was for the p~~rchnse of U.S. eqi~iprnex~t and fiervices 
for an agicilltural devdoprnerlt propammo iu, Haiti. s rrlyoxl and staple fihre 
factory aud n metal workir~ plant in Chile, tmd a paper manufacturing plant in 
1Jruguay. Tho tmnsrrctione during the year hror~ght thc total of crcdih ar~thori~ed 
since tho cmtion of tho Rank in 1934 to $4,272 rnilliml. Oubtiitirlding lonns a t  the  
end of 1W, together with aroditn not yet diahumed amouutd to $2,1333 ~t~illion ; 
si~lcc tho Rwllc had t.lie authorisrttitm of tho 17.8. Congrees Cu Icnd up to $3,500 
million, this left r~r~committed an arnouut of $9G7 Illillion. 

Tho operolione of tho TntenlsGionrrl Rs~lk for Keco~bqt~rruction and Develop- 
mcnt were diroctcd, during thc yoar under review, morc toward8 the dm ~lopment 
of Backwtrsd arcm aa diutiquiahod from reconstruction of war-torn aco~~omitm. 
After m&ng loens to four Europcari countries in1 1947 for reao!letruction parpoeee, 
the Bank withdrew for a time, as i t  were, from thc Rumpem picturc, dne partly 
to the Bank'n decidon not tu make Imge lottrls to Europe till such time no the 
form and content of the ERP had tnken shapo. However, iu viow of the need of 
ERP countriorc to maintain rrcl high 8 rate of h v d m e g t  cu, wcy! compatible wit11 
monetary &ability and of tho innuficierloy of ERP fun& to moot all investment 
requiromcnt~, tho Bulk docidcxi to rrupplemcnt tho XRP to  thc extent that its 
rosoiirce~ (in the light of the other domandu on thonl) m d  tho credit standing of 
tho EKP counkim permitted, primarily by financiug project8 which involved 
permanent addition8 to  productive capacity. h llccordanoe with thie poliay, the 
Bank grantad in July I948 a loan of $12 million to foi~r Dutch shipping cornpasics 
for financing the plrchase of six merchant veasol!l~. The Bank rcccived from the 
compnnien 24 per cent scr i~l  mortgage notm rnn,tliring in ono to ten years. In  
uddit,ion to the iutoreat on the notcs, tho Rn.11k stipulated the usl~sl 1 per calt 
romrnitwion to Lo set midc in i t w  Special Rwmve and a sorvioe charge of + pct 
cent. 8 ~ 9 ~ .  aftur tho granting. of tbis lorn,  the$^& &&a?. 1 @&on of t h ~  
notes to a group of b & n  in the Urlitcd 8tnb, with its gunrantee as to principal 
a i ~ l  interest, thua using ita guwu~toc powen, for the Grst time. In January 1949, 
the Bank sold a further $2.2 million of the notas. Another Europca~~ country, 
Belgium rcooivad s loiu of $10 million, ibrl 28th Febriirtry, 1940, for financing 
import& of eqi~iprncnt for hhc constn~ctiox~ o f  two steel nlille end (I power plant, 
tho lonn being for a torrn of 20 yearn tend oarrying inferesl a t  4) per cent including 
tho 1 per cent oomrnimion. The Btcnk  old on 28th Mwcll, 1940 11nder its guarantee 
the 3 per cent 1~011dfi of the Kingdom of Ralgiuni which it had received again~t  the 
loan. 

In  tho ~phere of devdopmc.lit. the Bank made two loans totalling $34.1 
nillion to Mexico in January 1040, for meeting. tho fmiyn.;s%ahSnge costa of -  
ccrloin electric-power dovolopmont projods. Of t he two. olio amounting t o  $10 
million ie repayable within ono year, but the Bank htrs underlaken to  consider thc 
negotiation of n long-tom loan for a largor amoiint at the cxpiry of this crcdit 
under certrtiu ciraumutailcw. The dhcr  loon of $24.1 million ie to  run for a pcriod 
of 26 yonts and bean3 interest at 44 per cent including the 1 per cent commission. 
011 thc same terms, Brazil W~LR granted on 27th Janumry, lW9  n loan of ST6 
milljon to wLlist in Iulanc.ing the erparlsion of hydro-electric power facilities and 
tolephone in~talldions in the co~intry. 

By 31at March, 1949 diaburecmenta totalling the equivdeut of $608.8 million 
had been made agai~ist tho Wn&'s tpttll luau o of @O ,l million. Of 
this, the commitment during the yaa. end&z!Cch.  '&g "amounted to 
$141.1 uiillion and diubumementa to $105.5 million, while the corresponding 
figilre~ for the previoue year were $509.0 million and $402.8 million rebpectivaly. 



Tho U.S. bnnk~ to whom the Zllteruatioaal J3ank hud sold part of the n~ort-gaa& 
notes of the Datch  hipping cum allies mejvctl by the Rnnk a.gaTnnt the loall 
granted to them, were paid ti, sum o ! $0. fi million by the companic~n on 15th Juru~ary, 
1949. This represented tho f i s t  rcphymcnt of principal hy c t  I)o~~ower. 

M o ~ t  of tho expen(1itures liuanccd by tho Bank's lonlun werc 111atie in thc 
1Jtlited States, tlllhough cc r ta i~~  arnol~nts were n l ~ o  spent jn ot-her 1.vi1~1tric.s. It 
is  noteworthy U I ~ ,  in epih of tho comparatively ~mnll  vdumo of IOHILH which the 
13anIc htta eu h r  mlrdo, its iilcomc! from them inveetmenta hw heeu ncicquatc not 
only to a?)eorb cxyonscs of organieation nnd of the Bond ieuum hut also to sct n~idc! 
a spoci~l rcscrvc against lmws and  how a net profit.. From tllc bcgin~~ing of i t n  
opcrntionu upto 31tlt a r c h ,  1949, there bae been a rlct profit of $10.4 million 
over nncl above tho $6.8 1nillio11 in its Spccial R m ~ v o  F'llnd which is avnilatllc 
only for meeting tho Bank's obligatio~uc under itu own borrowingcl or guarantca~. 

Ln additio~l to the loalur actually niadc, thc Rank htzs ~inder comirleration thc 
develop~nent projects of a uumbcr of itA under-developed members. During the 
yew, the Uenk seut lllieaions to a lu~mbcr of coi~ntriecl, with technical exports 
from its own staff or rccruitcd elmwhere, to etudy their ocono_ulieJ !o w i s t  in 
drawiug up dovclopmcnt ptogrnmmen' adapted to- their n&e, tb%&eEt project* . 

- - * - 
suital~lo for Icing k a n c d  by the Hal& and to suggwt meuenrea for improving 
thcir financial stability nnd credit standing. A miwion, beaded by thc R a e ' s  
Amitstant Loan Director and includirlg a railroad tcchnicinn, viuiMd the L~lcban 
Union early in 194!) t o  make a first-hand apprnkal of the oconomic and fiiancinl 
situatio~i iu tho uoulltry and to ~ t n d y  tho development propsmmee with special 
p(!fcrc)~cc! to acrtnin railway and rrgriculturrtl projeccta whidl had h n  put for\vxrd 
by t,hc: Government of rndie for tho U H I L ~ ' H  con~idor8t.ion CM thc hnsizl for a l o ~ n .  

As in tho cnsc of thc Tntenlational Monetary Fund, the mcn11)crship of the 
Rank was r i ~ o c l  to 47 dering the year hy the adllliedol~ to a)cmberehip ol'Auet.~.in. 
Thie, cotipld with aertnin djuntmtvute iu the submi ionw.of.a4nw-menrl,em, - p" renrlted in ~ncreanin p; the Uankb ur~lwcribcd capita to $8.33; rnillioa o11 
31st 3Psr::h, 1949 from $8,263 ulillioll a year heforc. Tha Rnttk's n\ri~ilable dvllai- 
remurccra being adequate to rneet ite I L O C ~ R  d l l r i ~  the yenr, i t  did not have t l l ~  

make uny fresh public offeriugs of ite  bond^ in the U.8. market. The Beuk hw, 
howover, succeodd in ctoating n broader bwe for i t  bond issues iu t l ~ c  United 
Statm By ind~laing logidntion in a majority of State8 to mclko ita socu~.itirs legally 
authorised investmcnb for co~nruercial and savinga banks, insnm~uce companies 
and trust funde. It has aleo olhined ruli~lgs from the 1J.S. T r e ~ a ~ ~ r y  that interest 
on ite eecurities ie exempt from jncomc tnx if paid to as alien individutcl or cor- 
poretion, u rdw the corporation is 8 life insurance company and the intercst i8 
at>tributablo tm.tbc oornpany'r life-insuranue b a r r i w # s U h  WuibdStetoR In - - - 7 

M y  1048, tho Bank eold to the Hank for Intmutlo~lrrl Mtlemonts 24 p r  cent 
Swim franc bond8 worth $4 million, and made the procoeda available to tho 
Nctherlanda nu part of the loan which it ksd been grautcd in 1947. The Rank ha8 
been exploring the pmsibilities of floating furthcr bond imuc~  in coi~ntries other 
thtn the United S t a b  clucording to its necdn. It waa able to wcure the consent 
of C1~11nda md Lhe Unitad Kingdon1 to  the use in ita operatiom of s part of thcir 
~ilbscriptionn, v k . ,  C$8 million and £0.5 million, which the Bank would utiliee 
in its Ions1 to Brazil. Thc Bank hopee to obtain furthcr authorisa.t~ions for the use 
of loon1 ollrreney ~ubscriptione in order to incroaso thc amount and flexibility of 
it6 loanable recrources nnd to strengthon thc international charactar of it8 
operatiom. a ~ .  I ..., - -..- - - 

. . - - 
While the undcvaloped areas of the world received moro attention in 1048-49 

than in the year prcccding, the assi~tance they actually rcccivd was not com- 
memurate with thcir nize or needs. The loans granted by the TRKD and the 



Export-I'raport Bunk to eonle of the Ifitin Americe~r oc?unlriee, Iro doubt, reflected 
tt change in the attitude of lirranciul circles in the Uuited 8tatm towe.rda thie aron, 
brrt the amount of b n c o  forthcoming waR 8tiI1 meqre. The i~upmsion aypeam 
t a b  hnve beell growing meanwhile in the United States that undovcloped cclo~tntrie~ 
are iit greater need of technical ukill and organieing ability than of mere Enmoe, 
Imd that them requiremalts can he met more fully through dimt eitfreprendal 
inrestmcnt than tbrough portfolio investment. 

Thoi~gh the United 8tctfee aocepted its ohligat.ions as the main uouroe of 
lo~tg-hnn internetiorael finance, goventmental or ~emi.govenlrnenttll bodiew 
contii~rrocl to be the prodominsnt agencim ?ll the field. The outflow of freeh private 
oepit~l  fin111 the U11itad Sfetae for direct i n v ~ t m e n t  amounted to only $3,057 
millioi~ in 1948, which wn.s in fact alightly lower than the level a t h i ~ ~ c r l  in 1947. 
Within the utcrlitq nmtr thero waR a fairly I q e  movoment of private capital from 
the Unitcd Kingdom lo Au~tralia and-to tllc Uniorl of 8011th Africn. This wa8 partly 
titr genuinc inveetnralt blit partly in the nature of er~~iyraxita' trannferu nnd for 
npeuuletivo pilrpwm, Thc pwt-ww flow to the Union of IS 11th. Afjcetatirnated. ? officidly at 2120 million and lulofinially a t  ovm f20 mill on- -hid k n  directed 
largely to the devolopment of gold fielde in the Orange! Free State, but thin 
~nnvcmcnt showod a tendency to wane toward8 the middle of 1948. No estinlate 
is available of thc flow of fn~uis  into Auatralirr hut tbcre ie reason to believe that 
some of i t  has bccir stin~llhted by the rumonrs of eterling devrrluation voupled 
with  &he bclicf that the par value of the Auetralian pound will not be altcred. 
011 tile whole i t  ivc~111d hc correct tct nay that thc FeC'over,y of private i~ivc~tnisnt 
.--the traditionnl ngonc1.v in i~lbornnt-ional itioven~enta of capitd--mnde littde 
progvotw in 1948. 

.. -- 
* -*-. - .Id. INTERNATIOWAL OOMFERINOE8 .- - . 

The itatio~ltl of the world continued to dcvoft, tkoir athntiorr to 6hr) solr~t~ior~ 
of tha oubta~ldiug international problems inali~rling those whirh were n legacy of 
World War I1 ae well ae thoec aiming at eclonomic and uocial uplift in gcnerd. 
A feature of tho conferencoa held during the year wan the emphaeis h id  on the 
imporb1n:c of dwlhrg with developmental yroblcm oil e regional huie, wkiln 
there wm altjo evidoncn of (I growing moognition on tho phrt of indutltrialls 
a d v i ~ . ~ ~ ( w I  yc,untrirxr of the need to c x t e ~ d  aesiatttllce Lo under-developed oountr~w 
riot only ill Europe and oa tho American continent hut d ~ o  in 8nrlth Errvt Aein. 
'I'he llldjalr Cjkioll c:ontitlued to ~)arl.ivi~~~dt~(! acbtivc?ly in n l o ~ t  of t.ht%t\ ~ c ~ l l h l ~ n ~ ~ ~ ,  
ecld WLLR arlnolthe venue of mmc? of t h ~ w ,  iildic.~Giog.~~(;~~~\try~~i!~gi~~~t,ei~\yI~ . 
i ~ t  ~vorld problems, follcvwiirg tho changr! in i t n  political stt~t~~n. 

The v~rione interncbtionrrl aonferoncm, held during tho year tnninly unc\er 
bhe zgim of the Uaited Nations Or ailisation, c o v e 4  a wide ncrlgo of ~11hjec.t~ 
relating to the promotion of worl f peace, human righta, nttu~dards of l ivtng, 
ctrgtmiaation of ltlbour a ~ d  ita welfato, trade, tranuport and food. Thr: third 8ession 
c ~ f  the 1J11ited Nations Ganerd Aeaombly hold in Paris d ~ u i ~ y  the Imt qunrter o f  
1948, doytod s plan suggoatcd by the Weatern Powem for international rantrol 
of atomic cncrgy. The Unitad Nsctionn Confereuco on Freedom of Information held 
a t  Genova in March 1948, approvod a numbor of reeolutior~e ~ n d  couverltio~~n 
covering the righte, . o b l i g a t i ~ ~  1d preotice~ gomane t~ the conoopt of Freedom 
of Inforrn.tion. Tbo United g8011m Eco~roinii'and 8m1 C%ihdl%t it. eighth - 
nrssion hold in February-larch 1940 adoptad s molution orrvinaging a compre- 
h m i v e  programnie of teobuical muilrtancc to promote economic dovclopme~~t 
and to  rdee tho ~tfbndards of living of nndcr-developed countries. The Intcrnationd 
Labour Organisstioxl at ite 31ut w i o n  held a t  &an FmnciRco in June 1948. 
approved, among other thinga, a new internetimd trcaty 011 thc rights of employers 



atid etnployeen Lo fortn altd jcdtl organisatione of t.hoir ohoiue, ar~d aluo cndoread 
R n-sol~tion 011vin;rging comultu.tiout, with the United Nation8 Orpination or1 
problems relating t o  the improvement of the exieling inhrnational mwhinery 
fur stlfegnardi~y freedom of wocintion. The Indien TTnior~ MI one of tho (-hint' 
ind~~estrial cour~tries, rotcliils i h  soat on thc! Governing M y  of the ILO which 
ham also r e q n M  thc Tndian National Trade IJnion Chgmxm ee the mont mpm- 
w~ttative body of Tndian lahoirr. The ZLO a180 held anothor oonfnmnce in 
October 1948 in Gcncva 8nd unanimously adopted a model codo of wafet,y regtila- 
Lione in indu~try. The h t  mwting of the World Health Organiwtion cct CIer~eva 
in Junc 1948, decided, elnoug other t l i n p ,  to catabliah a numher of regiorlal 
bnreai~x, ono of whit4 intendcd for tho benefit of South E u t  Asian countrita 
is proponed to be ~ o t  up in Ncw %]hi. The Cnnference of Commonwenlth Priltle 
3linist.om hold in T ~ n d o n  from 11th to  22nd October, 1848 disouuncd a nnmhor 
of ~ l~b jca t s  of comnlon internet, including sconon~ic- affairs, foreign reiatiorba 
and defence. The confereace gonorally ~greod on tlie imperative need (i) for 
increslaing the flow of trado within the Commanwwlth and the sterling arm and 
for mincing the d o h  doGcit by expanding e x p o d  rathwAm11 by. autting dowlr 
importa, and (ii) for dcvising poeitive mwne of courlteri~rg subvoreivo clcment~ by 
reirrir~ the utandnrdn of living, especially in the 1- developed countries. This 
coderonoc also d i e c u d  the Indian Union's future relatiomhip with the Common- 
wealth with A view to  exploring a formula (eince evolved in April 1949) for mtainiug 
the Indian IJnion within the Commouwealth aftcr it bocomes x Republic. 1ha 
lrnited Nntiom Economic Commission for Ania and the Yar Ewt,  which came 
into being in March lW7, held itR third m i o n  at Ootacamund in the Indian 
Irnioli in June 1038. It adopted four importent reclolutione, lhc tirnt rocognising 
t .11~ nrgcnt. II~-1 for the import of capital goods rind bwie t~iatorisl~ from t.he~nom 
dvanved incii~etri~l co~tntriett for tho mhabilitatiorl of the NCAE'R cout~tries. 
the rreno~ld -rig tho enbnhlidunont of a tr& protndb~ aotiou.-Jio -carry ailf 
rc+wwch n~id  inveutigntion 011 tradc problcma and to  pmmoto oollahratlon hetween 
L he rnomber C:overtlmcnb in the rroltrtion of thew l~,rohlums, the tbird mcommorid- 
ing careful planning by each of the ECAYZI: countria of its impott ne& and 
exyml poa~ibilitie~ t o  facilit,~lte rnntixrrl trade arrange~nente, and the fourth relati~g 
lo the supply of agrioulti~rd requieita, the reduction of priccrr of eeseentiel good8 
and the inter-relwtimhip betweon tho RCAFR end the FAO. The Commisuion 
ako decided to  set up a working ~oction for technicd ereonr~el and a birretri~ E 01 fld coutrol. Thc Commiseion met apain for a two-wee lroe~ion at, J.ap~to~lt) i l l  

Aunt.relia on 2%h November, wheu the 11ldcmtAan lbpuhlic! and t b n  8 b t e  of 
Ncptbl werc admittod t o  answiate membernl~ip of t,bo Commineio~~. An important 
m l t n i o n  p s d  et thin seasion ugcd tho m e m ~ o ~ , t o  mwurage their .. . .- _-  
trade with Japan in order to utilieo man! fully that cmntrfu.producCive capcity 
for t-be general oconomio development of the Far East. The Commie~ion aet 11x1 H 

committee with poacls to  implement i t n  owl  decirrione in reepecb of tho moommenda- 
t.ione uontai~lcd in the report.8 enbmittd by the working partiea (wt up 
earlier by tho ICCAFE:) on indutltrial devdoprno~~t, tlgadc promotion, utilislrtio~i of 
Japsn'n indnstrial potential end othem. Tbu latcrnntional Civil Avitrtion Orgnni- 
~ntion which met in Geneva in Junc appovcd unanimowly a Icgd conventio~l on 
international recognitio~~ of rights in airoraft, while a onal oonfcmce under 
the auspices of the same Organimtion held a t  New Del ? i in Novcmber 1848, 
uvolved a plan for the development of ground eervicos in $oath E a ~ t  Asia. 

The subjcct of fond oontinued to meive high priority. Thb Wmlci k d  
Council of tho FA0 md in Washington in April 1948-tho third meeting held 
eince its inception in September 1047--and decided inter din upon (i) the 
retention of the Tntarnational Emergenoy Food Committee which had bmn 
brought into exi~tenoe in May 1M6 for the purpom of allocation of foodgraine to 
deficit oonntriee and (ii)  the establishment of an Intornational Rice Council on 



the lines of tho 1ntornationa.l Wheat CounciI. Action to oxpodite the implemeutntion 
of tho eocond decinion wvm tlrkeu by the fourth nnnud conference of tho FA0 
hold i n  Wa~hington in November 1948. This conferenca appointed a new committee 
with the lnclien Union as one of  it^ mcmhm, for the purpose of studying world 
w~pply m d  distribution of agricultural pmduds and, in particular, for examining 
the current and futuro nood for intemtional uommdty  agrecmcnta. I n  July 
19411, the Intcmationnl Whcat Cnlznoil called a coderence of thc rcpreeentativcs 
of the nations conccmcd t o  diecuss the eituation an'eing from non-ntifictation, 
by tkc IJniLcd Stateu and some of the import* countrios, of the h tem~t ions l  
Whcnt Agrwment of 6th Mmoh, 1948. It waa dccldcd to mtart negotiatious for n 
new agreement, for which another codcrencc waa called in Washington in Jnnvary 
1949. 'I'kis conference which WRB attonded by de1eg~ttee of 55 nations, annom~cnd 
on 23rd Xarch, 1940 o now four-yeer agrtwrnent whiuh, if ratiliod* hy the (Zovenl- 
mcnts conosn~ed, mnld come into force on 1st August, 2940. 1'he Agreerncnt 
fixes the  ceiling price of wheat a t .  $1 .l(O por bushel while the minimum prim 
would be rdnced from $1 .SO in the initial ycsr ( i . ~ . ,  1049-60) by 10-cents n yoar t o  
$1.20 in 1952-53. in  term8 of this agreornant, tho Indian IJnion will be assurod of 
a tiupply of one millio~i tone of whccrt pcr year at rate8 within a pricc-hmcket, 
tho maximum end mhirnum of which have h e n  fixed a t  levels which would ~nako 
for an appreciable cut iri the country's food bill. 

- . - .. - . - . . . . - 
* Binco ratified by zuost d tho countries. 





INTRODUCTORY 
15. G'emral rSit~4uticnb:-The year 1948-40 wan one of comparative peare 

on the political front, free from communal disturbo~lca such as lrzd diulocnted 
economic life in parts of the country during the h t  pt-part i t ion year. However, 
s number of issuee arieing from the Partition of tho country still ca~~ecd aaxiety. 
111 the Hydcrabad State, uorrditions of lawleeoneee internally and aerio~~n border 
incident8 necessitated yolice M.ion by- the Uovernment -of Lndio in Heptembor, 
bhc succeaeful outcome of which removed a eerioue trouble spot from the v s ~ v  
ccntrc of the sub-continent. In Kaahmir, military operatiom continued until 1st. 
,Tanaary, 104t), when the ' Cease-6re ' waa agroed to by both thc artiw. A 
major achiovernant of the year was the adaptation of the nurnanns &an States 
to the new politiclrl eet-up. This wnn accomplished b the integration of as many 
sr 538 Statoa, most of ttlrem being g m u p d  into fJnionB, wxne being morged 
with adjoi~~ing Provirrues and some being taken over as Centrally ndmini~t~ereil 
arettn. 

f l l  Lllo t!uouornic sphere, the deterioration in tho general eitliatjon noticed 
towiutl~ bhn c:luw of tile fiuancial ywr 1947-48 becnmc! more pronounoed during 
t t ~ t .  early part of the yoar under review with inflntionnry presuuree gathering 
Ihrtlwr ~klorr~entnm. 'L'he policy of docontrol adopted ~ I I  Uecember 1947 (lid llot 
c.onrc 111) tu the espeotationa initially entertained in regard to nn improverne~~t ill 
the  s ~ ~ p p l y  ni tuation throiigh inmncled production and dehoding.  The general 
price lovol, as measured by the Economic Advieer'e Index, soared from .W2.0 
in November 1947 to the peak of 389.6 in July 1948. Tho p r o p 8  of indaetriul 
reconvcmior~ elid the eolution of other transitional problems left over by the war 
continued td be hkonrpd by the etruotural change8 brought about by the Parti- 
tion, the full effeeta of which appeared to atrike tho country'e economy with 
delayed impact. The loea to the Indim Union of 1-0 r e s o y  in e w  gter ia ln  
oonstituted nn element of inatabilit in the industrial eyrtem, while the limited f availability of capital goods for rep lw~mont also aoted sa sn adverso faotor in 
the way of the production drive. The sli~mp in the inventment market continued. 
with littla money flowing into Government loans and industrial oonoerns. Tho 
stagnant conditions on the ntock exohange were perfly due to the developments in 
the ~ n t e m l  political situation. For instance, the mrgmination of the Indian Y tates 
i~ reported to havc rosultod in u decline of irrvwtible fun& coming into the ~~itrrket. 
lic,rn lhiu HoulSce. 'L'horc wcrc also some apprehenlrio~ls iu the minds of industrialitrtn 
rcgarciing the  fl~tilrc of private enterprise in the country. 'Che food siluntio~i 
c.ont,hued to be diffiot~lt, tho widening gap between the country'u requirenleuts 
and interm1 nuppliee neoes8itating imporh on a large s91e a t  L ~ v y . c @  b a l v i ~ y j  - -- -- 
a p a l  s h i n  bKAtllr, cou~ttry'r limited fo&ign exZhaao ~ d ~ & 0 t l ? e r 1 ~  of 
hard ~nmnnicnc. Ithdicwn bewing on the general economic situation are given i r ~  
'l'sble 14. 

A ninjor development in the ephere of polioy woe the formulation in April 
I948 of induetrial polioy. Later dwiq  the year tbe robleme mentioned above 3 nwossitatd a ohange in Government'e policy roe mg oontrols and ale0 the 
initiation of meeenree, both monetary and non-monetary, deaigned to achieve an 
improvement in production and a diminution in tho preaeuw on limited sapplie~ 
of tho exceee purchasing power in the hands of the public. Theee  development^ 
iu tho field of polioy ere noticed below in rome detail. - - - 2  --- > , .. -u- +* -,dh-~rk--3.- --. - . -  
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IS. I n d ~ ) ~ u l  Poky.-The resolution on Induetrial Policy adopted by the 
Tndiu Parliament on 7th April, 1W8 laid down the broad objeotira of Covern- 
mcut's policy in this field, demarcated the reepective spheres of Gtate and 
privato enterprise, and also indicated Government policy in regard to foreign 
capital.* The renoh~tion skessed the nwd for stepping up prociucfio~~ of capital 
tquipmcnt, essential ooilurumer goorla and export oonunoditics, so as on the one 
halid to strongttien tho ocoriotiiy internally, and on the other to  ilicreane foreign 
exchange orrmingn. 'Chc rosolution claaeXes indurtries into four broad categorien. 
The k t  of thew, which will be the monopoly of the Strttt!, oomiste of the 
inanuftlcturc of arruH and ammuaition, production and coiltrol of atomic energy 
and railway tm~ruport. The sc:c!onci category covem coal, iron aud steel, aircraft 
~nannfacture, ahip-building, rna~lufac%um of telephone, tulograpk and wireless 
upparatns oxctludhg radio receiving sots, and mineral oib. Here the State will be 
exclunively rosyoneihle for the wtabli811ment of new undertakings cxcept where, 
in the natiolial inLemst, the f%fLte i t d f  finds i t  neoeflsary to eecure the co-opercltion 
of private enterprise. In this category, private erlterprise will be left free to develop 
tho existing units for cr period of ten yoam. Diuing the teu-pear period, the 
Govcrnnler~t will afford to thc priv&te 1lndortakiq.p thc necessary faoilitios for 
afiicicnt working and r e ~ ~ ~ o n a l ~ l o  o x p ( ~ ~ ~ i o n ,  niid if at the ond of that period i t  ia 
decided that the 8t.ato should acquire ally of' these uuite, dnc com mation will be 
paid on a Ibir and cquilable ba~iu. An regar& generation en b* dintrihution of 
electric power, tire industry will be regulated in terms of the Ploctricity Supply 
Act 1948, which ropresenh a contproinise between ~ull-flwlged State enkrpriee 
and unreyulawd private enterprise. Tbo third category, whioh will be 81ibject to 
Central control and regulation in con~ultation with .the Provincial and State 
(iovernmonlr, concerned, conlprisce certain baeic indi~strios of impolatance 
i~lcluding salt, aatomobilos cwrd tractore, prime movers, electric engineering, other 
heavy machinery, machino tools, l~crrvy chemicals, fertilieern and pharmaceuticals 
and  drug^, cloctro-chemical industrica, non.femii8 metals, rubber manufactures. 
power arid industrial rrlcohol, cotton and woollen textiles, ~ m e n t ,  eugar, p s p r  
and ue weprin t,," air and gea trexl~port. nrineral~ and induatribe related to  defence. 
Tho rest of the industrial field, which conntitntes the foi~rth mtegory, will norurally 
be open to  privato enkrp~i.se, individaal rra well nn co-operative. Here also, the 
 state'^ policy i15 to progreesively participate (for example, in the maRs pmductioil 
of fertiliscrn, nlanufacture of en~entiol drugs and of sytlthetic oil from coal). 

The resdut,ion olno recognized the important part to be played by cottage 
and ~mcrll-ncale industries. In matters arising from thc problem of labour vermt.8 
capital, tlie (%ovemmerlt accepted the resolution on thc ~ubject, paseed by the 
Industries Coriference in December 1947, which R ~ M ,  inter alia, that the system 
of remunorelion to capikl an well as labour milet be no devleod that, while in the 
intemt of thtroo~nmore and the primary producers, exhaivo &El ih0111d be 
prevented by suitable lnetbodn of taxation and o therwi~ ,  bot 1 will ehare the 
product of their cominon effort, after making provision for paymcnt of fair wages 
to laboiir, a fair return on capittrl employed i ~ i  the industry and rearonable reserves 
for Ihe maintenance and expansion of thc undertaking. Ae regarcie foreign capital 
and f0~igXl entcrpriee, the Govornmerlt recognisad the valuc of the need for both. 
-4 detailed Stuterncnt regarding Government's policy in regard to foreign enter- 
prixe, repatriation of capital and tomittaure of profits his sinco leer1 m d c  on 
6th April, 1'340. I n  torms of t h i ~  Statement, i t  ifl not Government's intention to 
inlpove on foreign interost~ orly restrictiont, which tare not spplicablc to similar 
Ilditlrl entcyrise. (fovornment also do not envimgo auy -dittloultipe either in - - 
rogard to remittance of profita or withdrawal of foreign' &apitd~vOstme~itn, 
although re~nitwrnce facilitiee would naturally depend upon foreign oxohaxige 

- - -- - --.-.------ -.-.-..-- - - - - . - . . - - .- 

* Since clarified on Gth April, lW9. 



coneiderations. In  case of compalsory acquieition of' companies, compeneat.ion will 
he paid on a fair and equitable basis. Although, an tr rule, the major intereet in 
ownership and effective control of foreign nadortakings are to be in Lnrlian hands, 
the Government will not object lo foreig~t capital having C V J L ~ O ~  over n coucern 
for rr limited period, provided i t  is found to be in the national interest ; also the 
Covctm~neut would not object to the e~nplogn~e~it  of norc-Indiuutr in tecl~nical 
push i ~ l  caee Indians of rcquinita qualif~cations are not available. UII~,  the Covc.rl1- 
nlcnt attacrh vital ilr~portnnue to the training and e ~ ~ i p l o ~ y m e ~ ~ t  of T~ldianh tc~ 
replace an uoon an poaail~le tile non-Indian j~ersoruiel. 

17. Cwrlr&.-ln view of the ndvemn reprcussion~ of the policy of decontrol 
adopted towards the end of 1947, a beginnilig in tlre direction uf rr rei~uyonitiur~ 
of coutrols wae made about the encl of .July 1948 (vide Chapter 11). R.ecoatrol 
was Smt applied to cloth and then to cottoil and foodgains. Earlier in July. 
steps had also been taken to augnwnt nuyylics of earlcntial goods by liberalisation 
of the import policy (uidu Chepbr 111). In pumuance of out of the objectivoe as 
mt fort11 i11 tho above-mentioned rwolutiol~ olr lr~duatrial Policy, ~~clrnely, control 
by the Ce11tl-o of tho= indulrtriee the davelopn~ent of which in govertted by econoruic 
fuctore of all-India import, the Govern~nent of I~rdis  introduced a Bill in tlte 
Indian f'urliament on 23rd &lurch, 1940 c~npowering the Ce~~traJ Government to 
regulab, in reapwt of 25 g o u p  of iudustritw, tile yruditctiol~ arid uw of raw 
materials, to prol~ibit practiom likely to result in reduced production u11d to obt J I ~  
desil-ed statistice and raprta. 

18. b'mcl Policy.-As the year progmswd, the ovcrall food position showed a 
fi~rther deterioratiou, the floodu in the Ur~ited Provincm ar~d Bihar and the drought 
 condition^ i r ~  parts of Cfujarat, Yanrashtra, Rajauthan and Kutch being contribu- 
tory hcturu. Between April sncl Aug~rst 1948, thc index of food prictw row by 
15 per cent. By Heytember, i a  same of the nreas in West Bellgal and Bombay, 
where rationing hrrd continued to be in force, t,hc q u a ~ i t ~ ~ m  of rations had to be 
reduced. Tbc revimd food policy announced 011 24th September aimed J reintro- 
duction of  control^ over prices, proaurement and distribution in reepct of rice, 
wheat, jowar, bajra, maize, bnrley, ragi and gram. It envieagod (1) t h e  
(:orcloning oH of s~trplue, deficit nr~d self-eoficient m a s  by prohibiting expolets 
from onc. hvincc! nr State to ertother exccpt on Government-to-Oovemmt*~~t 
~ I W ~ R ,  (2) proct~rring surplurr  grain^ 1~y MI agency nppoiiitcd hy Provirlcial and 
State Oovt.l.nmcntn a t  pricen approved J ~ J -  t,lla C?e~~trirl C:ovc:nl~acnt. (3) licel~sir~g 
of dcaier~ engngecl in t h e  p~vchase, ~ n l c  or ntoragc! of foodgrai~~x : L I J ~  reyiriring 
t.hrni to nubmit periodical repolls, uiui (4) extennion of rntiol~ing. T l~c  policy alrro 
ir~cluded provisioll~ for the payn~ant of s~tl)nidies to Provii~cen on imported grains 
cmd a Lo~~ua to Yroviucen of 8 annw for cvery ~uound of foodgrninn procured tn~d 
an additional 8 annw for overy maund made available to deficit arcee. I n  
p~rmnunoe of thie policy, food rationiilg wae ruintrodncod in varying degrees in 
u ~ m t  of the l'rovincer, iuoludirig Mudras, Bombay, Bfiar. tho Eant Punjab mid the 
lJnited Provinces, and ie being steadily extended, the total populatiou alrculdy 
brought under Home form of controlled didrilution Ly March 1949 being 126 rnilliol~ 
an compared with 148 million bofore dwontrol in h e m b e r  1947. Procurement 
i ~ r  a number of Provinoen in reported to have yielded mtiafoctory wsultn, tllc- 
quantity of foodgrai~le procured during the 6 r ~ t  thrcct rnonthn of 1940 being 
1.4 milliorl tons as % ~ m t  thc. target fixed for the whole year of 4 million toas. 
However, the basic problenl in mypect of food, tit., the cwntinuing gap hetwvcn 
tlrc ~tountry's tot a1 mquiremontn and i nbrllal  up plics, remaim yet unnolved. 
Bond i ~ n y o a  from abroad Jrevc? bwu riajag from year to year. Tlle total of thme 
(luring 1948 omoi~nted to 2.8 nlilliori tons costi~~g Nu, 130 crores ; the estimate for 
1949 is 4 million tone. Uovt:r~lment nre tbtc?rmined to wc tlmt this state of 
a f f n l ~  d ~ f . ~  (lot col~tinlctr long. 'l'he c.ountry'8 Itew food pcilic!y, as nrt~~n~llleed or1 



19th March, 1949 envisagee self-sufficiency by the ond of 1951. Under thie policy, 
it hm k n  decided not to import any foodgrains uftor 1961 except in cnae of a 
grave emergency arising from wideupread failure of crops or for purposes d 
building up a central resawe. I n  order to achieve this goal, Provinces md Staten 
have k n  aaked to plan thoir food production pwgrammcs and also to tighten up 
the enforcement of procurement aud rationing ordare uo as to c l w  d l  avenues 
d black-rnruketillg and Boardiug. Emphauia is laid on intunaive cixltivetiou in 
.selected mgiotls with a view to securing maximum yield, while as much as 8 lakl~n 
of acme of weed-infested land llew Ian& arc to be reclaimed within the next two 
years. Othcr lneasuren will include (1) a, project of tube wells and (2) imports 
of special fertiliscm. It hae also bee11 decided to encourage the devc\opmont and 
une of high-yielding uon-cereal cropn like bananaq, ~ w e e t  yotatoen md tapioca. 
Them moRsuren hgethcr with eome odjustme~~tn in peoplc's dietetic hebitn, are 
expected to wipo oilt in two yearn the food defiuit which is plnccd a t  ehout 10 per 
csnrit of thc coarrtry'n total mquimmentu. 

19. Anti-infldion Pmyram?tw.-The broad objectives of the Govcrnment of 
India's Anti-inflation Progrnmmo as armo~incedon 4th October, 1948, wcre h a t  to 
arrcst ar~y furt.hcr riw in pricea and cost of living and tllerr to wcnl.c! a progrcesive 
reductio~~ in thcsc to lsatlonuhle levels. 'J'he mea~nrca adopted in yurcluance of 
thiu policy fall into two rtttegoriea: (1) t h o ~ e  ii~tonded to keep Govornmcnt 
expenditure-(!entral s~ well as Provincial-wr low as possible through halancod 
budgetu conmi~tent with efficiency and to reduce erceus purchasirig power in the 
harldx ofthe co~~~mirnity and (2) tho= intclnded to incret~e thc volume of eeeential 
goo& and scrviceu. The moro iilnyortant n~crrclures falling under thc first category 
infilndrd a ct~tting down of capital exyenditurc-both Central and ProvincioI+n 
~chcmes not exported to m i d t  in en imtncdiats addition to thc supply of' 
rmntial goohu. postponement of repayment of E.P.T. and other deposits, raising 
of tho maximum which t+ pewon could hold in Pout Ofice Savingn Dcposits and 
National Savings Ccrtificlrtes, the issue of Treasury Deposit Receipts, limitation 
of dividel~du puynble by pitblia companie~ and tax on luxrrries. 'Vhe second 
category comprised niewuren calcutted to increu.qc nvnilable supplies, partly by 
atim~~lnti~rg illtenla1 production and partly by allowing a larger flow of imports. 
The concc?Reio~w to induetry included liberahrtion of dcpreciatiorl allowuncen, 
exemption from taxation of new indnetri*l uadmtakingu of s p i f i e d  categories 
fur a epeoified poriod, reduction in import duties on plant and machinery tla well 
as on essential inducrtrinl raw materials, reduction or abolition of duties on certain 
exports cmd top priorit for trnn~port fmilitiea to esacntitll key indnstriee, namely, 
steel, cement and tcxti r ee. 

The effects of t h c ~ e  varioi~u meast~res including thoee of recontrol, rcfcrrcd 
tn enrlior, were reflected in part in a downward tcndcncy in the general yriccr- 
level during the three clwity months of the year. The Economic Adviser's gonerel 
index, wlrich hwl remained mare or l e s ~  unchanged a t  around 383 from Auguet. 
to December lY48, declined ateadily thereafter and stood st 370.2 in March 1949 
as against the pwk level of 389.6 in July 1948 and the pre-decontrol level of 302 -0 
in Novemher 1047. The Bombay owt of living index ( h e  : July 1933--June 1934 
==LOO) also tended to decline fiom 326 in Decembcr 1048 to 311 in March 1949. 

20. Planning und L)evclopment Policy.-Ae pert of the campaign llgainat 
inflation, the Prioritioe Committoo of the Central Cabinet, which wes appointed 
in October 1948, reviowed the whole prowamme of oxponditure on developmental 
sohemcs. While Central as well ae Provincial ontlays woro pruned down, wherever 
possible, it1 the interests of economy, and the pnce of the Ceutre'e aseietance to 
the Proviocea by way of grantn wau elowed down, care was taken to  ensure that 
the progrenr, of essential procit~t!tivr rrch~rt~es---.nbort-term as well a n  long-term- 



was not held up. In the ephere of induetriel development, preliminary stops were 
initiated during the yenr by the Government of Indie to start eomo of the baeic 
indwtries eesential for national development, 8uoh as new steel works for increasing 
hdigenoue production by one million tone, e ehip-building yard, a telephone 
ftwtory end faotoriee for the mllnufbcture of wirelees eqdpmont, machine tools, 
cliesel enginea, heavy electrical equipment, tractors, penicillin, paludrine mil 
aulyha drugr! and exploeives. Menhion mvy ale0 be mvdc hcrc of (1) the comtitution 
on let Juno, 1948 of the Rehabilibation Fimnco Administrakion which advanced 
loans of the value of Rs. 1.30 crorcs to dirpl~ccd bu~incs~men and induetrialists 
and (2) the oommanaement of ope~at~ions of the Industrial E'inance Corporation 
from 1st July, 1948. 

11. PRODUCTION AND PRICES 
A. PRODUCTION 

21. Agricu&ure.-Tuble 15 shows the t-renda in egricultural productio~~ in 
some of the commercial crops and foodgrains in undivided India 11p to  1947 and 
for the Indian Union for 1948. The poaition of thc Indian Thion in respect of 
both commercial crops and foodgrains wae ~dversely dfected by tho Partition. 
Thc Indian Union lost 70 per ccnt of tho jute acreage and 23 per cerrt of cotton 
acreage, accoi~nting in 1946 for a b o ~ ~ t  80 per cent and 40 per ceut of the r c s p t i v e  
tots1 yields for undivided Lndit~. AK regtlrds rive and wheat., tho Tndian Union's 
production in that year was placed at ti0 yela uc~l t  and 86 per cent. renpectively 
of the total for ul~dividcd India.. 

TABLE 16.-TREID8 I f l  AORICULTURAL 

I . . . . 
Wheat .. 
Other Ccrarlat 
arm . . 
maw 8ugar (uir) 
Teat . . . . 
Coffer card 
Jute t . . 
(X,tt~ll  . . 

1944 
YO,(Wl 

9,741 
14.VYN 
3.871 
5.OW 

h l l  
JU 

8,180 
5,eiIcJ 

NS:-Itrmn 1-6 : 111 Lha~ua*nJr of ton.; Jtclln 6 nc~d 7 : 111,1nlllloo I&.: Items 8 and 0:  In thuua,wds of 
bale1 (400 Ibr. pcr b . 1 ~  F1 luca rclatc to the a&vlcult~aal year eudlay June and an: lor ~ltlcllvldrd I n d ~ a ;  lYLl 
figurea relate to the In&m h o n  only. 

t Inchding M a r ,  bJra, nulzs and barley. * &4clndlng X~cpal. tt Inmaoc duc tu ir~eluslon 01 nbn- sreas. 
f Innrm~lete. f Calendar year. *- Belater tu fndlnu C~rirrn only. 

Soum : MonU~ly Abakant of St~tlrtlcm irsned by tbc Iblnlrtrs of Cwarhcm. 

22. Indu.9h.y.--Au regards industrial production, the output. in 1048 in 
almost all sectors showed a distinct improvement over 1047, two irnportnnt 
exceptions being steel and coil which registered declines ( d e  Tablo 16). While 
the overall outpict in 1g47 had yo~re dowr~ by about ti per cant bolow the pre-war 
level, the output in 1948 was estimated a t  about 16 per acnt. higher then the 
yre-war lcvcl. Tcxtilc production improved from $81 0 million yards in 1947 to 
4,338 million yar& in 1948. Tho output of comont movcd up from 1.4 rnillioli tons 
to I .6 million tons, while that of paper aciva~~cod from 93,000 tone to about 
100,000 tons. 8ngar oiitput was highcr a t  1. million tons as again~t  925,000 tolls 
in 1947. Soap product.ion recordcd a: marked i n c m e  from 80,000 tons to 100,000 
tons, while notable increaeas wcrc also mgietored in oauatic soda, eoda ash and 
super-phoaphrites. The oi~tput of ualt reached a record level of A9 .R rnilliol~ maunda. 





an increa~e of Y(I ycr cmnt over the IM7 fig~lre. Acconlirlg to a etisbmont made by 
the Mir1iete.r for Industry a ~ l d  Supply, Gover~imont of India, produotioll in 25 
i~~dutrtriea during the &at quul.tcr of 1949 iudicatctl that xiot only the incrwss 
noticed in 1948 wan generally wcll maintained, but some of indrl~tries trctuullg 
regialercd sub~tantial i~~crctlscs. 

Tho main uontributory factors accounting for the ovcr~ll gbin during 1948-49 
i~icladed ct di~tinot improvcnient in fhe laboi~r ttitutltioa, an oasing of the trn~lsport 
bottleneok, expanaion of existing units as in cement, bettcr iitilistct,ion of  existil~g 
capacity ae in cotton tostiles and thc coming into opcrntion of new unitn in 
number of line5 illcllding motor car batteries, electric matom, electxic fans, d i e d  
mgbiea and caustic soda. 

Whilc, thus, the year undor review witnceeod a rutmawe of rcuovery in ovcrdl 
production the output in sotne of the major industries continuad to be below t>l\s 
installed oapncity. Cotton manufaoture in 1948 is estimated a t  4,338 millia~i 
ysrds agaimt an inetallcd capacity of 4,737 million yardn, the corrcspondi~~g 
figures for finiahed etml being 854,000  ton^ nnd 1,264,000 tone end for cement, 
1,516,000 tone and 2,115,000 tons. Thiu is attribukd tm n numbcr of factors 
including general lnck of illcentivc etnong industrinli.'c&, the go-cllow tactice of 
In1)otu and, perhaps most imyorhnt nf all, the continued shorl~agc of mw ~oaterialn 
aud ctq~ital cquipnlent. Costs of production huvc rison partly on acco~1n1 of  
tldtlitions to wages tlud snl~ricr; and pcrrlly na i~ re~u l t  uf thc conti11ut.d rise in 
the prion~ of raw nraterials. Thiu in particularly disquieting in view of the impcrntive 
)iced to ~ t u p  up exporta in order to rclicve the heavy pressure 011 thc colmtry'e 
balance of payments podtion. AR ttguinut these handionp, there am, however, 
Rome redeeming fcatum. The labour sit~lntion hcs shown s diet.inct improvement, 
mainly us a rcsult of the action taken in pursuance of the resolntion ciilli~~g for 
an illduetrial truoe adopted by the Tripartite Indu~triee C~~dorcnce of Decembor 
1M7. Thc total number of man-days lout on account of indastrial dieputes in the 
111rlian Union during 1948-49 WRA appmiebly lower a t  61 lrtkha* an against 147 l a k h ~  
in 1947-48. Mention may bc ~nrsde here of thc Expert Committee on profit-sharing 
in indu~try whiuh the Govornlnent appointad and which in it8 report, uubmittad 
in September 1948, has rwommendd inler d i a  the allooatiou of 10 per cent of 
not profits for reacrvcn, a roturn of G per ceut on paid-up CLI ital pl91.l.r reserve8 
and the ahwing by lahoor of 50 pcr cent in eurplus proflta. T % o Committee has 
further auggewkl the application of itn recommendations in the &t instance to 
eix induntrim. netnely, cotton textilw, juto, steel (mnin produuers), cn~netit, 
rumuhotllre of tyrm cnd cigarettes. The rcport is beiug considered by the Central 
Advisory Cowwit. Marwum~ tnkeu t) tho Government, to improvo labour welfnre 
inoluded (1) the inauguration of t i c  Ernployas' S t a b  Inauranm Corpratioa 
on 6th Outober, 1948, the operations of which will, in the h t  instame, be coufirled 
to Delhi end Ajmcr-Merwnre, (2) thc Coal biir~es Provident Fund and Bonus 
Scheme8 Act 1948 under which ct schcme for the paymeut of bonus, with retroe- 
pcbive offect fiom 12th May, 1947, in re~pect of West Uengcrl and Bihar mines 
end from loth October, 1947 in wepect of Contra1 Provirlces end Rertlr and Oriesa 
mines anme into fome; the provident fund scheme, which is etill uncfer propamtion, 
will, when uompletcd, bc applied to cod mineb in the fimt inc~tance and extended 
to other indmtrioa in due course and (3) the lndian Factories Act, effective from 
1ut April, 1949, which, inkr dia,  lays down the minimum requiromcnts regarding 
health, wfety and general welfare of workers. As regarde tho transport ~ituation, 
the improvcmcnt ha6 hwu yartioularly noticcable in rmpcct of de~patchee of 
PAW mstarials and 6niehed goode. The daily average coal loatlings in 19M amounted 
to 4 per cent, higher than in 1947, the rnovoment in textilen and cement aluo 
~howing an improvement of 18 per cent and 9t per cent rmpe~tively. 



23. Trewh.--1'ric.e tmnds derirlg tlln y c . ~ ~ .  ntidcr rcvrcw fall i ~ t o  two 
d l ~ t  inch pilawen : fimt, it coatiaued rixe dming the first four rnn~~t lw of thc year, 
nati~cly, April to  ,l111y 1948 and, ~econd, a oon~pn~xtivt? stid~ility d ~ ~ r i n g  the 
rjaccanding live m o ~ ~ t h s ,  August t.o Docen~bor with rrigtls of a downward tendency 
tinring thc throe closing ~~ ion thn  of the year, uemely, ,1a1111itry to bfarc:h 1910. 
Rroadly s1~c~kill,v, the upward phaw wxs a aoutinuation of the ri#e in prit-es since 
I)ccernbor 1'347 cmuwitttud with tho pnlioy of decontrol ailopted in that mont.11. 
'llhe 8eco1~l phwe w s n  atlsooiatect with the  reimposition of uum~trola nnd ar lopt io~~ 
of other mermuscs by tho Gover~~wont in terrae of their 4th October Anti-inflatiou 
Program~ne. 

24. L)erw~~trd.-'L'l~o Et;onitn~i~: Ad v iwr'u gv~lorel i ~irlex which, whet1 dewnbrol 
WILS dc~iduci ill Novemher 19.17, etood at, 302.0 (vide fitabmcut I atid Braphu 
5 surl t i ) ,  nrlvx~~cetl contiairounly until it to~)ched a new peak lcvol of 389.6 in 
,luly 1 !)48.-an irluruave of 2!) per cent (aide T ~ ? J I ~  17). 'l'hia rim waR 8.11 round. 
all tlre oorlslit~rul~t group indice6 nhowing incrmwn. 'L'llare waH n 33 .!) pnr cent 
rise in ~o111i-mauufacturctl articltw, 32.5 Iwr cent irr food articles, 30.7 per cent, 
i t 1  mnuufaclulcd srlicles, 18.1 por ceut in ind~tstri;tl raw rnr~terinla, 811d 16.6 
per cent i r r  the ~nixellttriaous group. 'l'he riso was most marked in the case of 
dwont.rolled ifenls. Ccroals ill tllu fouci group showed an irroreaee 01 4!).4 per cent. 
oilcak~v an11 cottori yarll i n  tht: mmi-nra.~~uftcct~~red articles g o u p  uf 90. I. lmr cent 
xiid 76.3 per curlt renpt ivc ly ,  tcxtilca in tho manufwtumd a-rticlw. group of 
42.5 p r  "cut a114 til)ros and oihmds in tho indnslrial raw m~te r i a .1~  group of 
10.5 s11d !J.O per cent renpctively. The w h o l ~ n l e   price^ of ona.mer v a r i o t i ~  of 
o1ot.h io H o n ~ b ~ . y  a t  l;heir peak level8 stood a t  100 per cent nhove t.he ex-mill 
price irgrmd to  in Jttrruary 10411 ~lndcr  the nyrrtem of vol11ntsr.y price control, the 
rixe in the fi~lol- varioliw r e n g i ~ ~ g  al) t o  250 por oent. The r i ~ e  in the pricw of 
c:ereals liltu \vhoitt nnll riuc in solrre deficit srone ranged from 101) to 250 per oent 
above tlio pre-tlcnontrol ral.ce. 

25. (:'c)n.lrol .~f~~~-.vcrre,v.-l~wc~~it~rol had t h ~ ~  led t o  11.11 n,c:tivnt.ion of latent 
in f ln t io~~ cc~l i i  i r r  view of ~ ,o~ i l . t l o  dvuiue reperouweions d t h i  activation on the 
aoi111l;ry's WOIIOUIY in the ebaot~cc of sufficient and regular supplies, wpcicllly 
of inrtiolcs of nlaea uo~nrumption, the Covornmor~l of Indis decided on n gradual 
reveruel (if thn policy of clecor~trol. A tbegin~ii~~g in t ,hi~  dil-ectiotl wen made towardfi 
the ond of .Jrrly 1948. I ' h i ~  was followed up  cr~rly irk Ochbcr by tho annouilcement, 
of a f11l1-fledged Allti-inflation Progra.mme. 

An ttlle ~harpes t  t-isc. Ili~d occ.~[rl.ed ill cloth p r i r~s .  r~co t r tn~ l  wart appl~cd lirot 
t.0 t11i:c ( 'o~li~l~odity. ' l ' t ~ ~  C4ovcrn111~111, ill r0~1~t1Itatio11 wit.J~ t.hc iliterest~ c.orlcerned. 
annoeucecl on :JOth . l ~ ~ l y  tllcir proponale for (1) the fixation of' t'i~ir ox-mill prices 
for clot11 anct yeru, (3) the fitt~rnping of n u c l ~  prictle on all cloth ctnd yaru i~~cluding 
t,llc cxititillg stocks with the rni l l~ which were froaen md (3) the ctlloccrliou of 
cloth on e qaota basis 10 Provi~lces and Statcfi wubject to a coiling on tho margin 
to  he charged by mtnilers (since Bxed on 1 ~ t  Dcncinbcr, 1948 at, 20 per ccnt). 
Wholeualenl arid retailers, however, were allowed to dispoee. of up to 31st October 
(bubseqllently vxtended up to 30lOth Noveurher, 1948), unstnnipd o1ot.h Ij-itlg with 
them. On 31et Augilftt, it WHS decided to  reimpose floor cmd ceiling prices for 
raw cotton, the reupective r ake  for .I(rrih fine cot tor^ 26/32' ~tirple heity Re. 405 
tbnd Its. 620. Later, on the rccommendatione of the Tariff Board, the prices of 
r1ot.h wcro fixcd with effect from I8t January, 1949 at levels representing a reduc- 
tion of about 1 p r  cent in the cum of c o m e  varietiw, 3& per oent in the c*ee of 
~riccliurn variotjca and ahout 10 pcr cant in the ctlee of h e  and superfine vclrietice. 
Ae regarde food, the new polioy announced on 24th Geptember uhed st gradus1 



TABLE 17.-MOVEMENT8 IN PRICE INDICES SINCE DECONTROL 

(Blue : Yaer ended Auguot 1WJ9= LOO.) 

Perrenags 
i tmw#c ( + I  

Commodity Qmup 1-ovember 3f-h July or 
le r ~ t  isaet l e d  gt ~ ~ T W C  (-) 

of od . (3! 
wcr (1)  

1 2 3 4 
F0.4 ArticlW . . . . . .  . . . . 294.8 147.1 390.7 +31.6 

1 . Cersele . . . . . . . .  . . 317.0 408.9 473.7 +4@.C 
2 . Puhea . . . . . a  . . . .  573.5 362.4 440.3 -23 2 
3 . Othara . . . . . .  . . .. 220.3 259.5 289 . R +2%.5 

1nluM.l R ~ w  M8trr id~ . . . . .. 377.8 387.7 448.8 +1@.1 MZ.8  + 2.8 
. . . .  . 1 Fibres . . . . . .  355.5 403.9 4 M . I  4-30.6 488.6 - 1 .2  

2 . Oileeeds . . . . . . . . . .  .. 474.0 43" B 921.0 + 9.9  562.6 + 8 . 0  
3 . Minerale . . . . . . . . . .  292.2 SO9 . k: 301 . G + 5.2  320.5 + 6.5  
4 . Othm . . . . . .  . . . .  347.5 351.0 335.4 + 2 .4  303.0 + 8 . 4  

&mi-m8nuMunr . . . .  . . . # 

. . . .  . 1 Leather . . . . . .  
2 . Mineral Oila . . . . . . . . 
3 . \'egtable Oils . . . . . .  . . 
4 . Cotton Yarn . . . . . .  . . 
5 . MeWs . . . .  . . . .  . . 
6 . Oilcnkes . . . .  . . . .  . . 
7 . Othem . . . . . . . .  . . 

All Comm8ditias . . . . . .  .. 302.0 340.7 389.6 +ZB.O 370.1 - 5.0 
h'ourw : Offico ol  the Eronornic Adviser to the Governmellt of India . + A\ rragt, of weeks . 
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reintmduution of oontrols ovor pricea, prcwruwment u ~ d  dietribution in reepect 
of major foodgraiae. In  Deocmbor, tho Central Governmcnt acooptcd the reoom- 
mendations of the United Provinccu and Ribltr (hvernmont.9 to s t a b i h  sugar 
p r i m  (D24 Qrado) a t  RR. 28-8-0 per miind ox-factory ns agaiilut Rs. 35-7-0 in 
Deoember 1947. 

With rs view to countorclcting einiultnnconnly the inflationary prcssureu which 
were mainly cst the back of thrm price irlcwasee, the Governmcnt &opted a 
nunibor of fiscal, nlonctarg and ot.hcr meaalme in hems of thcir 4th October, 
1948 Anti-inflntion Programme, already referred to earlier in the Report (vide 
para 19). Tho wholmale prioe index, whioh had soerd to 389.6 m July 1948. 
e w d  to 382.9 in A~lgi~at and, after moving narrowly around this level up to 
Deoemher, tended to decline almost continuotl~ly during the euoaeding three 
monthe, touching 370.2 in Maroh 1940-(c dccline of 5 per oent over the peek Ierel 
reltohed in July 1048. 

Tahle 17 oomprrroe the group indices as they stood in Msroh 1949 with t h e  
puak levelw reached in July 1948. It will be sccn from the Tahle that all the grollp 
indices, with the exception of indusbrial raw m~teriale, showed net doc1inee. Food 
artioles were lower on b Jnnce by 3.6 p r  cent. d - m n u f a o t u r e d  articlc~ by 4.7 
per cent, manuf~ctilred articIea by I I por cent and miscellaneous by 4. I cent. 
The aub-groups contributing to the dcaline were notahly, (1) textiles (in the manu- 
facturcd articlm group) which fell by 17.7 per oent and cotton yarn (in the semi- 
rnanofaot~~wd nrtioles firoiip) which came down by 18.1 per mnt. The cloaing 
qilnrtor of the ,year also witneeaed a MI in c o ~ t  of living, the Bombay Cost of 
Liviug Index (Bcwe : Auguet 1939=100) standing a t  296 in blltroh 1949 aa against 
310 in 'December 1948. The measulr, of disinflation thus achieved was also reflected 
in the trcnds in money supply. Tlorinp; the last eight monthe of the year, i.e., 
from August 1948 to March lM9, tho total money snpply showed a nct oontraotion 
of Rq. 18 crorea. 

Although as indicated abovc, thc Inttcr pert of the year q ie tc red  nome 
i n i p r o v c ~ ~ ~ c ~ ~ t  in t.ho prim ~ituntion, II p a t  deal of leeway would have to be m8de 
if, for ilultaiicc, thc prc-dcanntrol levcl of 302 for the general index is to be reached. 
The general index in March 1949 ltt 370 w w  highor by 22.5 per cent than the 
prccdecoutrol lave1 and by 8.7  per cent than tho lovcl prevailing a year ago. 
Apsrt from this, there baa also boon R conaiderehle widening during tho year of 
thc disparities of Indian price lcval~ ILR cornpaxed with those in the U.K. and 
lihe U.S.A. Thuu, in Maroh 1949 the wholewale price level (Bme: 1937=100) in 
Tndia wnn 171 per oent nnd 189 per cent rewpctiveIy of thc prevnilihg levels ill 
the U.K. end the U.S.A., the correepor~ding percentages a ycat ago having been 
lower a t  160 aud 171. 

111. FOREIGN TRADE, BALANCE OF PAYMENTS AND 
EXCHANGE CONTROL 

A. FOREIBN TRADE 
26. De~dopmcnrs i n  Trade Polic?~.-Ae in the previous yoar, controls 011 

imports and export8 were the m o ~ t  influential factors in India'e foreign trade. 
I n  the formuletion of their trade policy, the (lovernment wcrc guided on the onc 
hand by the availtchility of foreign exchange from the different ourrenoy areas- 
particularly from the hud ourrency sector-and on the other, by the need to 
integrate oommercicrl polioy with their dininflationary programme a t  home. Hard 
currency importa were oon6ned to goode which were of the moat essential character 
and which wore not obtainable elsewhere. The control8 were further tightened as 



a prnra~rt,ionsry tncanllre agtlin~t any porjeible inrrtuwe in hard currenay d0ficit.o 
a~-ini~tg from the higher levole of food and other imporb planried for 1949. Rome 
rommnditicw, were tranufend to the prohibited l i ~ t  while the reetriction~ on t,be. 
import of athem WON furlher tightcncd. Sonic of thc rnoro cwnt ie l  iml)orb wcrc 
~nnght  to  be divurtcd from hard currcncy ama8 to  oft. currency countrie8, eovcral 
1,ilateral tlrado agreements being concluded for thiu parpotlo. 

'l'ho 1ik)cruli~stion of soft cirr~rrncy imports int,roduccd a t  t h i ~  timo wcr~ ul~cle 
1rnr;ni hlo I)y the reltltivelq* c a ~ y  801 t curmnc:y position reattl tinp f r c ~ ~ l  eBcct,iva 
i tnpr t  crotitroln in the previous yoar and thc ~uh~tnl1Li;ll skrhng relesae rrcrrisad 
t~nder the Indu-L1.B. Financial Agreement nf July 1948. 'Cwo O p n  General 
Iice~lcee Noe. XI a~lcl XI1 ware introduced in July 1948 coveriag imporh from 
soft and mcditrln (t:iz., Switeerlnnd artcl Swedeu) cumncy amsR respectively : 
thn latter licenor? wan v;tlid only up  to 31at January. 1040. 

'I.'l~r, ot.hor eteps ill the tiirectioi~ of libcralinatioi~ of import coutroIn Laken 
dlrrittg the hidf-year .lnly-Utwemher 1048 included (a) the itltroduction on 22nd 
Septoml)or, 1048 of Open Cctlcral J,iccncc No. XTTl covering intportrr of goods 
from d;bpxn, for the ~mriotl up to 31at Mamh, 1949 ant1 on Octohcr, 1948 
of OI)CII Oetler~.l J,ioeuce No. XIV covering inlportlr fro111 Ceylon, Por t~tgl~e~e 
portsae~io~w in Indis, Irwq a.ntl Pcr~ia~n Ottlf Sheilrtiotne, ( b )  the cxtcrt~iot~ of thv 
accyw i ~ f  O l n l ~  Co~mml I,ic:olcrcs No#. XT, XI1 sntl XI11 finally hinging the totSal 
~ ~ u n ~ l r c r  01 itn~us plancrl 1111r1er them to well tiear four Bundrd, (r) the reo~vvnl 
of R grni~t: rnrrny itaoitls from the prohibited lial for tho ptlrpoee of licenaitlg iron1 
uol't cllrrency co~tnt~ries :tlrd ((1) Cka addition on 15th Novemhnr, 1948 of certain 
loxnry item* (t~~rtirily mulor cars, ciga~u?tt,ea ntld liqanrs) t o  the goode ~lndor Open 
Getlernl Jlicetlcs Nu. XI. Thc inlport control policy for Jaauery-.June l94R all- 
ttounced OII 22nd Fcbruthry, 1049 cnntini~ed wit11 eligllt dtcrntiot~s on tho lines 
of the policy adoptcd during thc ptsviors half-yew. 

''he rvvirled ochvmc of licensing import  of cepitt~l goodv altd II(*ILVY cler-trrcul 
j,l;tnt whic.11 way trrlno~~rlacd on 10th April, 11M8 had tr provieion for oxtellding the 
~ ~ r r i c ~ l  of vctlidity of lic:c.nt*a rrp to threu yews. Tho scbemc which was nljghtly 
a~nctldcd on lotsh Kovctnhar, 1948, formed the b ~ s i s  for licaming of c:ayital goods 
thrnt~ghoi~t, tho gear. A notewoi-thy step t.owsrrls t,he nmooth end efficient adminis- 
t,rat,io~t of import. controle W ~ H  tho cstn.l~li~Iiment of the l'mport Adviaury Council. 
the first ~~iuetirly of which was hcld un 26th February, 1949. 

AK wga1d.n cxpo~t~t;, the t~ucd for rnirxi~ninirtg hnrd currc~t~cy c t~ r t t i~ ig~  wits of 
l ~ a r ' t ~ t i o ~ ~ r t  i ~ ~ ~ p o r b r i t ? ~ .  With t h i ~  catnu nil inwetwed nnxicty to preserve the 
tredi tioad espcwL ul~rkott4 ~it.11otlt dc[)rivjllg bhe domelrtic CoiINlImer of ILeceH8ary 
etlpl)liea ILY ~ 1 s ~ )  tho rc:quimmc~~tn of coat~tries wit11 whom the Goveri~meitt had 
enlercci ir~tu I)ilatc.rnl agrtran1ant.u for the import of carrcnt,ial com~nodities. Arc a 
fwst ~ t c p  in cartalising exports to hard currcmy aolintriea, orraugemenbs were 
ntadc frolit July 1948.t.o licencre exports of jutc goods to the full exlcnt of the 
ql~ri.trtity i~pplietl for. 'l'he proportion of raw jute allacrrted to the U.8.A. in the 
overell quota wax much l~ighcr in I948 than in 1947 alld raw cotton exportr, to  
lli~rd currency arws wcro generally exempted from tho operation of the baa on 
cotLon cxporb whioli W ~ L R  impowd towtlrde tho c lo~o of the year. In  regard to 
aummoditicr, liko pepper which were 110 Iongcr nuhjeot to  export coulrol, it was 
fcnrcd that certain Haropwa cou~ltrica wcrc puroha~ing nttch articlm for uubwquent. 
s a . 1 ~ ~  to the [J.S.A., thr18 preventing the dollnr prclceede of thew exports from accro- 
ing to India. Control over pepper was, therefore, reimpoeed in June 1048. 'l'hi~, 
hnwevcr, enditr~gered i t s  exports to hard clrrrency areas s~ well, and the problem 
wntl finally ~olved in Novombcr 1948 by placing p p p r  (w, well aR nigerneed trnci 
nancialwood oil) on Opon Gcncral Licence No. 3 covering exyort.8 to  hard ourrency 
corllltriee only. 



Tbe surioue dcx:lino i ~ r  India '~  hard ctrrmrlcy oarnit~ga hoc:nme obvious in the 
herond quartcr of the yew and the Export Advi~ory Conncil which mat 
on 2Snd November, 1948 appointed a oorurnitteo lo suggesl; mesures for thr: 
stimulation of exports to hart1 curreucy countries. The report of the con~niittoe 
included  proposal^ for (a) the romoval of export duties oo oils and oilsseds, (b) t8ha 
provision of trpmiccl inceativw to exportere to hard currency countrio.u bg ~ l l o t -  
ment of additional quotas for r~oft currency deetinations ns a cornpcn~a.tic111 for 
lower profit margins nullimd from exports to the former countricu end (c) the 
plxchg of items like Ttldian artwere rmnder Opon (].enera1 Licenco. Of those. the 
Iaet uuggestion wlte given elTocC to in February 194V by irrcll~di'ng art \ ) r ~ ~ ~ w n r a  
in Opon General Licenco No. 3 end action in nrrpoct of tho ficcond propo~sl was 
taken in March 1949 in r ~ p t  of cotton piece-goodu, while the im~domentation 
of the f i r ~ t  woommsndntion was embodied iu the 1940-50 1)udget proposela for 
the removal of dnties on oils and oilswtls. 

Concurmntly with the special metwureH adopted for exl~arrdir~y cxl)ort,s to 
hart1 curreuoy countries, the Covernnlent followocl l.he 11olic:y of cxpn~~ding 
Indis'tr exports to other dclestiua.Lione He ~vcll. Si~lcc the c:lltl of tho wAr, 
over 250 wticlss have he11 frecd from export. control, tl.molig whic11 may hn 
mentioued uiou, leu, rsw wool, rugu, ~ U T I J C ~ N ,  coir, C U ~ P  ~ ~ l ' ~ d l l l : t ~ ~ ,  t n o ~ t  ~ i l l ' i ~ b j r \ ~  
of rnw and b1111ed hidw, G ~ ~ ~ C W I I L I ~ B ,  sa l r~ l~ t s ,  s l a r h  goodx, tot)wi.o, 1cath.c.r. 
nlanufircturea rrud to& (thc lust nnnlod bcing til~hjcnt tn a11 e ~ ) n i ~ : ~ l  quottl), Owirrg 
t,o shorbqes a t  hornc it WibR ~ ~ c c c s ~ a r y  to reiupose control over the export, 01 
rnaagtbncsc orc, iron ore and chromite. With a view to couukring tho dcclil~c. 
in t.he export of cotton piece-goodn which had oocurrud dusl)it,o thc. fixation of 
relstivuly large export tjuott~q, the Covc~~nn~cnt ttnnnirnccd in Soven~bcw 19.18 
rcductious in the export duty [or mill-mdc vs~icltica nt~d a l ~ o  det.idrd i ~ r  E'ebruary 
1949 to allow frcc cxports of handloo~rl cloth for a limited periotl I I ~  t o  :iOt.h .Jrillo. 
1949. Tho control on cxport of cotton piece-gootis wntj firrther relaxed in Marc11 
1049 ao aa t80 admit ncw-comc?rrr to the export tmde atrd speciit.1 facilities were 
providcd for exportn to hard currency aroan. The export trade with Pakiut~11 
bencfitcd from n new polioy which clolrrly rmognisad the need for rodtloing tho 
for~nnlitiea ~ ~ ~ ) c i u h ( i  with control8 ax niuch n.8 1)wible. control i l l  ~.rsl~cct, of 
axporh to Pakistan w w  lifted for a limited poriod on 22 erticlcs includirrg rnn~tard 
oil, mlt, soap, matches, silk and woollon goods. 

Thn formation of the .lute and Jlite Cood~.i Export Atlvinr)l-.y C~~rrtr~rit,trr i l l  

.Julie 1945 indicntd tlint lliu Gover~iruc~~t wms 11ot annwnrc of thr. iniportirl~t ~ o l ~  
c~f the jute industry in the oxport tradf: of tlla conntry. 'rhc Colnnlittee would 
advim the Govor~~mont on thr: aclminist.ration of export, cr~nt.rol. An cui hnc com- 
mittee wau aypoiotcd in Ycljrunry 1949 to inqlrire into the prohlen~a of the tea 
itldrtat.ry, pn.rticola.rly the dmline in tea exports to hard cilrrency count.ries noticed 
tluriug the ycer anrl to s~rggeut n~~iteble rumetliw. 

The lo11g-tcrnn cortrmereial poliry of tho cou11tl.y norrli~iuod t.o hc ollc of ~ct~ivc: 
nsnociation with other trading liatiol~s (with tlic! o~eopt~ion of  tho [Tniotl of kh>r~th 
Africa) in promoting 1~acof11l con~mcrcial r~lnt~io~rs and rcnloving 1);trriera ilficctil~g 
trade by conrertcd notion. Whilo thc Havana 'f'rsde Charter wan unricr the act<ive 
collsidcr~tion of the (iovernment duri~lg tho year, Inditl's repmst.~lt.ali\c* s~glled 
on 8th dune, 1048 the Protouol of Prc>w~isional Application to 1 hi9 Gonol.a I . 2g~er~rc r~ t  
whiah the Government ratified and necewry nmondmc~lt,~ to the Irrdia~l Tariff 
Act of 1934 were effected on 3rd February, 1'340. 'rhc Govcrnt~icnt's rcprcsonta- 
t~ves  participsted in tho Sccond fission of the Contracting Pet.(,iah to thc C:ellernl 
Agreewent on Tariff8 and 'I'radc hcld nt Geneva frorn 16th Arlgrlst to 14th 
September, 1948, tbo Pirat Grssion having heen held a t  Havana from 28th Feljruory 
to 24th March, 1048. Tho adoption hy the Uontrncting Partiw (in their k o n r l  
Seaeion) of thc prinoiplm embodied in the Havana (:hartmy particularly the yrovi- 
sions representing the eubstanoe of Article 13 and parte of A~.tiole 14 of the C~AI-ter, 



was of specla1 intermit to Indirt. Thcss proviaionn of the Chnrbr cover the tise by 
11nder-developecl or wtrr-damaged oonntries, within specified Limits, of protective 
measure8 such t l ~ l  import quotas to help the economic dcvclopment aud reconstruc- 
t,ion of purticulax i~~duutrics or branches of agriculture. India duo decided to attend 
n further meetlug which commenced at Annecy (Erancc) on 11th April, 1040 of 
36 countriee comprifiing the 23 Contracting Pertics and 13 additlorn1 countrieu 
convened by thc Interim Cornmieeion of the Inkrnationd Tmde Organisation 
with a view to holding a further wries of t a r 8  negotiations and hringing in addi- 
tional ClovcrnmonL9 to participate in the Gcncral Agreement. An important 
deoision l ~ k o n  by the Government of h d i a  Rnon after the und of the year was to 
appoint a Fiacal (lommkeion for instituting a detailed inquiry into the polioy 
followed by the Governmelit in regard to protection of industries ~ i n c e  1922, and 
to oonsider, in tho Light of tho co~mtry '~  reqiurementa. how far i t  wollld bo desirable 
for Tndin to  undnrtltke intcrnationnl obligr~tioruc of tho kind involved in the Gerleral 
Agreement on Tariffs and Trade or the Havana Chart-er. 

27. Trade Agreemel~tu and Trade .Viwwncr.-Indie signed during the year 
scvcral commeroisl agreements with foreig~l uountriwi with R view to  consemin ! hard cllrrencieu by eecuririg soft, currency aouroes for the ~ i ~ p p l y  of essentia 
commodities like foodgrains, raw materials and capital goo&. Of the several 
agreements detsilecl below, tho most important wa4 the one reguhting the ex- 
change of commoditioa llclwcc~~ Pakistan and Ir~dia. The declaration of Pakistan 
r~s a "foreign territory" for tho purpom of tradc with effect from 1st JIarch, 
1048 calletl for an immediate acijustment of t.ho inter-Dominion trade relations. 
I n  ordcr to initpigate the hardships arising from the imposition of control over the 
movcmcnt of rommoditie~ hetwecm the two Dominions, ail nqcemont was reached 
in April 1048 betweeu the two Governments which soaglit 50 remove  restriction^ 
on the movement of arid the du t ic~  on prinhahle cornmodIt,ies like freeh fruits, 
vegctrrblt.~, etc This was followcd in May 1948 by another agreement whiah 
provided for it mutual exchngc of essential oommditiea on e eliort-tarm basis 
up to certain a p e d  limit*. The more important commodities which India agwd 
to uilpply incIu(1ed coal (2.3 million tons), clotb and yarn (4 lekh bales), jnte 
manufncture~ (60,000 Lons), iron and ateel (80,000 tons) and vogctable oils. I n  
reti~rn, Pakistan agwad to ~ ~ i p p l y  India inainly raw jute (5 inillion hales), raw 
cottou (6.5 lakl~ bales) nnd foodgrains ( I  . '75 lakh tcjns). Tho nb~eement W R ~  to 
oover R poriod of one y a r  from lftt July, 1948 to 30th Jnne, 1949, exccpt RR 

regards cotton, cotton textilo~ and foodgrJns for which different pcriods were 
fixed. It wnR deoided that oxchange of commodities should t ~ k e  p l ~ c c  through 
ordinary commemial channels. ln  September 1948 certain items ~ u c h  a8 goods 
allowed to he carried by evacuees and the movement of Government stores from 
one Dominion to the othor were exempted from import end export oontrol regula- 
t ion~.  

India n l ~ o  conuluded ~evcral short-term lilahral and bs~-ter tradc a.preemor1t.h 
for rrciprocai exuhttnge of goods with Wmtorn &rmany, Japan, Yiigoulavin, 
Switzerland, Czeohmlovakia, the U.S.S.R. and Argw~tina. A p m e n t e  wit11 tho 
f is t  two oorlntrioe wore of speaial eignificance since they ropmented an important 
step in tho direotion of muming the pre-war pd tcm of trade with thorn. The 
ngrecmcnt with %stern Germany oonoluded in July 1948 provided for German 
dolivcrie~, mostly of chemicals, dyes and capital goods of about RR. 6.6 crorw 
a8 again~t  India's exporte to the value of Rs. 4 aroma betweon the period July 
1948 to ,June 1M9. On 8th November, 1948 Indie eigned. along with four othor 
Commonwedth countrierc, viz., the United Kirigdom and ita oolonies (excluding 
Hongkong), Australia, the IJnion of South Africa and New %eland, a trade 
agreement with Japan whiah provided for exohange of goods worth Rs. 73 crorea 
between the contracting pazties. This agreement envisaged imports by Indie 



of the order of tts. 8.3 crores from Jctpau and  export^ of h. 5 . 8  crorea d u r i ~ ~ g  
the period Jidy 19.18 to Jn r~e  1949. Trnyorte were Co conrtisl. ~nninly of i~~dust.rial 
~nachiriory a ~ t d  plx~lts a i d  cotton trutjles, while anlong 'Elldin's cxpo1.L9 wcrc h t c d  
raw materials Y I I C ~  a8 cotton, jutc a ~ l d  iron ore, ,4n irnport,nl:l. ti.::~tr~l~: of' the trade 
agreement wilh Japan ib  that in spitc of tho fact, tlmt Japan i~ not n  oft. currency 
colmtry all trn.lwactions will bc itr sterling. 'rhe Tndo-Yl~go~Inv ' lhde  Agreement 
wrts eigned on 29th Doccmbor, 1948 and was to he cffcative for en initial periotl 
of one year. This agrcomcut provided for the grant, of 1nout.-favoured-natio~~ 
treatmc~it in ~-cnpcct of c:ustc,~lls cllargm, port ctutier;, ek., cju the goods arlii 
shipping of  tlrc. two oot~r~tr;es on tt?rrlln of reci~)roc:itj-. L'llder the ~greerneat.. 
while Tndin woultl export to Yugot:laviu articles nttuh :LO j11t.e and cotton ~na.11ufn.c:- 
ttires, linseed, tea, coffee, etc., Yugo~llrviu, would uupply ilr rct,nrn g o o h  r11nit1l.v 
111z&e, ~lewspri~~L, cri~lellt a.ntl ha-chnsts. l'ownrd~ the close of the year ill nia.rc11 
1949, the (+ovnrnmcnt coticIudi~d two agreements, one with Rwit.r.erlu~d and t . 1 ~  
nthcr with Ozcchoalovnkin for a pc:~.iod of one year. U~lder the Iuclo-Swiss Agree- 
mcnt,, Switizcrland will export to rndict principully rilwny ccochss, l~eavy 
r:lcat,ricnl r!qnipmc!~t, r!loat,ric+nI and medical oppartitus, texlilen, watch- und 
cl1eu1icra1.u vnlucd at Hs. i orore6 as i ~ g a i ~ ~ s t  111diun exyvrtu wurlh Ks. I .H  croren. 
The snlieilt t'r:atarox 01' t11n ag~wnlent with U~echotilovi~kitt were (u )  the provisiu~w 
made for tllc: export of Ks. I .T crorus of goocin, l~rl~irrly r a w  ~r~ntcrialu, fro111 Ifidia 
HY again:;t irrrl)orts, mot;tly of c3pit.d goods of nbout. Rs. 3.3 crorce, and (b) t.lie 
uudbrkLkiug by (.'zecl~owluvr~kia t.o rmke aveilablo t.o .Tndir~ t.(?olll~icsl pcr~onnel 
lor the entt~blinlltr~etiL of variuus iil~lust~rics in Ttldiu, bc:sides nn assurance that 
InJja'n sl~ilnj would be allowcd to carry a I-onsonuhle proportion of the trade between 
thc: t.wc, nou~~trios. 'I'll(: Indo-Argc?r~ti~te Agrtternerit signed in October 1048 provided 
fhr t11c stqq)lp by Tndia of 70,000 tolls of hesuiai~ ill euclruuge for 386,tjG\(? Curls of 
wheat; t h i ~  n p m e r ~ t  wag e x t e l ~ d d  in Jwrsu~ary 1949 to cover ad&t.ional 
qnsntit.ice ot' 10,Of~O tom of hweiarl from India ugabl .  t)Ci,(lOl) tons of maize and 
barley tiom Argentina. 'l'l~e barter clealtl with the U.S.S.R. co~lcludcd in two stagpa 
irrvolved exclitcnge.3 of tea, raw jute arid ottalor oil t iw  wheat. 

Apart frort~ the: ngreewmts already concluded dtwizlg the year, rlegotiations 
for a nanilor of nddit;ionn.l agreeluente, e.g., with Sweden, Fra~ice, Poland, 
Hungary. i d ,  Soviet Zone of Cenne~ly, Atletria, ILaly, Belgiur~l. 
Egypt, Iray, Iran, Afyhani~tttn, Tibet, Siam, Btlril)~, Ceylon ant1 Australia were 
still in progrw or were u~ldc-rr tho consiclcrrction* of tlro Govcmmcnt nt t.tlc ond 
of the yerr.r. 

During the year, mveral India11 Trado Min~ions vikited foreign aountrics to 
explore possibilitieu of cxpan.ioa of tradtr atid n nu~nber of foreign rniwiolu ~ l a o  
viuiieti Zrrdia Tor u siinilar purposc. :in T1.18ian 'knclc 1)clegation visiting Germany, 
Czecho~lovaltia ant\ Frnncc oonclnd~d nn ngiwment (referred to earlier) m-th 
IF'eeteni Germany. Anotl1c.r dclcgntior\ wcnt to F:gppt to investigate the poesihi- 
lities of aoqniring Egyptian oc>tt.on on a hnrter basis, which. however, conld not 
mstorialisc pending further nngot.int,inns. 11 third dslcy~ation also visited 
Afghanistan, Iran nnd E a ~ t  Africn.. 

Among the inao~lling trade mieuionn, the r~~out  uotable was Ghe cme 8yoneort.d 
by the SCAP, which viited lridia in May 1048 and ncgotiatcd thc purchaac of 
some e ~ ~ e n t i a l  111dia1l comrr~odities like raw cotton and jute rcquircd by Japan. 
h d i a  in return wan assured of favoureblc comidcretion in reupeat of ita nee& of 
machinery and chpital goods. 3Essionu wcrc also sent out to Indin during the year, 
from the Uuited Kingdom, Czechoslovakia, Yugoslsvin, Belgium, Hweden, Italy 
eud Austria. The British h1bdon cxplorcd the possibilitie8 of joint action in regard 
to eome common problems relating to cotton. An Anglo-Egyptian Sudau Cotton 
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* ~ \ & ~ H B ~ I R I ) ~ R  with Hl~ngnry, Poland. Finland ur~d Egypt Iruvu &rice h u  concluded. 



Mi~sion vi~ited Tndicl willr n view to negotiating the aale of Sudane~e cotton in 
this c!ountry, but no agmment was reached. Other trade missiona were from 
Afghanietun, Egypt, Iraq and Tibet. Ae a rceult of the negotiations with the 
-Afghan Miesio~t, a Tronty of (:onlruerce and Friendnhip was signed by the repre- 
:;entativen of the two countries. The Trndc Wsnion from Iraq held diecussionn 
with the Governmoat of Indin, anrong other  thing^, about thc expanviorl a.nd 
tleveloprneat of Iraq's trntle in ditteu. In this connection it may be noted that the 
(;ovurttruent 01 Intlis nllt~nted 2,200 tonu of jute a r ~ d  ti  nill lion yards of cotton 
tertilee for the first lrnlf of 1949 for Iraq in ret.urrl for 30,000 tons of barley. Ylhe 
Tibetan Tmdo n t i ~ i o n  which 11atl vipitcrl Entiia it1 thc prcviow year came back 
t .1~  cnt~tinucr the ( l i~urn ion~  with the Goverumeot of Indin relatil~g tuainly to  threo 
iwstlas, 762.. ( i )  tlio ~ C ~ ~ C : L H C  of 2 rnillio~t do1Iare f41r the pnrch;we of gold, ( i i )  1 . h ~  
retention of foreign oxc:Iinnge enrried by cxport.~ of Tibetun wool t.0 other c.ount.ries 
RII~I  (iii) the ~ M I I ~  of free C I I S ~ O I I L ~  facilitien (.In inlporta into Tibet through Tndin. 
l'n view of the uct~to nlrort,agt! of dollars, the (iovernrnont of Intlia regretted their 
inubilit,y tto relcusc ~?rlnllr.m to Til,ct ant1 t,he other points were reserved for further 
r:o~r,ri(ler-ntion. 

Xh~riilg the ycnr. Cntliu's Commercial 111telligcncc Service a.hroac1 WRB consicler- 
>l.bly ut.~.cngthoni!d nntl t.11e C:ov(!rn~llent clecided t;a appoint commercial represen- 
i.:~tiv(?n i1.t li'araclli, Dncca, ltin (la ,Isrleiro, Frankflirt, Uerne, Prague, Bangkok. 
\'o.nc-i~~~\~c!r, Flonia, Uaglrda.tl, rintl Adell. Fnrther, the  Tra.do Cornrnis~io~~cr~' 
c&tic-e~ i i t  Kat~goon nn(1 Tokyo were rovivcd. An important dccidon taken by the 
f<c~vnrn~ner~t. related to  tlw nppc,intmcnt, of't-he Comntissioncr-General for Econonlic 
and (lo~nlt~clrrial Afl&irs in Euroyc with I~entlql~trrtom a t  Paria. The duties of tt1i8 
officer wol~ld l o  to ~llparvise anrl contfac!t tho work of 'Frrttle Commi,suioner~ 
tabroughout E I I ~ ~ J I C  rind to aul~mit re1wrt.t; l.n t.11e Goverrr~r~eal; concerning cum- 
merc:ia.l negot,ia~ti&ncr nrrtl ecunomic flair&. 

28. Direction of .India's Beo-borne 'I'ru.de (Private ntul Oovern~mJ).--The 
rcc:cnt trucjt: si.ntinLic.s of' India are uul)ject tc, certain important lilnitntion~ in 
rt!speat of' coverage and vulutrtion. 111 the firnt ~ILCO, the Partition of the coilrltry 
nnd the declaratjon of Pakistan 39 s foreign torritoq from March 1948 have 
irltroduceci c:hanlgc~ in reg:~rtl to their ncope. While the trade etrrti~tics excludt: 
the trude of Ibltist.nn porle fro111 A A ~ ~ ~ U U L  1947,* they iacludo the trade with 
1':~kistarr only from l o t  March, 1948 witol the Standstill Agreomcmt with Pakintail 
cr yircd. Tlley also give only a pbrtid pic!t~~re of the external trade of country 
ae t l~cy dn not cover tho tnrcie across the ler~d frontivr~ with P d i ~ t a n .  Thie 
litr~itation on publinhed ~t~lttiutiuu should be clietinctly home in mild wherever 
compn.risonn trre rnade in the yarrrgrnphn below with the figures relating to the 
prcvionr year#. They arc? helpful n.s indictrtilg broadly the trade twnda and aotual 
oomparinons art! likely to be misleading. Secondly, o deperture was made in the 
presentation of Itldia'e trade etathtice from 1st April, 1948 by merging together 
ligitrw on private and (:overnment acuounte. For purpose8 of compaziso~u, 
t.hitrefore, with the combined figures of privah and the Gover~rtllent trade for tho 
year 1948-49, Iiecossury modilicatiom wkerovor possible in the figures relating 
to  prttviolrn yearn have I)WII effected in the etat i~tiw pre~entod in tbib Report. 
There ie uleo t-ho fiirt,her lil~nitation that the valuation of oxportn and imports of 
maml~andiso by t.ha C~ietoma authoritiea d m  not strictly cormpond with the 
~ot~un.1 amounts raaeived or paid for tbein. This is mom so in the cam of expolVta 
sinac: tnhc vnluntion ie based on tho wholesale prices in Indin which in some oases 
arc. conlritlerably below the price0 remivt-d by tho exporbrs. Io Table 41 on 
balance of pnymentr~, B ~ I I I O  rrdju~tment has, therefore, been rode,  for the years 
1946 nnd IN7. to allow for t h ~ a c  differences in valuation and, in the case of 
1943, the tignreu hnve been extrmted from exchange control records. Thia explaitls 

. .- .- - - .- - .- - - . . -. -. - - - . - - -- - - . . 
+ ~ a & l > i  frcrrra I &  Alr@ut. 1917 atrtl (!hittugonp hrnn 15th AII~ I IH~ . .  1947. 



the discrepancies that may he found betwwn the figures in respect of merchandi~e 
given in thin paragraph and those ~hown in paragraph 31 011 t-110 halance 
of payments. 

Tho total vallie of Indiar~ IJnion's foreign sea-borne tmde during 1948-4!b. 
on the basis of published figures (vide Statement TI) reached n rocor11 t.otal of 
Re. M . 8 2  croren nhowing tr rine of 10 per cent over the vrrl~~e of the previous 
year. Wliile  import^ moved up from Rs. 446.81 crores t-o Its. 518.00 croroo esport-3 
(including I*-exports) showed u moderate rim from RA. 408.24 c:rores t ~ )  Es. 422.82 
croreu. As a mflult, the deficit in t-he nen-hnrne trade account increased H I I ~ ) H ~ . I I I I -  

tially frorn RH. 37.58 (:rores in the ymvia~is gcar to Hs. 95. I8 crores. 

Tal)lt! 18 aad Graph No. 7 nilow the Inom important change8 in the distribu- 
tion of imports and exporte and trade balances with differont currency arevn 
for tho I a ~ t  two yeam eud comparcv them with tho pm-war posit io~~ in 193g-39. 
While the diructio~~ of India's trade rluring 1948-49 was nlairlly influer~ced I)y thu 
contrnl ~'olicieu of the Gaver~lruent, tho out;rt.snding features of t l~u  trade aert? a 
uhnrp rodllctior~ in thc import ni~rplrls will1 hard curreucy coontrim, particularly 
the rlollrtr area, anti t.he crnevgerence of a ni~bstttntial doficit with tho sterlily area 
and other  oft currency countries 11n1ike iu the prefiding ~ 1 1 c l  the pre-ww yeare. 
U~lcler the ~f.irnnh~s of tho liberal import policy effective! fwm ,July 1948, i~oports 
from stme.rling area and other aoft currcnoy ooantrioa (excluding Ll~onu from 
Pakistan) showed n eteep rise from Hs. 204.01 crores or 59 jmr cent of bl~o total in 
t.he previol~s yoar to Ks. 341.67 croren or (16 p r  cent, while there waa a coneider- 
able nhrinkago in oxporta from Its. 274.46 crores or 87 p r  ccnt of the total for 
194'7-48 to HH. 2iiO.UO oror- or 58 per cent of the total for 1948-49, resnlbiog 
1 i ~ r t . l ~  from the rt?duced expcbrt, ospwity of the c o ~ ~ n l r y  in reapoat, of prcstli~cts, 
n~lillly raw jute, raw cot.ton allti raw hides stid sliins. 'l!l~e uet rt!.y~llt wan n sizable 
deficit of )ts. 90.87 croras aH co~nparcd wit11 n sllr])iut3 of Its. 10.45 crorrs in t.hc+ 
precc?tling year. 

Inlyorte from sterling araa countries (exclnding Pol;ietnn) increa~ed from 
RR. 187.28 crores tn Rs. 230.46 crores, their proportion t80 total io~ports illso 
i!i(.reasiag from 42 per cent to 44 par cent. This rim in vslllen was accollllted for 
chiefly by higher levcle of importe from the United Kirlgdo~n arid Auntrslin. 
While imporbs from tho forrner increlvrcd from Re. 129.10 c:roren to Re. 152.13 
crom, thoeo from the Intter nearly doubled from J b .  11.27 aroma to Rs. 20.93 
crorea. I n  contrant, erport .~ to stcrliw area countries (exclilding Pakintan) fell 
from Rs. 195.81 crores to RA. 177.33 croren, the declilio having occurltd principally 
in respcct of exporta to the llnited Kingdom from Rs. 108.52 omme to Hs. 98.26 
crores and Anetralia from BY. 24.37 crores to Hn. 20.62 crores. As a retc~~lt, India 
acc11tn11lntt.d rr large trade doficit of Ra. 5:3.1B ammo with nhrliag arelr conntric~a 
(excl~itlj~ig Pakintnn), aa oompamcl with a surplue of Ra. 8.53 cron?~ in the p~r?vic.)llu 
yesr. 

The conme ol' trade in tho case of other eoft currency cormtrien waa ui~niler 
to that in respect of the eterling arca countries. Thcro was, an inarcnee in tlre lcvel 
of imporb from Ra. 78.73 crorea to Rs. 1 11.01 omrea and a fall in exportn fro111 
Hn. 78.66 crone8 to Re. 73.87 croreR, rcvel%ing the previous year'cl slurplus of 
Re. 1.92 m r o s  into a deficit of Its. 37.74 crorce. Arnong the indi vidual uoft currency 
countries, trade with Egypt and Italy ehowod at1 appreciable in~pmvcme~~t  both 
it1 mspt!ct of' imports and cxyorts, but owing t o - a  compcrratively greater rive i r r  
itnport~ the ndveme trade balances with theso courltrie~ increaned respectively 
fionl R.p. 15.37 crores to RR. 26.17 cromu and fro111 Its. 2.34 crown to  RR. I1 .B9 
croren. There was also a marked in~yrovement in tlre ehure 01' the Netherlands 
but the trade balance wae less favourable at RH. 1 .HI L.M~(?s an c~omparcd with 
RJ. 2.86 crores iu the pmvinrs ycar. 
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TABLE I&--DIRECTION OF SEA-BORNE TRADE (PRIVATE AND BOVERNMENT) ACCORDING TO OURRENCY AREAS 

(In I&hs of rupeee) 
I Y3U-39 1947-46 194s-49 

r % r -7 r---- A - A 

A m  or Countries Exporte Exports Exportr! 
Imports (includinp Bolntaee Importe (including Batnncc Importa (including B&rm 

Ie-BT.OCtts) re-exports) re-exports) 
I. starling Area (cacluding lakintan! . . 89.65 M*39 - 28 18788 1%,81 + 853 U 0 y 4  11151 - 53113 

l'"n@e . . . . . . (i8' 53 42 46 42 
The Unrted Kinpdom . . . . -18.79 58,37 + 9-64 1,19,10 1.06,52 - 82.56 1,52,13 98,?6 - 53,8? 
Australia .. .. .. .. 2.45 3,OO + 55 11.27 24.37 + 13.30 20.93 20,63 - 
Kenya Colony 

31 
a .  .. . . 4,89 59 - 4,30 10,44 3 3 7  - 6.67 10.80 3,tll -- ?,I9 

Othem .. .. . . . . 33,58 57,43 -. 6 30.67 61.36 + 84.68 m.60 B4,84 + 8.24 
It. Pakistan . . . . 1.18 2.43 + 1,25 4PJ7 48,22 + 23,S 

111. Othar LR ~ u r r e k y  Co;ntrir~ . . r~.ns 30,12 + 10.10 7473 7gr(i6 + 1.e  111~01 7 3 , ~ ~  - 37.74 
Pwcsnlngc . . . . . .  I,? 18 17 19 91 17 

E ~ p t  . . .. .. . . . . 2-21 l,2R -- 95 20,138 .5.51 - I S , ~ ?  a1,ss 7 - 26.17 
Iran .. .. .. . . . . 3,;; 8.5 - 2.72 22.47 5.64 - lf,63 2O.O 3,14 - 16,9d 
Anglo-Egyptian fiudau . . . . 1.1 9 35 - 64 4-21 234  - 1.87 .i,63 1,BX - 
li'mnw 

3,91 .. .. .. . . 1:40 G.23 + 4,63 3 ,  10.40 + 6,90 'It.89 7 + 4.41 
Italy .. .. .. . . . . 2'.,70 2.61. -- 6 7,40 5.06 -- .?,a4 18,44 6,65 - 11,69 
Net.herlantls . . . . . . . . 1.4: 4.44 + 3,01 5,9N 7 ,  + 2,86 3.44 7.26 + 1.81 
China . . .. .. . . . . j:73 2,80 + 77 2.41 i4:09 + I I . E l  I,%@ 5,6!i + d,d9 
Otlle~v . . . . 5.73 11,8-5 + 6,12 I2.N 31,83 + 16,96 26.73 Sir.00 + 9.27 

IV. Madiuln ~urnn&i ~ o u r i i r i ~  . . 8 60 - 2,Ur I2,68 4.08 - 8,60 1&70 3*33 11337 
Swit.7arland . . . . . . . . -  . :B 4 -.- 1.36 !),a4 1,48 - 7,8R 8,68 1.22 - 7,44 
Sweden . . . . 1,3i 57 - 80 3.22 2,60 - 62 8.05 c , ! ~  - 3 3 3  

V. Hard Curnney C'o;untia . . . . 44,W 4.72 3- 6.80 188,07 127.29 - 40,78 13Q.46 142,67 - 16,7B 
(n) Udkrr Corcn&-iea . . . . . .  11,01 20,76 + P,75 I,.i8!73 1,10,39 - 48,64 1.20.56 106.59 - 13.96 

I%mrrtap . . . . . . 7 12 3 6 27 23 25 
Cniterl Stat<* and I)oymdtmcie~ . . 9.98 1 $ 1,59 1,3i,i3 80.0'7 - 56,lS 1 . 8  - 32,39 
Otller Amcrican Amaunt Co~mtries. tl 1.16 + 1.10 1.74 0,08 + 681  i42 e,at; + 7,40 
Clannda and Nmfaundlatid . . na P,i4 + 1,19 13,03 11,151 - 1,8? p.i0 8,30 + 29 
.4rgontinn . . . . . . i ?,bS j 2.87 *,23 10,UY $- B,i6 6,60 16,76 + 1(1,16 

[b)  Other Had Cuwr,xy ~ ' o u ; i i ~ i e a  . . 31,91 P8,96 - 2.95 9.33 16,90 + 7.57 I&,W 16,06 - 2.82 
Eelpiurn a d  Luxembcwrg . . . . 3.06 4.46 + 1.42 5,4O i(1.67 $- d,27 & , l R  5.87 -..- 1,29 
Japan . . . . . . . . .. 1&41 14.82 - 34 i:70 3,Zi $- 1.81 8.37 4.59 - 1.78 
Cemuu~y* . . . . . . . . 13,M St70 4,34 4 90 + 86 2.25 2.CO 36 

Tobl  V ~ I U O  d Trade . . . . . . 165,51 389.83 + 1434 445.81 408,24 - 37.58 61&M 422,84 - 95,18 
-- 
ATolc .--.Ctwlinjl Arco-All the British Comnor~wedth coankies. Mandated temtorjcs and ell Britid: protectorates (or j)rotectcd State L-iz. Ku\vait. 

M a h  Territory and Trucial ma&) errJuding Can&, Sawfoundland, tho Anglo-EE-pt.ian Sulian tcqet?m&ith Burma, Imq, Eire and 
Tcdand. Since the figures of Kuyait (a Hritkh Protected Etek)  are no6 a~-ai:ab:e separately for 193S-3f!., t.hie country is grouped in 
'' (!tlier Soft Currency Countries in~tead d Sterling A m  Counhies for t . k  year. 

l k l l n r  Arcc~-+The whole of tho contitlent of. Nonh, Central and South Amcrica md adjoceilt island8 (esc.luding &mil, Chile, Uruguay. Peru 
and European poeeeslrio~lu) topotller nith Philippines.:' r 

Other AmwCmn Aczount Co~cnfrie~-...3Iexico, Cubs, Gunternla, Hondurna, Kiarragun, Coata Ric.8, Pnmma, 'Xfaiti, Dominican Republic, 
El Salvador. Venezuela, Columbin, Ecuador, Bdivia and P?!i!ippinm. 

0:hfr nard Currency C o u ~ i ~ - - B e l g i n m  ~ n d  its ponnc~ions, Portugal and  it^ potwesionr jexc.lndi~~g Yortupe*lndin), Germany and Jnpnn. 
:%cdit~rn Cu.rrmncy (?oilnkie.+ -.Swit~~,rIand and Sweden. 
I11c41xcles the r ~ o ~ t i o i ~  o f  tlle trndlX with Sorit.r Z ~ n e  of' Germany. b 
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In viow, on tho one hand, of the inomsad draft from eoft curreucy countries 
and on tho other, of the strict control over imports fmm the dollar &ma, there 
wae an appreoiable redaction in the share of dollar area countrica in tho import 
trade from 36 per cont of tho total in the previone year to 23 per cent. A inorkcd 
fall in imports from Rs. 168.73 croree in the previoun year to Re. 120 .GB crorca, 
partly offset by a dcoline in exports from Rs. 110.39 croree to Re. 106.69 ororos, 
mnlted in n susuktantjal reduction of the deficit with tho~c  countrics from Rs. 48.34 
croros to Re. 13.96 crome. I n  regard to non-dollar hard curreucy countries, howcver, 
India's imports stood at a high lev01 a.n compared with the pmvious yoar mainly 
because of the t r d e  agreements whioh thc country has oouoludod with We~tarxi 
Germany and Japan. Among the dollar conntrie~, trade with tho Unitcd Stotw 
and depcndencice showod e ~triking decline during the yoar. Import8 from the 
United Stales fcll by 24 per ccnt from Re. 137.73 crams in the previous year to 
Rs. 104.28 croma, while oxports declincd to thc extent of 11 per cent fiom Re. 80.97 
crores to Rs. 72.89 crorew. Consoqucntly thore was o marked reduction in the 
nclverse baltmce from RB. 56.76 crorm to Rfi. 32.30 crores. # imi l~ ly ,  the halance 
of trade position with Argentine and Canada (including Newfoundland) showed 
conaidt?rsbIo improvement a8 comybred to the previma year, the surplus with the 
former increasing fiom Rs. 4.76 cmms to Re. 10.16 mres ,  and tho defioit of 
RR. 2.52 croras with the latter in the previous year boil% turned into a eurplne of 
He. 0.29 orore. 

Thc main chwgcs in the trtzdc with medium currency countrioe d u r i q  the 
y w  wero a slight reduction in the rrdveme bulanco with Bwitzerland fiom Re. 7.88 
crorcs to  Rs. 7.44 ororcs t~nd an increase in the deficit witb Sweden from RR. 0.62 
croro to RR. 3.93 crores. 

A short reference may be made to  the trade wibh tho countriee of East Asia 
since they ocoupiod an eminent yoeition in the pre-war trade of the country both 
a8 nourcen of many essential imports euch a9 rice, timber, and mineral oils and 
m markcts for Inairy Indian exporta. Tahlc 19 which compares the values of 
Indict's trade with a number of Asian countrics during 1947-48 and 1948-49 with 
tho80 of 1938-39 brings o11L clearly the changes in the pattern of India'e trade 
with thcm. While thcro ie a markcd reduction in tho total volume of trndc, as 
can be nenu from thc composntively lower values of imports and export8 recorded 
during 1947-48 rir~d 1948-49 despitc the large riee in pricce nince 1938-39, Ihe 
decljne in ynrtinrdurly striking on the ~ i d o  of imports, thc percentage share of 
which to Tndia'~ total i~ilporte decliued to 13 in 1948-49 aa again~t  33 in the 
pre-war year. AR cornl~(~red witk 1947-48, howevor, tho values of importa during 
1948-49 nhowed contlidortsblo improveme~~t. Owing to  largor rim exports from 
Burma, the value of importa from that country increa~cd from h. 14.31 crores in 
1947-48 to Its. 18.77 crores. Importe from Japan end T h a h d  inmaad 
rcapectively from Re. 1.70 crores aud Ra. 1 -62 c r o w  in 1047-48 to  Re. 6.37 crores 
and Hs. 4.20 crores in 1948-49. The value of importe from the Enat Asian coantrien 
(excluding P ~ ~ k i a t m )  roee from Rs. 32.19 cmroe in 1947-48 to  Re. 46.11 cmreu . 
T h e ~ o  wcts tl sharp net-back in the value of export8 to them (with the excoptiou of 
Pakistan) from Rs. 66.83 c r o w  in 1947-48 to Re. 49.49 aroren. Ae o reeult, tho net 
visihlo eurplua of Rs. 23.64 croros in 1M7-48 ehrank to Rs. 3.38 crores in 1948.49. 

29. Compdilion of India's Sea-borne Trade.-The Table on page 83 gives the 
oompoaition of India's imports and oxporta (includmg w-expo*) wording to 
thoir main commodity groups during the yeam 1946-47 to 1948-49 and the pre-war 



TABLE 19.--SEA-BORNE TRADE (PRIVATE AND QOVERMMLNT) WITH EAIT A I I A I  COUMTRIE) 

(In l a k h ~  of rupees) 
1038-39 1947-48 19419-49 

r-- - -.--, r--u--7 A 7 

Erports ExportR ExportR 
Imporla (including B~dance lmports (including Batarmcc Import8 (inchlding f)ah?~r! 

re-orporte) re-exprtn) re-exporta) 

Burma .. . . ,. ,. ., . . ?4,41 11.30 12.91 11.31 13.98 - 1,33 18.77 1 0 ; ~ ~  - 8.21 

Hongkong . . . . . . . . . . 36 83 f IS ?,OG 4,lH + 2.11 2.48 3,18 + 48 

Ceylon . . . . . . . .  . . . . I,?R 3.36 4. 4 .Oi  2,S2 11.96 + 9,14 2.01 2.31 -t 9.70 

Nalaya . . . . . . . . . s . . 1 , I R  2.53 - l ,b4 6.46 4.83 - 1.92 8.76 5.34 - 3,42 

Chins end Formo~a . . . . . . .. 1-74 2.58 - 4 2,4% 14,% + 11,54 1,Y(I 5.76 + C,56 

Indo-Chins . . . . . . . . . . 11 68 + S C  - 00 i 91 63 1,79 + 1,16 

British Borneo . . . . . .  . .  . . 38 - - 38 3 10 + 7 16 10 - 6 

. . . .  . . . .  Indonesia . . 1,3H 83 -- 4.3 43 1.03 + 60 - I $ 128 "5 

--- --- ___-_---_I-.----- 

Total (inelullng Pakittun) . . . . 49.42 40.38 -..- 9.04 33.37 8 . 2  - . 68.48 -71 + 27.0 

Ae Perrmiagc of India's Told TmrZc . . d2 24 7 14 13 23 
-- ---- --- _ . _ _ _ . _ _ _ _ _  ---. ---. 

% l a b  to one month, i.e.. Marc11 1946. 



year. As mentioned ewlier, the compartlhility of figures mlat.ing to thc composition 
of trade is affmt.d by tho merging of nbtintics of Government trade witah those 
of private trade from 1st April, 1948. While the figure6 for 1948-49 include Govern- 
ment trade, those for the previouu ycare ro l~ te  only to private t r ~ d e .  It is essential 
to beer in mind this limitation in drawing conclusione baed  on the following 
figures, particularly tbotle relating tso import trade for 1948-49 which reflect 1wsge 
imports of food and mn.chinery on Govcmrntrnt account:. 

1!l38-38 I M U - 4 i  191 7.W IIMS-48 
-- -A- .-- A_- .  - r--2-- r-A .- 7 

Ra. e m -  &. l'urccnt- He. /+molt- RT. Pwcsnt- 
cmmn q e  cruJos t iqc c ~ m m  age cmren mja 

Foal . . . . .. 24.00 1 5 . 8  38.74 l d . 4  48.93 1.1.8 O l . Q A  17.8 
ICur urc~tericrls .. 33.1H 21 .8  74.96 2G.O W2.27 23.1 128.93 21.5  
Rlanufnctritr*d n~ldt:low. . 92. 75 BO. 9 1117. ;iA 58. I 292 .9O 6.3. .i ! 5 2  .;6. !) 

l.'ood .. . . . . 3 . 4 :  23.3 50.43 l d . 6  76.I)H I 1 7 . 5  20.7  
H s w  rriakrinl* .. i f i . 2 8  4 . 1  100.20 33.3 I .  31 .3  98.81 T3.5 
?ricruufilct.~ired article-.. 50 .72  .YO.$ I ! .  I 816.7 I .  18 ..I( 2:W. 79 5 5 .  i 

Alt.hough iniportu of raw uiaterialn ~t.ood a t  Rs. 126.93 crorea as c o m p d  
to RA. 02.27 croree i n  1947-48, thcir proportion to the t.ott+l showed only o slight 
inc!mmct from 23.1 to 24.5. Howcvcr; if the large overland imports of raw jnh 
and othar primary a~-ticlee from Pakistan (thc statistics of which are not available) 
werc addcd to tohe irnport values, row motcriels ae a group would have acoonntcd 
for a much lnrgcr e h e  of the total import trade. Imports of mtbnufactured articleu 
di~ring the ycm 1948-40 ehowed a large rim in value from He. 252.90 crores in 
the p~avious ycar to HLI. 294.52 rroreR but declined in their proportion to the 
total from 83.4 to 58.9. 

Despib tshc cxolueioli of etetietics of land frontier trade, exports reflected, 
ou the whole, the changcs in the petbrn of trade arising from the Partition of 
the country. While thcre waa a ehrinkage in the valuc and proportion of raw 
materiale, mlmufactiired articles ehrrryly rose in importanoc? in export trade. The 
lose of raw material producing regions &B a result of the Pattition of the country 
and the 11eed for enui~ring adequate eupplies of raw jute and raw ootton for 
domwtic industry had thercfom caused a decline in the valua of cxports of raw 
materials from Rs. 126.28 crores to Re. 08.64 crorea, the fall in pomcntage being 
from 31.3 to 23 -3. Manufactured articles, however, uhowed an increeeo from 
Rs. 196.64 croreei to Re. 234.79 crorea, their proportion to thc total a180 sdvancing 
from 48.8 to 55.6. Thc value of articles exported during the year in the group 
" food, drink and tobscco " ehowed an iucreaee from Hs. 76.98 crorea to 
Ra. 87. Cili ororee, the increase in pmcentegc being from 10.1 to 20.7. 

Table 20 ehowe ohange~ in the value of important commoditiee enter- 
ing into the foreign sea-borne trado of India during the hst three yeers and 
cornpaw them with the pre-war year 1938-39. (It may be noted that  while the 
figures for 1948-49 cover trade on both Government and private ctccour~tn, 
those for tbe previoiis years mlah only to private trade.) 



TABLE 40. -INDIA% IMPORT8 AND EXPORTS OF CERTAIN 
COMMODITY GROUPS 

(In Iukt~r of rupees) 
Frivtttr: UUcL 

Yrivute oilly Govern- 
r-- ..... A ---- 7 rnont 

1838-38 ?2lH-47 1947-4$ 1UIS-49 

1 h1 P !I 1: 'I' s 
Grain, Pulri:r ar~d Flour . . . . . . . . l:i,7ll 19.@3 13,OO 6ti,51 
Oils- . V e ~ c t d ~ l u ,  Mi:~a~rrl  t r ~ : l i  ~Irlilurll . . . . 15,W :32,55 36-97 :37,06 
Cotton, raw a1111 m t n  . . . . . . . . Y.51 25,RJ 01,20 04,23 
Wool, r w  . . . . . . . . . . . . (if 2,04 2.44 3.17 
Chomicole, I)rup n l d  3fedic.inea . . . . . . 5-61 13.92 20,OI ?%,ti!) 
Dyuu u d  Coloum . . . . . . . . . . 4.03 11.00 I H.04 l5,8(1 
Machinery . . . . . . . . . . 19.7% 32.75 59,l I 80.S7 
Vnl~iclen . . . . . . . . . . . . B,liY 16,6S '?6,81 32.68 
Cott.on Y a1-m a1r11 M a n ~ ~ f a c . t u ~ o *  . . . . . . 14,15 4,12 9.51 17.015 
Motels . . . . . . . . . . . . . . I0 ,Bl  So.tI0 23.03 32.97 

Grain. Pu1.w ai>d I " l o ~ ~ r  . . . . . . . . 
' 1  . . . . . . . . . . . . . . 
 oil^--Veqotuble, Minor:ll awl Aniurol . . 
S&R . . . .  . . . . . . . . 
Cotton, raw w d  I C I W ~ ~ ~  . . . . . . . . 
Jute . . . . . .  . . . . . . . . 
Hiha and S h ,  ruw. t u ~ u l d  or d m w l  and leather. 
Metaltl . . . . . . . . ., .. 
Cotton Y u m ~  and bhnnfactu~t~ . . . . . . 
Jute Manufecturc~ . . . . . . . . . . 

EXPORT8 (u~cl~ldine re-expork) 

7.Y 1 15 1.3 - 
I 

"'3 "9 34,ijC -. .- 54,HO 63.71 
I ,ON 6,01 12,40 11.37 

19.10 4-15 9,80 7 0  ,-I 
44,84 1'H,04 39.57 19.15 
13.40 19.12 25,83 P:i,H9 
11.3% 87,t)l %1,98 I H;'U 
3,46 1.27 1,815 3.31 
7 , 5 i  27.72 5 41.13 

40,fN 69.88 1%7,R2 l4d,31 

30. Tariff Board.--The reconstituted Tariff' Board consisting of a Prwident 
and two membm was enlarged during thc year by the inclusion of an additional 
mcmber to cope with the iucrcaacd functions with which thc Ronrd was entrusted 
by the Czovurnmnnt. 111 addition to  it^ rinutll hnclions, the Hoard ww required, 
nR and when callcd upon, ( I )  to cnquire into t11e uost of production of a oolnnlodity 
produced in the oo~wtry and to  dehrmise ite wholo~ale or retail pticc ; (2) to 
recommend to  the Government measurcs nccrssary for the protoction of hdiu's 
industries from dumping from abroad ; (3) to undertake studice on tho effects of 
ad valor en^ and ~pecific dulics and tariff valutltiorls on varioua article8 and tlio 
cffects of tariff conceaeions granted to other oountrics ; (4) to report to the 
Govenlment on oombinations, trush, rnonopolios and other reetrllinta on trade, 
which may tend to affcct the induslries enjoying protection by rcntricting 
produotion or maintaining or rtlising prica and to ~uggest ways and means of 
preventing euoh practicm ; and (5) to maintain a continuoue watch over the 
progrms of protected induetries by conducting enquiries, on tho effect of the 
protoctivo duties or other means of assistance granted and adviso the Government 
regarding the necc~sity ur othcrwiae of m o w n g  the pmtcction or weisbancc 
granted, and also to keep a careful watoh to ensure that conditiontl lrttached to  thc 
grant of protootion were fully implemented and that thc protected induetric~ wcre 
being run eflicieutly. Consequent on rcprcscntations to the Governmcnt from 
mauy protected industrim that protection granted to them had becomo inadequate 
or ineffective due to  increased cost of production, the Government dcsired that 
enquiries into such industrien should be conducted tltl expditiously .y poeaible in 
order to give them eomo relief and in pursuance of this policy, the Uovernment 
announced in their resolution dated 26th February, 1949 that protected induetries 
ehodd directly approach the Board whenever the quantum of protoction originally 
granted wee found inadequate. 



At thc beginning of the year, eix cases of wartime induetriea which had been 
referred to thc Intorim Tariff Board, were pending boforo the present Board 
and the Government roferred to the B o d ,  during thc ycnr, applioatione from 
22 industries, of which 5 were fresh applications, and the r a t  worn in respect of 
pre-war and wartime industrim which had been panted protection earlier. Of 
thcuo, the Board completed by 31st March, 1949, it6 investigation in reepect. of 
13 induetries and submitbd reports to the Government in respect of 11 induetriea 
and forwarded its main conclu~ion~ and reaomrnendetions in regard to one 
industry. Tho Board had allso to review tho podtion of sorue of the indwtriee 
which had bccn granted protection on tho rccommendetion of the Interim Tariff 
B o d .  Ae regnrdiii other i~ldustriea, the period of, roteotjon $or,&ic;k. would *- .- 2 .>* --. 
cxpire by 31st f i ~ ~ c h ,  1949, the Board recommende onc or two yoare' extension 
in view of the f w t  that i t  WRS engaged iu investigating more urgent and important 
cafiea and was umble to  investigata all the cases within t-he nhort time a t  its disposal. 
Two cascs relating to the revision of the quantum of proteotion were also invasti- 
gated by tho Board. 

The Government, howcver, published their ordera on thc rcporta of the 
following industries ullbmittcd by the I~lterim Tariff Board n.nd the Reconstituted 
Tariff Board. 

Cxaorrp A 
Steel baling hoops 11. Stauic mid 
Starch indu~t.ry 12. Non-ferrone metals 
Glucose. 13. Pickers 
Potrre~ium permanganate 14. Ssticultum 
Plywood and tea chests IS. Artificial silk and artificial silk 
Electric motora tmd cotton fnhrirs 
Cotton and hair bolting industry 16. Sugar 
Dry battery 17. Bicyclos and bicycle pa& and 
Berro-ailicon accsesoriee 
Oleic acid 18. Alloy toole and npecid stecl~ 

19. Chloroform 24. Gold and silver thrcsd snd wire 
20. Ether eulphuric PR and anaesthetic 26. Biagneaium chloride 
21. Steel belt lacing 26. Hydrwlio brake fluid 
22. Fire hose 27. Bobbina 
23. Wim hcalda 28. Mochinc! tools 

Prc~cnrcd fruite 
Calcium chloride 
Yho~phoric wid 
Bichromatw 
Suburn phoephrttcs 
Potassium yerm&nganatc 
Oloic and steariu acid 

Antimony 
Hurricane Iantcriifi 
Sewing rnwhi~le~ 
Dry betteriw 
Sted biding h o o p  
Motor vchiclc bntteriw 

36. Coakd abro~ivcs plates therefor 

The Covernment accepted tho major rccommendations for protection of the 
Iuterim aud Reconntituted Boardu in rcgard to  all the jndustriee in Group A. 
Action takcn by the Government in reepcct of industrice in thie group included 
( I )  the granting of freeh protent.ion for not mom than thrco ycare by converting 
the oxisting mvcnne duty into an equivalent probctive duty, subject, however, 
to Rome industrim fulfilling certain conditions, (ji) the raising of the protective 



duty for no& more than three yeam in cane the landed cost of certain ni~niltw 
foreign products had fallen or the industry could not make any progress owing 
to circum~tances beyond ita cor~trol ae in the case of sericulture, (iii) the under- 
taking to adji~st the protective duty upwards in the event of the C.I.F. pricc or 
the landed cost of i~upodcd industrial  product^ or comruoditioa falling below 
certain limit atipulatcd by thc Board. Further mewurea 01 assistance to this 
group of i~~duslriee accept& by the Uovernxuent were (a) tho ILRRUPLLIIC~ to give 
priority in the lunttcr of allocating ~ c w c e  domestic raw mnterials to judustries 
concerned rrud to prrnt import  licence^ quickly to i11duski~5 for importing essential 
raw matcriarls whlch are not avdtl l le  in the country, (b) the promise to meet ae 
far nq poseihle the Government's requimmcnts from indigenous prcdlrcts snd to 
facilitate, through ndrui~uatrativo rnc~~urcs, irlcreasing offtake of indigcnous 
producb by domestic colwumcrR and (e) the offering of o h r  slrrsistanre s~tcll as 
making evaiIablo technical advice for the general iruprovcment. of the indr~atry, 
reduction of roil\ray freight, ctc. 

As rcgardq the Machine tools and Sbol belt lacing industries ixi Group U ?  tkc 
Board rccoalmel~ded protection, while in resl~ect of the others in this group Lhe 
Roard w m  aveme to the grant of protection, or russistance becauec either t l ~  
mlevimt induntry had rrrde r.ormirlerable progrca8 while under prokctioil, or thore 
wu atuser~ce of foreig11 competition, or tho industry w u  able to meet forcigl 
cor~i~wtihiorr o:~ cqual tcrms. or the fnir selling price of the indigcnous prnditcts 
co~uprrrid ft~tourirbly with the landed c o ~ t  of imported art iclr~ without duty, or 
tshc i~~duutrj- WLLS inetticient and w w  dependent nb~ohrtely on forcip raw 
materials. The t:overnelerrt wcepbd in full thc rccornmenct;ttions of the Tariff 
Honrd in rwpeut of the Iattur cakgory of inclr~strica. ,%Y rcgutls Mnchine t.ools. 
the Governmcrlt. rcalieod thc ncccsuity of fostaring this key inrlustry t ~ y  positive 
PtuLc action 1)11t wcrc dou btfir I ,  whotlicr, cnnsidcring it8 prcecnt position. t.lre 
lcvy of H prdlcctivc duty a8 recr~mmcndod hg the l3oarc.l would prove pructic:,li;le 
or r c s ~ ~ l t  in nn.v n;:ztcriel developn~ent of t,hc i11dilrst.ry. The G'ovcrnmei~t 11ad taker1 
n spcxinl notc of t.11~ l3ol~rtl'rr rccommrndn.t.ion for the c!reution of a epcial fund 
by the (~ovclhnment for the tfevelopment of tllo Machine Cool indnstry and were 
conuicloring nltcrnati\-e methods of duvelopiilg the induetry incltlding tho grant. 
of nu hnidy or other fir~sr~uial asriut.trr1r.e to prod ~rccrs. In regard to the St,eel be1 t 
lacing i~~ t l t~s t ry ,  tlie qirost-ion wiis refomd back t-o tho Tariff Uoarcl for fi~rt.l lcr 
irlvant.i;pntio~~ as [.he ma.jor 9ccLor of tihis induwt:ry is now ?-;it.r~:ttrri in tlic L'eki~t~nn 
RfCIfL. 

1ncl11dvd i r ~  (.;r.o~~p 0 arc: i i ~ d i ~ ~ t i ' i ~ ~  i l l  respect of which I,lle period of l)rol.c.c.tio11 
was to expire on :?tat  3Carc!l1, 104!) or the grant of protection waR for n iongcr 
period eubjcct, however, to ;L furthor review of their position I)y the Board before 
t h d  dak .  l o  uicw of the Uoard's other urger~t prwcc!upations, i t  could not review 
t.l~eir poRitior~ before Rl~t blerch, 1949 but recomrnondcd the extcnniorl of 
yrot.cclion for a further pe r id  of one year. Lo which tho Goveri~ment, a p e d .  

Rmiclos I.he t,wo price enquiries relating to cotton cloth aud yslrn, and S C C C ~  
which wcm ycvlding wit.11 tho Roa.rd nt thr! oommencemc~t of the year, thc: 
(Zovernment rc-lisrwd to thr! Ronrd two nlore c;tBeR reletiry to paper arrd 8uper- 
phobphate. Tho Hoard was a l ~ o  sskcd to determine the fair prico of "Hot Mctul " 
(irou for steel making) and pig iron (basic arid fou1ldr-y gradca). 'i'he Board 
eul:rnitled itti reporb in rtwpec't of cotton c!loth and yarn, paper and steel 
respeclively in ,June 1948, n'overnber 1948 and Slltrok 1939. 1)nt the Oovc?rnmerit; 
p f i ~ c d  their ordcrn on the first two reporla 011 14Lh Docomber, 1948 and 18th 
Fcbmary, IM9 roepectivcly. Ae regtrnte cottor1 cloth and yarn, the Government 
~ c ~ p t d  the Bouid'e reoo~nmendation that the prices should he fixed a t  fair leveb 
arrived nt wit11 finitable periodical djustmcntu for Huotuotions in the main 



elements of amt, namely, maw cotton, manufacturing charges, power and fucl and 
stores. Iu fact, the Oovernment adopted the formula for the purposes of fixing 
p r i m  of yarn which came into effect on 4th Anguet, 1048 and for ad hoc prices of 
cloth snbscquontly. I~ I  regnrd to paper, the Government accepted all the mcom- 
mendation8 of the Board relating to  sales to  the public, namoly, (i) that the eelling 
price of whito printing paper should be &bed tlt Re. 0-10-1 per pound, (ii) that 
the uelling priccs of 0 t h  vacietiea of paper as well as those of Duplex, Triplex 
cmd Ticket Boarda should be fixed by ay lying to  the price of white printing p~ptpcr 
revised diRcrcntiuls rccommcndod by t R c Board, (iii) that the proposed pr~ccs 
should remain in forcc for a period of ono year, and (iv) thnt the existing addit.iona1 
margins or extra.!! allowcd for ccuproalcndaring, colo~miq, ek., bo retained. 111 

regard to s h 1  prices, the hvernment annonnced itu docieion on the recornmencia- 
t i o n ~  of the Board to rake the existing retention prices of indigenous steel by 
about Re. 18 per tou ou. an average with effwt from 1st May, 1949. 

B BALANCE OF PAYMENTS 

31. L(ulu?m o j  Puy?~~cats.- -'l'able 21 pre~ents the Lalancc of payments of 
Iudin ovcr the period 1946-48.* The figures for the t h  yoare are not strictly 
uomparablc with eaoh other or with the data given in Tablc 18 and Stntement 11. I n  
the h t  place, the data for It946 and 1947 relate to undividcd Jnrlic~, while for 
1948, they arc 11ot only cor~li~lecl ill wcoyc to tho bolencc of payment8 of the 111dia:i 
IJniort but oxcludc ita excl~nnga trfinsectio~rs with P;tkintan. Secondly, thc source 
of thc fibwen for mexchandise i~ the (:~mtornrJ Heturne for tke first two yeare 
end thc mcordn of the Exchange Control l.)epartmeal for thc third. Some adjust- 
ments ltavc bee11 made in the date derived from each source to allow\- for the 
disc~.epanrica in coverage, liming and valuntion tohat have been found to exist 
betwecn tha two, but tbeeo a,dju~tmcnts cannot be conclidered trr either euhaust.ivc 
or final. Service itc1n.s nrc nlso not, ~tric~tly cc!n~pttrrrhle since the figures for 1946 
end 1047 are oilly rongh cstimntca based on indirect evidence ; thorc ia n 8ligI:llt 
elcmct~t of conjectnri: cvcrl in tho duta given for 1941). The figures ontcrcd under 
the Cl~pital Accorint arcs more precise but the covcrago varies from year to y o u  
and thc Auc:onnt is not complcte for any of the thrve years. Howcvcr, provided 
4 1  thc~c. lirniklion~ arc. borne in mind, the  Table oau bc said to present a rough 
picture of how Indifi has bee11 balaricjrlg its intcrnnt.iona1 account8 since the end 
of lho war. 

The main f(:otula undcr thc Cum?r~t. Acoorlnt is the fairly c!lose correepondcr~rc~ 
that kus beell maintained Ilctween paymenb a11d recelgt,s on account of mcr- 
chnndiae. I'P 1946 imports of mcrchandise (including food imports by the 
GovcramenL) C O H ~  JLn. 28H.7 crorew as againet I{&. 337.8 crora rcacived fmn~ 
axlmrts. 111 1'947, control on iuryorts having beell portly rclaxcd, t.he payments 
row to Re. 634.7 croree but, wincu: rocuipte also wcnt up to Re. 453.1 cmren. there 
~ l t ~  110 ~crioua dekriortiLio11 in the balance of trndc. Thc Partition of the coun1r~-. 
and tha cffcct of reimposed import corltrola toward8 the lattor half of 1947, caused 
the value of import.8 of nicrcha~ldiso to fall to  Rs. 476 -4: crom in 1948. (Tho figor(! 
for Covornment  import^ includes an amount of He. 60 c r o w  paid by thc Govenl- 
mcnt of Ir~dia to the llnitecl Kingdom for the purchase of s t o m  undcr the terxrlx 
of tohc Financial Agreenlent uf July I9411 with tho United Kingdom. The fact 
thnt this is e payment of tl11 extraordinary natutc shotrld he kept in mind in 
comparing with iigures lor euLier ycars). Sincc tohe receipts urere fairly well main. 
tained nt Rs. 433.7 crores tho net deficit on trade account appearn to have been 
mducd bclow the level in 1947. Tho absolnto increase in values between 1048 

- . . 
For a clelnilc?tl utuciy of tho Bulanw or Payments p ~ i t i o n  of India during tho period 

1 !)4($-4R nl~cl of t llc! ~nothocir uwd to coxupilo t l~c tlah~, t>ir/c the Rram:c H n d  qf I?~d,iu Bulldir., 
.S~rly 184R. 



TABLE 91.-INDIA9 BALANCE OF PAYMENT6 
(In cram of nlpees) 

1946 1947 INS@ 
----- 0. -.--- -, ,I-, 

1. Xerchsndise (inoluding ailver) : 
(Exporta f.0.b. Irnportri u.i.f.) 
(a) Private . . . . 
(b) Govornrnent . . . . . . 

2. Uold (non-monetary) . . . . 
3. Bl3rviotu: 

(a) Privatet . . . . . .  . . 
(a) Govornruent . . . ,  

4. u a t e r a i  ~ r a m f o m  i' . . . . . .  5. Unol~~~lified . . . . 
B. 68plW A#~uu~--  

6. Change in tho Baaeta of the Banking 
Bystom 1: . . . . 

7. Change in tk I.ic;dilities of the 
Banking System 5 . . . . . . 

8. Identified Security T m t i o n r * * .  . 
9. Contreetuel Trnnaaotions of the 

*. Cowmmmt : a (a) PUrnhedB of dollars fmm tlie 
m. .. . . . . . . 

(b) Othemtt . . . . 
10. Private Ca~i te l  ~ernittailcestf . . 

--7 . - . . 
I 1. ? d i i e o ' m  . . . .  . . . . 1.3 .- 8 .3  . ,  , . . . . . . . . . 

6. Erron rad Omir t l~n~  . . . . . . 7 . 1  - - 7 7 . 1  97.8 . - i 97.5 -- 1.5 -- 1.J' -------- ---..-- -- ---- - 
526.9 526.t) - ... 758.9 758.0 831.6 931.6 - - - . - - . . - - - - - . . -  --.- --- .- ------------ 

Xols :--The dab  for 1946 and 1947 d a t e  t.o undivided Tlldiu, while thoee for IB4S mlate only LO the lndian 'U'nion and aleo oxclude the Cnion'~ 
oxclhanpe traasrcotionn with Pdcistcm. 

@. The f i ~  for this year exclude transwtionri in rnsmhandiue under Government ).,nrter tie&. 
t Includee %. 60 CPOWB pnid for &OM k, the United Kingdom wc.ording t o  the t e r m  of the Indo-U.K. Fbiat~ci81 flpmelncnt of duly 1944. 
$ Covere foreign t.ravel, tmsportation, insurance, inventment income and other mh1la.noou wryim. 
5 m y  migrants' rernittanctu, 
II I n c l u k  the chnge  in the atftrling ansetrr I~old by the Reaorve Benk of India.; the alnount t r a n r f o d  to Peldstru~ has, however, not beon shown. 
7 In addition to the licrbilitii of authorisod dealers in f o r e i ~  exchanp, this itern krcludee tho foreip liabilitim of tho Resen7e Bsnk ropreaenting 

balnnces in the current ecoounta kept by certain foreign imtitutiona with the Bulk. 
** h l u d e n  repatriation of sterling dobt, movements in rupee seouritiea held by the Resowe BBL& on wcount of foroignera, rupee. wcuritiee 

enfaced for payment in London m-transferred to In&, ernortization paym0nt.a elid certt~in otJ~er contrwtual psymonts. 
tt Covom the ttander of kmounte between the Govonunente of India and Burme, the tranmctio~~a rolsting to the 1- granted to S k u ,  aubsoriptions 

paid to the Internetions1 3ionetsry Fund and the International Bank. and the m n t  acquisition of the pensions annuity by the Gove-enunmt 
of Indie,. 

f f Included suoh items M savings remiremittsacee. dietribution of capital under trust, repayment of funds, and nurplua fund8 of innuance oompeniee- 



and 1947, a.nd thc rcltttivt. inorwt~e (taking into consideration the Partition of 
the co~intry ) in 1948, arc partly n roflcotiou of larger quantiticw of goods imported 
u d  exported, but there is reaeon to belicve t h L  thie ie rlluuh lee8 true of exports 
than of imports. In avoiding a aeriou~ deterioratior~ in its belmce of ptlyments 
poeitior~ in the po~t-  war period, India has undouhtcdly received ool~vidcrablc 
hclp from the improrement in its tcrms of tra.dc. 

Among tho scrvioo itoma, the main clal~ge noticeable is thc f&ll ill i;ovc+n~~nent 
receipts fhrn Rs. 96. O crtirea in 1946 to Ite. 2.l. 6 croreu in 1948. This 18 explained 
by the fact that,, in 1046, tho Unitod Kir~gdom was elill inourriug a fair arnol~nt of 
civil and military expcnditnrc in India and pnyjng tho Coverr~iaeut in ..rlc.r!ing 
whatever amount the latter spent 011 iton hchndi. 

The Capital Sccoimt R ~ O W H  t110 manncr iiu which t,hc dcRcit.s on Curront 
Acco~nlt have k 1 1  financed. 'i'ho forcign a ~ s c t ~  of the bnnking s;yrctom (inclncling 
the ~ h r l i n g  ameba of the Reservo Bank of India) fell by Re. 156.9 crorofi in 1946, 
Hx. 107.5 crorcs iu 1947 end Ks. 327.0 crows i r ~  1948. 'i'he phenomenal doplet.ion 
of t h c ~ c  I L U S C ~ . ~  i l l  1848 ie, to a Iarge cxtent, explained a.nd ~ompcnnated by the 
increwrd nssctcl acquired through tihe oontraetuel trn!~un;tioae of 1.11i! Govern- 
ment ; the Govcrnrnent of t11c 'IJ~likd Kingdom war, pbtid 14s. 224.0 t~rores for the 
purchtlee of an nnnuity to rneat t.?~e e ~ ~ n u a l  pelrsion charges due Lo I?rit.isk naLionale 
by tho Indian Union. l'he oulflow of private cnpihl wtia much ~rnd1e1- in in948 
t.hao iu 1947, hut t.hc net payrnol~t on t h i ~  account in 1947 might have probnbly 
bccn lower than the figurc of Re. 64.4 crorcs shown in the Tii.blo, had dat,n been 
~vnilublrr 011 the side of receipt,s n.lso. 

Thc surplueee i ~ d  deficitw (nnder either the (hrrent or the CapiLtil Becount) 
ea shown in the Table lnueL be interpreted with caution in the light of thc met,hods 
of compilat.ion ndopted. The balance of prtyu~o~~te data for no onc: of thc 
three years can ba coosidored as exhaustive. The dat-a for .104K, being based 
on Exchange Control rccords, arc! n slight irnprovcmcnt on tho= of the previous 
h ~ v  yemi. Brit hem again thc low figure ehown againnt Hrrorrr and Omisaiona may 
hc cxphinod only by tho fact, that thhesc arc lnom or l c a ~  cqtially distributed us 
between Xecoipt~ and Prry~nelitu. A.llowi.ug for all t b c ~ e  considerationtl, however, 
i t  would be c!orrect to Hay that, cornpartrod tn 1947, there  wit^ no serio~ie deteriodion 
in 1948 in India's balauce of  payment^ when the year ie take11 ae a whole. The 
d d c i t  on Curre~lt Account as revealed in the Table is 11s. 122.6 c w m ,  of 
which h. 60.0 cmrca (88 mentioned abovo) R~~TWCXI~R an cxtreoldinary item. 
In the fimt half d thc yoar tl~cre was! i~ fact. a nct surpln~ on Current Account 
and i t  wee only the rclaxntion of import  control^ that turned the f111d result into 
e deficit of Hs. 62.5 crorc~ for 1918 nfi on wholc. 

Iildia'~ hnlnncc of payments with hard cunvllcy corintries showed large 
deficits on Cnnorlt Account t b o q h  tho fiplro wna very mnid~ #rasllur in 1948 
char1 in 1947. The import n~ld  oxport of mcrchnndise on private accounL showed 
a fairly urr1)st~ntial favourablc bala.nce of Rs. 22.4 croree. But the high levol of 
payruc~~ts made by thc Government (including the e x p n d h ~ e  on food imports) 
as wcll ae the expcnditum on invi~ibleu contributed to a nct deficit of nearly 
Re. 60.0 crores. This WILR financed by thc pnrckwe of dollnrn d n r b  1948 to  the 
value of $68 million (Xu. 22.8 croms) from the Iutcrnational NIor~efary E'und and 
hy t.ha utilisstionof the convertible sterling relocrsocl by the l!nit.ed Kingdom. 

It is di5oult to appriw the bsltrnce of payments position hatween India 
and Paltitlbn, in view of the i.t>lative freedom wbicb had ohtdncd in t h e  movement 
01 fun& betweon them and the non-availability of s tn ia t ic~ of overland trade. 
I t  is, however. possible to construct a rough picture of the traneactions in 
mernher~diec hctween them during the firat. ninc  month^ of the operat.ion of the 





34. Developnrc~.~ in Exzhani/e Control.-Thcrc was no basic change in the 
system of exoharige contml during the period under revicw cxcept for minor 
alterations hi eorno of the regulatiou such as thorn goremine; travel abroad and 
transeotio~~s with some foreign countries. The Pi~lencial -4gree111ent. with the 
UriiLed Kingdom was extended up to 30th June, 1961. 

36. (3e?tertcl.-In vicw of India'& vital interest in the sterling arm i t  111a.y 
be worth nolici~ig hcrc the ahnngen which took place iii tho compoait.ion and 
organib.aLiori nf that spstcin during Lhe ycer, with particular mference lo t.hcir 
offecb on Iridia's own foreign exulangc mcchm~isrn. 111 April 1940 Syria was 
cxcludc~~ *on1 the French franc am% and the eterling accounla of rmidcntb; of 
Syria l~egaa to be desigwtcd sfi S-yriaii Accotrutu. PnpmennLu by rcsidcnts of the 
Scheduled Torcitoricn wore required t.o be made to s Syrlu~r 41coo~~nt and prorccds 
of Indian cxports to that couotry wcrc t,o be eirnilarly received from rt 8ytia1~ 
Account or ill rapeen from the account o f  n hank i11 Sylbin. ArgenLuiai and Rrszil 
ccnscd to bc 'l'ransferahle Accoullt c?on:~trien ;re fro111 I n t  .lone. 1928 and were 
placcd in the group of Uilaternl h c a o u ~ ~ t  co~~lilries. Thc occounls of'thcir reaidellts 
were desi&matud at3 Argcntiac .\ccoruntu arid Brazilian .Qccount~ respccl.ivclg. 
Chile wilt3 taker1 0111 of the A4~nrrica~l Accomit aria and ulcludod in the 'l'ranufera.blc 
Aouou111 gl-ouy o ~ i  30th Junc, 1948. Payolcnts between Clrilc R I I ~  thc SuhcduI~d 
Turritorios could, thcmfora, bu rnacte in utcrlil~g, ir~td prooro~Ja of exports from 
India to Chile ct~nld be received in slcrling from a Chilr~n or any otticr Transfer- 
nhle Accoui~t or fro~tl 011 An~cricari .4ccour1t. Pan1 was excludeti from the 
Arucricsn .4ccoullt urea ncta from 1st A~uguet,, 11148 and t.he sterling nccounte of 
residcuta of l'cru nlcrc? designated ue Pcruvit~n Aucou11t.q. Pi~yrne~its I)r.t.ween 
Pcru arid ttlc Schnclulcci 'L'enltorier cvlild hc! mcltle in sterling, hut paymorlt frou~ 
a Peruvian ,\ccol~i\t to cnll~ltrie~ outuitlc the Scheduled Torritorieu wcrc to rcceivr 
t,ho prior ;~.l~pl*o..-~rl of the Uollk #)I England. .4u from 13th  august.^ 1948, 'l'iityicr 
was cxcl~~dcd frolu the cut.c.yory of Other (~oontrins uild groupad IlmoIig t h ~  
Hililtor,~l (.jor~ntrirs. 'rlw s&i.li~~g H C C O U I ~ ~ S  of rcsidcnts in 'f'itngicr wcre tieu;gi~atrcl 
11s Tarnfiier Accl>rlnts, ; I I I ( .~  procc*c:da of cxports from Indin to  Tarlgict lint1 herlccforth 
to he ot~tniucd io eterliulg f i - o r ~ l  a 'l'angier .4ccount or i r ~  rupc8 f io~n  t l t ~  aCC01lnt 
of t~ bnmk it! 'l'lmkier. The wsl.t.i~l~r! arral~geu~onts il~lder which tho Jl'aroo .Islat~ds 
were included in t.Lc storling nrea wore tcrminatetl on 10th Novcmlrcr, 194t) and 
Lhc-sc i~ la~ lds  WCI:(: placed in the group compri~ing Dcnmnrk and (~tcenlend, tllc 
accoc~nta of maidents of [,he Islands being truatctl ns Uauitrh Accoants. By an 
a.greement het.wwu the ITnited Kingdom and h l y .  t.hc latter imluding the Rcpiiblic 
of 8sn M;lrirro :lntl Trioetc was inclutlcrt iu tlic Trunuferablo 11cccx~nt gtorlp on 
6th Dcrccnil)er, 1948. Frotn tlic snnle dtitcb. 1.11~ Ystica.11 City cnnseti lo  be i~~c.iutivcl 
in the TLulitll~ t~lo:lctary war1 I L ~ I ~  C H I I L ~  I:IJ IPS t.reateal ~ C H  OII(! 0.f tllc coi~~~t . r iw I t )  
H. hitah thc: 11il.ij.tcrt1 l pny~nel~tw arrallpemcut.~ apl)lied. 

l'lrc atln\inist.mtio~~ o!' esclhmlge oolrtrol in the I'orsian (4i1lr arc;)., whi(:l~ had 
Lccn in thc hnnd~ of'the Itraerre J3ar.tlL of Indin till fIOtli Jnne, 1948, wna tsakell over 
after that. date hp t.hc Polittical Rcsidont, hhmin .  Tn~truetionn regarding the 
co~~drict of forcig~i exchn~ye t~uainess m ~ d  tile purchnse and salo of forejgll c~rahange 
were ahce 1st July issttad to b n l ~ l i ~  in that urca by the Polit.icn1 Krsidc~lt. Hahreili, 
ulidcr the snp~rvirrion of the Hank of England, and khcy were 110 loiiger requircd 
to ~uhmit  nnv returns to t.hr l te~errc  Bank of India nr to compleie I~ldiau cr- 
chnirgc aont.ro1 forme. 

35. &'ina)tcinl Agraeut,eJ with ,!he L!n.i[cd 1i'iagdont.-nisc~~ssio~is held in 
Lolldon in mid-1948 at. uii~iistcrial level hetweet1 the repmseiitstiven of the United 
Kingdorn and t.how tof India rcgardiilg the utiilisatioil of I ~ d i a ' s  eterling balances 
renulled in cm sgreenle~~t, signed on !MA July. 1040, which extttudrd the oarlier 
agreement. of 14th Aogu~t, 1W7, as extelded on 15th Fclpary, 1048, to be in 



force till 30th June, 1951, with certain mociificotione. The main objectivcs of tho 
nogotiation8 were: firatly, to settle the prim to be paid for the atores and 
in~tallations takon over from the Government of thc 17nited Kingdom by the 
pre-partition Govcrnmcnt of India in April 1947 ; aocondly, to evdve a scheme 
for the capitslieation of sterling pensiona payable t o  British mtionala who had 
retired from Government ~ervice in India ; and, finally, t o  obtain a furthor rolce.~o 
of sterling and m~iltilateral convertibility of part of much release. 

The negotiation8 relating to pentlions and the purehast? of utorea and 
i n s ~ l r t t i o ~ s  were laken up jointly with repmentittives of tho Government of 
Pakistan. A price of $100 million was a g w  upon for thc utorex and in8tallatiom 
whoso book vsluc had boon ostimatcd a t  a75 million. AR a ~ource of funds for 
meeting tho annual linbility on acco~~nt  of pensions, the Gover~~ment of Tnclia 
a p e d  to purchaw from the Government of the United Kingdom, two sixty-year 
taperir~g a~uuit.iee by paying capital srluw of £147.6 million and £20.5 million 
iu mpoct of the yensione payable by the Central Govcrnmcnt and those payable 
by tho Prohc ia l  Govc~iments rcslmdively. -4s rcgards releases, a transfer of 
f 80 million from tho Roservc Rank o f  Indih'e No. JI Accou~lt to its No. I 
Acconnt wns ng& upon for t.hc period of three yeare enlrliug 30th June. 
1951, to  he mndc in two oqunl portmions dilring the year ending 30t.h Junc, 
1954 end thu year ending 3Ot.h Juno, 1961. During the yeax aciiug 30th June, 
1940 no frwh reloam were to bc mule, hut the unr~pent btrlancc of $80 
million, sttmding to tho credit of the No. 1 Sccourlt on 30th June, 1948 
waR to bc? nvailabla for expenditure, thue m ~ k i n g  a total of £160 t nil lion 
which could bc ~ p c n t  for making current paymcnts ahrond during the three ywrs 
of the life of the agreement. T t  wae also a p e d  spedually t h t ~ t  any part of the 
release to be madu in the aecond par, which was not drawn, could bc carried 
forwad and ndded to the aulu available during the third ycar. Thc trnnsfera were 
to bc madc in multiples of S5 million, only when the tala.ncc in the No. T Account 
was lcse than f60 million, and to Lhe extent necessary to mtorc  the balance to Ghat 
levcl as a minimum. Tluring tho firat year of the agrecmcnt, a maximum amount 
of £1 5 million would bc madc available in hard currenoicr in addition to the current 
earning0 of s l ~ h  currencie~ and tho purcha~ce from the International Moxletary 
Fund. The herd currencie~ were dcfincd a~ t h o ~ e  of the whole of North, Ccrltral 
m d  Mout.h America and t.he adjacent ielanda (excluding Brazil, Chilc, Unlfl1uy 
and any hrritories which were part of the sterling wea, thc Dutch monetary 
arca or the Prcnch franc arca), the AngIo-Ameri~~n Zono of Germany, the Belgian 
monetary men, the I?ortngucsc monctary area (excluding Yortugue~ poseessi~ns in 
India), Japan and the phi lip pin^^. Thc monctary arrangement6 concludd by the 
United Kiugdom with SwikerInnd and Sweden, among other countries, enabled 
I~idia to make current payments to t h e ~ e  countries in sterling. In regard to Japan, i t  
ma8 agrocd that not more than £3.5 million of any ~urylus earned by India with that 
country should be taken into ucoour~t for the purpose of determining India '~ hard cur- 
rency canlinp. Tho amount of relerrsee to be multilatoralJy convortibla dllring the 
second and third ycme of the validity of the agmmcnt we6 lcft to be detem~ined 
by consultation and agrocn~cnt latcr. Lastly, thn agreement fixed n sum of 
£55 million ae due to India from the TJnittd Kingdom in final mttlement of all 
mattere arising out of the Defence Expenditure Ylen (except. for certai11 termi11a.l 
bcnofits which would be soyaretely adjusted). 

37. Truve1.--ln view of the then favo~lrable sterling positio~~, the Govern- 
ment of India decided in June 1948 to give p m h r  facilitiecl to Indiau nationde 
to travel to countries in the sterling and other  oft currenoy areas for reasons of 
plwurc,  hcalth or bueinoss. The rccte of allowance wae raised to B O O  pcr month 
per person available on a calendaz year l w i s  to-tlla maximam oxtant of f3,000 
per perR0I.l in any one ycm but witbout any limit on tho period of s h y  n.brohd, 
as against the previous rate for pleasure travel o f£  150 por adult and $76 per minor 



per moaLh available once in tllrco y e m  for a poriod of fool* ? ~ ~ ~ n t h .  A t  thr same 
tiwe, tha vllowance Tor travel to countries neighbouriug India, i .e., Iran, Iraq. 
Saudi Arabia, Ceylon, Burma, Mhlaya and the Llutch Etrut r~ldios wacl raised to 
RY. 7,500 pcr adult and Re. 4,000 per minor p r  yeat. Tho ectrles of allowcmces for 
pcrsonel trnvol abroad were revied again in Novembcr 1948, when the dietinction, 
till then drawn between Iudhn a ~ ~ d  foreign nationals, wari cllohhed and a uniform 
scnlc, btlsd on residence sud r~ot  on nationality adopted for all thorn rcsident in 
Lrldirr other than those on tcniporary viaits. Pernoas travciling for pereonal reasow 
to oourlLrie~ ill tilt sterling ax:d other soft omrcnoy a m u  wcro oilowed $200 per 
month per adult and f100 per lnonth per minor in addition to return tams for a 
period of four months per year commoi~uing from 1 ~ t  Novenlber, 1 V48. Her travel 
to Ssrdcn, Switzorl~nd, Yortugal and Belgium, and their p08~cesiun8 oxccpt 
Portugue~o Indie, the rate was fixed a t  $.60 por d u l t  md M5 per child pcr moiitll 
s~lbjoot k) a maximum of £100 aid EITO respectively, to bc deducted front a 
mnximi1111 nllnwancte of £800 per adult tmnd MOO pcr minor per year. This nllowar~ce 
was to cover trnvol in dl or any of tho countries specified and could rlot be nvailed. 
of for rach of tho cou~~tries separately. No allowanca was to bn granted for travel 
on the co~ttinnnts of North and South America (excludi~lg Chile, Poru. Urlrgnrtj 
trutl Rrnxil), Lho Philippine Itllanh and the Anglo- A m c r i c a ~ ~  Zone of Carmnny. 
The allowrtl~ce for trnval to the coilntrio~ bordering Tndia ci~u~neratcd oarl~er W ~ R  

rodu~wd to Ra. 4,000 pcr adult ttnd Its. 2.000 p r  ininor por unnurll plus return 
fsros, This allowance wu, however, in addition Lo the EUW limit for travel to 
othor countries merltionwl above. Non-uterling area nationals proceeding on 
leiwe to their own coiu~tries coi~ld receive remittances at the rato of RB. 5,000 
per d u l t  and HY. 2,OfiO por child in tho currency of thoir oowtry of domicile. 
hltarnt%tivoly, they could have their leavo salerietj remitted in their own ounc:~cies 
during the period of their s h y  abrottci. They could also avdl of tho peraonal travel 
allowance whm: permissible, buL any n~noi~nt no availed of would be deductod 
from their lenvo snhriels ~lnlcss oLherwl.;e inst,rucbd by the Rcsorve. ltank of 
hdin .  

Tho Govorn~nunt of India raised in April 1948 the pcriod for w h c h  foroig~i 
exchartge might be granted for 1)utiiness travol t,o Japan from 21 to 60 days. 
 person^ who wishcd to visit Japnu for business msAorle had to obtain yorlnite and 
aleo nrraqp for nccoasary exchangc: for their mninbnance in Japan through the 
Government of India. Thie mangemout was modified t.0 pormit the p a n t  of 
foroign exchaugc on tho presaibed ~cnlc  by the Itwerve Rank of lndia on tho 
producttion of tho necessary authority from thp Diwotor-(hneral of Commercial 
Intelligence and Stfitistics to sllow that the indii id~~al had hm?en permitted to 
travel to Japan. Tncidontolly, tho Gavernrnent of India also decidcd to gjve the 
uecesmry exchangc facilities to pcrsorin who \.;.-bed to oporl offiws in Japan for 
which applications were received and deirlt with by the Reserve Rmk in 
accordnnco with thc policy laid rlom by the Government.. Foreign exchangc for 
oper~ing ofices hl . J a p m ~ o u l d  he gircn in the first instancc for a period of six 
monthe a t  3250 per month, Lhe oflioe being oxpouted to 1)eoomc sclf-sufficient 
within that priod. 

38. Capitad !trran.Pfers.-Follwing thc rcductior~ by the Unitcd Kingdom 
authoritiee of their limit for the trantlfer of assots by emigrants from the United 
Kirlgdom to corntries outaide the Sohedulcd Territories from f5,000 to S1,000 
to be remittal in four equal iuslalmenta, thc Indian exchange control authorities 
dociiied in May 1948 to adopt the same scdc in the case of nationals of tho Unitad 
Kingdom and other countries of the uterling area excluding India in order to 
emure that they did not mwive more than what they would have obtaind by 
applioetion to the IJnitcd Kingdom authoritiee. 



Jn Junc 1948, thc (:ovrrurnent of  .India abolimhecf tbc limit of M,000 for 
trnnsfm by foreign national9 other than nationale of hard currenoy oountries 
retiring fro111 Lndia and decided to allow the transfer of their entire aeseta by such 
persons to countries in the ~terling area or to their mi~ntries of domicilc providod 
they were riot h a d  currency countriew. This concxssion w w ,  however, withdrawn 
in November 1948 so as to ellow rernittmce~ by foreign na.t,ionale a t  the time of 
retirement frnm India up to f5,OOO or ite equivalent orily to  Oheir countrica of 
domicile and in thcir own cumnciee. Simultanoonsly, t,hc concession to tramfer 
up to fii,OC)O in a Inmp sum to tmny conntry incli~ding the Unitcd S h b s ,  which 
wae being enjoycd by bona jide Statelees refugeem, was almo modified to require 
that t.he rcniittance be spwa.d ovm a period of four yners a t  a. m.te not exceeding 
$.I ,250 per yoer. 

At the request of tlie Govm~mc?nt of thc United Kingdom, following an 
agreement concluded betwwn the United Kingdom and Egypt with rcgard Lo 
mutual capihl tmnnfers, the Government of Tndia cotlser~ted to refer to the Bank 
of England, for prior consulttion arld apeenlent with thc National Bank of 
Egypt, all applications for tramfen to Egypt of amolinta in exwee of E5,000 on 
accoiint of mpatria,tion of savings helonging to persons of Egyptian natioilality, 
lcrrviny India to take lip permanent maide~~cc in Egypt, and on account of 
volunhq repatriation of inveatmenta by persons regarclod as re~ident in Egypt 
irrespective of ~iatio~ali ty a a  well as ap~dication~ for ot.her transfers of a capital 
naturc. 

30. PrzX.hfun.-India u d  Pnkivtsln signed on 30th June, 1048 e paymc~~ts 
a ~ ~ w r u e n t  which precluded cxchanb~ control a.8 between the two Dorninion~ and 
any rostrictiorm OBI the tranafcr on c u r r c ~ ~ t  or capital account of funds or accurities 
(particiilarly cvnouee funds in private hurl&) from one Donlillioll to the other. 
Provision was, however, made for coneultat.ion between thc k r v e  Bank of 
Indin and the State Bank of Pakistan in respect of the tranafer of evncuw filnds 
in the hltndn of the Cl~stodians of Evticuw Yropcrty. Thc agree~nmt was r!ot to 
affect. tho moverncnt of gold or uilver bctween thc two Dominions ; and, t-hcrcfore, 
the ban promulgated by thc R w r v e  Rn.~lk of India in Way 1948 011 thc export 
of bullion k, Pakistan continned irr force till T)oee~nber 1948 wbcn, as a reulllt of 
an inter-Dominion conference, the two Governmcnb decidcxl or1 e reciprocnl 
ba~is, t.o permit travnllerv belween tho two Doniinione to  take with them aR 
personctl lilggagcbre mneonahlc qeant-itias of jewsllcry incl~~ding that made wholly 
or rnczinly of gold. The pyniente csgrecment provided for the official rate of exchange 
betwccn the India rupec and the Pakistun nlpee to  bc at  par and for due notice 
and mutoal coneult~tion before any alteration iu thc! rate by the Government of 
either country. Following Chie the  Reaervc Bank of Indie fixed e m d y  buying 
rate of Rs. 99-31/32 and tt ~clling ratc of Ets. 100-1/82 for Pakistan Re. 100 for 
pi~rchsscs from and sales to ~cheduled banks, the buying and selling rates of 
scheduled hanks to the public beiag Rs. O9-l5/16 aud KY. 100-1/16. For the 
8eltloment of pymeuta between the two Dominiow, each Central Bank agreed 
Lo wll to thc other ita own uurrc~~cy to thc extent of RS. 16 croree again& tbo 
cumncy of the othcr; end, beyond this limit, i d e s  could be made against 
s t e rhg  from tho No. I Account of thc Rtlnk concerned with the Bank of England 
up to 8 maximum of f7 .5  millioz~ while balances etill rcmainirrg were to lo settled 
by transfers of sterling from No. I1 Account. Each Bank had thc right to 
parchaee from the othcr a t  ccny time a11 or part of its own currenc r by that Bank by tendering cither the cumncy of that Bank or stmling mm ite No. I 
Account. The agrscment furthcr providcd that, in the event of either Government 
depreci%ting ite cllmnuy in terms of the currcncy of tho dher  Dominion, the 
holdings of the former's cumncy by the latter'e Central Bank ehould be mdued 
on the baia  of the new rtat.0, and that the account of whichever Cmtral Bank 



incurred n l o ~ s  as a rcault of the revaluation shonld be written I I ~  by the credit of 
additional amounts of the other'a currency. 

The Government of India deoided in March 1949 to prohibit the bringing or 
sending into thc provincem of India any Qovornment of India one rupee notoe 
from m y  plrux: in Pakinten enccpt with the gcneral or spccial permission of tho 
Renerve Bank of India. The Rmarve Bank of India a l ~ o  canculled it8 general 
permimion for the hkiug or sending out of Tudien currency notee to Pakistan 
except by hna  jf& trevellem who wcre allowed to awry with thcnl currerluy notes 
of the Government of 111dia or notm of the Rescrve Bank of Indie r~yt  exceeding - - .* * - A  r Re. 50 in all. 

Exchange control in Pakistan, which wnA earlier being administered by the 
Rcscrvo 13ar1k of Tndia wtle taken ovor by tbe Rtato Dunk of Fakis tu  as from 
1st July, 1W8. The npecial wrangemcnts whioh had been made for banks in 
Calcutta to maintain separate eterliling and U. S. dollar Pakistan accounts for 
negotiating bills covering exporte from Cbittagong were terminated on 30th June, 
1948 ar~d themafter negotiation of such hills cxcept in ~o far ae thie wau ncccssary 
under commitmcnLe entered into prior to that date was ~triatly corltinerl to banks 
in Pakietan. 

40. I*tbporl Control.-Nepal ant1 Tibet hctd heen ao~midered part of India 
for exchango control purpom, but, ninm they had bccu exempted from the 
provir~ions of the import control notification, no licence had been necessary for 
importing good8 into these territories althonph t,ho foreign esr.hallge to pay for 
euoh imports \\.as being provided by India. The Government of Tndia, in order to 
reg~~larisc thc yosilioi~, in~ucd u notification No. fi!lTC/4P dated 19th June, 1948 
amending thdr  notification 50. 2:3/lTC/43 dahd l u t  July, 1043 eo as to  cxclude 
ftom the exemptiom granted thoreunder goods imported illto India for trnship- 
meilt or re-export to  Nepal and Tibet. At1 a rcsult of thi.; amcnclment, impo-ta 
into Ncpel and Tibet were madc to mqnire liacncea from tlw import control 
aathoritic, s~nlilar to i~uportr~ into India.  bank^ tluthoriuerl to  dcal in fomign 
exchnnpc? were itllowd to 111ake remittances or open credik on hehnlf of importcre 
in Nepal nnd 'l'ibet against these licenaos oft Lhe nt1ual torma. 

Tho Covernnicnt of Indja decided to allow for tlll import liccl~cetr a graw 
period of 15 b y 8  from the date of expiry within which shipment coi~ld be effected, 
i~:ld allthoriscd dealers wcm, themfore, permitted to  open credits valid up to 
30 dtlyn after tha htt: of expiry of the relative import licence or make remittances 
or extend the validitly of credit% alredy openod up to a ~imilnr poriod. Formerly 
no pace period waR allowed for making eshipn~ents beyond the date of expiry of 
tha licence llrld credits wcre permitted to ho opened or oxter~dd only up to 15 days 
from thc date of uhipmcmt. 

TLemiLhnces of foreign exchange. in payrncnt of private imports of goode 
for praonel i~se. wcre rrot perrnittcd under thc rogubtiom M p o n n  making 
~ u c h  imports would not be in possc~sion of exchange ooutrol copiee of import 
liccnccs ; but, in view of the prevalenw of the ~yrrtom of o p n  general licenoes, 
concession wae given to individultln to remit foreibm exchangc in payment for goods 
stctilally imported for their pereonal utle, or ngaiust relative negotiable documente, 
provided erlch goods were covcrcd by an open gcncral h m c e .  Thc regmlntions in 
raapcct of payment for gods ~ubjoct to licence remained uncha~xd .  

41. (~etmany.-Tradc with Germany continued to he frccJy permitted. The 
Military Government aocounte, elltitled " Thc MiIitwy Cxovernnlentv for Germany 
(U.S./U.K.) Joint Export/'Import Acoount " through which all paymonte in 
reepect of trade with the Anglo-American Zone of Germany were channelled, 
wore cloaed es from l e t  Dccemlor, 1948, and paymenta crfter that date had to bc 
made through the ncw accoants antitled " Rank neutecher Lendc~ Exportflmport 



Accountn " ope11cd wit.h the Banlc of' E11gIwid and home of the cther banks in the 
7Jnited Kingdom. 

42. Bu.Uiort.---The import of gold tilid silver from place5 outttide thc sub- 
continent of' I ldia and from places in thc French and Portugileee territories in 
India continned to be rohibitcd. With a viow to further reducing t.he scope for P nn~nggling of' gold or si vcr into Tndia from thc French and Portubruese territories 
in I~ldia, the Tteservc Bank ot' Jndia a~ncrdcd its notification No. P.E.R.A. 62/48 RB 
da.M 25th Anguet, 1948 (which gave gencral permiclsion for the import into tiny 
port in Tndia of gold or silver in tran8it to n plnce outsido India), eo aa to  exoludc 
from tho scope ol'tho gcl~ernl perrniseion imprta destincd to  Fmuch ernd Portugucm? 
India. Tho effect of this arrlendmcnt w w  that inlports through Iadia of gold or 
silver illto these territories would no longer be yormisaibb. 

43. Methda of Export Piname.- -Graph 8 (A and B) show on a percentage 
bmie the variouu methodrs used to finance exp0rt.a to coiirltries ontside the fiterling 
arca subject to tho notification requiring the nunrender to an authorieexi dealer 
in foreign exchrlge of the orport value of goo&. Graph A covers ~hipruents to 
hard and mttdinm curroncy countries end Graph R shipmcnts to othcr colmntries. 

Grnph A show8 that thc tcndency ~loticcd in previoutl year8 for a11 iucrt?aujng 
proportion of trade with hard oilrrenoy coilntricn to he f i w m d  hy etcrling bille 
011 Lcmcion coutinued with a comlcpo~~ding fall in the proportion of t r d c  financed 
by billn drbwn hl thc currency of tho coilntty of destination of the goods. The 
pro~~ortion of tlic tradc! financed in rilpees which ktrcl rrrcorded tl sharp decline 
tower& the end of the previous year when it w w  abo~it 6 per ccnt, recovcrd 
to about 15 per ccnL in April 1948, only to rccede to the old level which 
almost steadily p r s i a t d  till the cnd of the yew. The proportion finruled by bill8 
drawn in ~terlirig on thc country of dmlinlrtion wan reblively linsteady compared 
with the prcvious ycar though at ti highcr lovcl. Graph B inclicahs that the 
proportion of nxports to other foreign countrim financtxi in stcxlu~g via London 
eviuccrl a tondcncy to risc with intermittent break6 till about October when. 
herving tcftcrhed n p c ~ k  ot ovel W p r  cent. i t  bqaq to docline gradually. TLc 
proportion of t r d e  financed in rupeoa movd ermticaJIy during the yonr, reaching 
a pcnk of about 40 per cent in August 1948 and a trough of about 10 per cont in 
Febrnnry 1949. Bills draw11 in stcrling on the cou~ltry of destination, declining 
gradually from ovcr 36 PI- cmlt a t  the begurnirlg of talle gear to about 12 per cent 
iu Augu~t, moovo~wl co~l~iderably hy Fcbructry 1949 to fall again in the month 
following. The proportion of trade h a ~ ~ c c d  by bills draw11 in tbc currency of the 
country of destination of the goocls continned, an in the prcvioiiu ycar, t c t  Ic 
negligible a t  l c s ~  than 5 per taut cxccpt &Iring the last two mouths of the year. 
Graph (j uhowb tottll exyorL3 to thic coulltric~ cover4 by Graphs A and R. Thc 
trend of export8 to hard currency countries during the year wuu almost identical 
to  the trend in exports to 0th- foreign countrim. The riee in exports which took 
plece a t  tho end of the prcvious year extended into the fitat month of the ycnr 
under rcvicw wkcn, r i~ing ~tccply, i t  almo~t reached the Rs. 30 crore level for all 
countries (a rccord for several yeare). However, thero was a  harp fall in  the 
fob-  month^ which contir\ued till the eud of the year birrring a sulull 
improvement in Decernher 1948. 

IV. BULL1ON 
44. Prdwion of GoM and Silver.-The recovery in India's gold output 

(wide Table 8) noticcd during 1047 continued during 1948, the estimatedproduction 
further rising to 180,408* ounce6 valued at Re. 5,42,86,476* from 171,704t ounces 
valued at He. 4,R9,64,639t in the precediq year. The output of eilvor (&Table 11) 
wcte aleo placed higher at 14,997* ouncee valucd a t  RR. 04,031* tm comparcd with 

.-. --- .-- 
Pmvidonel. t Revhd. 



GRAPH 8 
1 

METHODS OF EXPORT FINANCE 
ON PERCENTAGE BASIS 

Method I- I Bilk d m m  or rernlttanw rece~wd m 
cumncyof country d dadmatton 

Method 2- 2 &Us dawn aramdtancer mceivadn 
rupns 

HIlhod 3.-.-.3 Bll: bown In starling on London 
Wthod 4 - - -4  Bills d m n  In rlarling on the mmtry 

ot dactirmtlon 

TOTAL EXPORTS 
TO 

I Hord Currency Comtrles, Othsr Foreign Countries and 

I All Foreign Countr~es i 



12,422* ounoea valued e t  Rs. 54,726. in 1947. Homver, M will be meen from the 
T Jlae,  the produotion of gold w u  only 66.8 per oent and of silver 66.2 per cent 
of the 1939 level, the p l ~ e  of recovery from the wartime levels having been slow 
in both the metala aa a reenlt mainly of tahortege of equipment and uneettled 
lebour oonditiona. IpWe ehare in the tom world output of gold m d  eilver in 
1948 r e d  virtually unohenged a t  0.74 par oent and 0.012 per oent reepeotivbly 
aa againet 0.73 per cont and 0.010 per cent in the preceding year. 

46. Bombay BollZion Market.-The chief ovent in the bullion merket was 
thc formation of the Bombay Bullion Assooietion and ita reoognition by the 
Government of Bombay as the sole hsooiation for the purpose of forward trading 
in bullion in the City of Bombay, dthough the Aaaociation aotudly commend 
to  function only after the cloae of the h n o i a l  yoar under revicw. The developments 
relating to the omtion of the new heooiation are briefly eummazieed balow. 

In the ltlet year's Report, mention wae mede of tho Bombay Provinoid W i e f  
Commith'e rscommondatioss for the regulation of forward tmding in bullion. 
It will be mailed that the ohief reoommendrttion wao that only ono Aesooiation 
in the Bombay City should be reoognieed for the purpose of forward trading 
in bullion. In  pureuanoo of this mommendation and, a t  the inatan- of the Glovern- 
ment of Bombay, n new Association oelled tho Bombey Bullion Besociation was 
formed in September 1948 to ropllzot, the three exieting inatitutiona tr8ding in 
bullion in tho City of Bombey, oiz., the Bombay Bullion Exchange, the Merweri 
Chamber of Commorce a d  the (SiIver) Tab Uouw~.. Aa a preliminary to recog- 
nining the new Aseociation, the Qovernmont of Bombay announoed on 10th 
haember their decieion to extend the Bombayk'orwd Contreote Control Act 
1947 (&erred to in the leat y t d s  Report) to the bullion trade in the City of 
Bombay and followed it up with notifloations under the above-mentioned Aot 
prohibiting, with effect from 26th Deaember, forward trading in bullion by any 
aasooiation other than a recogniaed one and defining the period for ready dalivery 
as one b y  aa against the maximum period of aevon daya allowed till then. Subee- 
quently, early in January 1949, the Government accorded their reoognition to the 
Aesociation and approved ita by-lawe in Maroh 1949 ; they also ieeued a notitication 
under mb-motion (i) af Seotion 9 of the Bombay Forwrtrd Contraota Control Aot 
on 23rd M m h  dealaring all options in bullion illegal. A.8 already notioed, f0 r~8rd  
trading under the auapioaa of the new Baewiation waa inaugurated on 2nd April, 
1949 on the basis of monthly settlement under o now oontreat. The Amooiation 
hss e memberiship of about Cia0 end h a  s governing Bosrd oonsiutii of 20 of 
whom 16 cue eleoted, 2 nominated by the Government of Bombey snd the remaining 
2 00-opted. 

An important development relating to bullion trade during the yoar waa the 
erteneion by the Government of Bombay of the ealea tex to bullion with effeot 
from let April, 1948, the rate being R8. 3-2-0 per sent. La*, however, the rate 
was r e d u d  from Re. 3-2-0 to Re. 0-4-0 per oent with e e o t  from 1st November, 
1948. It may be noted in thia oonneotion that the O.P. and Berar Government ex. 
tended with &eat fkom let April, 1949 the ealee tax to bullion a t  a rate whioh works 
out at  Rs. 1-9-0 er cent, ea againeti Re. 040 per oent in Bombay. Mention may 
d o  be lnds  oP the levy bg the h w m a n t  of ~ o m b . ~  wi& eft806 tion 1.t 
April, lsP9 of a atamp duty la reapsob of forwerd bullion trmeaotioas, tho rstee 
being (i) 3 rrnnlra for every 2,800 tolm of ailver, (ii) 12 anasa for evmy 2M) tolas 
of gold and (iii) 9 a n m  for every 250 sovereignu. 



Aa regarda price trenda on the Bombay Bullion Exchange, a, generdy firm 
tone prevailed during the greater part of tho ycar. There w m  occaeional reoeaeions, 
for example, towards fhe latter part of July, early in 8eptember and a g i n  fowarde 
the close of the year. Apart Erom these receesiona, the undertone remained bnllieh, 
indicating economia and political uncertaintis---at home and abroad--in general 
and in pertiaalm the prevalence of inflationary forces in the country and the 
continued ban on bullion imports. h the result, the average spot rate of both gold 
and silver for the yearworkcd out higher at Re. 114-9-10 mdRa. 177-9-Oreepecltively 
ae againat RE. 108-0-4 and Re. 166-12-6 in 1947-48. The trends in the gold section 
snd silver section separately are noticed bclow in some detail. 

46. Price of Qo&€.-The Table below &owe the highcst, lowest and average 
prices of gold in Bombay for each of the years 1938-30 to 1948-49. 

SPOT B E ' M ' L E m  
I r A 

i C i 

Yemr Eglrmt Loweat Avecagu Higheet Lowmt r\vuruqe 
Ra.a .p.  R 8 . s . p .  R e . 8 . p .  Eb.a.p.  R s . a . p .  R8 .a .p .  

1038-SO .. 3710 8 3412 3 3610 3 a710 6 3412 0 36 4 3 
1939-40 . . 43 8 0 36 U 0 30 13 11 43 8 0 36 9 0 89 14 6 

1WO-41 .. 4 8 8 0  4 0 2 0  4 2 6 0  4 8 8 0  4 0 2 0  42 8 3  

194142 .. 6712 0 41 D U 44 711 6612  0 4110 U 44 910 

1942.43 . . 72 0 0 44 12 0 57 10 I0  71 16 0 46 0 0 66 14 G 

1948-44 .. 98 4 0 66 4 0 7811 G 85 0 U 8210 0 7680 6 

10U-46 .. 7 6 1 2 0  61 2 0  71 7 4  7 7 1 2 0  5 9 8 0  71 2 4  
1W6-M .. 9712 0 63 6 0 8 0 3  0 8914 0 62 6 0 77 0 9 

1846-47 ..I11 0 0 84 4 0 101 1 %  107 4 0 83 0 0 9614 U 

1947.48 .. 117 12 0 05 14 0 108 0 4 (4 (0) (4 
1Q48-40 .. 121 0 0 103 0 0 114 0 10 118 8 0 100 14 0 113 l4,l 

(a) Oftlaid fornard trslling remained suepmZcd fiom 12th May, 1947 to 2Gth Masch. 1948. 

Statement IV &owe the highest, lowest and average priws of old, both 
spot and forward, and of sovereigns an duo the Cstjmateci average sto& of gold 
ju the Bombay markot for each month of the year undor reviow. 1Statemmt VI 
ehows the wecgly movemwte of   pot end forward pricce end etock~ of gold and 
silvcr in the Bombay bullion market during the year. Trends in the apot prices of 
gold and silver during tLe ycare 1926-27 to 1948-49 are shorn in Statement V. 
Graph 9 showe the movements in spot pricen of gold and eilver ainco the 
beginning of the war. 

The u p w d  tread noticed in gold tow& the oloee of March 1048 continued 
during the first quarter of the year under review. Despite tho action taken by the 
Govemmeut of India on 7th May, 1948 to ban with immediate effect exporta of 
gold and silver to Pakistan, the read rat. for gold moved up from Re. 111-12 on 
Slat Muoh to Rs. 111-14 by 12th &ay .fts a tern eet-baok during 
the third reek of May, moved up to Rs. 116-6 by 14th E A f l t e r  tho oflicirl 
denial in midJune of earlier rumoura regarding negotietiona by the Union of 6outk 
Africa with the United Statee for an increase in gold pricee, an eaay foeling set in, 
which was further accentuated by increased mivaIs in relation to demand. The 
ready rate dealined to RR. 110-13 on 20th July. A recovery followed and, apart from 
temporary reactions on apprehessione of Governmental action to control speouIa- 
tion, the h tone continued, aasieted by mports of a speeding up by Government 
of the Estato Duty Bill. Following rumom of demonetieation of Re. 100 notea, 
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therc wae a heavy rush for the metal from nervous black market opera tort^, and 
the rcady rate touched a sew record level of Rs. 121-0 on 31st August, 1948 as 
against the previous peak of He. 117-12 mched on 20th June, 1947. The premium 
of the ready over thc forward (unofficiaJ)* widcncd to acr much as Hs. 8 on 
31st August, and this coupled with tho reported disagreement in regard to tho 
carry-over charges resulted in a temporary d d o c k .  Following this, the bull 
grip over the market alacl;encd, sentiment being furthcr dected by the Prime 
Mini~ter'~ statement in thc Indian Parliarnorit on 3rd September that the 
Government had no intention of demoneti~ing orre hundrcd rupee notcs or of 
freezing a part of the bank deposits. The quotatiow spurtcd up tenlporarily, 
following tho entry of Indim troops into Hyderabad on 13th Scptomber, but the 
downwtlrd trend reasserted itself 011 persistent rumours rcgwding an car1 adoption 

$. 
9 of stringent control 2, Government. Tho d y  rafe wee oontinuau y mmked 

down until it touchd 8. 113-4 on 21et Septcmbar. However, the a h w w  of rrny 
reference to the approhended control of bullion trade in the Government's Anti- 
Inflation Programme of 4th Octobcr, 1948 couplcd with the Gover~lent's roitera- 
tion of their decision to expedite thc paseage of thc Estate DutyBill eeemed to have 
imparted a atcady tone to the market carly in October. The mnrkct turned quict 
from the second week of October on reports of possible jmport~ of bullion for 
sale by Covernmont, and the quotatione generally tendcd to be ou lower levels 
during November and December 1948. AR already noticed, the Government of 
Bombay prohibited forward trading from 26th December, 1948, but the Bombay 
Bullion Exchange stopped forward busulese in gold a little earlicr, uamely, after 
18th December. Trading, thorefore, waa confined to tho m d y  eection for the rest 
of thc yew. The middle of January 1949 witnessed a distinct mvivnl, mainly on 
account of the usual setlsosal demand and highor upcountry adviccs, ~entiment 
being fr~rthcr affeated by the utn'ko in the Kolar Gold Fields. Thc? ready rato 
touched Ru. 110-0 on 18th Febnwry. This level mas more or bsa n~niutained up 
to tho beginning of March. The cloRing mo~lth of tha year, howovor, witnessed 
a sharp reaction, the chief co~ltributory fadom being tho reported raising by 
banks of their ratoe against gold loans and reports of a fall in the price of gold in 
the frec  market^ abroad. Thcrc were deo rcncwed nlmours regarding possible 
importu of bullion on a large t;cnJe, but the80 were de~lied by thc Finance Minister 
in hie reply to a que~tion in the Tndinn Parliament on 2ltrt March, when he stated 
that Government had con~idcrod the tmggcstion from Romc sections ofthe columer- 
ciel community for s relexation of fhe restricrtione on h1111ion imports, but had 
decided not to  alter t8hoir policy at prcmnt. 'l'he ready rato dmlinetl y t e d y  and, 
after touching the year's lowet~t levd of Bs. 103-0 on 23rd March, rbsed for the 
year at Hs. 109-12 ae trgainet the preceding jfem's oloeing levd of Ks. 11 1-12. 

The range of fluctuations in t.ho ready rate for gold in tho Bombay market 
during the ycar wae RR. 18-0 as against Rs. 21-14 in tho preceding yew, the highest 
and the lowcet r a w  during tho year being Re. 121-0 (on 31st August, 1948) and 
Re. 103-0 (on 23rd Merch, 1949), the corrcaponding ratas in the preceding year 
bcing Re. 117-12 (on 20th June, 1947) and Rs. 95-14 (on 14th Octobor, 1947). The 
premium of the rcady over the fornerd rato varied betweon Ib. 8-0 (unoffiuid) 
and mdnua Re. 0-4. 

47. Aaaayiq and BeJinilyl of GoM.--During the yem under roview, the 
Bombay and Caloutta Minta respeotively rotteived fmm the public and the b m b  
33,812 tolae and 72,653 tolas for melting and assaying as a g W t  191,286 tolaa 
and 73,238 tolas in 1947-48. The Bombay Mist reoeivcd 2,734,610 tolee of raw 
gold for refining ae a g a h t  2,935,643 tolas in the previous year. 



48. Price 01 r9ilver.-Tn the Tablc below are givcn the highost, loweet and 
average priceu of nilvcr in Bombay during each of the yeam 1938-30 to 1948-49. 

SPOT SETI'LEMENT 
t 

b 
\ I 

A 
-I 

Year Highest Lowoet Averakw Higllest Lowwt Average 
Ik l .8 .p .  K ~ . n . p .  k 8 . p .  h . 6 . p .  R 8 . e . p .  R e . a . p  

1838-30 .. 63 1 6  48 2 0 5 1 1 1  3 5 2 1 5  6 48 2 0 5 0 1 4  8 
IUHH-40 .. 06 4 0 44 7 6 5.5 4 9 67 U 0 4 3 1 3  8 55 6 6 
1940-41 .. 0 4 1 3  0 i A 1 U  0 62 6 0 65 2 0 8 1 3  0 62 0 6 
1941-42 .. 97 fl 0 6112  6 8 6 1 1  4 111 6 0 6 1 1 2  6 65 0 0 
1942-43 ..I16 8 0 76 4 0 !f4 2 fl 11214 (t . 7 2  4-O'.-rBO 4 8 - .  

~ - 
1943-44 .. 141 6 U 101 )! 6 120 7 11 137 0 0 96 4 O 120 2 G 
1944-46 .. 143 4 0 113 10 0 148 10 9 141 4 0 111 12 0 127 2 7 
1 4 0  . 1 6 0 118 0 0 135 1 11 167 14 0 117 0 0 185 16 4 
1046-47 .. 106 0 0 127 0 0* 162 4 1 0  17P 10 0 122 4 0 163 10 4 
1W7-48 .. 183 18 O* 143 8 U 16U 12 0 (0) (0) (0) 

1848-40 .. 180 8 0 1GG 8 0 177 8 0 180 10 0 165 14 0 1733 13 2 
----. - - - -  - -- 

(u) OfEuiJ ronverd trading remained rlunpendod from 12th May, 1947 to 26th Mtuoh. 1048. 
Uuuffioid. 

Statement VII ehom the highost, lowest and avera e priccs of silvcr in 
Bombay, Lolldon and New Tork and ~tocks  in Bombay or each month during 
1948-49. 

f 
The tine noticed in the ~i lver  section during March 1948 provcd ahort-lived, 

thc reedy rate declining sharply from Rs. 173-6 on 6th April t o  Rs. 168-12 on the 
8th. The fall was duo rntsi~lly to reports of continued arrivals of the wkitc metal 
from other centrcs. E'mm about the mid& of April, tkerc was e steady rcvival, 
induoed mainly by the unccrthtiee in tho internal political situation and partly 
by a gradual tightexling up ot' the statisticd po~itiou, the r e d y  rate rising to 
Its. 180-8 by 12th May. The next few dnpa witnoseed a sovc.re set-back on persistent 
bull liquidation, tho reedy rate touching the lowst  level of thc year on 22nd 
May at Hs. 166-8. The low levole, however, attrwted hd support from buUe 
who derived thcir main irlcentive from tho dcvelopments in Hydembad and abo 
kom rumouw regarding adoption of e silver ~tandard by Claine. The toady rato 
~novcd up t o  H8. 176-8 by 16th June, and deeyito incraaeed arrivals in relation to 
domend in Bombay, the nndertonc continued t o  bc bulliuh erwistod by a number 
of factors including reports, montioned above, of a epeeding up by Government 
of the Eutate Duty Bill and the dieappearance of the foare cntertkled cerlier 
regmding poeeible r-ption of bullion imports. The mady rate movcd up to 
Rs. 179-2 on 16th September and, after a temporary reaction t o  He.  189-0 on the 
21&, moved up again to  Ra. 179-10 by 6th October. This level was more or less 
rnairrteined a p  t o  tho middle of January 1949, when following a tightening up 
of the ststistioal pcseition on account of the expamion in beesom1 demand and 
higher up-uountry advi~ue, the ready rate soared touching the year'e higheat 
level of Re. 190-8 on 18th Fehmssy. Thereafter, the market turned bearish, the 
statistical poaitiorl having undergone 8 digtinot changc in favour of beare on 
large arrivals from Kut& md Beureahtra and ale0 of imports, on a large acalo, 
of silver nifzate* from the Unitod Kingdom (the ailver oontent from which could 
be eold for profit). The ready rate dropped t o  Rs. 179-14 by 22nd March, and, 
after rr temporary apurt on the 30th, whon the prim wee pushed to  a high level 
of Re. 190-0 by looal bulls who were also interested in tho Indore forward market 
-- - 

On 30th Muoh. lOL0 tBe Qovemment of h i i n  umounoud their deobion I& to Jlow 



where the outstanding transections were being squarcd up on the baeie of ready 
quotations in Bombay, the rate slipped back to clone on 31st March 1049 a t  

178-8 ae egeinst the preceding year's closing level of Hs. 169-12. 

The range of fluctuatione in the rates for d y  ~ i l r e r  during 1948-49 was 
Re. 24-0 a - ~  against Be. 41-6 in the preceding year. The preminm of t.hc ready over 

-the forward variod between Hs. 8-0 (9th September) end rni18.m Rc. 0-12 
(21 st Au~rutlt) . 

49. Ae8aying and Re$ning of Silver.-The Qnloutta Mint rcceived 340,561 
hlaa of silver for melting and assaying during the yeer as agnimt 3,W0,520 to la^ 

1947-48. The receipts by the Bombay Mint worc 27,962  tole^ as compared with 
910,959 tolas in 1947-48. The quantity of silver roccivcd for r e w ~ g  during 1948-49 
a t  the Bombrcy Bfint decreased to 18,993,932 tolas from 64,082,162 tolas in the 
previone ycar. 

0 Jmpork and Exports of BuE1ion.- Statements IX ntld X give the average 
qu8ntity n~ld  vdne of imports and exports of' gold coin and bullion n.8 also of 
silver (011 both Private and Governluont scconntn) for each qnincluc~mi~zrn iivm 
1900-01 to  1934-35 and for each of tho financial yearn from 1936-3ti. Stntoment VJTI. 
gives monthly figuree relat,ing t o  imports and exporta of gold tm well IM d silver 
(on both l'rivatc end Government nccounta) for the year 1948-49. Sinco April 
1948, figurou arc 11ot available separately for Privatc and Government 
tranmcCioue. 

V. PUBLIC FINANCE 
51. Cenam2.-The trtwds in Indio'e public revenue, oxpcnditure and out,- 

standiug debt dncc 1938-39 Are shown in Table 22. (See rtleo G r q h  10.) Data up 
to  snd inclusive of 1946-47 relate to uudivided In& while the subsequent data 
mu for the 111ditln Cnion. Iu the yoot-war yoare, revenues have bcen buoyant, 
mainly under customs, income tax and corporatioii tax, defenccexpendituree have 
decliiwd from wartimc lcvcls and tho dcEcits 011 reveriue account are emall. Bor 
the year aidillg 31et Xarch, 1960 a nominal ~urplus is budgetcd for, for the first 
time since 1938-39, at an expenditure level of Re. 322.53 crorce for thc Indian 
Union whch ie a. littlc lcse thau four ti111ee the expenditure in 1938-39 for undivided 
India. nefei~ce expenditure on revenue account absorb8 48.8 per cent of total 
revenue iu 1949-50 a6 eomparcd with 54.2 per ccnt in 1938-39. C i ~ i l  expeuditure 
in 1949-50 is higher than in any war ycnr. 

Tl~o ParLition J ~ n n  aggravat,ed the diffiaolt~ie~ of transition from wartime to 
pe~cotime economy. To mako good wcrrtime arreaxu of rcplac%mcnt and to secnrc 
an incmmo in production md national income, o high reto of cnpit.al formation 
is neocaaary. Tho supply of eavings, ptu~onal and corporat.e, has tl~crefore t o  be 
stimulated. In the budgets for 1948-49 and 1!)CO-50 concesRion~ are given t o  
induetry with this end in vicw. Whilo, on tho wholo, it has been poesible to  balance 
tho budget on revenue arco~znt, the problcm of finding resources for meeting 
capital expendi turo hetl remained difficult. 

Beforc tho war, the revenue m d  eqenciitnre of all I4ovincial Governments 
wore about as In,rgo as Central Government revenue and expcnditnre. In the wer 
yoma, whilo oxpondituree of the Provinces cont.inually incrcascd, therc was a 
corrcq~ondinp; improvcmont in revenues, BO that, in cnntraet with tho Centre, 
the Provinces hnd aurplueee, though small. In 1948-49, while the revenue of the 
Central Government WIUI Rs. 338.32 crows, the revenue6 of the h v i n o i a l  Govern- 
ments aggregated Re. 267.08 crores. 



TABLE 22.-lNDIA*8 PUBLIC REVENUE, 

1938-39 1939-40 1940-41 1941-43 

I. O E N T W  GOVERNMENT BUDGET 

A. (1) Revanus . . . . . .  . . 
(2) Tar Wacmuo . . . . . . 
(3) (2) p-e-if ( 1 )  . . . . . . 
(4) Non-Tax Reveaue . . . . . .  

B. ('I 
.. - 

(2) D moo, on RevLuo ~ d o o u n i  i ~ e t )  . . 
(3) (9) cu mdoye  of ( I )  . . . .  . . 
(4) civil Pxpai i turs  . . . . . .  

C. Surplurr ( f) or Deficit (-) . . . . 
II. CAPITAL ACCOUNT 

Prowdo of 10- (Net)$ 
~epaymant of w a d  Acivmol 
granted by chtral Govbmment (Net). 

B. DbbuwMenta 
Ibmversbb War Expenditure . . . .  

Capital Outlay outaide Revenue Aooount . . 
Redemption of Debt (Net): 
Loens end ~ d v e n w  by centrel'irovorh- 

mmt (Net) . .  . . . .  . . 
C. Surplw (+) or Deficit (-) on Capital 

Aooounq .. . . . . . . . .  

Remittmow and Othera (Net) . . . . . .  
XV. CABH BALANCE 

v. O E k i  QOVZRNMENT L)EEJ! AT THE 
END OF THE YEAH 

(1) Bterling Loane . . . . . . . . 
(2) Rupee i.on~m . . . . . . . . . . 
(3) 8 d l  Savingell 
(4) Tnusury Bilb d' wb;; and"& 

Advottoss 
(6) Total 1n-d &rig ~hig ' a t iod  (includ 

ing uufunded debt emd &posits) . . . . 

f Lonna cmd debt refer to all form of obligations, -anent debt, dsporik and .dvmcw, btin& debt, 
snd unfunded debt. 

** lncludea (1) Poxmawmt dobt, (2) Flouting dobt. (3) Loous from Central Covernmont, 
d (4) Unfunded &b t. 

II Inclurbr ~ O B  1944-46 (1) Post Omoe Cmh CertSostee, (2) Savings Bank Deposits. (3) D s f w  
bvingo Cartihatm, (4) hhno8 8s- Baak Depodtr and (6) Nabio~l8.vhgo CertitIoates. 

7 Itmnw (1) and (5) : Cbpitd poportian of Wway Annuities ia exaluded fmm 1942-43. 
0 halueivd of misoellmuom depoeitcl nud dvlurose (net). 



EXPENDITURE AND DEBT 

(In c r o w  of m p )  
1948-43 1 W  1944-46 1HIS-Ctl 194647 1947.48. 1948-49 1940-60# 

Heviead Hevised Revimed Budget 

BOP 71 months from 15th August, 1947 to 31mt f i m 4  1948. 

ft Aooounta excf~pt for East Panjab. Amounts. 

j(1 Aa pawad by t l ~ e  IncIiin Parliament. 



A. BUDGETS 
(ha G O V E B ~ E N T  : 

62. 1948-49, Revised Eatimah.*---The revised estimata for 1948-49 plecee 
revenue mceipte a t  Re. 338.32 cram agejnst the budget eetimatc of Re. 256.24 
aroma and expenditure at %. 339.87 croroe as againat h. 257 -38 crorea originally 
eetimated. Thrus, both revenuo end expenditure am subetantitdly higher by 
Rs. 83.08 crores and RE. 82.49 mores respectively, with the result that the 
anticipated deficit of Re. 2.14 crorce i~ only elightly rcduced to Re. 1.66 crorea. 
The 'mprovement in revenue ie mainly due to an incrcesc of (1) Ra. 36.49 croree 
under cuetome, (2) Rs. 4.28 croree under central cxciee, (3) Re. 20.62 crores in 
income tax recoipta, (4) Rs. 6.79 croree in the contribution from the two Govern- 
ment commercial departments, Posts and Telegraph and Reilwayn, accoi~nting 
for Re. 2.96 croren and Rs. 2.84 crores respectively, (6) Re. 3.65 crorcs in tho 
Currency and Mint receipts and (0) certain pre-partition receipts amounting to 
Rs. 13.40 crorcs. Tho incrcane in cnstom~ revenuo ie attributable to e conaidercrble 
expansion of imports that followed the relaxation of import controle. Thcre ie 
e subatmtial improvement in the yield from cxciue dutiee on tea, nugar, matches 
and vcgct.able prcducts, t,hough Cho rcvcnue from tobacco showa a drop of 
Rs. 66 lnkha. The yield from cu6toms and central excisc dntiea is revised to 
Re. 11 7.26 crores and Re. 50.28 crorcs mspeotively from the budget estimates of 
Re. SO. 76 croret! and Re. 46.97 crorcs. Income tax recoipta at Rs. 158.00 crores arc 
higher largely c.s rt result of the intwive drive for the clearance of arrears and 
t,ho provifiional collection of tax on the basiu of income  return^ submitted by 
tiseessees without waiting for ha1  asscs~ment. The divieiblc pool of income ta.x 
now worka out at Re. 88.09 crorcs, of which Re. 41.79 cmree is payable to thc 
Provinces. Thus, of the expcctcd incrense in income tax revenue, Re. 6.38 crorcR 
accrue to the Provincce a8 'heir uhare. 

On the expenditure eide, of tahc incrcn~e of Rs. 82.49 croree, defence semiccs 
account for Its. 34.35 crores mainly ne ts reault of tho operations in Keshmir and 
the police action ia Hyderabad. The net provision for defence eervicea itl now 
placcd at Rs. 166.43 crorcs or 46.73 per cent of the expendiburc on revenue 
nccount. Civil cxpcnditure accounts for the remaining incream of Rs. 48.14 crores, 
chiefly due to (1) a new provjion of Ra. 20.75 crores for prc-pnrtitiou liabilities 
1 1 d  included in the budget eet.imatca, 12) an increa~c of Re. 12.05 crorcs in the 
expenditure on tho subejdising of imported foodgrains ond the payment of bonuscs 
to Provincial Govcrnmcnt.~ on internal yrocuremcnt and (3) tho higher erpendit~ue 
on relief and rehabilitation of refugees which i~ revieed h x n  Re. 10.04 croree 
to Re. 19.45 crores. As against a lump sum cut of Rs. 2.6 crorcs originally provided 
for on account of economies to be effected in pureuanco of the rocommendat.iona 
of the Economy Committeo, tho revised ctltirnatee cnviwge no savings on thie 
account in 1948-49. 

63. 1949-60, Budget Eutimate,..-At the yre.budget ratee of taxation, total 
revenue for 1949.50 is placed at R.8. 307.74 crom and ex~enilituro charged to 
revenue a t  Re. 322.63 croree, the eetimcrted deficit being thus Rs. 14.79 croros. 
Customs revenue ie eetimated at Re. 107.26 cmree. Central cucirrw are evpccted 
to bring in Bs. 57.75 crorea, incluaivc? of He. 7 crorce from the exciac duty on 
cotton cloth imposed in Dccan~ber 1948. Beceipls from income tax, inchreive of 
Rs. 11 -29: croms on account of' collection of amere of excess profitn tax and 
Re. 12.01 crorcs undex businena profita tax, are placed at Be. 166 croree. Crcdit 
is taken of Rg. 12.6 crorea for advanco pnymenta of tax under Section 18A of 
the Indim Income Tax Act, which will be t.alitm direct to  revenue inetccrd of 
being initidly t.reattd an a depoeit. This chango in accounting, first introduced 
in 1948-49 in mspcut of advanco pnymcnte of the corporation tas, will be phased -- 

Final ~ccounts for the period 16th Auguat, 1947 to alst Marcb. 1948 us not yct available. 
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over a further period of three y e w .  The divieitle pool of income tax ia Re. 90.70 
croree of which Rs. 43.86 aroree will be the Provincial share. Profits from Crurency 
and Mint, allowing for the share of Pekisten, are Rs. 9.7 croms. Tho contribution 
from Railwap ia taken at Re. 4.72 mores. 

Of the estimated oxpenditure of Re. 322.63 croree, Dofonce Services wcount 
for Re. 157.37 croree which is higher by Re. 1. % corres than the revised eetimete 
for 1948-49. KO reduction in defence expenditure ie made in the budgel yoor on 
account of thc ' ccasa-fire ' in Kashmir, becauso tho proccse of demobiliealion mill 
havo to  bo sprcad over a condderable period. Thc grant of an ad hoc daorness 
allownnco to Central Governmex~t emyloyocs has added Re. 4 crores to the defence 
budget. Also, tho budget estimatc cuvisiqes some exparmion of thc Kavy and 
the Bir Foroe with (I view to making the Forces mom bdanccd and effective. 
I~loludod in tbc civil e~timates of H,n. 165.16 croree arc the following extraordineary 
items : Rs. 0.86 crorea for  lief ar~d rehabilitahion of refugwe, H.n. 32.07 croms 
for euh~icliea on imported foodgrains and b o n u ~  payments to Proviueee on intend 
procurement and, HB. 10 crores for mccting pre-partition liabilitiee. Thu~, normal 
expeuditnrt, is Hs. 112.34 c.rore6. Of this, R.R. 24.20 oroms arc lor ospenditnrc in 
tho nation-building epheroe ~ u c h  as cducatioa, medical and public healfh, broad- 
casting, aviation and ecicntific surveys m d  inetitutions in which the Central 
Qovcrnmont largely n~pplcmcnt the work of Provincial Govcrnme~~ts. Obligat80ry 
expenditnrc on payment of interest and pensiolle and provision for debt rcdcmp- 
tion ib: R.s. 41 .97 crores. l'ho provisio~l for rrtlministration, civil works and 0t~her8 
is Re. 28.89 crorthe or 17.6 per ccnL of total civil expenditure. Althongh every 
cffoit i n  to  1)e mcldo t.o sc,cnrc the ittmost economy in public oxpenditure, no 
pmvillion is mado ' at t h i ~  ~tagt! ' for atwing8 OIL thie account. 

Tho Finnnco Minister stated that the problem beforo him waa not merely that 
of raising additional revenue to cover the budgot doiicit but also of conaidering 
adjuetmenta in taxation necessary in the light of experience. Thus, ou the ono 
hand, inflation had to be countered and held in chock. On the other, the foam in 
the minds of businessmen m d  investors had to  be removed. Steye had to bo taken 
to check the sta.giation in tho capital nlarkct and revive the incentive to save and 
invest. Wit11 those en& in view, the budget provides for the following mlieffi in 
tnxat.ioti : 

Ea:alirnorcd laas 
Relirjm in &&ration in revrnus 

(In c m w  of rupem) 
1. Abolition of the oapital gaine tas . . . . . .  . . . . . .  1 .OO 
2. Redootion of the tax on incomm up to Xu. 10,600 by a qmrter of an Moa. 

from one anna to nine pies in tho timt dab and from two ~nnee to one tuna . . . . . . . . . . . .  nino pic# iu the llecond slab . . 3.00 
3. (u) In rcupcct of curnod irreon~e, mluction of ananna and a half in theauper 

tax rhnrgcd on ineourw ubovc Its. l j  laklrs, leaving the m d m u m  rate 
of tax for income tar and auper tax topclhcr at 14 armas . . . .  

( b )  In mpoct of unesmed income, reduction of O pice in tho maximum 
1 2.10 

rate of mper tax . . . . . .  . . . . . . . .  -. J 
4. Hebate of kalf of the corporation tnx to publin oontmlled smell compnnice, 

with nu jllcome of Ro. 25.000 and below. which ere not branches or subui- 
dinrk of bigger cornpani&, inatead of tl~k prc~lsnt concesRion of a  ducti ion No lrpecifio 
in tho inoomu tax payable lo haIf the umual rahn . . . . . . . .  provision 

6. All  corpomtio~ wLullrer Indinn or non-Tndinn, tn mtinue to be treated 
as cumpunicn but cr further eoper tax of an enne to Im paid by ttoae 
privutcly-conttullcd corupticn 1111Lt 110 1101 t l i r l r i i ~ ~ l t e  pmtib it1 tltct 111tiian 
Union. ( T l i  in u~tcndcd to ~x*uo\.c rul uJluk~irit~nt.i\o anomaly) . . .. Nochaugo 

0. Withdrawal of the export duty on oil ecuda and vcgcteble oils . . . .  1.60 
7. Rebate of half the duty on aviation spirit uacd by air companies, flykg 

clubn and othera . . . . . .  . . . .  . . . . . .  . . 0.40 
8. He1ie.f in rapsot of cuntomo dlitv on raw materide imported for induetry . . 0.36 

C E ~ ~ I ~ r w ~ n c e a *  s/rurc, oj  1088 it' Iruottte  k~1: . . . . . - . . . . -3.00 - - -  
5.36 



The Finance Mini~ter alee referred to the conceesiona already given to 
industrg in Ootober 1048 be part of the Qovernment'e Anti-inflation Programme. 
For all new plant and machinery instelled during the five years &om 1st April, 
1048, depreciation dlowance ie allowed et double the ordinary rate. Further, if 
by let April, 1953 there ie a drop in the general level of p r iw,  the differem- between 
the written-down value of the eeeeta and the oorreeponding value a t  the reduced 
pricea will be allowed ae an additiond depmoistion allowance. For the exieting 
plant and machinery, extrs depmciation dowanoe for inoressed wem and tear 
is vented up to a maximum of 100 per cent of the normal if triple ahifte are worked. 
New induetrial undertakhgn of epeoSed categories which commence production 
in the Indian Union within e p r i d  of three yeare from let April, 1948 are exempt 
from inoome tax for five ears on their profita up to a limit of 6 per ccnt p r  ennum 
on the capjW emplo d Tho limitation of dividein*. as a tompm*y m-, to 
the average amount &stribof& in the two yeon ended Maroh 1948 or 6 per mnt 
of the paid-up oapital of a aompany, whichever ie higher, will &o enable aonoerna 
to accumulate reeervw for m e w  the increased coeh of rephement and for 
fresh invatment. 

From theae tax relie&, there is e reduotion in wvenue for the Central Govern- 
mcnt of Rs. 5.35 aroma, r&ing the prospective delicit to  Rs. 20.14 orom. To 
make up for thie, the Finance K i s t e r  propogod tho following tax meauiweB : 

Ealimuktl yield 

(In orola of mped) 
Rdrriog the postal re- for lettern from 1) en- to 2 annu, for the fimt tole 
or a freation tbsmf, the mta for saoh subsequent tolo or frmtion themof, 
m d n b g  unnhnngod at 1 onna, and raising the oh- for pbat omdm fmm 
6pierrtoBpia . . . . . . . . . . . . . . . . . .  2.84 
Bum- on liquor, equivalent to the blroio duty ; &g the ourahergs 
fnnn opbfifbh 80 oue-bslfon frbriw oontaining d k ,  art dlk, woollem and 
their nrir tw and o o h  Lnitted apparel; doubling tho aueohaqge on 
arfi6oial ailk yarn aad thread, serthmwom end o h h  .ad m i h g  the duty 
on paper (other thao newsprint), atationmy ~rrtiok, g k  and g h a m  
inolucling &mt and plate glw,  autlery. meW furniture, flaah-lighta, 
photog~phio appliuuxm and olocka ~d wetohae . . . . . . . .  2.40 
lhhing tha import duty on motor rpidt from 12 onw r gdlon to 16 annu 
ogdltmaudartmllrriocreoeointhoaxairsduty . . . . . . . .  2.6G 
Raking the import duty on betelnut. from 5 annu Ib. ta 74 .nnas m Ib. 
with tlie pzwant pnheaco of 13 pies o Ib. for imporb fmm Britiah Colonim 1.00 
A new duty of 16 par cent ad wbrmn on export. of airprettar, dgun md 
c h m b  . . . . . . . . . . . . . . . . . . . .  0.80 
Inoresss iu tlio exoiao duty on sugar from Re. 3 p r  owt. to Rs. 3-12-0 
par owt. . . . . . . . . . . . . . . . . . . . .  1.50 
Raiaing (he duty on tyrea used for motor vehiclm fmm 15 per ermt od wlom 
to 30 per cent uJ uolormn . . . . . . . .  . . . . . . . .  0.70 
An excise duty of 61 per oent ad &m on h e  cloth and a quarter aaar, 
per yard ou ooorse md medium 010th (thie duty ie to be mufined to mill 
010th ocily curd b in d&tiou to the duty of 25 p r  oant ad vdam on suparfins 
010th with uffwt from let January, 194U whioh will yield Ha. 7 aroma in r . . . . . . . . . . . .  . . . .  Y-1 . . . . 9.00 
lhtionalinhg the excise duty on mtohecl . . . . . . . . . .  No change 

Thc tax meesuros effeot an incmclee in the reoeipts from Ccntral excle  dutica 
of Rs. 11.52 crorea and in the reoeipts from custome du tics of RE. 6.23 orom. 
Whilo posta.1 ratee for letters and oar& are enlnncod, all iht a l w  mails are to 
bo carricd over ae muoh distenw a yoesible by air. Of the new &x mc(LBure8, 
the exoise duty on 010th is the important ono which, a t  vlvging ratea on s u p h e ,  



Heach of Revenue 

TABLL 23.-IMPORTANT HEAD8 OF REVEMUE OF THE QOVERNHLNT OF INDIA 
(In cmree of mpsee) 

1949-60 Budget ----- A--- 1 
Ae presented to the 

1948-40 LegisLture 
1938-39 1947-48' r--A > Anpawed 

Accounta Revired Budget Re\-iaed Includl~lg by the 
011 the basi~ deata  of Legialsture 
of existing new 
taxation taxation 

propoeele 
Custome . . . . . . . . . . .. 4U.51 54.60 80.76 117.25 107.46 111.23 111.47 
Contra1 Exciw ~"t iea  . . . . . .  . . .. 8.60 20.72 45.97 60.26 17.75 69.27 69.27 
Corporation Th. .. . . . . . . .. 4.04 41). 43 49.80 67.26 41.81 41.81 41.81 
(Ex- Profits Tau) . . . . . . . .  . . - (40.15) (10.00) (15.70) (7.71) (7.76) (7.75) 
Tams on Income othar than Corporetion Taxt . . 16.24 74.57 87.58 100.76 113.19 107.09 106.60 
(Ex- Profits Tax) . . . .  . . . . . . - (4.00) (2.00) (5.30) (3.47) (3.47) (3.47) 
Cunwoy md bIint . . . . . . .. 0.58 1.25 0.40 13.05 9.70 0.70 9.70 
(Profits of the l b e r v e  ~ a n k )  . . . .  . . (0.20) - (7.02) (10.18) (7.15) (7.15) (7.16) 
Railway' Contribution . . . . . . . . 1.37 - 4.50 7.34 4.72 4.72 4.72 . . . .  Poata and Telegraphs . . . . . . 0.19 2.14 0.76 3.73 1.63 4.47 4.47 . . . .  Total Tax Revenuef . . . . .. 76.40 191.70 286.61 338.37 333.90 332.30 332.14 
Pemmtuge o j  !17m66 o n  Incomet to Totd Taz Revenue. 28 .9  60.0 51.5 48.1 48.0 .. 44.8 44.7 

5 xotc :-Figures for 1938-39 rsl8to to undivided Indim. For i) months from 11th August, 1947 to 31 a t  3hrch. 1 W8. t Inoluding Pmvincea' 
ehalbEstimated incoma tax yield in 1943-W inoludee Rs. 12.6 crows for sdvenoe payments wdor Seation 18A of the Indian Inoame Tax Act. 
Theee advmce payments do not fonn part of tho divisible pool until the aaaessments are completed and tho revenue taken to the fiael heads. 
3 Iwluding oorporation tzu. 

TABLE -HET REOEIPT8 AND DI8BURBEMENTI OF THE CENTRAL aOVCRNMEWT ' 
@I wren of rupees) 

1948-49 1918-49 1948-60 lQ4k4$E 1048-49 1949-60 
Rowipt, Bud@ Reviaad Budget* Ditb~mmtnb B u w .  Rsviaed Budget* 

R e m ~  Burp1~1  .. - - 0.49 . . . . . .  surplus on ~ s p i ~  ~ & m t '  ' . . - - - Rwmw -0 2.la 1.65 - 
hfimmllene~~ua Depdtm .ad Advemaa . . . .  . . . . . . . .  tNd) 11-36 16.85 28.22 Dedicit on CepiL1 Account 112.q  186.09 184.10 
Remittenod.(h'st) .. 0.76 66.61 0.40 
T d e r  of Cesh between ~ n ~ l A d  

C 

d India (Xet) . . . . . .  - 1.67 - 
Totd Rwaipta . . . .  14.10 76.02 49 , l l  

Total Diabursemeota . . 114.7; 186.64 134.10 
0- BJMos .. 11U.61 214.61 162.90 

Cloling Bslenae .. 67.01 162.99 68.00 

As p w d  by the I n d b  Perlinment. 



h e ,  ooesee and medium aloth, in e~timated to yield RE. 16 crores in a full year. 
The net roeult of the proposals ie fo convert the deficit of Re. 20.14 crorm into a 
ernall surplus of RR. 46 l a b .  

The Report of the Select Committee on the Finance Bill contained the 
following rocommendationa : (i) while the Finance Minister's proposal in regard 
to postal ratas is approved, en additional air mail foo of half an anna per tola 
should be charged where the sender dosiras his lottcr to be sent by air mail and 
not by the 1ma1 method of transport convenient to the Government, (ii) export 
duty on jute tmd jute manufactures ie to ho cxtendd to Rimlipatam jute and 
meats, fibre and manufacturn thereof which were hitherto eliempt and 
(iii) incomo tax oxomption limit ie to be raised from Re. 3,000 to Re. 3,600 in the 
casc of Hindu undivided fnmilien. The lteport wers ymented to tho Indian Parlia- 
ment on 25th Mnrch, 1949 and the Finanoe Bill was finally passed on 30th March, 
1949 with two nmendments, 0110, r&isil~g td~c incomc tax cxcrnpt,ion limit for IIindu 
undivided fitmiliee from Its. 3,000 to l t u .  5,000, wl~icll is e~timated to  reduco 
revenue under ' taxes on iricomo othcr than corporation tau ' by RH. 20 Iakhs 
and the other, embodying rimommcnda.tion (ii) above, which is expected to incrcam 
rcvenue under custom by Rs. !&I lalzhs. Thc! recommentiation of the Selcct Com- 
mitt.ce in regard to porrtal rates was not adopted. The uffed. of these amendments 
is to  raiac the anticipated s~trplile of Rs. 45 lnkllv to  Ru. 49 lal&a. Ta.blo 23 shows 
the receipt8 ~ ~ n d c r  important hcads of revenue of the (:overrrmont of India. 

(34. Cupital Utldyet.-Table 25 givcs a summary of t.he tra.nsilctions of the 
(hnt.ral Government on capital accoi~ilt for the ya rn  1947-48, J 948-49 and 
1949-GO. 

The revised edimtltes for 1948-49 placc rocoipts a t  Re. 356.56 croree and 
disbursements st It.rs.541. ti5 croree as against. RR. 174 amres and Rs. 286 .Ei7 c m m  
respectively in the original estjmahe. Thc roviwd deficit on capital account is thus 
Re. 185.09 aroree for 1048-49 as agaimt Rs. 11 2.57 cmres in the original estimates. 
In  1948-19 the rovieod t.otmde aro muc11 higher heoquw, uf certain crpacid item. 
On the diabursemcnte side may be mentioned-.(I) payment to  tho U.K. Govern- 
ment for the p u r c h ~ e  of annuities for meeting the ebrling  pension^ which accounle 
for s net debit of RR. 215.68 crores ; (2) payment to tho 1J.K. (iovenlment, ae 
part of the Sterling Ualtlncee Agreement, of Ra. 133.33 mores for ciefenco stores 
and installatione taken over from thcm, ngninst which Rn. 51.57 crorca will be 
recovered from Pakistan and from the sale of mrplnea ; (3) outlay of Rs. 5.93 
crores on thc acquisition of thc shnras of the Reservo Bank oI India ; (4) provi8iou 
of Ms. A.08 crows for pnytnont t.o Yelriste~~ for setting lip Ordnance fafactories 
and other uniqne in~ltitutions. On the receipts eido, thc Inrge total of Treasury 
bills ie on account of the ad h.oc bills jfieued to tho Rcscrre Bank for obtaining 
storling for the payments to the T!nihd Kingdom Government. 'ljuder schemes of 
Stnto trading there i s  tr. tlaviug of Ids. 27.71 crorca in the provision mado in the 
hudgot eetimatee for 1948-49. 

Ddeuce capital outlay for which a provision of RR. 14.99 crores was mado in 
the budgot for 1948-49 is revised to cost Ra. 9.91 crores. The sum of Rae. 91.66 
crorcR undcr dcfonco capitd outlay in the revised edimatea for 1848-49 is made up 
of Ru. 9.91 mores for the acqnisition of cttyital w e t s  and Re. 133.33 croren on 
thc purchase fmm the U.K. Government of the flurplus storce and instellatione of 
which RR. 51.67 crores will he recovered from Pakistan and from the sale proceeds 
of ~urphiws. As for pout-war planni~~g and developmcnt, the Finance Minister 
stated that ee part of the camprig11 agaiust inflation tho Government had reviewed 
the whole programme of expenditure with a view to reducing outlay. Even so, 
so far as the Yrovincee w w  concerned, ke added, i t  waa not the intention to rednco 
the scale of aaeietsnce promised to thorn by tho Centre but only temporarily to 



TAILE 25.-RECEIPn AND DIIBUR8EMENTI OF THE QOVERNMEMT OF INDIA UNDER CAPITAL HEAD8 
(In 1sLhr of NF) 

1948-49 
R U p b  1W748t t-A-> 

Rbvined Budget, Revised 

NW Iauv .. .. . . 40.95 160,OO 65.01 

-Bill.* . . .. . . 10.00 10.00 270.66 

T-Ihp~dCR~dpk' .. - - 4100 

hdlbvinep* .. .. .. 9.11 31,26 32,65 

Other Unfunded Debt* . . . . - 10 1,O; 93 

W w a y D  ' ' and Renrrve 0 . . . . - 7.03 

Railway Betterment Fund* . . - 2.37 

~ R e c r u v b ~ Q *  .. . 1 

Appmprietion for Reduotion or 
A v m h o e  of Debt* . . . . 6.00 

E.P.T. and boome Tu Deporitr* - 01,68 

Rspymant of Loma by Pmvincan 4,99 

OtherIbmr .. .. .. 9.87 

TOW Rewiptr . . 7883 

Defidb on C e t d  Amount . . 133,41 

am1 T I W  . . 141,u 

1948-49 
D I Q u ~ ~ @ C I  1847-48t A 1 

h v h d  Budget Revised 

Currsmay and Mint . . . . 70 72 8.80 

Grants to Provinca for Develop- 
ment .. .. . . . . 20.89 80,OO 18.00 

niaahuge of Permanent Debt . . 6&67 103.78 104.96 

Other Loans and Advancm' . . 2.38 16.66 7,14 

Other Ihmr .. . . . . 14,79 60,OD 236.09 

Brand Total . . i41,24 2W51 W B 6 S  

Figurer .re net. t The budget oovon only 7f months from 16th Au- 1W7 to  3lmt Memh, 1048. 



slow i t  down in view of the urgent neod for economy. Spocial care wee, however, 
teken to see that the pmgrese of productive echemea and schemes of long-range 
importtiace essential for national development wee not held up. 

For 1949-50 the capital budget places receipta a t  Rs. 106.78 crores and 
cxpcnditure at Rs. 240.88 crores, the defioit being Re. 134.10 croms. The net 
debit under schemes of State trading in 1949-60 largely r q m e n t s  expenditure on 
the purohasc of foodb~ctins, which will be recovered in the following yo=. On tho 
receipt8 sidc, the negative item of RR. 17.66 croree under Railway Depreoiation 
a.nd Itescrvc Funds represents the net with&awnl from the fund for financing 
railway expenditure not chargeable to railway rcvenues and ie in addition ta the 
provision of h. 28.40 c r o w  for railways on tbe rliebureemonte side. The negative 
itom of Re. 35.09 crores imder E.P.T. and income tax dcpoaita represents refund 
on thie woount and is a legacy from wartime. Whilo the provision for defence 
capital outlay ia  Rs. 15 orores, thcre is a reduction of Rs. 11.8 orores on acoount 
of recovcrics from Pakistan and sale proceeds of aurpluees, resulting in a net 
expenditure of Ee. 5.2  ccores. In respot of annuities purchaeed from the United 
Kingdom Government, thcrc i~ a recovery of Re. 7.42 crorea in 1W-60. 

The capital budget for 1949-50 provides Rs. 101.03 crores for developmcnt 
expenditure, comprising RR. 24.97 crores for Ccntral schemes of developmcnt, 
Its. 40.26 crores in loans and Its. 26.81 crores au p n l s  to Provinc~s. Of the 
grmh to YTovj~ccs, grants-in-aid in rcspcct of adult (social) education and 
tenchem' trrtining ~chemes are Rs. 1.30 c rom while devclopment grant. amount to  
Re. 25.46 croren. Of the loans, RR. 2 more8 ltre in rcs eot of housing schemw for 
labour and Ks. 47.26 crores are davsloprncnt loam. & addition, Rs. 9 ororcn are 
to he advanced to Provinces for rehabilitation of wfugeee. T h u ~ ,  the tola! provision 
of g w t s  and advances to Provincca iu the capital butigct is Rs. 85.06 crores. 

The provision made in the revenue budget for Central schcmea of devclopment 
including resettlement ie &. 12.83 crow. The docation of He. 24.97 c r o w  in 
the capital budget for Central schemes of development inchides Rs. 12.73 crores 
for industrial development, Ra. 2.92 moms for civil aviation, Rs. 3.24 mores for 
civil worka inclusive of Rs. 2 -31 crores for National Highways, and RA. 3 -24 crores 
for irrigation projecta of which He. 2.19 crorea are for tho Damodar Valley 
Corporation as the Centre's share of expenditure. Of thc outlay on industrial 
developmcnt, the fertiliner factory a t  Si'ndri accouuts for Re. 4.93 crorea whilc 
investment in the proposed Shipphg Corporation is Es. 3.98 croree. On 
agiculk~ral and othcr rcsearch echemes, Re. I .26 cmree are to be expended. 

AE for the ways rrud mcam position, during 1948-40, the gilt-edged market 
re~~lrri~lod inactive with littlc investment demand. Actual borrowings by tho 
Government were much lesu than originally contemplated. For 1049-60 only a 
modcst proviaion of Rs. 85 croree is made for loam from the market, while the 
proviaion made for the discharge of permanent debt io Its. 71.64 moms, incIuding 
the 3 per ccnt Loan, 1949-52 with au outatanding balance of RH. 67 crores. 
The neL rcceipts of smt~ll savings in 1949-50 are placcd a t  Re. 37.60 cmres, 
that is RR. 4.71 mores higher than the mvimd estimate of receipts in 1'348-49. 

Taking the surplus or deficit ou revenue and oepital acconntn togcther ae 
also the relevant miswllancous items, the overall position worh out as ~lhown in 
Table 24. 

56. Financial Posilion of Railways.-Statement XI givea the tinancia1 
position of the railway8 since 1924-25 and Graph 11 show their position 
mnce 1938-39. Table 26 oompmea the budget eetimates of tho State-owned 





railwap iricluding worked linea for 1949-50 with the budget and rovisod eetimates 
for 1948-49 and the revised estimates end actiltlle for the 7; montha cnded 31st 
Mamh, 1948. 

TABLE 26.-RAILWAY FINANCES 
(In ororse of rupeee) 

79 montha ended 
Slet M w h ,  1948 1948-49 1040-50 --- 7 - - 3  

Revised Accounta E c t h t c s  Rcviaed >:Rtimates 
Qror, Tnfic Receipts 

Passenger e g a  . . . .  . . 46.28 42.81 79.64 36.40 RG.09 
Othcr coaciung t r f l ~ o  e t k p  .. 7.87 10.35 13.82 17.73 18.12 
G o d  ee-ga . . . . . . .. 58.38 51.28 94.16 97.38 103.40 
0 t h ~ ~  e t m l ~ l ~  . . . . . . .. a.17 8.10 3.44 3-14 3-04 
S w p m  . . . . . . . . .. A . 7 0  - 4 . 4 0  -0.96 0.87 0.36 - . - .- - -- --- - 

Tatel .. 108.00 101.00 100.00 204.60 210.00 -- - -- .-- P - 
Working Expotius 

Administration . . . . . . 13.11 10.433 18.08 19.3% 22.21 
Repaim end ~ a i n ~ n a n i e '  . . . . 27.99 23.46 41.94 46.37 48.93 
Opemtiq S M  .. . . . . . . 16.46 14.42 26.21) 25.45 33.04 
Operations (fuel) . . 13.11 12.03 20.78 24.03 24.20 
Oporatione (Other than '&ff sdci fuel). . 4.45 4.16 7.t)Z 7.75 8.66 
Y i l l a n e o u e  . . . . . .  . . 21.13 22.44 32.60 3d.26 2 0 . M  
S ~ a p a n a ~  . . . . . . . . . . -2.70 - 2 .  --0.35 -0.32 -0.23 
Deprecimtion . . . . . . .. 8.81 6.81 11.18 11.29 11.47 
Yaymenta k, worked lhea . . .. 0.03 0.63 1-45 1.66 1.62 - - ----- - - 

Totul .. 100.89 02.23 119.78 168.71 172.12 ------ 
(a) Not T d o  Raceipte .. 7.01 8.76 30.22 35.79 37.88 
(b )  Net Miecell(u180ua ~ece ip 'k  . . 1.40 1.77 2 . 1 5  2.28 -4 .60  
Not hvtmue (a) -1 (b)  . . . . . . 4 10.63 32.37 38.07 32.32 
Xnterwt Chergea . . . . . .  13.K1 13.27 28.53 32.24 21.88 
sarplya (+) or Datioit (-) . . .. 4 . 2 0  -2.74 Q.64 1G.M 9.44 
Contribution to General Reveuum - 4.60 7 .34  4.7% 
Contribution to Rail- J Roeerne padd -4T20 -2.74 4.60 - - 
Contribution to RGilway Betterment 

Fnnd . . . . . . . .  - - 0.84 0.84 - 
Contriiutioa to '&lway Depreciation 

Fund . . .. - - - 7.66 4.72 
~ p i t a l ~ t c h a r ~ ~ i t b e ~ d o f n e y e s r  677.99 6867.45 709.44 6114.57 723.07 

56. 16th Auguet, 1947 to 31st March, 1948, Accou~rtR.-Thc actuals for the 
74 month8 endcd 15th March, 1948 djncloscd further variations from the revieed 
cstimcrtes. Gross traffic receipt8 amounted to Rs. 101 croreB and working expenses 
to Rs. 92.23 orores ee oompnred with the revised oetimates of Ra. 108 croroe and 
RR. 100.99 crorw rcspectively. Thus, total gross rucoipte were h. 7 more8 1088 
than in the revised e~timatea. Yasuengcr tr&o eramings docliued by Rs. 2 -67 mres 
while goode awnings woro less by Rs. 2.10 crores. Earnings under "other oollching 
t raac  " showed an improvement of Rs. 2.48 orow. The rtxluctiolus is working 
oxyensee werc Re. 2.19 crorm under " ndn~inistratiou," Eta. 4.63 crorca uudw 
s t  rcpah and maintenance," Ra. 2 .&I ororea under " operating e t a 8  " and Rs. 1.08 
or ore^ under "fuel." These mere partly co~uzterbaloaccd by an increase of 
Rs. 1.31 crores under " miswll~eous." Nct m i s c ~ e o n a  rcccipte ahowed a small 
improveme4t to  Rs. 1.77 Crom a8 against tho revieed estimate of RE. 1.40 crores, 
owing to amalIcr withcirawals from the reservos md the contiequcnt rim iu interest 
earnings on fond ldasoee by Rs. 26 ltlkhs cornbind with a ~eving of RR. 10 1aUs 
under miscelfaneoue expedturo. As capital expenditure during the period did 
not reach the catimated amount, there wna a savhg of RE. 34 lakhs under 
" intcrest chargee." Iu the reeult, the working of the rdwaya during the period 



showed a, deficit of Rs. 2.74 croree. Thia defioit w a ~  a little over the original 
estimate of Rs. 2.69 crorcR blit less than the reviscd eetimatc of Hs. 5.20 crorco 
and waa mct by withdrawal fro111 thc Renerve Fund. 

57. 1948-49 Revwed Estimata.--The revised d m a t o  for 1948-49 plecee 
poas traffic meipte a t  Rs. 204.50 crorea, which exaeeda tho budget estimate for 
the ywr by Rs. 14.60 crarw. Paa~enger earnings wcount for an increase of 
Ra. 5.86 crorea while " go& earninas " and " other coaching traffia earnings " 
cue higher by &. 7.11 croree. The inoretwo of Re. 5.20 crorea in receipts from 
goods traffic ie mainly due to tho general revision of the railway retee freight 
structure carried out in Oatobor 1948 with a view to aohieving both rational&- 
tion nnd simplitication. Tkc incream of Rs. 3.91 crorerr under " other ooaching 
t r d o  earnings " is attributable to the higher pmcl  ratas applied from 1st October, 
1 9 4 8 , ~  tllso to a 1;trgor volume of military traffio. 

Total workilg expenses show a riso of &. 8.03 mores to Re. 168.71 crores 
due largely to higher expenditure uuder repaire and mointenanoe, loss on pain- 
shopa, dearness allowance and freight and hudiug  charges on fuel. ID accsrdance 
with the rocommendation8 of the Qrain~hops Enquiry Committee, o modified 
scheme of grabwhop facilities was introduaed from let January, 1949 nnder which 
commodities for salo were ratricted to fivo cssential articles end the at& were 
given the option to remais uudcr the modified echemo or eleot fi~ll oseh dearness 
allowance rtt civil rcrhe. AIFJO, as from 1at January, 1949, all st& drawing not 
mom thrtn Rs. 250 w baaio pay me eligible for an oxtra dearness dowanoe at the 
rate of ns. 10 for those who are not onjoying grainshop fmilitiea and at the t a b  of 
Re. 5 for othem. The additiond cost raulting from thie in 1M8-49 ia estimated at 
Rs. 2.24 crores. These md othcr incresses in the staff bill sre partly offsct by a 
saving of Re. 1.44  crores horn the nou-utiliwalion to the full extont of the 
provision marlc for the refixation of yey of staff under the Pay Commission ecales. 
" Repairs and meintenance " acoourlts for an incroase of Rs. 4.43 crores, largely 
due to furthcr rise in prima of ntores and in wages, while operating expentlee (fuol) 
are hiiher mainly due to the application of tho publio freight ratea for coal to 
loco-coal, p~yment of aalw tax to Provinuial Governments and rim in the cost of 
othet fiiel. Net miacellmeous reoeipte ere expected to show an improvement of 
Ita. 13 Lo& while interest chwges are leee by Rs. 29 lakhs. Tho revieed net surplus 
for 1948-49 ia thus p h d  a t  Re. 15.1)3 &or-, ahowing an improvement of &. 5.00 
ororetl ovor the original ostiiate of Rs. 9.84 crom. 

Of the estimated surplus, General Revenues and the Railway Reserve Fund 
woro allocatd Ra. 4.60 croree emh and the excoss above Bs. 9 orores wee to be 
credited to the Betterment E'und. But in view of the eubstantisl incrcaae in the 
surplus aa reviued, tho ohmgee in the soope of the Bettorment Fund, and the 
respeotivo needs of tho General  revenue^ and Railw8p, the surplue of Rs. 15.83 
worm is to be distributed ae follows : General Revenues Rs. 7.34 crorea, Better- 
ment Fund Re. 0.84 ororee and Railway Depreciation Fund RE. 7.65 crorea. 
No inorema in the original a31ooation to the Betterment h d  ia proposed, ae, 
with the re8triotion of the acope of the Fund to ezpenditure relating to the provieion 
of peaeenger amenities, them b ~uffioient belanoe in the Fund to meet oumnt 
and enticipated demands thereon. The Railway Reserve Fund ia not now in 
need of roplenkhment and no allocation is mado to it. On the other h d ,  the 
Railway Depreoiation Reserve Fund ie to be atreqthened to the maximum 
pomiblo oxtent. 

When the Depreoiation Fund was h t  inetituted on 1st April, 1924, no appro- 
priation was made in r e a p t  of depreoiation worued prior ta 1924-26, which, 
acoording to the eetimafs made by the Depmobtion Fund Committee of 1922-23, 



amounted to Re. 20 omm. The Government have now doaided to  mnke good the 
tlrrwrs in inetalmenta. There are large a m m  of replaoement and a wide gap 
hetween the o r i g h l  c o ~ t  on which the annuel oontributio~z to Ocprecitrtior~ Fund 
in bafied and the replacemo~lt expenditure a t  the preso~lt level nf prices which had 
to bc nlct out of the Ftmd. The flat rate coritribution in foroe from 1935-36, at 
IiGOth of ospital a t  charge ie therefore inadquate. The Indian Railway Enquiry 
Committee (Knazru Committee) have reoomruendcd tohat for tho uext five years 
an amiultl oontrihution of &out Hs. 22 orows .should be made to  the Depreciatio~l 
Fund. A committee ici to review the wctrking of the separation of railway fro111 
general tinancos a ~ d  oLo examine the quentior~ of annual oontribntion in 
mepwt of depmiatiuu. it is propoaed to  slloceh from t,hc aurylus for LW-49 
En. 7. C)fi orom to the Dopmuiation Punti, in addition to the ordinary appropriation 
of RN. 11 .29 C~CIWS. 

58. 1949-60 %udgel Eati-le.9.-In the budget p a r  1949.50 there is no 
enhancement of railway ftbms or highfe. The budget estimate for 1849-60 plecea 
gram traffic rooeipte a t  Ke. 210.00 orom BR agairlet Ra. 204.60 croree in the 
roviacd estimto for 1M8-49. In estimating traffic receipt,&, it is assumed thol there 
will r~ot be any rr~~b~tantial  change in genorel economic? cond i t io~~~.  An appreoiabltt 
inowastt in goodu earninge of about Re. 6 c r o m  i~ expocted mainly from the 
operation for the whale year of the revieen froight stri~ctiirc aclopted in October 
1948. The oatimnte hkw into coneidemtion the probshle I m  of revenue in  good8 
errrriingn from s larger internal movement of f d g r a i r i ~  which is a low-mted 
traffic, 1~ digkt chop of Rn. 31 lokhe in pawsenger earnings as a result of the ultro- 
cluotion of Phc new throe olaw acoomrnodtrtion in train8 shce I u t  January, 19-49 
ttnd a fall in thc rweiph fro111 military trsfiic. Totnl working expcnsee am a5t.i- 
m n t d  ~t Ru. 172.12 cromu, RH against Re. 168.71 aroroe ~ I L  1048-49. The budget. 
provideti Re. I .  33 orom for the increase in pay ar~d running tbllowancca of Running 
Staff. The o a t  of tldditiorlal dmrnena ellownnce ~anctioned hy the Government 
with effeut from 1st Jnnnary, 1949 to all staff h w i n g  not more than Re. 250 i~ 
about Re. 8 crores. As againet thh  increetw in d0arna.w allowance, therc ie some 
reduotion in the lose on grabhope. Total expulle on aooount of o u h  doamem 
:sllowance is placed a t  Ra. 28.80 oroms to-which hlie to  he added tho loss of Ra. 12.80 
croree on working the restricted gmimhop schcmo for the benefit of thow who have 
opted for it. Tn pursuance of the Adjudicntor'e Award (Rajadhyakaka Award) 
regarding horirs of employmont, etc., to be implemented in 1949-60, 74,000 addi- 
tionel hsnds are to  bo employed, which will raise the yay hill by about Re. 4 urow. 
On periodical overhaullc and o t b r  repaira to locomotivee and othcr rolling etcmk, 
there ie a11 inorow in oxyenditure of Rs. 1 .  I B  croree over the rovieed astimate 
for 1948-49. With effeat from 1949-50 thc Rotternlent Yilnd is to be utilieed an 
melrtioned above, solely on eohemm relating to ymenger amenities. Other expndi- 
ttlre oherged to the Bettenuent Fund till now is hendorth to  bo mot from revenue 
aq " miwebneoue railway expenditure." In 1940-50, the net !tiilt of miscellaneous 
traneactiom iu a debit of Rs. 5.66 orores, instead of a oredit itom of h. 2.28 
CroreR in 1948-49. Thue, t o b l  reoeipta work out ht RB. 204.44 crores e~ against, 
Re. 206.78 orome in 1948-49. On the other had,  working expernee art, slightly 
higher than in 1948-49. 'Che net ~urplus for 1949.60 i~ thewfore atimnted lower 
a t  Re. 9 .# crorea, after dedncting interest uhargee amounting to Its. 22.88 crorea. 
For the same rossons sa in 1YM-49, the surplus i~ proposed to he divided 
equally betwee11 General Revenues and  railway^ eaol~ obtaining Rs. 4.72' 
crores, the latter's nhtns I~niag appropriatd entirely t.o the Deprw:iation Rtwt?r\~r 



Fund. Tho ordinary contribution to the Depreciation Fund is Rs. 11.47 orores. 
The Tablo below ahom the position of the vatioun fun& of the railways. 

(hl I* of rupees) 
WW~Y h p W & t i ~  Ww8by -6 Rhlwa8y BtbTma~lt 

Reoom FPnJ Fund Fund 
c--7 ---7 

1047- 1N8- 1949- lM7- l!U& 1949- 1947- 1WS- 1940- 
48 49 60 48 49 GO 48 4U GO 
Aceuclbta Bavtal BaQct. Accuuntr Reviwd Rdmt  Acaounto Revlsed Budget 

A p p  riation to the h f  .. 6.81 18,94* 16,18t - 69 - 80 1 40 
~ i t ~ x & &  fman thm 

fund . .. . . 3,W 22,91 53.86 2,74 5 ..- 60 3.79 -1,20 
Net MamtdoM to the' 

-during they-.. 3.76 -4.98-17.67 4 . 7 4  -- -- - 2 9  - - 2 ,  1,61 
Cl&g balance . . 96.93 Y1,D.G 74,28 6,Gl 6,61 6.61 14,M -1~,00- ---- --.-. 

* lnoludee Rs. 7,66 hkhe appmpriated from the eathated ourplus. 
f Inoludes Ra. 4.72 loLhr sppropriatd fmm the eetmuted surplw. 
f Repammtm profit srwued on ecornmt of d l s t i o n  of i n v e s h m b  in Brsnch I b  BhaFee. 

Expenditure not chargeable to Revenue is Ra. 54 crores in the revised 
estimate for 1Q48-49, whilo a net provision is made for Ib. 64 crores in 1949-60. 
Of t.he 1948-49 expcndituro, Rs. n . 3 0  crorea is under Capital, Be. 3.79 ororce under 
the Betterment Fund and Pa. 22.91 croree under the Depreciation Renerve Fund. 
The provision of Rs. 04 croros entered in the 1949-60 budget is to be met thus : 
Ra. 28.64 crores from Capital, He. 33.86 croree from the Depreciation Fund and 
Re. 1.5 orores from the Bottermont find. The groea expn&ture for the yew on 
the rolling etouk programme, which includee 440 locomotives on replaoement 
acoount, is to be Rs. 36.16 orores. 

69. The Indian Railway Enquiry Committee Report.-The Rcport of the 
Indim Railway Enquiry Committee published on 6th November, 1948 rovenl the 
entire field of Railwny Administration, particularly from the viewpoint of oconomy 
and e5ciency. The Committee note that the staff strength on the railways is on 
the high side while thcm has heen a general deterioration in the efficiency of 
workere. In place of the present oontral organieetion under which thc Railway 
Board is part of tho kcmtariczt of the Government of India, the Commitfeo 
rccommond the vesting of control and managemcnt of Tndian Oovcrnmont Railway8 
in a CStatutory Authority which should not bc a 1 q e  body but should be composed 
of s chairman end aix membrs : the setting up of this bvdy is, however, to be 
deferred for abont iivc years. An important finding of the Committee ie that the 
financial readte of the working of Indian Government RIoilwaye since 1924 cannot 
bc coneidercd wtisfactory. The main rccommcndations of the Committee, of a 
hancial  chnracter, are : (1) the cxistixlg method of making ad hoc uontribution to 
the General Hevenuee hee to  contiilue until the future position of the railways can 
be utleeaaed with greatex definitenem ; (2) for the uext fivc yeam an annual contribu- 
tion of Rs. 22 o m 8  is t o  be made to  the Dcp~uiat~ion Fund ; (3) i t  ie dosiralla to 
have in the Finance Rrsncli of tho Railway Board a seprvste unit primarily oon- 
cerned with exploring means t o  improve earninge ; (4) no capital outlay should 
be incurred other than on &rictly financial comidmatiorm, except wheu a ccrpitsl 
expenditure is jnetitied on other important coxleideratione ; (5) an Amortisation 
E'und ahodd be created (ae roaommonded by the Wedgwood Committee) in reapeat 
of intangible aseets of the railway8 amounting to about &a. 68 crores, the annual 
contribution t o  the Fund being ono per cent of gross eminge. 

PBomcia~ G O ~ E B N ~ E N T S  : 
60. Provilleial Budye1s.-Graph 12 dcpicte the main trends in Provincial 

finances sinco 1938.30, while Statement XI1 givcs tho breakdown of receipts and 
expendit- on revenue account for the years 1938-39, 1W.6-47, 1947.48, 1048-49 



i t , 1 s 
---- 

.- 
-- 

.-.---..-- 
4
 

I.. 



and 1949-50. Thc following Table preeente the consolidated"figurcs of revenue, 
expenditure aud surpluses or deficits of the Yrovinc:as of the Indian Uniou, 
excluding the Ewt  h n j a b  end Weet Bengal. 

(In l a b  Of NpOU) 
A C C O U K T S  

F-. . Rcvlsed Budget 
lYUU-40 1941-4s 3042-48 194344 1944-46 1 8 4 6 4  1910-47 1 9 4 7 4  104C1-49 1949-W 

Rcvcnne .. .. .. 58.70 70,l l  82.40 1.06,90 1,34,14 l,IR,(IA 1,89,78 1.78,6@ 2,12,93 2.26,87 

Irkj~llditurc: .. .. 67.63 06.74 77,43 1,01,08 1,24.00 1.44,87 1,63,17 1,71,U0 0,14,81 0,10,RO 

Surpl~(+)Orl)uUcit(-) +1.17 +Y,37 -b4.97 +8,9Z +O.14 I3,99 +7.01 +4,W -1.YI +G,6i 

Thu accouuta of the Yrovincos excluding tho East Punjab and West 
Ballgal for the yoar 1947-48 ylaco totala of revonuc and cxponditure a t  R8. 176.69 
mores and Ra. 171.60 crorce as against the mviaed  estimate^ 01' h. 181.84 cmres 
and Its. 181.31 crorea respectively, the realised wrplne being thus about Rs. 4 
crores more t h m  the ecltimnted ~urplus. Tor the 7t  months ended 32et March, 1948 
the accounts for the two Provinces of the East Punjab and West Rengal together 
  how revonlie and expenditure a t  Ru. 26.18 crores and Rs. 22.59 cmreu as against 
thc: budget eeatimatea of Its. 24.16 crores and Re. 24.05 crores. Thus, inclusive of 
tigiirca for the East Punjab end West Rongd, tho anticipated deficit of Bs. 4.04 
crores* is uonvertod into a eurplue of Re. 8.58 aroma principally due to larger 
j~~come tax ~ c e i p t e  from tho Centre end bcttar yield from salos h a t i o n .  The 
rtvvitred estliurrbs for o.11 ?rovincae for the year 1948-49 plece revcnuo a t  Ra. 267.98 
crores and expenditure a t  Re. 271 .7 1 crome, reflecting an increase of Re. 15.21 
croros arld HH. 13.44 ororeH retlpectively OVCP tlic budgct ostimatee. Larger expendi- 
tures arc iucurmd mainly undor civil edminietretion, mcinl aorvices and food 
eu bsidiw. 111 the re~ult, 1,he nnt n~lticipated deficit of ER. 15.60 aroms is mdixcd to  
Its. 13.73 crown. Ma&w mid C.P. and Berm budgote w e  bdenced while Bombay, 
West Ihngrrl, tho Enlrt Punjab, Bihar, Assam arid Oriasa have deficit&. In t l~e 
cnec of U.P. the nxcese of revelme over expcndituro js Re. 3.07 croree b~tt ,  aa it i8 

proposod to tra11~fi:r Rs. 1 .ti croree to the " sugar Rcwarcb aud Labour Houai~y 
%'und " and lh. 1 crorc to thc " Zarninciari Abolition Fuiid," thc ~urplus is roducd 
to  RH. O. 67 urort, only. 

The combinod bizdpt eatimatee of all Provinces for 1949-60 placa totel 
revenue, inaluaive of additional tnxntion, a t  Hs. 276.33 c r o w  and expendi- 
ture a t  He. 275.76 uroree, the pm~poctive deficit being Re. 0.43 crore. 
Of tho total surplus of Ra. 7.OL) orores expectad in six Provinces, Bihar alone 
aocoixnte for Rs. 6.06 crorca. Throe provinces, namely, Weat Bcugal, thc East 
Yunjab and Assan) hsvo deficits tolnlli~g Re. 7.62 crorw. Tho E:mt Punjab h u  
apparently s dcfiuit of HLI. 6.90 crorcs bocauae of the extraordinary expenditure 
of Ile. 8.30 crorna on the relief and rehabilitatiorl of refugew. The Province expucb 
to bo reimbureed on this account from the Contra to the Lune of Ks. 7 to He. 7.5 
arorcs and thus the budget is b d r t n e .  The rovonuo ostimatee, i t  may he noted, 
are inc!lusive of development grants from the Centm. 

In  preparing tho budget osLimatcs for 1949-60 thc Proviucoe have kept in 
view the directive from tho (hntlr! in Ocbobor 1948, th&t efforta should be made 
na far as po~eible to presont surplus bi~clget~. Whila t.he Provinces have soirght to 
halancc thoir budget8 nacordingly, total expnd;turc? i e  higl~cr at He. 275.76 
orores as compared with Ru. 271.71 croree in 1948-40, leaving rr deficit of Rs. 11.16 
croreis a t  prc-budget taxation levds. The propotwd tax i n c r c m  aro cstinloted 
t o  yield He. 10.73 orores. Additional taxotion is to bring in Ra. 4. aroreu in Madras, 
RH. 4.1 CroreA in Bombay, He. SO lokhe in C.P. and Bcrar, Rn. 79 l a m  in Bihitr, 
1;s. 1 crore in Weat Bcngal, He. 18 ltrkhu in Aesnrn and &s. 28 I& in Ori~sa. 
Whilo oconomy oommittece were appointed in Bombay, MacIrw, U.P. and the - -- -- -- -.--- -a -- 

Taking the bud@ d t e  for 1947-48 for Wssb Bengel. 



Esst F'i11ijab to een~tiniue exper~dibure elrtjruatos artci etrgge~t, ocnnomicr, only 
Madrm hun ad~lelly tnkeu a ~ubbtaibinl nrdi t  of R,R. 2.30 c:rorea for econonries 
t.o be efectod in 1940-50. On the cxpenditnre ~ i d e ,  as aompctwd with 1948-49, 
wuial flewices ahow a11 i~lc:re;zcle of h. 13.13 crow.  The share of wcial services 
i r ~  total expa~iditnrt? is larger this year in all Provir\cen exi:ept Oriwn. Thc total 
rxpnrrdit~~re of the Provinc:en on wcurity wrvicee is lese by I ~ B .  0.61 crow. I7.P..  
:uld Wmr Bwgal llava budgctcxl lo rcpcud n dightly llighcr p~~oporkiol~ ot' their 
rc:vc,nucw in lH49-TA) on cu!cltritj~mrvirca. 111 1949-60, of ~ h o  total provinc!ial expendi- 
t,~urw, t l ~ n  nltpropriatiott .fr~r noc!inl 8erviw.n in 33 .H per cent w d  for murity uervicss 
28.1 per 1.e1lb as oontprrrrrl with 26.4 per c-et~t i~nd 28.7 per cc?nt rt?~pwti\~ely i l l  

1948-49. 

Iti purwuence ~f ' t~he i r  anti-inflation policy, the aovertirnerit of India inbimt~ted 
t,l~c I'rovi uuial Govwu~~~en ts  t list. IIV erreiwtlulc.ca wo111d bc? clxtondd by bhe Centre 
fnr financing Provinoiel sclicn~r!~ for ~ h c  abolil.ion of Znmindarj and t.he enforce- 
tirei~f, of pmhil)itaion. Howcvcjr, Madrax cxtanded prohibition to the entire Provi~l~~t* 
by 211d 0c:t-ober, 1948 and Hornboy hopes to go completely d r j  by the und of 
Marolt 1950, while the otlter prov:nces have either decided t o  go  low or to  haltL [he 
pr~grauline in abeyytnlce t e r n p o ~ l y .  Prohibition reduc.c>a provincial cxcifte revemre 
i t 1  19-19-50 ty Iln. 5.71 cbroren, the low for Msdrne end :Boml~rsy b-ing .KR. 3 . 4  1 
r:l'OI't-R filld RH. 1 .4 1 C'rOLV# ~ Q ~ ~ J C C ~ ~ V C ~ Y .  

An cxciwr: wvorluc is dwirldhg, tho 'Provitlc:c?s nrc iuc.rcasitlgly resort,ing t.o 
~ ~ d t - s  Li~xaLi~~t. Tn thc t~udgct cetimcrtea for 1949-Ii0  ales tax revenue ie tmtiranied 
s t  Ra. 3H.:40 cmrm e n  compamd with Re. 30.81) croren ill  1948-49 and Re. 17.27 
c:rwes i11 1947.4.8. Thin ie due tvo a widening of tlw ncopa of Iho tax aR also Lo 
t1igl1cr ra1.c~. Madrs;~ proyowe to remove tho o~cmpt~ion h i th~r t~o  allowed oil tho 
lirrrt. wlo of' c:ert.nin comn~crcial crop&. Tho t.nx in mpect, of' goundnut bud oaehew- 
t~ut, in  ir~c.renwd by 50 per c o d  nlld the exemption in rtrtrpct, of tea export ic 
wit,hdrawn. L;ml.ly, cottoon which rt~ed to I s  exalr~pt frorrt salee tax, b now to 
pay three pitrn ill-the r u p .  Similtlrly, Uornbay yiol)ows to impose sale6 tax a t  
r l ~ r w  pin8 i l l  1~1~tr ruyot, ou exportn from the Provinco to  a placro within the Indit~n 
[Trtioa, thc ucllcdulo ol exe~~tptionll is c:urtailcd, nnd 8 few more artictlee bra ddixl  
1.0 the ~c;hodul(: of special artic.Ieu on which a tax a t  the rnte of o11e enns in tlw 
I tlpm is levied. C.P. and Rwnr proposm to  c:iirtail exemption lirrt and e l ~ o  tranrrkr 
~ - t ? r t ~ n  xrticlee from the ordinary to luxury list. 111 Bihar, tho oxcmption to tood- 
grttinn is to he withdrawn. In tho Eaet Punjab a nnw Yalcs Tax Act is p w d  
i r ~  litlc. with Ic~gislatioa in other Provinccw and the late of tax has beer1 enhance-rl. 
T l l  19.19-50 U.P. expoots lo collact Rs. 6 crows an againrrt Hn. 4 crorw ill 1948-49. 

The taxation of ngricl~ltllral income is becoming i~~oreasingly in~port~ant i l l  

the Provincial tax stnu:t,ure. At piwent fivc Provinces, W e ~ t  Bengal, 1J.Y.. Bihar, 
Auwru lr~d Oriesa levy t b i ~  tax. B&ar p r o y o ~ e  to lower in 1949-60 the limit of 
~axnblc incoma, iucrcaso the raterl of agric~tltuml income tax and levy a supor tax 
O I I  chgricdtltral incomes ovcr R.8. 26,000 a year. Asnarn-&Lo proyoecrs to raiw the 
ra1.n of' ibflicllltutd inaomo tax. Othnr ncw tax propusale of the Provincen include 
(1) ~t.anly tli11.y on bullion t2rawctions in Uonibay, (2) incma* in the rate of sales 
tax OII motor npirit in Bihar. (3) higher ratas of o~it~erl~ainment duty in C.P. and 
Bnrar anci Weut Rcngal, (4) levy oi dirty on electricity aoruurad for industrial 
atid do~nestic pilrpoaea in Bombay and for other than power yurpoma in C. P. &nil 
Hcrar arld (5) increww in the rate8 of' 11rofe~~io1~ tax, lovy of moni:y-1ender~'~egin- 
t.rut.io11 FWH and e~ihanc-enlent of diity on private motor vchicle~ in C.P. and Bsrar. 

Obhcr importa~it p~wponaln of a fina~lajal character am : (1) the setti118 u of 
itiduwtriel tinan~r norporatio~~a in Bornhay .ad TT.P., (2) (!-Lion d tnd;~~~ 
c&nt,es i ~ r  .~t?lect~erl 1)nrt.a of t.l~n I'rovint* of Bombay a t~d  (3) wxtftmi~m of' the 
notiooalixn l.iou of Itlotor l;rul)tq)orl, i r~ R o t ~ ~ b a y  a t~d  1J.f'. 



61 .  Proti~u:ial Hcm~trt1,ct inn Finnr~cr-~.-.Welr bhe rec.:onnt.n~ct;on srhemw 
o f  f.he Y~.ovi~~~!cs wolc firbt, discnsned in 1!)44 nt tr oonfom~oo of Provirlcinl Btinist.ers 
in c.lr.xrge of' mcon~t~n~ctiutr, it wan cxpeoted t,h;~t half t8hc rrrconatr~r~.bi.on finanren 
c.ould be rovmd by mvetille surplueen. Total tinaru:inl muollrces, Cont,ral 8116 
Provil~ri~l, avcril*ble for n?c~onebruc~tion in the fivu-year period 1947-48 t,o 1951 -63 
wen? ~ s u m o d  to  be abor~t RR. 1 ,U)O crom~. con~priei~lg Cfintrel ~ u r p l u ~ t r  of Hs. 5 M  
vrom, Provincial srupluatw oi 1 % ~ .  200 ororcR cmd loam from the public; e~no~inting 
to H.R. 500 arome. The Province& were promi~cd mom tbil half the a8rrt.ioip~lnd 
(7f~lltnlal s~~rph~scn.  'rho cwst of the Provincial plalte (excluding N. W.F.P.). 
givon in the Report, of Lhe A.dvisory Plannitig Roard, w w  Re. 775 c:rorm tto he 
fit~n,ni:ad atl indicated hdow. 

(In c m m  O f  cupewl 
15'0un-e F *trpmr 

(hwtw fro111 Ilie [:mtm . . . . 270 Llmrtriml Jlevelopmont and Irrigation. 21 fi 
Pnvinoial f m d ~  (Pod wr~r L)ev~lnprn@nt Indl~shry . . . . . . . . . . :!I 
Fund, burlget n~~rplursas. etr..) . . I 93 R o d n  . . . . . . . . . . 147 

Balance to bn mel from loene . . . . I :  Ambulturc, . . . . . , .. 128 . . . .  Eduoatian 93 
Medioal and ~ubii;  ~ e a i i h  . . . . 90 
Bfisuollanoatm . . . . . . . . a? 

.---- .- 
1 ... 776 TOW . . 776 -- - 

The nmtictipntoci In.rgrr ~urplullcs Ilavo 11oi; r~~~li~erialir~mi irk renpeut ol' eitlhc?r 
(':ell.t,rd or Provillci~l &lan(m~~. 111 the C(?lltr(~I budgnt. detiuits pereistcd till 
1948-49 and in 1!149-Cdb only x I L ~ I J I ~ I ~ ~  ~(urplus i~ e x p o c ~ ~ .  Thrkct I~orrowinfi~ 
h;svn a.l&c~ beeo much letw t h ~ . n  aalticiyetd. Provincial plan8 havc therefrva her11 
r.t!viwd, so iM lo nduc.cr the totnl cel.ima~cd oxpui~diture. Whib the  estirnatcs 
fol- Chrec. Yrovir~c-~%, I?.P., t9hc Kwt, I lu~ jab  and Ifcat Rexrqal am I I O ~ ,  ready, 1.110 t0t.d 
t i~r tho other ~ i x  Proviac:us showrl bolnw works 1.11it c~h Rs. 372 latbrw. 

(In enwen of nrpcr) 

111 nome J.hvinam1 dlrdug wartimo, mecrvos were ccoi!amulated out ol' revetrttc 
hrrrl?lusr*, l o  provide parti of tho li~lanr!o for reco~~nbn~c:tiull ~cohomca hut tlho sohave 
hcc?~~ drnwr~ upon elno bo cover :rvcmte dolicitan. !l'here itre no uuch w.ctu?rve fund6 
tbr Orie~a, t-IIC .KII.H~ Yuitj~.t) 8ud WCNL 'BcI I~R~.  Tt~n orrtntu~uiirg balancm of hhe 
other Prov i IIC(*N i l l  111~ Potit- wnr Re( :ot r~t~r l l~; f~i~~~~ Fllr~(iu i 4 l B  given bedow. 

~ T R ~ W  . . . ,  . .  . . . .  a.~.es 
. . . .  Romhay . . . . . . .. 18.06 

U.P. .. . . . . . . . .  . . .. 12.76 
C.P. rrnd Berar . . . . . . . . .. 8.83 
Hiher . . . . . . . . . . . . .. 9.47 
Amam . . . . . . . . . . , . .. 1.02 

111 h'ovomber 1948, ;r mviaw of dcvolop~t~sut &c:heclalen includiitg Yrovior:ial 
wlun WUH (:ol~dll(:ted. An odcr  cd ~triorjt~ies WHB laid down wiLll regxni tooxisting 
scheme* uulldcr which espe~~dituro o r 1  nc*henras which were dirortly prod~ct~ivt?, 
LhtJ i ~ ,  ~1aherneu produotive of food and dher c~wntial c o n ~ u r n o r ~ ~   good^, e~pe(:idIjr 
thorn which wonld yield qruck rcsult~, waR to tm gjvcn high priority in the 



provincial reuomLruction programmee. In 1948-49 oxpe~tdituro on Post-wm He. 
construc.t.ion and T)evolopment including Grow More Food echcmcs, under mvenuc 
and capital, smo~mte to  Rs. 76.07 croms while thr! catinintcd expenditurc in 
1949-60 ie Re. 116.22 crorca se ~hown blow. Fiprcs  in brackets relate to cxpcndi- 
tun? on Grow More Food schemes. 

(h OrOI'e8 of ~ p ~ l l )  
1048-49 1949-60 
R e v i d  Budget 

Mdru, . . . . . . . . . .  .. 13.44(2.69) 20.RO(4.10) 
Rambay . . . .  . . . . . .  .. 18.71 1 . 7 )  26.30 ( . . ) . . . . . . . . . . . .  Weat Bangal n.aO(1.38) 16.67(2.03) 
U.P. . . . . . .  . . . . . .  8.85(0.4D) 11.73(I.O:l) 
Fk‘b G j r b  . . . . . . . . . .  8.46 (0.32) 18.94 (0.71) 
0. P. and & . . . . . . . . . .  8.14 1 )  11.71 (0.05) 
Bihnr . . . .  . . . . . . . . . .  4.01 (0.71) 8.17 (0.86) 
Oritma . . . . . . . . . .  . . . .  4.18 (0.46) 4.69 (0.49) 
Ambm .. . . . . . .  . . . .  . . 1 .69 (  .. ) .- -- 2 .16 (  .. ) .. 

Total . . 70.07 -- - 1 1 s . z r .  

The Centre's promiad contriblltiorl by way of grnnts was ori 'nally RR. 270 
crows. .After the Parbition, for the four yoam 1048-49 to  1951-52, t f c ontutanding 
balance that renteu~cd to be dietributed among tho India11 Vnio~l Provinces wtlu 
about Hs. 175 cr0rc.p. The Roviuces wcrc nuked to taka nok thnt development 
pan& frvnl thc Ccntre would be contingent on the Pmviur&s themeelreu syerlriing 
from Choir own wsoi~roee at ~caat an equal sum. But in the  oatre of %'oat Bcngnl 
and tho Rest Pnnjah which are pnrticularly affwtcd by the Partition, and Orissa 
and Aasnm, whiob clro Icl*, developed, tho cntim expenditure on approved aohemee 
iu reimhurud by thc Centre for 1948-49 and 1949-50, subjcct ta the maximum 
amount8 ~tatod.  The pmB tu Provinco~ for Grow Morc Food ~chernelr are limitcd 
to 50 p r  ccnt of tlie expndituro incurred hut in thc cam of Aussm and Orissn 
663 per ccnt of the expeuditutrc on Grow More Food whemes ie bornc hy the 
Centrc. In  the budget eetimatcs for 1948-49 dovclopment b~ants Lo Pmvincee 
wore placed at  Ru. 30 crorou while ndvsnoes worc pluond nt Re. 35 cromq. Tn view 
of tho need to reduce erpcndittlrw a p u t  of tho Anti-inflation Programme, 
thew arnni~nk wem subsqncntly mduoed. Central grnnta for dovolopment includ- 
ing CTmw More h d  eahcmclp oe ehown in thc Capital Uudget are p l d  st RH. 18 
orow in 1948-49 (Rcviasd) and Ra. 26.46 crores in 1940-60 (Budget). The loan 
amounts in 1948-49 (Revieed) and 1949.60 (B~idget~) are: RR. 24.88 croreu hnd 
RR. 47.25 crores respectively. The aUoo;ttion of grantxi and Ioanu among the 
Provinces i~ given hdow. 

TABLE 2l.-LOA18 AND (IRAN18 TO PROVINCES FOR DEVELOPMENT, INCLUDING 
GROW MORE FOOD 8OHEME8' 

(In Inkha of rupees) 
1948-49 Hmiscd I W9-60 Budget 

PrPvince 7-1 c----- 
~0l.n~ amts w t  ~ ~ l m f e t  

Modma . . . . . . . .  3,OO 3.10 , 8.00 
Bornbay 

5,oo . . . . . .  . . 8,OO 1.86 ' 1,OO 2,27 
. . . .  West Ben@ . . . . 2.72 2.00 8.39 4,70 

U.P. . . . . . . . .  . . 3,40 4.00 6,17 
East ~Gjjeb . . . .  . . . .  6,36 1 ,00 10.00 1,50 
B i b  . . . . . .  . . . .  62 1.10 2,70 4,OO 
C.P. and Berar . . . . . . 4.10 1.60 3.00 I .80 
lbseur . . . .  . . . . . .  48 lie0 2133 r ;so 
O r h a  .. . . . . . . . .  1,99 1.20 7.78 1.36 -. . .-- 

Total . . 20.27 16.20 47.20 25,3B - ........ - ..... - - - -. - . - - - - - .... - - A- .- 
Exclusive of alloaatiom to Coorg. 

t An advnnoe of another Ra. 2.00 l akb  b made to Bombay for the Labour Rouain~ Scheme. 
1 Grants-in-aid amounting to Re. 1.36 la!& are given for adult (cocbl) duoatian and 

tesoher6' tiuiniig demee. 



62. Subuentim and f'aymcnk from the Centre.--Table 28 ~ h o w ~  the eubven- 
tiom and other payments mode hy the Central Government to Provinoea sinoe 
1937-38, while Htatcment XILX gives detail6 of payments to each Province. 

TABLE t8.-ALLOCATION OF TAX PROCEEDSs 8UBVEMTION8 AND ORANTblN-AID 
TO PROVINCE8 

(In crow of mpem) 
Inco~ne tax Juts duty Subverrtione Other 

YW Graatbindd TOTAL 
1837-38 .. .. 1.45 2.86 3.12 - 7.02 

z 1 BJB-SO .. .. 1-60 2.51 - 7.01 
.. .. 2.79 1939-40 " - " 9.66 13 ,. ~ 1 % -  ; *+ t. *:,*a. *. , - - ;. -a\.,x-,> . r a T . > . i .  

1940-4 1 .. .. 4.16 1-85 3.03 - 9.04 
1841-42 . . . . 7.3) 1.36 3.03 14.37 
1 W2-43 .. .. 10.90 1.40 4.75 0.01 l5.M 
194s.~ . . .. IQ.GO 1 . a ~  2.75 a .oo 46.03 
18444 .. .. 26.66 1.49 1.70 7.00 36.78 
1946-46 .. .. 28.76 1.57 1.70 8.00 10.02 
1946-47 . . . . 29.87 2.87 1.70 -- 34.44 
1947-48' . . .. 20.74 1.28 0.44 1.40 34.86 
1 948-49 (Revised) . . 4 1 .79 1.43 0.70 2.25 46.17 
lWV-50 (Budget) . . 40.6G 1.46 0.70 1.25 - -.. - 15.06 

- ------ - 
h;& :--Figurer up to sad including 1 B46-47 relate to undivide&diu. 

Figum~ relate to 7b month from 15th A-t, 1M7 to 8lsC 1Ysmh. 1948. 

Tho Provincial ehare of inoomo tax ie regnlt~ted by tho Qavernment of India 
(Distribution of Revenuee) Order 1048 promulgtrted on 17th Mesoh, 1948. The 
prcenhpe a h  of the Provinces are : Medm 18, Romhay 21, Wcet Rengal12, 
U.Y. 19, the East Punjab ti, Rihnr 13, C.P. and Berm 6, Aseem 3, ant1 C)riese 3. 
The tlmount peyablo to Provinoa in 1040-60 a8 mhown in tho following Table ie 
Re. 40.65 crom aa agaimt the revbed estimate of Re. 41.79 o rom in 1048-49. 

TABLE 29.-DIVISIBLE POOL OF TAXEB OM INOOWE AND Dl8tRlBUTION BETWEEN 
THE CENTRE AND THE PROVINCES 

(In I.Lh. of mp-) 
IUSQ-60 - 

194840 1948-48 On the bdm As pumd 
Budget Rehod of pm-bdgd by fha 

l d o f  Parliament 
taxation 

Total Terou on Income other than 
Corporstion Ter ercludhg Mtral . . 84,33 93.85 96.42 80.92 

~eciuot-portion AribuLb10 ta tmss 
op +d emolumenb and to Chief 
Comrmeeionem: Provinoee and mis. 
oe~lsneous reoe~pts . . . . . . 5,89 4,62 4.32 4.22 

Bhare of coat of oolleotia~ . . . . 1.12 1.14 1.40 1.40 
m----a,69 .- BdABw 

Deducb~m'dunt 'tb bd ' r e G c d  by 
00,70 U,M, 

C ! t d  Qowmment . . . . . . 40,Ql 46.30 46.86 41.66 
Amount payable to Pmvincea . . . . 36.41 41,78 - ---.-- a , 8 i  I-6 - -- ' - 

6. PUBLIC DEBT 
63. GemaZ.-The debt podtion of the Central and Frovinoid G o v ~ e n t a  

ia shown in ?'able 22, Stntemente XrV and XXX and in Graphs 13, 14 a ~ d  15. 

During the yetlr under review the rupee debt of the Central Covemment 
i n o r 4  by Re. 237.81 ororee from Re. 2,140.01 croren at the end of 1947-48 to 
RB. 2,377.82 ororea d the end of 1948-49. It may be noted that during 1947-48 



them wae a deorell~e d RR. 1.09 cron)s, aa ~lgainst. inurtwm of h. 2(t.3.ht, orore5 
and Rs. 366.63 crores in 1946-47 and 1946-46 mpeotively. The amonnb of new 
Iwne floated and permanent debt diecharged in lndia by the ChntrnI Government 
in ewh year oinco 1038-39 are given below. 

(In c m r a  of rum) 
Dimharp of 

New L o w  Pennulent 
Year Debt 

1oa8.a~ . . . . . . . . . .  . . . . .. ~0.81 a0.61 
1919.40 . . . . . . . .  . , . . . . .. 88-23 26.W 
1w.41 .. . . . . . . . . . . .  . . .. 14a.40 10.64 
1Q41-4% . . . .  . . . .  . . . . . .  .. I2E.r)B 87.66 
1942-43 . . . . . .  . . . .  . . . . .. 188.29 1.18 
1943-44 .. . . . . . . . . . . . .  . . 276.35 16.M 
IBU-M .. . . . . . . . . . . . . . . 207.78 0.30 
191s-ce .. . . . . . . . . . . . .  . . 336. N ~5.69 
1046-47 FLevirwwl . . . . . . . .  . . . . 376.09 m . 4 0  
1917-48 h v k d  . . . . . .  . .  . . .. 40.96 67.96 
1948-49 Rorised . . . .  . . . . . . . .  6 6 . M  98.96 
iero-ao ~ u a ~ t  . . . . . .  . . . .  . . . .  86.00 u e . ~ b  

In 1946-47, of the HR. 375.1)9 crorea ehown under new lo en^, aonverfiion innr~efi 
a~noontcd to Its. 261.68 c row and fro~h market borrowinge were lene thall 
~.t\ticip(ltcd. Tho deterioretion in the Govcmment'm borrowLys bemme marked in 
1947-48 when only Rs. 40.96 orores were obtained. Again in 1948-49 new loann 
nmor~nted to o d y  Rs. 56.01 croroe ae a g a k t  the o r i w l  target of RR. 160 CrOWR, 
illcll~sive of the conver~ion lonn for Ra. 35.01 cnroros. On the other hand, the 
provision for dieohage of permanent debt wall an l i ~ g e  iw RY. 104.95 crnres 
(in(-loeivo of Ra. 5.9Q orom of dobt diecharged in Ellgland). For 1949-50 n modest 
provision of Ra. 86.00 cmree is made for market bvrrowinge while debt due for 
rerlemptio~b ie Re. 71 .a orom (inclusive of Re. 2.79 ororea fo be dhoharged in 
England). A stepping up of tL Government's borrowing cogramme is e matter 
of primary ooncorn in view of large ooapittrl outla e whic cannot be met from r f., 
ordinary revenue. AA shown in Tehle 22, taking 8 1 t8ypm of dsbt obligationu to- 
gother, the net proceed8 of the Central Cihvernment, after roviding for debt 
wdomption, were quite Inrge during the war yare, putic~ilsr  f' y from 1942-43 to 
104-5-46. However, the net reoeipts in 1947-48 were negative to the extent of 
Hs. 27.63 crows. In 1948-49 tohe largo not proceed~of Re. 262.89croree areeccountd 
for by Lhe mi hor Troaeury bilk for Ra. 296 crorca iseuod to tho Reaarve Bank for 
obtaining sterling for payment to the United Kingdom Government for the 
primham of amuitiee in m p t  of eterling peneioaa end for defemon atores and 
inetallationa token aver from them. During 1849-60 the net additiom to all kind8 
of obligt&ione sre nntioipated at Re. 68.44 ororeti. 

Interest-bearing obligationa of the Govornmont of India (in lndia and i n  
Rnglmd) egpegated Rs. 1,206.76 urorea a t  the end of Mamh 1039, end inowaseci to 
Ro. 2,308.30 croren a t  the end of 1945.46. An on 31at Marub, 1849 the tobl worked 
out at  Re. 2,455.80 umm, including Re. 16 .BR orores for the wpittll portion of 
hilwlry annuities. At the end of 1938-39, of the total interest-bearing obligetione, 
Kt3. 469.12 c r o w  or 38.1) per oent wcre ol~ligatione in England and tho teat. 
Re. 736.64 c r o w  or 01 . 1 per oent were obligationa in India. At the end of 1'348-49 
the oblytltione in England are only h. 42.84 mores, inolusivo of Railway nnni~i t ia ,  
while obligatium in India emounted to h. 2,412.06 omrtm. Oatstending pnblic 
debt of the Cfivernment of Indie i~ pleoed a t  RR. 2,030.33 mores at the end of 
1948-49 and st Ru. 2,048.70 orores a t  the end of 1949-50, ae ageinat Re. 949.77 
c r o w  aa on 3let Maroh, 1939. Under the Indian Independenoe (Rights, Property 



DEBT POSITION OF THE GOVERNMENT OF W 

Craes of Rwees 
SWCE 1938-39 

2250 

Other ObUgotkms 

1800 
Flve to Tea Years 
OHK Ten Yeors 

. - - . . . . . 1350 

900 

450 

7 7 , .  m 0 t r 7 + y f  " t t p  w ~ t ~ r a s z s f t  
J 



GRAPH 14 

GOVERNMENT OF INDIA'S i 



n.nd Lia.l)ility) Order 1047, all liahilitivn in rwpeot of silc:I~ l o i ~ . n ~ ,  gl~arantser! anti 
other fine~loial obligations of thc Governor-Clener~I in Coctncjl olrt~tc~nding immedi- 
ately before the date of the Partition wero placed on the ll~diil~! I1nion, mLject8 
to the m o v e y  of an appropriate ehrm, froin P~.kistwn, Ilnder the krmn of the 
Indo-Pdcietan Fin~n~ia l  Agreement of ,f:Dm.mbar 1947, the 'Pakintau (~ovemment 
are given mmtorium for five yeem in  pot of rcpaymant of thair deht liabilities 
to India and repayment is to commenuo fmm 16th August, 1954. P e k i r ~ h r ~ ' ~  ahure 
of dcbt of the Government of India irJ placed roughly at &. 100 ororen. 

While India's interwt-bearing obligatiom have ~ ~ o ~ w i d ~ l ' ~ b l y  inw~asCL1 w i ~ r ( . r  
IJre- WM, i t  milst be nobd thrtt aholrt 68 pet oont of them am covered by prodllctl v e  
w e b  a t  the end of 1848-48, as ehown in Graph 14. The total, of inter@&-yieldlnp 
m t a  whioh &ood at Rs, 946. 'J8 croren cl t the end of 1 B:jH-R9 incmtcmd to Hn. 972.55 
orores a t  the end of lM5-46 ; thcg are plecetf itt Us. 1 $4 1 .12 croros a t  t.ho end of 
1848-40 end Rs. 1,627.97 orarm nt thc? ond of 1!)49--50. C R H ~  tnrd u m : l ~ t i t i @ ~  hcld a111 

Trtwmy amount were e more &I. 30.30 croree nt the end of J9:)8-39 bs t  were 
Ra. 588.65 cromn at the end of 1045-46. They am pltl(wi a t  1Cn. 2:35.81 vrorca and 
RR. 124.78 cram a t  tho oud of 1W8-40 m d  l!WB-Bu roepoctively. 'l'l~t~ri, the hnla~~cbc 
of intereat-hesring obligation8 lmt uovemd by rrsncG (iaclr~dirlg owh a ~ t d  r;trc*uritiefi) 
W ~ B  Rs. 229.08 crorea or 10 per cant of Ihe total a t  tho cild of 1838-39 and 1Cn. 749.1 !) 
cmrw or 32. li per w11t of total a t  the end of 1945-46. It is p l a d  a.t I&. 788.87 c:rores 
artd h. 816.49 ororee or 32 per cant and 37 par cent at the oi~d of 1948-49 and 1049-fio 
r~peutiveIy. 

(:rotin payriients ot' intcrciit, r c n ~ o r ~ r r l  to Hn, dl :l c!rrbrclc i111d R.s. ti:! .:i (:I.OI.PII 

ill 1!)48-49 end 1049-5!) renpcrtitpc?ly. Of tlrese H I ~ I O I I I I ~ ~ ,  t.ra.11uf'crs t.o K t ~ i I w ~ . ~ y u  H I I ~ ~  

ntdu?ru ii~olldilq .bovii~ciel C;overl~rnel~t~, Powtri t l~lt i  l.'t!legr(tphri it1114 c:onltnc~ta.t.in~r 
nf p e ~ ~ n i o ~ ~ s  are p l d  at  J h .  2U ,5 (!rorm ~LIICI rtK. 21);!) cr(.)r(w ill t h w  two yen.r..r. 
v .  I ~ I I H ,  not ii~torufit- pagrnc~lt~ nl~a.rgoehlc to Gc11ornI I ~ C ~ Y ~ I L I I C ~  itrt? cntimaterl n.1 
Ha. 34.9 orores in 19.18-49 auld Jta. 34. :I crores in 104!)-60. 

64. Halancee,-rYtatemc~lt ?(V citrowa t . 1 1 ~  ,nwpcc:tivu I ol' t,hc 
( !otht.ml and Provincial Covornnlent~ w i t.h tt~s 1tc:eervo Rank and at  I:c.~ver~l~~ient 
'L'ren~uricu nu a t  the end of each nlonth cl~rriiqz, 1947-48 i~11t-l 1948-40 w also on Ih- 
deb  of the Partition. Tho bakmuw of the Conhe1 flovernmont whinh ntoocl a.t 
RH. 274.112 ororos &I the e ~ d  of Meroh 1948 showad a continrror~n dcc:lil\e u p  to t,hn 
end of Jaly 1948 when they wcro Re. 210.36 crow#. However, by A~~gllnt.-end 
t h ~ y  rocre to RK. 237.70 orare8 and, efhr  dettli~~ing tn lb. 227.44 crome t h e  
end of Septur~lber, agai~i inc~eaned to Rn. 24!2.27 c!rores s t  thc clorjo of 0a:toher. 
In Novomher they doolinwi to RH. 218.90 crorw hut ngrrin rose to RH. 225.59 
crorea st the end of Decenlher. Therc~ftcr there wrw H ooirtinuous decline ttr 
Ka. 1%. 29 crorea st tho end of March 1940. 

65. 7'semcrly Bil&.-LState~nc:nt XVI tjhown dete.ils of t.rrt11unc.i in 
(.!~t~trl~l Crovcrlrment 'I!rc&smry bill& sii\rc! 1918.19. Ylcrticl~lara of  wncltly and 
lnolithly tstnlrractionn in thcnc bilh dr~ring I WS-40 xro given j11 8tn.temc.nk XVlI 
and XVIff resptiveIy. The ycrer corn~nenc'ed with 8 wockly offer of, RR. 1 c-rnre 
whioh was nlainta.ined up to the ond oC the necond weck of J11ly. The weekly offcr 
way raiwd to RR. 2 croren rloring the third and fol~rth wc~kn of .lnly and tact 
UR 4 ororecl irr t h o  leet week. Jluring Auguat and the first woek of Septemhnr 
t'he offer was further increaned to RR, 6 crores. There WnR no offcr in the eecolld 
week of Scpkmber and whan lendern werc invited the next week, thc weekly 
offer wes reduced to RR. 2 crome lrnd t h i ~  continued till the f i r ~ t  week of Octobcr. 



Ax from the second week of Ootober excepting the third wmk when there wae no 
offcr, bhc wcekly offer waa again r e d u d  to  Re. 1 croro until 9th November, 1948. 
Minco thon the sale of Treasury bills hw, remained surrpendd. The amount of 
T r w n r y  bib tendered during the yew and the amoi~nt sold were both lower a t  
Its. 75.71 m o m  and Re. 48.01 croree rcapcctively as oompamd with RR. 140.31 
crores end Re. 84.66 crores respectively during 1947-4-P. The peroontage of amount 
sold to amount tendercd was slightly higher a t  60.77 as compared with 60.27 
for 1947-48, while ths perccntago of applioations tn amount offcrcd wea lower a t  
120 as oompwed with 129 in 1047-48 and 131 in 1946-47. The amount of maturing 
bills offered in lieu of cwh under the option given in 1942-43 to subsoribem agpe- 
gated Re. 7 .O1 crorcs during the year aa'oompard with Rs. 4.13 croree in 1947-48, 
Rs. 5.22 ororra in 2946-47, RR. 26.59 orom in 1946-40, RR. 20.80 orcjres in 1944-45 
end RR. 16.50 crnm in 1943-44. 

The amount of 'l'reanury hills outstanding with the publia roee from &. 16.03 
crores a t  the commencement of tho financial par  to  He. 33.11 mores for tho week 
ended 24tsh September which was the highest level for the ycar s s  agaimt Rs. 40.47 
crams for the weak eudod 28th November, 1947 in thc previou~ year. Owing to 
thc ui~spensiorl of a l e s  to tbo public as from 9th Novcmbcr the amount outstnndinp 
with thc pi~blic dcclilicd ao~~tinnally eince then and, by the end of thc first web; 
of Feb~unry 1049, them wits no amount outatanding with the public. The amount 
of Central Go~crnment Treasury bills sold during the year in Iavour of the Issue 
1)ap:trtmcnt o f  i-he ltewrve Bs& of 11ldIa was considerably large a t  Re. 1,117.85 
orores t~ tsgaimt Rs. 271.33 crorcs in the previoufl ycar. In the week endcd 20th 
August, 1948 the amoiint ~ o l i  h favour of thc IRsue Department waR as largo 
as Rs. 200.63 crams. T h i ~  wae fur sterling nccdd by Qorermncnt for aymeut to f the IJnited Kingdom for tbe purchaao of pnsionn rcm~uitio~ and or Dofencc. 
~toree and installatioxi~ taken ovcr from them. As on 31et Mnmh, 1049 the anlount 
outetttndirig with tho Issue Department, Provjncee and others was RR. 350.47 
crorcs an compared with RR. 98.68 more0 a t  tho cnd of the proviourr year. 
Thc rcqtlirelncnts of the Provinces in regard to the investment of thcir surplus 
flrnds in tbc Central Government 'fieaeury bills continued to bo mct from the 
holdings of the Tssue Department, the anlou~lt thus eold being replaced by 
pivchnses from the Contra1 Government on tap. During thc yefir imder revicw, 
all Yrovhws excey t West Beugal inve~ted in Central Government 'Treasury bilk. 
Tho total of thcir invcstmcnts showed a, d e c h e  from RR. 184.82 ororea in 1947-48 
to  RR. 110.85 ororea in 1W8-49; of this Bombay held Its. 70.015 orores, 
Rihar Rs. 14.2ii moms, C.Y. and Berar RR. 12.75 r rom,  Madras Rs. 8.80 orom., 
Aaeam Re. 2.50 ororew, U.P. Rn. 7 m o m  oand Orinnrt and thc Emt  Pnnjab Its. 2 crores 
each. Total l'retwury hills holdty the Provinces ae on 31st Meroh, 1940 amounted 
t o  Rs. 28.26 c?rorcR as compared with RH. 57.63 crorca at, the end of lKarch 1948. 

66. Yield on Tremcry B&.-Stutcment XVZIT ~howa the average yiolcl 
per cwnt per amurn on Central Government Treatwry bills snld to thc public 
during each moxlth of 1947-48 and 194348-49. The total mslisatioss in respcct of' 
Trcaaury bills during 1948-49 ngpgated Re. 45.95 crorw aa against the total 
srnln~ nf the face vnlile of En. 46.01 crorcs, the oorreeponding figilres for the 
preceding year be' KR. 84.47 crorcn and Fh. 84.56 crorcn reapeotively. The 
monthly overage yie ? d was around 0.49 per cent during the h t  three months 
and W H ~  lower a t  0.45 por cent in July. In August, howcvcr, it again row to 0.49 
per cent and conti~iucd to incream thereafter ~swching 0.56 per cent in Ootoher. 
The annual avcrltge of monthly yields showed a  light rise from 0.45 per cent in 
1047-48 to 0.49 pcr cont in 194-8-49. 

67. Trercstwy De# Reeeipt,q.--With a vi6w to c8teriqj to  inetitutional 
i n v c ~ t o r ~  sccking mcdia for ahort-term investment, the Government of India 
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docided to i w ~ e  from 15th Outober, 1948 Treasury D e p i t  Itewipfe in donomina 
tion6 of Ha. 25,000 m d  multiple8 thereof a t  par for periods of six, nine and twelve 
months bearing interest a t  1 per cent, I t  per oent and 1 4  por oent per annum 
reepectirely subject to income tax. 

The 'Treasury Deposit Recoipta are available on tap to ba.nka only, either on 
their own ucoount or of thoir constitiienta, a t  the offioes of the Reserve B ~ n k  of 
India in Bombay, Calcutta, %hi ,  Kanpur and Madras. Thcy are non trawferlcblc 
m d  oamot be dir~countcd with the R w r v e  U d .  Thoy arc ordinarily mpaytlblc 
only on maturity but may be repaid at any time bcforc the dne dnte without 
interat, in ceee of an emcrgonoy, on the Hemme Bank being eat,i~fied in thie behalf. 

Tho following Tabb nhows the transaotiona in Tmmury Deposit Rccoipta 
~int?r! their inception in Ootober 1948. 

(In laWu of rapeen) 
Six month Nine months Twelve months Total 

194849 ---- 
End of hued Out- I d  Out- h u u ~ d  Out- I m d  Out- 

ntcmding stending mtandbg standing 
October . . .. 0.80 0.60 0.26 0.25 2.00 2.00 2.78 2.76 
h'ovm~bor .. .. 10.00 10.60 - 0.26 24.00 24.00 32.00 34.76 
Deoember . . . . 76.60 86.00 - . 0.55 68.00 82.00 183.80 168.26 
Jenusry . . . . 76.60 161.60 2.00 3.411 55.00 137.00 132.60 a00.76 
F e b m ~ ~ q  . . .. 22.00 183.60 1.00 3.26 - 137.00 28.00 325.71 
W h  .. . . .. 66.00 248.60 - 8.26 157.00 66.00 888.75 

Tho total !l'rweury Ileyoait Rccciptls oi~tstaxding ot the cnd of March 1949 
wrur RR. 388.75 lakhs, of which Tmaeury Jleponit Reccipt.~ with a m~t-urity of 
six months wnounted to Ru. 248.50 lt~khs and thoec with n rni+turity of o11r y n r  
t o  Ha. 187 l a k b ,  thc outnttn~ding~ of nine lnonths Tma~lrry l)epoait Rcaeipta 
being Re. 3.26 lakhs. 

68. Wa.yu and Mwna Aduances.-Although their bala.ncea with the Reservc 
Bank coutiiued to dcclinc durirq the year, the Central Government have not liar1 
recourse, for the fifth year in niicceeeion, to the Bank for accommodation. 

PBOVRJCIAT, G O V ~ ~ N T B  : 

69. Rnkrncm and Way8 and Meana Adtnw.-The mor~th-ond balannee 
of the Provincial Governments with tho Rewrve B d ,  WJ &OWII in stntement XV, 
~vemgod He. 17.37 crorea for the par 1948-49 u u o m p d  with Rs. 16.55 crores 
for tho 7) months cndcd 31 ~t Mwnh, 1948. The baI~ncee of thc Pmvincitsl Covorn- 
merits aggregatd RR. 29.60 crores a8 on Slat Marcb, 1940 (inoluding belancos 
at tho T t c d e ~ )  IM againet Re. 22.73 croree a t  the end of March 1948. Of the 
t o t d  amount, Weut Uengd account8 for Rs. 11.36 aroma, tlnited Provincau for 
Re. 4.80 arores, Cantrtd Provinces and Bomr for h. 4.18 croree, Bornhay for 
RR. 3.81 crores and Madras for Re. 2 -24 ororets, while the other four Provinoee 
togetber acooatlt for Be. 3.11 croms. 

During the year undor roview all but Q h r ~  Provinces, namoly, W e ~ t  Rengal, 
Bombay and Bjhbr, had r e c o r n  to  ways und meem advances, the total amount 
being Re. 38.22 crown, of which Madras alone accounts for RR. 19 .d8 croms. Tho 
Inqest amount of RE. 11.35 croree wes takon by the Provinces in February 1949 
while there wee no advence during tho month of May 1948. At tho cloee of the 
year tilore wm no ways and moans rrdvanm ontstanciinp: aguinet any Province. 

70. T r m u n ~  BiZL9.--Statement XX(A) shows tho yearly Treasury bill 
tranaactione of the Provinces since 10.38-39 when they commenced borrowing in 
thie form and bYatement XX(B) showe the sale of Treasury bills by the Provincial 



(~avernmei~ t~  dilring 1948-49. l>urittg the ycnr, two Prr)vinceri, ~la,nely, Madras 
a.~l(i U.P. resort-ed b the nhort-term market,. Madrlte nold Trearrury bill8 in 
C)c:t.ohl. 1948 amounting to Hn. 1 c!run+, tho R.vcrago rate of diecount per csnt per 
xrillltln k ing 0.63. T1.P. oflored ill I!ccolnbcr I f W 8  'rrcnnury b i l l~  for Rn. 2 orores, 
I w r t  t.ho amounl, bcvldcrod nlld sold WLLG R.Y. !55 lakh~,  the sverege rate of diecount 
per cant per annitln heiilg 0.98. 

( h )  JAONQ-TEEM I h ~ r  AN I) OTHER HORROWIN~K 

71. (hrlernnred of India Inram..---1)urjtyt the yowr J 948.40 .oew  loan^ 
~mr~ir t~fed I.0 HK. 55.01 c.rot.eR an cmomptwed with .RH. 150 rmwa anticibrrted in t,hn 
hndgct. ctA.irndat*. The. out&anrlirtg~ i r i  ~.e~pec:t of G ~ l t r d  and Provin1:itrl Govcrno~enl 
lonnu at, tl~c* cnd of 1!)48-49 i ~ r r  ahowtl in 86alcment XIX.  

The Goverrunent annourrced om 22nd May, 1M8 the flokticju of e cc~~lvcreion 
I ~ IR I~ .  2% per pent Tloatl, 198% (Weooad Isuue) a t  par for ayproxima.tcly RR. 35 ilroren 
I)esrirkg iilltom~t &t 2; per alld repayable a t  pw OIL 16th November, 1982. The 
slihncriptions wore to be only in the form of 24 per ccnt TAmn, 1948-52, tho 
crutstanding amonnt, of whial~ as a t  the cnd of 31st May, 1948 w n ~  Rs. 87.01 rtrorcw;. 
'Che l id  wnt~ opened for ~sbuc~iption 011 1ut June, 1948and wan c I o ~ ) d  011 the mmt 
clay, totel snbsmiption n m o u ~ l t h ~  to Rs. '36.01 morerr of whicb Rs. 4.07 crore~ 
wrrr ecuoiinted for by two Provinoial Gavernmer~ts, namely, V.P. and Aesam. 
rn tll-ir ccnr~r~ur~cerneut dated 23rd September, 1948, the Government invited oil 
I R ~  Octobcr, 1848 R U ~ R C ~ ~ P ~ ~ O J I R  for tt of Rs. 20 mrGI) betlrirlp; interest, 8t 

94 per cent a111 repnyablc r~t par on 1 ~ t  Oatohcr, 1966 a t  an ieuuo price of RR. I(m 
for lbs. 100 nnniinnl. 'rho Jon11 was fi~lly silbscribed, the total amourlt being Re. 20 
carorcs. ir\cIusive of Rn. 1 crore teken up  by the Qovernme~lt of the ZTnitod Provinve8. 

72. Repcrymen4 qf .hnnn.--DrrrLy: the yoar three lonn~ were clue 
~~spayrne~rt. Tl~c? 2t  per c:ent, Lonrl, 1948-52 f~ltlturcct for repayment on 15th J ~ d y ,  
194A in accorctu~\cx? with thc noticc of rcdcrllptio~ gival by the Central Government. 
cm 14th April, 1948. The holders were givcn the option of converting thqir holdings 
iclt,o tbe new %i per cant h e n ,  1962 (8oco1id Tsniis) (vidr. ptua. 71). .Of the oat- 
*tandiug balrcr~ce of Rtl. 58.00 mores prior to redemuptioil, the srnount redeorued 
1111 to 3lst, March, 1049 we8 Rs. 61 .:+9 oromn. The 4 per esr~t Loa.11, 1948-53 matimed 
lor repayment on l5tl1 Dcccmbcr, I948 as per the aoticc nf radempticul given by 
I.hc Central (:ovenuoo~~t. oil 14th &,ptembc.r, 1048. The total arnount ouhtaiulin~ 

t l ~  loall prior to redenjptjon weR RH. A.U%4 moren of whic:lr Re. 6.019 crores 
were redonmcxl ttrp to :Itst Marc:h, 1949. '.['11e :E1ive-Year Inisrest-Fma Rize  Bontln. 
1949 mat80rod fur  ropayrnerkt on 15th January, .l949, the amollnt redeemedup 
3 1 ~i ;  Marc!h. 1949 bdng R4. 3 .  ti!) eroree (Re. :+. B9 crores UL India nnd RH. 10 l akh~  
i l l  Pnki&nn) out. of R.N. 6.30 cmrorcr! outnbniiding prior t80 rdmpti .on.  I n  .view of the 
wrrrl.ime gcowth in ~i~hlic: clnht,, t,ho ant~usl nppr~priel~ion for reduction or avoida11c.9 
of drbt w w  r a i d  rom Rs. 3 cmres to  R.8. 5 vrorpa in 1946-47 arid remrri~~en d tlhat 
Ivvcl. 

I 
73. f1orn,paiticm oj Tofa? Hupe a& &sling Debt. -StRternent XXI givou 

i.hc ot~t~ahndings of Ohe ~IIPH? and ~hrli l lg debt nf the Governtrlellt of India at the 
end of cacl~ quinquennium from 1913-14 to 1938-39 and x t  bhe e ~ d  of each fintlncial 
.vealS thereafter. Tile terrnilrahlu part of the fuaded deht (excluding the Railway 
a,tr~uiit.iee since 1042-43) is clawifid ncoodiag to maturity. 

'rotill it~temet-bearing obligatiow of tho Civcrnment of I'ndi~, i1lcree8ed I1.v 
I{s. 1,250 ororcn from RR. 1,206 crores a t  the end of 1938-39 t c ~  RA. 2,456 c3rorcs 
at, the and of 104@,49 (reviwd). These m ~ w n  ir~chlde liabiljjietr in reqeot .of the 
Rritiuh War Tdan which has remained ~nepended cieince 1931.32 and for technicr.1 
reasow the capital portion of the Itailway sennitietl which were funded in 1942-43 



and againat which an tqilivalent deposit wan mado wit11 His %lajnst,y's 
(;ovornrnent who have underteke~~ to provide the sttcessery starling as the 
pytnonte fall due. In addition, Lhey also include the bskncee in tho Deprwiation 
and Reserve Funds of thc Railwsya, Poata and Telegraph8 and uertaia 
other deposita t~lai~dy relating to oxoees profite tax and income t ax .  After 
excluding them lialilitiee, the total regular intem~t-bearing debt w o ~ ~ l d  unioullt 
to Re. 2,226 crorea at the cud of 1948-49 (revised) au compared with Ka. 1,15S 
croree a t  the end of 10:38-59 ; according to the budget cetimates, it ie e x p ~ t e d  
lo ripe LO tin. 2,287 c r o m  at the end of 1'349-R0. .4s agrJwt ~ht! total intercur - 
Lerrring obligatiotur of Rn. 2,456 crores a t  tho otld of 1948-40, thc asaet~ of tl~c* 
(iovernrnent of India aggregate Re. 1,667 crrorea made up of (1) capital outlay 
t ~ l l  Railways, RN, 692 croreR, (2) capital udvrmaes to othcr cornmemiel dcpartuln~t:, 
of  t8he Central Oovornment, Provinces R I I ~  Statex, eta., h. 189 croree, (3) dc15 
due from Burma, Re. 48 croms, (4) deponit~ with Hilr Mijesty'~ Gover~luient 
rdemption of Itailway anneitiiut, Rn. 16 eroma, (6) purchene of' nllnuitiee for 
sterling pensiow, Rs. 216 arorcv, (6) debt due from Pakialut, Ks. 300 crorrs turd 
(7 )  ~anlr and securities held on 'Crecls~try Account, RH. 236 crorlra. 

74. Repalriution of Sterling &bt.--The traneactivns in m p c t  of the 
myebriation of eterliug etocks during the year related, a8 d u r i q  the previous yew. 
to  the repayment of stocks not 8urrcndered earlier. Table 30 shows tho amounts 
repatriated and cancelled during each year frolr~ 1037-38 to 1947-48 alld the 
purtic~~larx of' debt cntrncelleti ulider the vnriouv schernes 14' rcrp&trietio~i dul-i~ig 
IitlB-49. 

TABLE 30.-AMOUNT8 OF STERLIIYQ DEBT REPATRIATED SINCE 1 9 3 7 a  

Prae 
H u w  

Yurchaati Valuu chountaryartd 
VUIUO A---. u m b d  

(f ruilliun) ' (f million) (R.. ern,-) ' (Ru, crohlr) 
1037-38 . , . . . . . . . . 2.90 3.04 -1.06 1.12 
1038-40 . . . .  . . . . . .  17.08 16.64 P2.M . 22.79 
1940-41 .. . . . . . . .. 7l . t ld  76 .54  100.92 94.8U 
1941-42 . . . . . , . . . . 99.04 V2.28 128.01 35.61 
1942.45 . . . . . . . . . . I1O.OU 120.48 161.67 82.62 
1943-44 . . . . . . . . . . 13.02 12.97 I7.2U 38.42 
1944-4U . . . . . . - . . .  0 .41  0.37 0.4U 0.17 
IU46-46 . . - 4  . . . . . . 0.28 0.29 0.37 0.01 
lU46-47 . . . . . . . .  - . 0.76 0.80 1 .W 0.01 
1947-48 . . . . . . . . .. 4.66 0.14 6.63 0.45 - - - - - - - -. - . . - - - - . 

Totd . . 320.83 327.13 437.17 a74.03 
1W0-4U 
1. Firat uompulrory u b  of 8th 

Yebnuy. 1941 (inohding opeuhl 
f=rsnganSnw U. 120 0.186- ~ - ~ V . 1 8 2 :  " 0.044 

2. ~euond oompu~org ; O h '  bf ~jin 
Dmembor, 1941 (inoluding rpcd 
(vrangmmnt.) . . . .  . . 0.030 0. U29 u.UY8 -. 

3. Redem ion of 54 yer cent eterling 
Ita?k 1% or .ftor .. u.oln u.018 0.024 - 

4. ~epetrirtioa of rcrilAy ab'it-  V LM C+ 
atockv . . . . . . . . . .  0.009 0.004 0.W6 - - 

. . . .  --. .-.- 
'1'0t.l . . 0.180 0.187 0.249 

.- - . -- 0,024"' 

Grand Total . . 328.21 -- -. 
321.12 437.42 nz4. 0s .. . . . .  ---- 

D~~rilrg the ycar 1948-49 wwurititrs of the fnoe value of SO. 18 lrlillion w e ~  
rcptriolnd a t  a o o ~ t  of Re. 26 l a k h ~  a d  rupee c:ounkrrporta of the hw value of 
Hs. 2 .4  la& were created. The total amount of' aterlby debt reyrrtriclted siuoe 
1937.38 umottntn to f328.7 1 1nil1io11 a t  n vast of $327.32 million (Re. 437.4? 
croren). 



V5. Dicrtribution of Rupee Debt: Bmrnment Promieeosy Notecr, Stock 
Certifiateu und 9uhidky General Ledger Accmnb.-Conversio of Government 
Pron~i~uory h'otes into Stock Certificates during 1948-49 amoimfed to  Rs. 24.76 
c row es compared with Rs. 28.15 c r o w  during 1947-48 end He. 36.32 crores 
during 1948-47, the total emourit converted ainw let March, 1942, whcn the schenic? 
of convor~ion (without chwge) of Promissory Notcs into Wock Ccrlificirteu nnd 
vice versa; came into ctiect being Rs. 403.63 crorcs. Reconvereioris of Stock Cortifi- 
cates into Yromi~)80ry Notes during 1943413.49 were ulightly lowcr a t  Lts. 63.86 
crores m compared with Rs. 63.97 orores in 1947-48, tho aggregate einco 1942 
being Rs. 204.12 crores. 1%~ distribution of the rupee debt, according to the form 
in which it in held, ia givon below. 

PERCENTAQE TO TOTAL RUPEE DEBT 
Wacellaneoue 

Ib 011 

Slst  Memh 

--. 

(i.e., G.P. Note* 
G.P. N o h  8took S.O.L. end Stook 

Csrtifloster Aocounta ~ ~ e t e s  itold 
in Jmdor~) 

1B42 . . . . . .  69.01) 16.40 30.67 o.ar 
1813 . . . . .. 26.60 31.28 42.86 0.27 . . . .  1944 .. 35.66 28.88 38.27 0.20 
1945 . . . . . .  17.06 35. US 36.86 0.16 
IWI) . . . . .. 37.70 22.66 30.53 0.11 
1947 . . . . .. S.90 22.26 41.80 0.04 
1 wo -. . . -, 83.01 20.~4 46.99 o.oa 
1940 . . . . . . 38.76 19.66 46.67 0.03 

The preference on thc part of thc institutional iavcstorn to bold securities in 
Subsidiary Qeneral Ledger Accounte iu indicated by the increasing perccutage of 
the myee debt held in this forn~ for the last four yom.  Whik tLc porc~nt~oge ol' 
hol&lb% in Govermm~t 'homisuory Notea ahowed a  light uumaao horn 33.05 
to 33.75, the percentage of Stock C~rtifioatcs declined further from 20.94 to 
19.65. 

76. Publie Debt (Central ( 3 m e r n M )  Amendment A d  1949.-Under the 
Government of India Act 1936 tho Central Legidntww woe comptcnt to ohmgc. 
only tho law in respe~% of Central Securities. The provimiorrs of the Indian Necuritica 
Act 1920 wcre accordingly replaced, so far tre tho Central public debt was 
concerned, by a comprehensive new Act, the Public Debt (Central Covcmment) 
Act 1944, whioh was made effective from 1st Msg, 1046, Iscrviug thc provincial 
necuritics to be rcgulnted by the Indian Secaritien Act 1920. In vicw of the fact, 
that tho money mmket ,t common to the whole cointry and ale0 the public dcbt 
of tho Central and Yroviucid Governments is m a w  eci by a rilngle qency; narucly, ? the Remrve Bank of India, it was dccmed desiral e to have uniform legislation. 
With n view to  adopting a unifiod policy the Provincial Gavernments had already 
pn~sed resolutiom m,ommencling that the eecuritjcs issued by them and their 
public dobt should be regulated by (14 Act of the Indian Parliament. Accordiugly, 
the Indian Parliament paesed on 8th February, 1949 tho Public Debt (Centml 
Govenune~it) Arneudment A d  1940 amending the originel Ant of 1944 to  inclnde 
scrurities i m e d  by the Yrovinciol Covernmeuta and their public debt.. 

77. Tla SWuded Saritie% (Eydertzbad) A d  1949.-4onuequent upon tho 
politiml development% in Hyderabad, the (hvernment of India, with a view to 
cont7.olliug the h m f e r  of certuin eecnritia whioh waa connidmd to be detrimental 
to the interests of Indin, iseued the Soheduled Sccuritiee (Hyderabwl) Or& mance 
1048 on let July, 1048 in tcrms of which no transfer of eecuritiee held by 
Hydert~bad as defined in clau~e (iv) of Section 2 thmof  was allowed without the 
approval of the Contra1 Government. 



The Suheddd 8ecirities (Hyderatsd) Act of 16th Febniary, 1949 ~*epnaled 
this Ordinance ind vested in the Clovornmcllt of Hycierahad seciiritie~ wpccifirrl 
i r ~  the Snhdulo to the Act, notwithstnndhg any t r e ~ f t l r  mnde befom 
3lst December, 1948. Further, the heerve Rank of India was empowered to isw~e 
to the Governnient of Hyderebad duplicnte eecuritic~ in lieu of the nchedl~led 
sccuritiee ee if siloh securitica had been lost. The di~plicate eccurities were to be 
dcemcd to have the eame effcot ns if thoy had been iesued nndcr Scntiori I 1  of Ihe 
Yuhlic Dott (Centre1 Covarnmcnt) Act 1044. 

78. AYmall Saving8.-Statement XXII uhows the tranarrctioui i ~ r  Post 0 f i c : c :  
Five-Year C a ~ h  Certificates since their inception in 1817-18, Teir-Yeir L)eSe~lce 
Savings Cttrtificatee firat introduced in Juno 1940 and KaLiond Saviugb: 
(:ertifioatca issued from 1 ~ t  October, 1943 to replacs the Ten-Yoar Defoucc 
Savings Certifimntcs. Gtatemont XXITT give8 informntio~l r e g d i n g  the Post, 
Office  raving^ Rank sirico 1913-14 and the Ilefence Hnvings Be~lk which d,arted 
opratione from lnt April, 1941. Particulars of monthly t r n n ~ ~ i o n s  in 1Jic varioue 
typos of small navinp o m  givcn in 8tateme1lt XXIV. 

From 1 u t  June, 1948, in addition to  the Twelve-Year Nntio~rlnl S~lvirlga 
(krtificates, the Coverument havo utartod the new series of Five-Yoar and Seven- 
Year National Savings Certifioatea. AR part of tho Anti-inflation Yrognalmc? of 
the (iovernmont of Iudia, irlvetvtment facilitioe for small illveaton, were widened 
with effect fiom 23rd Octobor, 1048 by raising tlre permissible limit for iiive~t~nent 
in Post.aI Savings Benka from Re. 5,000 to he. 10,000 end in National Savirlg8 
Certificatoe four Ha. 15,000 to Re. 25,000. The followirlg Tahle givos partindam 
of O U ~ R ~ M I ~ ; ~ I ~ U  in Lho variouti form& of amall ravings einco 1940.41. 

(In lakhs of ruysra) 
Out.Iandln@i at tllu und ul 

r . --. .- - -7 

l P f P c 4 - 4 5  1045-40 1MO-47 14-8-47 1047-Ld* 1V48-4U' 

CA ~ a r ~ ~ f k u t c s  . . . . 40.w m.01 ~4.67 w,ar s ,82 %,PB 3n,12 37.w -n,o: - 7 . m  
IWeua hvlngm CkrWfl- 

cater .. . .  .. 2,'& 4.96 6,GU 6.W G,42 6.02 G , l &  4.71, - 40 - 70 
Natlooal bvt- Wfl- 

C V h l  .. .. .. $,06 28,lu B1.3)  70,62 74.98 Y.21 2401 
hvlng.nrultDepo.lta.. 6Y.01 52,W G2,22 04.18 W.22 116,OL l42,Sfi 14481 11,W Y0.W 
Dcfcncc Snvltum Bank 

I ) e ~ l l a  . . , . 11 41 4.02 ti&? 10,hO l0,QS 6.02 -3.16 --4,U7 

---- tom . . tmn rsu -74 tthrr tnr,ir tzr,s: two m,tr i&rr r+m8 
-- --- - 

Flgurcr ioa Ula lndlau union 4, rxel l~ lvb of &are h Wla pre-jmrtitinn uutrtmdlnm. 

It was decided by tJ~c Govornmentn of India end Pnkieter~ that facilitioa lor 
trendor of Post Office Cash, Defence end Pu'cttiontbl Llevin e Certifictbtes issitod 8 before 115th August, 1947 nnd standing registered a t  Pont, 0 'coe in one nomini011 
to  Pont Officcs in the other Dominion should bo allowed up to the 30th .lu~~c*, 
1949 after which date no application for transfer would be entertn;nd. C:ertific.atca 
o~~tstmlding BR on 16th August, 1947 and vcrificd for trannfer by the office of 
issuo 0x1 or h iore  31st March, 1949 would be the financial liability of Ludia to be 
adjnstcd aa yaut of the gencrol debt settlement and would be treated w if thvy 
had been issuod beforu the Ptwtition in a Pwt  Office now locntcd in India. Tho 
Cttrtificate~ trnnsfcrred after 31et March. 1948 would be the liability of the Dommion 
iu which the original offico of k u e  is located : their discharge valixe and bonuses 
thoroon would, on pnymont, bo r e c r o v d  from the Dominion from whitlh thcy were 
tr8neforrd. 

On tho baeis of agreement8 roached a t  the Inter-nomini011 Conferenm 11eld 
in nelhi in November, 1948, i t  wee dccided to  allow trensfcr of Savings Hank 
Accounta atanding opeu a t  Pont Officea in Pakistan to  Pod O f f i w  ~ I I  I n h e  and 
vice versa in reapcct of applications received up to  the 31st Much,  1949, irrespt.c.tive 
of the date on which the acoonnt might actl~nlly be tranefemd. 



1 )l~riog the yew 1948-49, 7,268 P o ~ t  Office S R V ~ ~ ~ R  Bank A~.c.oiint~ erno~r~iting 
1.0 I ~ H .  Sfi lekhn wero Lmnrriwred f r o ~ r ~  Jnditr t30 Paki~tan wllilc 23,988 aocoanba 
alnouliti~~g to  Hu. 100 lekhn were tra~wIcrrod from I'nkistan to Lndia. Aa tit the 
end of the year, Pout. 0fic.e Snving~ Rank A(*COIIII~Y trnnuterred from India t o  
Pnkintaa amounted t o  HN. 201 lukhs while :brmc:olulbn anlountiny to 1t.u. ,579 lakhu 
were tmr~eferred fro111 Pnki~tnn t.o India. 

3'lic yield or1 Pont Offic:c! (laah Cartificut.nn and Pont Officc 1)efenc.e Savil~gq 
(!nrtifirat8c~ rernail~t!d ufichanged at 2A per cant and SI, per c:ent c:ompol~ad intareat 
re~l~?c,t.ivc?ly while the yield on '.l'wt4ve-Yotu. Dcrferier! savings Certificatrhn nt.ocul 
at. 4-1 /tl p r  venl nimple int.c!rt?trt, 

79. 1'~virinciul L)rl,l.--'i'tu: outst,a~ldirig tobt~l debt of the Provincae of the 
I t~dit~n I Ynion iricmnxcd 1 . 1 ~  Hs. 36.7s vrorcs from En.  118.14 rroreH st the cnd of 
1947-48 to Re. 154.82 c t o ~ s  aL the a d  of I!rJH-49, rno~t.ly on account of inc!ivases 
of RR. 111.72 urorcs, Re. 8.43 1.rureft B I I ~  RB. 6.79 C ~ ~ ~ O R  in tb outetanding oblige- 
tinas nt the Eaet Punjrth, (:.P. and ncrar and Went Bongal respirtively. The total 
p rma~l i - l~ t  debt al, the e l ~ d  of 1948-48 arnour~ted to Rs. 46.49 crorta a~ against 
Ks. 44 . I7  I-rores at, the end of 1!)47-48. Ploating debt increawd by RR. 7.30 croren 
from Ha, 2.60 c-rores at 1.1s~ cnd of 1947-48 to ICe. 9.88 crort.8 at the end of 11348-49. 
lAc,au~ from the Centre1 Cic~vcrnme~~t ntood at RR. 78.59 crores at the end of 1945- 
49  an agninut Hn. 49.118 crnrea at, the end of 1947-48, a rise of Re. 28.61 cromn 
whlch ac,c.onnte for about 72 per vonb of the t o t d  inorcase in the debt of the Pro- 
vinces durirlg tlw p a r .  O~ttut~mdi~igs of imfut~cled debt inoreased by only RH. 0.65 
( core from RR. 21 .43 croros at, the end of 1947-48 too Rn. 21.98 croren a t  thc e~ ld  
01' 184H-.l!i. While tolnl outnt,andi~ig dobl wrur higher by RA. 38.78 ororee, ody  
1Cn. 4.23 crow8 wow pmvlded for thc rcd111htio11 or avoidailre of deb1 in 1948-1H 
na againnt, Hn. 4.99 croras in 1947-48. 

SO. PrurGnchd imnn.-Tho Government of the Centrul Provhlce~ ant1 
Berar, in their L I ~ ~ I - I I I I I ( : ~ I I I ~ I L ~  dated 26t h Augi~e t. 1948 invi bed on I ~t 8epbm ber, 
1!M8 nubarriptio~~a for au IRRIIC of' 3 p r  CBILC C.P. nnd nei*ar Loan, 1964 of the 
I'aoe valrle of' RN. 2 croree, thr! iasue price being Rn. 91) for evory Hu. 100 nonlinal 
arid reciecmnble a& par 011 the l e t  Sepbmbcr, 1964. The proceeds of the loan were, 
to LC r ~ t i  litred fur linancilw productiva cbapital exyenditu~a on electricity projectu. 
T l~e  loan wae overnubscribed und allotmeat8 lo thc exteut of 4:) per cent eubject 
10 n ~uiuimum of Ru. .?,(H)O on applic&tio~ls above t h i ~  amount were made. Total 
~ubnwiption for the loan waH b. 2.03 c r o w  and 110 co~~trib~ition w a ~  made by 
the Uovcrnmenl-. Depnrttr~enB to t h i ~  loan. No lolrll was floated during the year 
Ly any other Provi~lcrial Qo\rer~~aie~lt. I)l~ring the year no Provincial lonn lrrntlrred 
l'or. repa-pent. 

VI. CAPITAL MARKETS, MONEY AND BANKING 
Y I. 0eneral.--st.agnation in the capital market8 in India contini~ed during 

t.hc genr llnder tvview, the tlotiLtion of new hsuorr rernair~ing dif3ioult. Shere 
pricea feH further from the pa& reaohed in August 1946, though a t  a much slower 
pace than in the pmioue ycar : the Euonomio Adviser'rr index number of variable 
yield induatrirl neouritia which utood at 314.9 in August 1946 fell to 235.ti in 
'I\.I:nwh 1947, 178.0 in March 1948 and 152.0 in Maroh 1949 (rridu. Statement XXV). 
'I'ht: continiianc;e of thc daoline even a fbr  the succe~nfi~l action in Hyderabad. 
the 'we-f i re '  in Kaehmir, tax co~lcessions in the 1949-50 budget and olarificationn 
regarding the role of private e~~te rpr i~e ,  points to the ~hortage of invwtible fiinde. 
l'hia would rrypew tso he due 11ot only to unwi1linp;ntmn ant he pert of investors 
rtulrlting born lower profit expctatio~m, but ale0 to eome oxtent. to rr dimininbed 
c-~~],~t'ity tta save nrncmg c:trrt,ain clanwm and aoolt! re~li~t,rit,nt.ion of inaowea i t1 



favour of p u p s  unwuatomod to invoetmont or banking hebita. Deposit liabili- 
ties of euhrduled banks fell al~uost continl~ounly Ly about Its. 95 crom from 
July 1948 to hkrch 1949. Tn atidition, there was for the first time sinoe 1938-39 
a contractior~ in note circnlation of about fts. 8 ororw during 1fW8-40 aa a whole. 
'Cho gilt-edged market remained cornprtri+tively uteaciy on moount of ~ubstantial, 
though discriminating, ofticia1 support, yieltb reghtering only a mild riw during 
tho yoar, particularly in tho skorlor-date&. Tile money nmarkeb in Tndia after 
yonrfi of m y  conditions comequont on growing currency expn~wion, wit~~essed 
unusual stringoncy in tho last quarkr of tho yew, the normal ~ e l ~ ~ o n a l  demand 
for f r ~ n d ~  boing stwnythencd Ly otlicr factOr~ of con~idwahlt) magnitude. Loat~n 
and advances and 1~ilLs clisoonnted of ~ched~ibd  banks watt to the high level of 
about &. 498 cram on 18th Maroll. Cheque clenrrrnces in 1948-40 in tbe five main 
c:entrtw also rose by about %. 438 crorw over tho previous year. 8terling balances 
of the Rmervu Bank of India declined suLettwtially durir~g the year a~ a resillt of 
the branefor of al~oltt Re. 101 orom to the S tub  Bauk of Pakistan, the payment 
of RR. 284 croms to thc U.K. for certain transactions in t e r m  of the lndo-U.K. 
Fi1ianoia.l Agrec~aont,, and an expenditure of Ha. 109 crorea to mwt our ow11 
nmds. 

82. Qovernmenl ~9eeurdie4 Markel.-Tho Bombay gilt-edged market con- 
tinned to rule ge~lerally quiet and on the wholo stcady duriug 1948-49, herring a 
few inata.nce,s of' occauional hmita~wy owing to ul~certai~ltiee ill the politicel 
oituntion, apprehensiom regarding mti-inflationary measures, osyocially i r ~  ree ect r of i ~ ~ t m w t  raten, and acute ntriugency irr the rnoney market in the Iattor ha f of 
t.he ywr. Contrary to fears iu some quurtonr, tohe yolioy of the authoritiw in Tndia, 
( t ~  ill the case of many othor lcading countries, conbinued to  be gerierally one of 
stnl)ilisation of intoresh ratc.s, the Ramme Rank of Inrlib contittuir~g to nupport 
tht, ~nsrket. 

Statement XSVI shows the nvcrnge niontl~ly and alln~ral yields and the 
higheat and lowcst prices d u ~ ' i ~ ~  1948-49 of' all oiitetanding Cover~lrn~nt of India 
secnritie~, whilt? 8tatemcnt SS\'TI gives the ant~tlnl nverngo pricen nf represni\tative 
(:c>vornnient of T~din secnrities nince 1939-M. 

The ~ t~arke t  opened weak a t  the beginning of' April owirrg to general lack of' 
nnpport, rather heavy  ele en from Indian Stnten as w d l  as the u~icertaitlty 
engendered by the tblay in ~~otifying the redeulyhion of the 29 pcr cent Loan, 
1948-fi2, which foll duo for rcdcmption optionally 011 1nt June, 1948. However, 
with tho amounccmeut of tohe repayment of that loan or1 14th April, steady 
<:onditiolm set in which practic!irlly contiliued till the ertd of May, the Economic 
Arlviner's index number (Uawrr: 1927-28-100) of the prices of Government eeouri- 
tiea moving np a little from 114.3 in April to 114.9 in May. 1)uring the month of 
June the market experienced some hesitenc:~ mairiIy owing to the beclrinh view 
talien regarding the breakdowu of the ngotiatior18 hetwwn Tndia and Iiyderabncl 
State. A notable feature wee the seoond issuo of the 2) per cent .l,oun, 1982, 011 

1st ,Illne, 1948 whioh war, offered for convemiou of the 22 per cent Louu, 1948.52 
. 7 -  8 

Bteadier conditioua reaypwred in July, Cho recovery being aided by the 
promulgatiou by the Covernmollt of India on I f i t  Jnly, 1948 of an Ordinarlce 
rentricting the tramfor of Qovernment of India aec!i~ritief~ held by or on beha.lf 
of the Nizam of Hydorabad, t b i ~  step heiug expected to diminish etrles of securities. 
T l ~ e  reappetlrrnlm of institntioml Y U P ~ I *  arisi~lg partly from the repayment of 
ttto 2a por cont Loan, 1'348-62 and pctrtly from general investment demand helped 
t.o sustain the market, wntiment whioh took a difititictly firmer tone in September 
as a result of t.he swift ant1 dwinive police action in Hyderabad S t a h  and the 
tlotation of a new short-aledinm-dtstad loan on l a t  October, I948 for Ks. 20 
crorm. k~earing interest, a t  2a p r  cent and repayable at prrr on lnt Oc:t.oher, 



1955. The s8tiafactory response to tho new loan ehowed that inveetom seemed to 
have on tho whole beeu favourably impressed by the terms of the loan, a0 
jrldicating the Goverurnent'~ decision to adhere to their declared policy of 
 tabi ilia at ion in r g u d  to cheap money. Arlotl~m important evont during this 
pcriod WRR the anrrouncemcnt on 14th September, 1841) that bhe 4 pur cent Rupet? 
I.onn, 1948-63 would LC mpaitl a t  par on 16th h e m h e r ,  1948 with all internla 
dne up to that date. Thc Economic Advimr'~ index number of Iho prices of (iovern- 
nlent uecuritim improved from 114.7 in duly to 115.1 in Ochher. Fro111 
November, howevor, n rwen~ion in priccs wau in evidence proflumably an a nattu-a1 
corrwtive to thc earlier overkought poeition. The woak andertoue generally 
continued during November and Themher owing to tho general dearth of buyers 
on tho one hlmd and the prc-dominance of ~cllare on the other. All the same, 
price8 were sutltairied to a considerable extctit by the extermiou of official nupport. 

Tlle tnonth of .January 1940 witneoud ir~itial uteadi~iesn pr~inyt~cd by the 
ptospontu of a reductio~i in the Ooverr~mcnt of' Tndia'n defencc oxpe~ditul.t: 
following the ' oeilne-$re ' in Kaahn~ir. But the ~~nder to~ ie  tecnmc? rather e a ~ y  
owing to the prolo~yod and rattier aclttc stringency in the nhoney ~nurket 
t hronghout t,he relnaillillg part of the ycar. Pricrr; were, llowcvrr, rignil1 ~t.tlhiiiscltl 
11.y snb!+tantid and contini~oils oflicial sopport. 

The closing levels of yd(:ce for 1948-49 ehowrd moderate lousen over those 
of tho prcviolitl year ia  rewpcct of allorb rend n~cdium-datecis rcl~lging Iionl one suue 
to one rupee and twclvc nrulun. An regards the long-rluledn, oxccpt the 2# per cent 
Loan, 1976 which lost En. 2-0 aud the 3 per cent Loerr, 1983-66, which ducli~lrcl by 
an ~ L I U L ~ ,  fhc other ncriya recorded moderrele gairiti, tho 9 per cent I.oan, 1970-75, 
however, nppreciating by au much as twelve anlia4s. 

Graph I ti skow~ the inont~hly ctvevagc yioltls (111 repreaent,nt.ive (+overnmi~iit 
of India ~uouritiw. 

8 .  lnd?rstriltl Slturc: Markel.- -The declino in share prices which begall 
Y, oouylc of years ago showcd praoticltlly no aigm of abatement during the year 
~rndor rovisw, sltliough thc rate of decline in p r i m  wrru much  lea^ t h n  during the 
prcvioi~s two years. The principal fhctora inilucmoing the ~rlarkot went the general 
ecor~omic uncerbinty, political developmcntu in ICe~lrmir and Hyderabarl 
Stnttt~, tloubts rogwding Bovernmcnt's attitude to private: i n d ~ ~ ~ t r i a l  entcrpritie, 
anti-i ~~fla t i  onnry rnestmres of thc Government of Tndia and the likely i~l~titutioli 
of ~~rofit-shnring. 1'11 the la.tt,rr part of the year, however, n~ini~tarial .stahmeuta 
of' Govcrnlnent polioy a* we1 l an ~ o n ~ e  tax couceatlio~in i11 the budget for 1'349-50 
led to n aonsiderablo rcvivel of invelctmortt confidence : despita this, there was no 
improvement iu pricca, t h i ~  fact being at8t~ribnted to the dearth of investible funds. 
'l'here were also ~ p c i a l  factors affecting partionlar types of shnren, ss, for oxample, 
the Tariff Board enquiries into tho cnRc for rt riw in stml rind textile pricc~, the 
~rltlrket being uncertain rrr, to  whcthcr and tn what extont price risen would bcga~lted. 

The market disp1a;yed B somewhat quiet and hesitltlrt tone till .July. On the 
one hand, them wcrc: N U C ~  ft~vourablc factora ntl the a~muouncement of the Govern- 
ment'e indu8trinl policy which, ildw dia,  indicated tho demarcation of indnstriew 
between private and Statc enterpriee, (Covernment'e intention bcing that the 
existing key isdufltries wohdd be nllowed to oontiniie under privatc enterpriee for 
u. period of ten yetm), tho rise in textile prices au a result of tho removal of cloth 
control and the Prima Mini~ter'n ayeech a t  the All-Inclis C o n p e  Comruittse, 
etreesing the dangers of carly nntionalizstion of key induetriea. On the other hand, 
tilere wero ako bearish influenom of the adverue news regaxding the Hyderabad 
situation, rumourn regarding the polwibility of aoqubitior~ of the textile industry 
by tho Government in a m  the p r i m  did not uome down, m well w. tbo  news 





QRAPH 17 
d 

INDICES OF SECURITY PRlCES 
b- 1927-28 a 0 0  

VARIABLE YLLD 

FIXLO YIELD 

S D Y J I D Y J 8 D Y J 5 D M J S D Y J S D Y J S D Y J S ~ Y J S D ~ ~ S D ~  

I939 19+0 1941 1942 1943 t944 1945 1946 1947 A48 I949 

- 



regarding the reorudwnce of labour trouble a t  Jamshedpur. The Economic 
Arlviucr's general index number of variablo yicld securities (Baae : 1927-28=100) 
declined from 178.0 in M m h  1948 to 164.9 in July 1948. I n  the latter pert of 
,July and early in August the market rerneined somewhat steady, but later a alight 
deuline in p r i c ~  set in ae tt m u l t  of apprehen~ione regarding anti-inflationary 
memum, the cleoline boing, however, wrested ~omewhat by the Primc Minietcr'~ 
doilia1 of ritznoure regarding tho demonetbaation of Its. 100 not- nnd freezing of 
bank baleucoe. His apaolr a t  Bombay indicated that he was not in favot~r of a 
enddcn chatrge in the premnt monomic sot-up which wttp intorprehd to mean 
thnt them would he no rapid nationaliaation of industrien. Se~ltilntrllt wall alro 
helped by tho euoceeeful termination of the Hydcrabad ' police ctotion.' The 
p~~blicntion on 28rd Soptemler, 1948 of tho Expert Committee's rccommondation~ 
regarding profit-sharing in industry also indlmect operatorn tc) extend their commits- 
tncnh, aa i t  wae fult that n majority of comyanio~ would 11ot I)e affected adversely. 

This sontinlent, however, did not contintic: for a long time a8 in the followj~~g 
t,wo months, i.e., Octoher and November, thc markot displayed a quiet tone. 
Trading wan nt, a low cbb, operatow ehowing disinclinhtion to  t?ntcr illto lsrgcr 
commitments owing to the prevailu~g ~mtcwrtaintiew in regard to  lnbonr, indu~trial 
eawingu and, alovo all, thc Cover~~ment '~  enti-jntlationnry propowah. Evm the 
7 # w d  wasion wl~ich wrtu hcld on 3 1 ~ t  October lacked t.he usual enthasiasm, 
se~itirnonl having heen adver!redy nffoctcd by the Divideud Limitation Ordinance 
irseuecl on 29th October, 1948 and the notifiaatiou rclnting to the restridionu on 
ftiture bonns i~wucs of oompa~ien. I11 Novemhels nlso, thc mnrkct sorttimo~tt 
contiiurd to be weak, k i n g  ndvcmely affected by the pawing threut of aommiiniam 
following the developmei~ts in Malaya, China ald Burma. Other bearir~h jntli~encen 
i n  thc inarket were the probability of All-Indin Docks mid Railway8 etrikee a~id 
t he  npprchcr~ioii of keen foreign competition following tho rcported dccision of' t h e  
(;overilmcnt to utili.~,e as fully an yontlible the a m o ~ ~ n t  of sterling available uirder 
the Hterling Ralancou Apoment. Ar, a re~ ld t  of thew, p i n t e n t  all-round sclli~q 
wan ill evidencc, uharc valuce hifling to fretlh low levels. The Steel Scction, 
however, displayed a comparatively eteady tone owing partly to favourablc. pro- 
duction  report^ for October and partly to tLe uruwuncel~ent of e higher dividend 
by the I~ldiail Iron and steel Co. Thc steadincas in thiu motion woe particularly 
marked in Tata D e f e d  owing mainly to reportod ~ 1 1  port by 8 bull syndicate. f: Later, the low lavcle attracted some beclr-covering and t e ndling prceuun: ~ c e m r d  
tdu abate, presumably owing to a feolirtg that prices had gone fitr too low. In  fact, 
n 111ild recovery wau in evidancc as a rcsulh of the promulgatio~i of the Ordinance 
tru I!)t8h November empowering the Incamo Tax Tuvestigation Cornmienion to 
cowlpound c a m  arising from tax evawion with the approval of the Central Cdvern- 
ment and ale0 the Transport Ministm'~ announcomcnl aseuring tu priority in Y regard to tho transport reqlhmenta of the steel, cement snd tcxti e indu~trien. 
'I'he upward trend was further assisted by fnctora mch a R  optimistic cxyectationx 
in  regard to she1 prices md the predominance of buying enqniricn. R u n ~ o ~ r l - ~  l o  
tho effect that the Qovornrnent would Be lihersl in granting permissivn~ to ~ N R I I ~  

I~onus shame imparted further confidenm to the market. 

During the first qnarter of 1949 the mnrkct was on the whole quietly a n y .  
'I'he mtriilgency in the ntoney market, apparently more than scasoml, t,hc 
deteriorating political situatio~t in the aeighhouring co~~ntrics and thc dociflion of 
the Cove~pment of India to levy a11 exciw duty of 25 per cent ad d m e m  011 

~ ~ ~ e r f i r n 0  uloth wen! tho prinoipal ,factors reepowiblo for an emy feeling, while 
the r~eual p-budget  mtraint  also playd its p a d  in determining the trend of the 
market. Somewhat nteody conditions characterised trading during the latter hall 
of' February, owing to the ullrplil~ railway bndget and t h e  Deputy Pri~rre Mininter's 
st.nt.emont at Maclrau that t.he (iovemment of India nt?it.her propo~ed nor lrad the 
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JllPaIua to tctke lip large-sriclo rtatiot~ltlizatioi~, r)irri~~y fohn s p i u i t l  R C ~ R I C ~ L I  of tradlllg 
held ilnl~lediatelg after tho pre~entation of the Cei~tral CAovor.~ln\ent hlldget, for 
lfl4',l-50, which proposed the re~uovtrl of the capital gaii~s tax, there warr e sot-hark 
in priccn, owing to dissatisl'aotion regmding t a r  couceesions, Lhe cot~tinlial~ce of 
bueincmrr profits tmx nand the ilnposition of an  elroise duty 011 cowne cloth. 011 
~ceond thol~ghtrc. liowevor, h110 n l ~ r k c t  niildly rallied buL o~ily to decliue again. 
owing to tJhe d i ~ s ~ l ~ t i o l l  of tho h~ull ny~~dicate iu Tata Dofcrrds and co~isequ~enl 
hcavy liqnidatio~i imd bear httmruering. 

'L'ho % % L ~ C H H  and C a l c ~ ~ t t ~  ~uarkctri, t'ollowiry; the trulld iu Uon~h~ .y ,  r u l ~ d  
rltliet with an euay undertono 1rnctic:i~lly tlvo~~ghout, tho ycar. A riotable 1tratrtl.e 
of I.rttdiry: in the BIttririw market wee the issue of' IIOIVIR nhtbros b y  many tcx 
cot~rpcwlios. Owing to the prevalence of extremely weak co~~rlitions the CsIc.ltt8te 
Stock lCxc41ango l'oulld i t  liccwrjary to roimporja, with effeot from July 1948. 
~ninimu~n pricns on all share8 oxcept Lhvnc of hanks, elactrice, ruhher, ka,  i~~~ l l r t i nca  
an11 RIRO pmfcrc~~cc U ~ I I L I Y ) ~ .  Rut on improvement in tho eidustion, minimum pricne 
in reslw,t of 83 Inns active, ~han;s wore mmovcd with cffact from lot Jnnrl~r~v.  
1!)49, while thone with regard to co;~l, cottoti, engillecring alid Rugar comp~.uio~ 
were lifted in Man:tt 1!949. 

Graph 17 tlopict~ tbc: ~novon~ci~t* uitrr!o hrlgll~t 1(3:1'3 in Ltle prlnar; of (:orern- 
ruolit sccuiritinr ;is wall ;cs fixed-yield i r ~ d  vilrinl~lc yield i11dutitria.l eer;uritica. 
Statement S X V  gives the Economic Adviaer'~ index ni~rnbcrs of pric:o~ of 
i ~ ~ ~ l i ~ ~ t r i ~ l  wt*llrit8ios, 'fllu itldox IIIIIII~)CI'S for the closi~~g u1011t.h of' the year were 
ro~lsider;~bly lowc:r tha.11 t,honn for tilt: c0111ui1y ixlc,l~th of l11u previoex you ,  lhe 
lewul~tagt) deoli~les in the c a w  of e fow leaditkg groups b c i ~ ~ g  as Ibllows : 

The gullbra1 i1111bx n!uowv11 it declil~n of 14 . ( I   PI. ceibt rtfl ~ ~ X I I I K ~ ~  ;t I ~ C ~ ' ~ C I R R ~  nf 25.6 
For canb rlltring the l~revit~uti yuar. Tablo 31 trhows the frond 111 priceu of some of 
t*hc lrndit y i trdnstriel aharcs on thc Bum bay, h l s d r i ~ ~  aud Calout.t.;t nhare market4: 
rillring 1348.59. 

. f!o,d~.ol r!\ Ctq)itnl, Iss~~r;v.---C~jrltt.ol 1.Pvr.r thr. issuro ol' c.a.pil.al C : O ~ ~ ( J H I I ~ Y ~  

t ~ )  t ~ a  exsruised d ~ ~ r i ~ t g  the yei1.r undo10 iaeview rlnc.lcr tho Capita.! [asucs (Coatiru~s.l~r-r 
(IS (':orkLrol) .4cb 1967. St.atct.uent S S Vl l l gives Cltc: dctirils of' t,lic wc~rkilig of' t.hc 
c-ontrol during the year, e n  al#o the progren~ive tigurcx sinro tho inc~pt~irin of t.he 
c.onlru1 011 17th Mtty, 1943. I)itdng tho year nar~ction waR given only in rowpc14, ot 
34% no~npa~ i io~  for an  icl~uc of Rs. 111 .'33 crores rcx agai~wt 428 companies for an 
iwnllr, of Rs. IfIY .99 c:rorcu iu tho prcvioun yoar. As in the paat, industrin.l iwsenc-; 
lwedomi~satad both in reepat  of the nlunber nt~ci rimaunt, cor~ti tut ing a s  rnirrh 
as 62.36 per cent of t h e  number tlnd 54.78 pcr ccn t (vide Tab10 32) tho amount 
aa.11otionocl. Ae q i t r d s  the dintriblition betweon tho immadiatttc and t8hc Inng-rango 
 ahe em en, t8he former wcollnted for the mejor nlrm, constitl~ting 80.49 per cnnt, 
of the number of aompanim and 665.29 per oent of the nmoi~nt sanctionad HR againat, 
87.56 per cent cnd 62.45 per cent mpeotively in the previor~u year. 

O i ~ t  of the l o t 1  connents, for 348 companies, 103 rclotcd to l>onus innlea 
amounting to Re. 21.18 urores, of which 65 relet& to tertilc compnnie~, 9 to  jute 
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rompanicm, 3 nnch to augw, Celt alld sutornohilo c:or~ipnnien, and the remaining 20 
Lo miscellaneoi~a comptmnicu. 

Altbol~gh the total cionseuts of capit8tll iu~ue?c repro~~rit  IL Inimge N I I I ~ I ,  it ie not. 
kl~vwn to what extent actudly thc capital  ha^ been nuh~crihed sn.d paid up, 
c.on~plet~c information in this rcgard not bcing avnilnble. 

85. Indu.~trkl F i n a r ~ e  Corpoza1ion.-Tho proposal for the estcbliehrnenb 
nf H corpo~at~ion to provide arrsir~tarlco to industry, which had been nnder considera- 
t.iorl for quite a lortg time, took final shopc when the Tndirstrisl Pintbnce Corporation 
Rill wrur partined by the Indian Parlinmcnt on 13th Pebn~ary, 1948. 1Tndor thia 
i?ct, t.ho 1ilduat.rial Fin~nce Corporrrtio~i wm einttlblkhed on let July, 1948. Its 
parponc ir, to provide m ~ a m  und long-torn1 finarun to  publio limitcd companies 
;bnd co-operative ~ociet.iorJ registwed in Iuditl, irloludiug the A.cc4in.g 8ta.te.n, and 
ongaged in the manufsct.uro or pl*oc:exsiiig of gooda or in mining or in the genoraLion 
or tlintribution of o1ur.triritmy or auy othcr form of power. Tndividilde, parl.uclwh.ip 
tirms or privibte limited compnnics nm t h u ~  exchided from the purvicw of the 
C~rporat~ion'a operations. Thc a u t h o r i d  share capital iin He. 3 . 0  ororcs, divided 
illto %),000 nhareu of Rss. 6,000 each, t,he paid-up c!apit,al hcirlg Rs. 5 crore8 irl 
I ' C H P C ~ ~  of 10:CH)O shitrcs issi~cd from 9tmh to 11th August, 1.948. To this i s~ae ,  the 
Ccnt,r~l C.:overn~nant and. the Re~erve Bank of Trldia suburribcd RR. 1 crore each. 
f,he ~ c h d u l d  banks elid financial inntitution~, like ineurnncc! c.onipanius end 
inventaient trusta, RR. 1: wore# wch, aud co-op~rnLivc hanks RR. crore. The 
paid-111' vnluo of the nham capital rind dividond~ on it, et the minimumrotr? of 
3) per cont per annnm cn.o guarniltotd by the, Oovernment. Altliough thc minimum 
mto of dividend hlrn beon fixod et, 2: por cent, the gruse return to  the rrhrrreholder 

3.27 per cent, if allownnac iu made for the incidence uf i~lcomt! tax h o r ~ ~ e  by t.110 
(.7orporation itsolf. Tha Board of 1)irectom consists of twolvc membem, of whom 
fbur are uominntcd by the Central Government and two by the Renerve Bank of 
India, and H ~ X  are mpreaentatives of ~tclteduled banks, innnrenm compenioa, 
invellfment tntstu and other finlaucical i~lstitutionu rbnd c!o-operative banke. 

The Corporation iu ai~thorined to borrow up  to fivc times the ccn~ouut of ita 
paid-up c~.pitRl lnncl' mwrve fund. When the rcservo fiind equals Lhe a ~ ~ t h o r i ~ e d  
sham capital of Rs. 10 crow, the borrowing capacity of the Clorporation will be 
R,R. 101) ororeB. Tho Corporati011 may a160 ncoept depoaite for peridn of not 
tha.11 five yetlre, hut tho total depositrr annepted may not cxmd Re. 10 crorem. 
T t  is empowered to provido financis1 asaitlttmcrt, in the following w a p  : 

(i) gri+nt loaim or sutscribc to debentrrren of indu&riel concerns repayable 
within (G period of 25 y a m   conr re xi by tjuffioient plodge, haypothecation 
or rnortg~go of tnngiblo erisch ; 

(ii) ~~ndorwrih the isstre of stocks, S ~ R I V R  lbnd debentures ; 

(iii) gl~aranhe loene floated in the market repayable wit.hin H p r i d  nol 
oxmeding 215 years. -. 

Tt iA prohibitcd from ntrbacribing direotly to the aharei.9 or ~taokx of aom- 
panies. Thc Corporation is thils primarily a lender and not e partner in indastry. 
Jta policy, h r o d y  etated, ie to finance the acquinition of fixed aa~ctn, namely, 
Isr~d, bnilclinp, plant lt11d maohinery, or extonsion of the name ; it* aim irr thus to 
snpplement rather than compete with thc activities of oommerciccl banka. 
Applications for lottue are examined with rofcrence to (a) the fmancinl position of 
the conlpa.ny as revmlcd by a atndy of bn-lance tlheet~ or an inspection of the 
accounts and aseeta, (b) thc technical uollndnes~ of the schome and oompchce 
of tmhe managemout, ~ n d  (c)  thc importanca of the industry in the economy of the 
country and tho p r o ~ p a t a  for the ~ n c c m ~  of the scheme, Further, the concern 



applying for snsist.nncr. wo111d hsvn 1.0 prr~vide n I 'P+IsoI~H.~~R prcrportion of the 
required tintulcec; thrvugh its own capital, befom it  could recfiivc. R J ~ Y  aid from t,hn 
Corporation. 

86. Mom!/ RII~PA Condifim.-EItatOme~tt XXIS shown tho variorls nloney 
rates ill Isdis  nince 1935-36 RR wol? a8 thorn prcvn.iling 011 the firat day ibf eacalt 
month of the year i~nder raview. Thc Bank r&te of t,he Reserve Rtlnk of India 

,Ions wpm remnined u l ~ c h a ~ e r i  ut :l per celtt thronghout the ycar. Bf'oaoy co~ldit' 
on the whole eeay during the first half of the year. inter-bank call nlonny ratn 
bcinu quotccl n t  4 ~ e r  cent both in Bombw and C~lcut~tn. With thc cornmcnccmcnt~ 
of the-bung ~cp&;l, the market bgtq show e' h??J##&f" ...,.p-a. , - _..+. - 
rs~ected in ~ ~ a c i o r  rnpom~ to blit)r~ii~mtnoIit%d~&ewnry 1 8 C ~ F  

para R5). As the-hilay eeaeon propawed, nloncy rntc.8 tcnded to herden end srlefi 
of Govcrnmcr~t of Indin Treavury  bill^ t o  t.he public were soapcndcd in thc eoconcl 
week of No~fernber. Thw rall ruonty rote in Bon~htly which hncl continued nn- 
changed nt, ) p r  ccnt sime the end of ,July 1947 was quoted highcr ~t :-:.per 
cent from 19th Novcrnbor. 1948, erld after tl ten~porary roceesion to ih prewolls 
level on 24th Novenibcr, hardcr~cd f~rrt.hur to 9 a11d 1 per ceut renpectively on 
24th lhc.c~nbt?r, 1948 irnd Slsl , J s u u ~ ~ y ,  1949. '.rho call r~lorlcy rato ~ O I I ; :  

oxcllnr~ge bn~~kn ,  including so~nc! of Ihc 1a.rgcr Indinr~ r;cltcd~rled bankn (n.vailelble 
~ejmri~telg from Z l n t  .Itlnnery, 1949) h!ll bo Tn?r c.cnts on 28th Jsl~uury. hut lirmeci 
~ r p  t . ~  I por cant on 26th lbl&rah, at, whiah Icval it, c:loned for tho ycxrr undcr ravicw. 
'J'he cell Inormy r d o  nrnor~g other lndien benkn which wrur qnot,d att 11-1 j Iwr 
c ~ ~ t  on 21tit, January, 1048 cmod to 1-1 4 Iwr oeat on tho 28th but roRe waul 011 

26th March to If  per cent. 

Other ~hort-torm rate8 elrjo ehoweti a rirnilar texdenc-y in the firnt qnnrter o f  
1948, the three and ~ i x  morithe' fixed deposit r ~ t i - ~ )  111oving 111) for the firet tirne 
since February 1948. Early in January the former hnrdentd from 1- 11 per cent 
t.n 1-1) per cent and n litt.1~ lator to la-14 per colt, hut eewed h 1-1; per cent 
towards the end of the month, and Qhc lat.tor roue from 11-14 per cent to 13-13 
per C C I L ~  a t  wlkioh lev01 i t  cloned f i r  the ycnr. Tho twclvc ruo~~tlhe' rate romairlcd 
annlkrcd a t  12-2 per cent thro~rghout tvhc ycn.r. 

The Imperial Renk of' India f1ur1di r a h  in Bornhap, which bnw not nhown 
nny variations for aevcrcr.l ~ C I I . ~ R  pa&, rose to per r e~ i t  (111 II )bh ,!a~~un.ry, 1949 ; 
likewim, tho Razar Bill rate8 in Ron~bny nnd CRICII~>~~R. which were steady at. 
71 per cent and 9-10 per cent mnpart.ively ~incn Jalli~nry 1947 roRe to higher 
level#, the formar to 84 per cent at the entl of .Ta~r~lnr.y I IWO anti the Latter tn 
12-15 pel1 ccnt iri thc middle uf Icebrui~ry. Thc Uwier Rill rate in Domhay, however. 
rcvcrted to 74 l ~ s r  ncnt from 11 th Fvlrnrary. 

'Che R I I O ~ ~  n ~ ( ~ i e y  rates during the firnt quertcr of 1'348, ovott though  till 
below pre- war lavols, trhow an U ~ I I R I I I L ~  h l~ rd~n i~ lg  a8 co1npam11 witah tho rntr!~ which 
l~revailed in the RRmC prioti of the br~ny fieawn duriug and ofhr  the war. T h i ~  
wns the relrl~lt of exccptionltl etringoncg in t.he money market, nttribi~tnhle partly 
t,o tho eLrengthening of thc: ~tortnal secrsontll denterlci for firndn and partly to other 
factorn of c0118iderable magnitndc, wtrch as, heavy in1 pork, large tax coUectiorlu 
end the locking up of fun& in goodn which conld not bo movcd owing to LranRprt, 
bottleneck#. 

87. S c l d w k d  Rnab.--Ht.alemenb XXX &owe the weekly coneolidated 
posit io~~ of t,he working of ~chcduled httnke in hldir ttnd 1'nki~ten up to JLLIY 194R 
end for the Indian U~liort thcroefter. Statement XXXl' gives tlnnual sta.ti8ticr; 
of ~ehedilled banks since 1937.38 and monthly sttltimtics during the ycar 1945-49. 
The indicen in respect of thc items included in this Statemenb &re shown in 
Btcctement XXXIII; the tlnnual indices up to 1947-411 have the crvenrgc of 1938-30 



RP the b a ~ e ,  while the n io~~thly  indicau frcun &el>ter,~bc!r 11b17 1rn.vn the a,vera.ge of 
1948-49 w t.he haw. Statement XXYII' give5 the luonthlv c~onsu1id;cLed poeition 
of uchedulod ba~,lks bi~rae 1935-38. Grnph 18 ~ h o w s  t.he r.ottsolidnled 1)oeit.ioo 
of schuduiad bonks since 1935-36. 

Dtlring the year, two hanks, nnrnrly, tAo Bank of' Rnjn.ut,hnt~ Ltd.. I!drcil)~~.r. 
and the Rdgaum Bank lJtci., klgnunr. were d d e d  to tha Pcuoncl Mchodille to 
t,he Remrve Bank of India Aat, whilc. tha B ~ n k  of Commercn l.til., Cttlcutta,, a.11d 
the Industrial Bank of Wentern India TJtd., Ahmedabad (tho Itr.ttmB hnvitlg ~ O I L F )  

into voluntary liquidation), were exolildcd from it. The total 11111nhcr of sc:hedaled 
banks a t  the end of thc year thne remained unchangd a t  101. 

During the first four month8 c b f  thn yam under 1.evic8w thc totn.1 deponit. 
liabilities of fichsduled banks in tile Indian IJnion fliictuatcd within Jlarrow IirniLs. 
rising diucontinuouely from about h. 986.63 oromu fit the orld of Nrwch IWLH 
to a peek of R ~ J .  1,010. ti.. ororas on 23rd July. E'rom that  titno t,l~oy fell utccj~ly. 
t ,hou~h with severd hrcttks, by ricnrly Rn. 115 crorw to Rs. tJ16.81i crorcn, at, t.hc 
end of hfarch 1940. Tots1 lishilities st, tho c ~ l d  of Lhc ycar wcl-r: ~lcit.rly 1.t.x. 7 1 orrlrca 
beIow that c~t thc cnd of the previoi~w yesr, the fall ilr clcrnand. and t8ir1ie liahilibia~ 
over the year being Rs. 38 crorefi and RR. 33 oroms reelmctively. 1)cmtt~id liabilities 
galorally mainhincd en  upward trend dering the Ilmt four nionths ol' the yaer 
~ining ft1orn Lts. 608.65 crorea on 26th Mnrah. 1048 t o  the peak of Rs. A!1H.40 
crow8 on 16th duly--an incrcwe of nearly Rn. 30 clroros. Itor tho m ~ t  of tlw year 
they diaplqycd 8 tendenoy t.o clcclirro, tho11g11 not witlloi~t, occeniunal tlports, n,nd 
~ t o o d  at a low of Rs. 630.58 ororcR on 25bh bhrch, 1949. Of the frill of nearly 
Ha. 68 croreR ovm them 04 rnonthe more than httlf, Mlat ie, about RR. 36 t:rurw, 
occurrod in the first quarter of 1949 snd was due to  the excc!ptionr~.lly i~eltvy 
t iern~nds for funde for rcesons ms~lt~ioned earlier. Timc Ijnl)ilit.ien, on t8ho other 
har~d, strirtect doclining right, from the i!o~nmmc?cmcnt of thc? jroitr aild showed il 
drop of Rs. 1) crores t o  Re. 300.37 crown betweon 96Lh March, 1948 ir.nd IGLIi  
J I I I ~ ,  1048. The downwttrd trnncl conbitrnc.d tnhro~rgho~1L tho ycer. 011 25th iKiirn11. 
1949 time linbilitie~ stood at H.6. 886.27 crorcu, hci~lg RN. 33 crorus.lcuw,I;h;tn el; thc. 
e ~ l d  of the prcvioue ywr.  

0 1 1  tho maote ~ i d e  the vnrintioll~ i ~ i  c:a~h were witliitl a 1utrrow ratrjia. riait!:: 
from Rs. 35.89 crorefl on SBth Rhrsh, 19413 t,o Its. 40.16 crotafi OIL ' 3 ~ 1 r l  .Iltlg n.i~rl 
finally o1oeiq.j at RB. 35-26 croree on 26th March, 1949. Raliinrcn of sc!hcrdlilnd 
 hank^ with the Reeerve Rank, OII the other h a d ,  inoreafied rapidly from ltfi. 72.55 
(Ororel, 011 2nd April, to R8. 132.75 crore~ in the fir& wcok of A I I ~ I . ~ ~ .  'llhr! axe-esa 
over the str~tutory ~ninimrun touchnd tho p f i k  of over Ra. 70 crornc! a t  t.he C I I ~  of 
July 1948. Howovor, from September, with the etart of tho 11rie-y &ea.r;otl, t.hr. 
halancea of nrhedulcd bmks  with the Rc~crvo B e ~ k  deolined rrcpidy b 1Ca. 49.!14 
crores on 18th March, 1048, the exaeRn over tho utatiltory rn i~~ i~n l im Lllirig likewiee 
to Rs. 12.48 crores on tho emne date. Thn porconlage of canh and helar~oe~ with 
tho Rcserve Bank to totu.1 doposil liahilitia~, n.ftcr rising rrbnclily from 11.24 in 
April to  13.62 in A I I ~ I I R ~ ,  declined co~itinao~liily with a break in Nuvenrhnl- 
to 9.60 in March, which waR thc lowest cash ratio rccordod by the ~chod~rla(l 
banks sinau the cnd of the war. 

Owing to the prolongatioii of tho lwevionn yei~r'n I)uny season, advni~t~rs a114 
hills dbcou~ ikd  cor~tinued to rernain rathtlr high till ahor~t  tho eltd 01 .I!IIIC L!)1X. 
During tho eeoond qi~arter of the yoer, howcver, they kll rnpidly fi-on1 Ks. 451 .:!I 
vrorcs on 25th JIII~C) to  Rs. 402.86 crores on 24th Septc:mhela wliic~h is i l l  cot~t'nrtni t,y 
with tho as11el ~ l a a k  RCaROll pattern. With thc o ~ ~ v e t  of the Lnny soasorl, LL~V;LIICC,S 

and billu discounted roee ra.pidy fro111 Rs. 402.86 crorclc & t.ha olld of Reptenthcr 
1948 to  RR. 496.46 moreR at the elid of March 1949. This repre~entn RU oxpa1r3ion 
of nearly Ra. 94 crores over a pcriod of oix inonth~,  the mtljor portioli of which. 



nd111eIy. O V C ~  Rn. 54 (WmR. C ) I * P I I ~ ~ R ~  in the first qrlrtrter of' 1949. With t h i ~  pro- 
aoirnc:cd growth it1 r~dvancan ar~d hill8 dinc:o~rnte<i and the nherp fall in tot4.l 
drpmit~,  notifwl H ~ ) o I - ~ ,  the ratio of  the former to tho lnttor moved rapidly too the 
nre-war level ; at  thc end of Mnrch I940 the r ~ t i n  wtw 53 p r  cent, which wan 
ol~ly 1 per cent l e ~ a  than the averagc ratio for tho year 1939-40 bbat. 7 per cent 
Inure than the highalrt monthly ratio in the previous year. 

'Che trend of total depoflit liabilitiou of schedulad hmku for 1948-49 t l l uu  
show~ a revomal of tho trond noticcable during and sinue tho war. Over 1948-49 
~ L R  a whole total deposit liahilitjea fcll by Htl. 71 omres which i m  in shwp co~itrnnt 
to tho avcmgc? annl~cll rnto of increase of aborct Re. 98 (loras for the war yeam 
(1!)39-40 to  1!%1.5-4fi). If, i l l  o.luo intemntinjj to  irotae that during thin year thc decline 
in t.hc t)ltny season (Ovtohnr 1948 to  March 1941)) in dopmit liahilitias at Its. 77 
caroren W R I ~  thc 111rgcnt on ~.c!c.od. Tha diatril)~ction of rwsets, in. comnrvrt with 
mont, other ooui~trien of the world, rrl~o inriic!et,en t~ pronou~lcud tcldarlcty to rcban~ 
to the pm-wnr l~tlt.t,c>r~r, wit,h lor~~rs and advauccri. and billn di~c:ountttci rc~c~rt~i~rg 

!l'l\erc wan RII dditoioi~ of 208 durii~g the. year to the lint of ofir-cs of tho sc.hcid~~ld 
I , i+~~l rn  ~ I L  T~tdia. Of t8heno 166 wcm ncw officen oponnd by thc cxi~ting ~ol~od~rled 
hanlm, artd 42 wore offic.sn of thc two b~bnks newly inohlded in the Sec:ord Rrhcdulu. 
011 t.11~ utllcr hrbnd, 163 ofic~c?s wmc: deleted from the l i ~ t ,  166 of theno being cloned 
dowl~ and 7 being ntrirc.1; off f'ol lowing the oxrll~uion of two ba~lliu from the Secu~tcI 
Srhrrlnlc. There weon 1,hus o net ddit.ion of only 45 oficen during the yew, the 
1t11mhPr of ofIioen on 31st Mclrrh, 1!14t( and 1!)49 boir~g 2,9W end 3,008 mnpeutivrl~q 

88. A'vn-,5'(;lied.1rr~d nankn.-'.l')icr Ttrl~lc? Iwlow showu the domellci and !.i lue 
1in.tlilitien itlid cta~ll 1)1~111.ricett of the r~o~~-sc:hodi~led bnuks on the laut %day of tach 
VCRP. 

TABLE 33.. .DEMAND AND TIME LlABlLlTlES AND CA8H BALANCES OF 
WON-SCHEDULED BANKS 

(Rupoea in Iakhs) 
NIB. nF 'L'oLaI 

1 .nsL h ~ l r k n  I)UIU*A~ICI l ) . a i ~ ~ l J  Perrn)t!- 'rilne PwcetU.. (!mh P c r ~ v I -  
17itluy 111. ~11hvnil- n~ld'l'i~no 1,irbili. rqc c,f i l -  nqe yf I3nlmcee y e  oj 

I 1.iahili- tiw 1 In ,I tivs R la d 8 to J 
rt4.11 n 13 t-im 

I 2 3 4 ti I; 7 n n 
I !I;{!) . . IiH!) t5.911 4 ,  $0. s 11 .on H ! I .  o I.IO 6 . 8  
1 !94n . . rjll.1 10.7~4 ! 31.4 11.4% 68.6 1 .80 T.8 
[MI . . ({(I I l O , f - -  7,06 36.8 12,47 63.4 13.4 8 . 4  
1 n r 2  . .  534 2 4 . ~ 4  11.w 44 .9  13.50 55.1  2 , :  10.  7 
1 !143 .. 530 :W,7P 17.52 50.4 l7,27 49.6 4.88 14.0 
I M 4  .. 613 53,18 24.84 46.6 28.29 53.2 6.04 11.4 
I UQ6 . . 6.32 73,64 38.02 40.1 30.71 , 63.9 034 12.6 
1946 .. fl5U 7 8 , U  39.78 41.8 6 68.6 6.68 8.4 
1047. .. 439 4 7 . a  20.13 48.1 27.70 67.8 3,44 7.8 
194R*t . . 300 SR.60 15,HH 41.2 22.61 58.8 3.39 A'. S 

- .  ... . . ...---- --. . . - - . - - - . . . . 

Ex~ludza I > ; L I I ~ ~  havil~g their registered oflloea in Pakistan. 
t i'rovieioual. 

A. t- toile end ol' 1048 there wcrc 360 non-scheduled 1)alikn ~ul1mi1,t.i llg rc?t.u I'IIH 

1111tlvr Kec!t,iol~ 277T, of the Illdinn Compnnieu Act rrnd t,hnir t80t,:bl demand and 
1 i 111e I jsbl i  l.ics i~n101111ted to RR. 38.50 c:to~s a8 agt~i l l~t  439 hank8 s r ~ d  1%8. 47 .83 
~srorcss rtt tho end of 1947. The declinc in t,he number of rapo~-t,ing non-scheduled 
haakti is  due: to tha abscnao of returns of most httnliv from Went Bcngtll. Tllc 
proporlion of de111nnd to total liabiliticrr alno doclined di htly to 4L 2 per cent in 
194s from 42.1 per cent in the pmvio~~a year, t h i ~  decfnn k i n g  in eonfurrnitly 
wil.Ji lhc nlmorst uribrokon dowrlw~rd trend sincc! 1943 whcn the  share^ of denlr~lwi 
arid t.imc? lial~ilities in the to td  Iiclhilit,ies were almost equal. I\. specid factor 
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n,fi~c,t.ing dol,cwi18ti c r l  II(III-HP~CCIIIIL'~ hn.llhs xet\Iliti 1.0 11:trc: Ibeet~ t8he harlkil~g c-rib~:r 
i l l  Re11ga.1 in Hepturnber 1948 when lergr! wiLhdr~.w~.ln Look ])lnc:o. 

89. Ckoring Houne Slcctwtim.-St,atorn~~~t S X S l V  ~howfi i.hucluu erlecc1~ru1.c.x 
t , h ~ * o ~ ~ g l ~  Lha morc iniportant c:lenrhg hoilwn ~inrt!  1!)1H-19. Froni 1x1. .Ttily. 1!)SH, 
fi.oin which date the ltomrvo Balk of Iudie ceithed to I)c thc n~orlri.sry irtrlhtrril), 
ror Yaki~tan, tho figtrcs for Knruchi and L ~ h o l ' ~  t*ntrcs ~ S L V ~  hcon cx~ l t~dcd  
'I'hr figures for " athcr c.cnLrcs " also ex(~1ude th l ) se  re l~ t~ ing  Lo lhc v ~ t \ t . r r ~  
1,yaIlpur ~ n d  Nawalpil~di, clnb pcrbaining to whic~ll havc not I ~ c , r ! t ~  aviJI;t\,I(: ,;j~lco 
Pcl~lemhctr erld 0c:tober 1947 mnprtivcly. 

'Cot,al olotlri~tgr; for the tive principnl Ilirlit~~l v ~ ~ l t ~ r t : ~ ,  ~ l ~ ~ ~ t i a l y ,  llorr~l)t~v. 
(!iilc-~~ttrz, r)~llli, Knlil)rlr H I I ~  Mrtdran shower) rl s~~hntalltial i~i(:renw o r  Itti. 4 , l H  
vrores diirinp; the year rndcr rcvicw LIH agnillst ~t steep if i l l  of t~boilt RR. 742 rrorcs 
cct t.hwe ce~ltrem in the previnua yoar. 'Chis rise irt cloeringe L ~ttribnt.nblc? partly 
trr incranued ~ I I H ~ I ~ V U W  act.ivit.y nnnd p1crtl.y to tho l~ ig l~er  lev01 of price8 in 1S.iR-49. 
.I II thc c!vc C C I ~ ~ ~ C R  rugistcri-(i i~lrr(mne~ ill G ~ C ~ I I C  r lcnr~t~lcf )~~,  tlw lbrnbag cd-~tt t.1: 

reclortli~tg t11.c higl~oel incrcanc of 11s. 286 crorcs or aLoul 64 per oer~t of tlic t.ot.,ll 
i11crc;rsc. 

With thc prc?-w~~. yettr l!);IH-:iO cm tho barn tlrc i ~~c \cx  r~c~tnbers c)f c-ilrclllr. 
c.lartrtmcctr (rrih Ttl.blc balow) during the two yetlrs 1946-47 al111 1947.48 HI-r: 
355 and :!I5 rospctively. Wit8)i tho st~rne htctw t,he index for the Tndian Ihlion for 
1 !)18-49 colrlov Lo 321 .* 

S!.;rtc:n~c.~~t XSYV rl~ows t l v  ~ncn~thly figuros of the: rlutr11)cr krrlci nn~ott l~t  ol' 
( : I~(*(~IIcK ( . l ~ i b ~ d  Ihrol~gh tho c l e ~ r i ~ ~ g  honwn in Tndin, inc~ludjng n i n c i . e ~ ~  l~lnltirpad 
Iby the Iml,ori:rl Rnnk of Ttrdi~ t~rld o11e by t,llc Hsrik of Mysoru?. Al~hottglt I.111: 

total 11ur11bcr of rhrql~cs i:loet*od dcc.lind di~ring the year ns c:olnp~rcd to 11)- 
prcviouti year, thv  %mould of cloarcmces nubntentitrlly incrca~ed. 

Thc fnllowi~ig 'l'able givc.8 thc rntoio of clmringe to  scherli~led hanlzs' c1em:rnd 
liirbilibirs since 1!338-39. 'l'ho unnnn.1 volocity of circultttion of deposit money ill 
the rtldir~ll IT I I~~I I ,  an moctm~wd by bhie rnlio, w a n  9.0 for 1948-49 ax  c.ornptrreil 
~ v i t t ~  8 .4  for T~ldia nrld l 'a l<i~lal~ for 1!)47-48. Tltc? iiic:reme i r i  volocbity reHf:c51~ i811fm 
i11crc.itncj it1 tot.1~1 c * l r ; ~ r i ~ ~ g ~  ~nc~nt~iotied ;I.~IOVC rb~c~rn~~irrlied bj* n sharp r;bl[ i l l  clr*le.~~~rf 
l i ~  hilitien nil~c~e t h o  c ~ ~ d  or July 19118 ( v i h  psr& 87). 

( i ~ - y ~ h  10 15howe t h o  rrverage ~nortt~hly vdocity o: nc~hedl~ld biu~ku' deru;ctlcl 
lia~hilit~i~- for tho yearn 1936-37 to 1845.46 and Lho tnonthly velocity fro111 
11146-47 t t )  1948.49. 

Average Tobl 
Usnlnnrl :Iwrilb~ 

Y-r Liahilitie~ of 1nllil:w l louse Indicwi I?+l f-f 
h h n d i ~ l e ~ i  Returnet .1 0 2 

R ~ l l l u  
(He. clv~nw) (IL. orore-) 

I 2 3 .L ;r t i  
I~:+R.~u . . . . 124 I no 1.893 ion 15.3 
I !):+9-4) . . . . 1 33 107 2.'221 I 1 7  16.7 
1940-41 .. ., 1 Kff 128 2,030 107 1s.  0 
1041-42 . . . . 200 162 '2,676 I ae 12.9 
IMd-41 . . . . S 0 247 2,818 " 149 - .  9.2 
1943.44 . . . . 457 3 60 4.281 226 9 . 4  
194,s-45 . . . . 5R5 472 5,270 279 9 . ft 
104!i-.(6 . . . . 655 529 6.120 321 9..1 
1996.47 . . . . 726 886 8.7 17 :i h5 9 . ,'i 
1017-48 . . . . 707 671 S.U(l l  BIB S.4 
1918-49% . . . . 675 H,ORB n .  o 
t Excluditr~ " Ot-her Cent- " ( c j d r  8bbwaecit SS XLV). : Indim Uniorl orlly. 

. .  -..-. .- - - - . . .- - . -. . . . 
* N o t  indicated tin inthe Table HB the ligure in not et.rictly cornparuble with the previou~ one# 

which rel~te to undivided lndia. 



DO. I~tfrrtial Hcrr,.ilIttnra~.--Stab~.~~ant XXXV'I (A)  fihown mmitttlllree during 
t,he ymr by t.clop(raphict trunefertl bolh i~sued and C I I ~ A R ~ B ( ~  a.t the offioee n.nd 
hr;r.rlcl~es of t.hc Reserve Bank of Iltdia a.e(~ordillg to centree. k'igirres up to t,hr 
CJIII o f  Jirnr! 1 !I48 i11c:Jude trensfors ifiuiicd ~11~1  paitl t.hrouph the Karachi, Tlnhore 
ant1 Duccn officee of' the Re~e~.vc Bunk of Titdia. .Froa~ 1st  J i~ ly ,  as these oficee 
were t3ralleferreti to t l ~ e  fitatc, Bnmk of J%ikintan, tlre nttt1,ietics rclate to the offices 
i ~ i  the 11lctiu.n UIL~VII or~ly. Rtntenler~t S Y X V I  (B) ~ ~ V C R  t,ru~t~fern of fulrds by 
dellla-nd cBafb, hlographic t r ;~)t~fem and rrlnil trcll~sfcrfi i l l  Tndia through the 
Imperial 11n.lrk of' Intiin or1  it^ own xccor~~it. Stakmcnt SXXVL (C) nhows the  
li1la.r~ of' t ' h ~  gn~tcr;tl plihlic, thu nc~tiodulccl AJICL ~lc)~i-~~.!le(frljc(i bn~tks. hha c.0- 
clpen~tivc I ~ H I I ~ R  altd sot:iebit*i aild tho G ~ V C ~ I I I I I L ' I I ~ M  in the remittsnc-ea by 
( I )  talegralthic t.r;umfera em1 (2) drlbftn alld ~rtail trrtlinfom, cflcct~cl t-hmrlgh the 
Henerve 'Uaak I-f Illdia. t,hl: 1111l)c~ririul ltwlk or India, a ~ d  tho ' .haeury a.genc!in~ 
tmt bget,)~or. fur ~ltc.11 ot' thc half-yeare e~idcd Scj)t,ctnba 1047. March 1948 R I I ~  

fiol~binbcr 1948. 

( A )  Uotsli ru~r~il~t~lrc~cs in~llerl a i d  ptcid nt the offic:as r)f t.lle Reserve B ~ . n k  
~~rr.t,  Iowcr l l ~ i x  ycnr thr111 Irwt year : blgrttphic trnnsfers incri~ed smoiuitcd to 
Ih .  HOH. S7 cr11rlr~ ~ L R  against Rn. 8PS. 60 croren in thc previous gear itrld talcgraphic 
t,ra~r.~fcrs paid nninirnted to H.H. 1 , I  10.4!) crorou RR aga.i~l~~L Ite. 1,164). 56 clwrsw. 
Of this, the Cnlr11tt.a office ~cuec)lrotcd for the lnrgent ehsre of hot,h t.elegra.phic 
trnnslbrn inslted nntl pir.itl, &z. Rs. Sk8.23 crnren arui Ra. 439.49 ororcs renpectivelya 

(H) 'l'h(:Aotnl rcmitta~~cen tbro~rgh the lmporial Barb of Trrdin 1'811 hy 7 .5  
per csrlb owil~g partly t o  tho oxoliruion of data for Pakiutan and purtly t o  tho fit11 
io ~.cmitf~encee within tlrc Bcngal ~ . n d  the Bombay circles, though them was e 
riee in reknitt,ttucee within tho Madrrls circle. 

((1) An cornptlred with tho pmviolln half-year tho t o h l  rernitt,anues tbrorrgh 
the Kwer\re Bank of India, tho imperial 'Ual~k of India and the 'l'rewury ngrncis~ 
rliiri~lg the hdf-year cndcd 30th September, tM8 oa arcol~nt of the ge11era.l pnhlio. 
richcdeled hn~Lk~-, i~on-schcclriled benke wid ilrdigenol~n hankern, sx~d l o c ~ l  fitnds, 
tghowed 811 inorcnfia of RH. 1.72 orores, Rs. 38.23 ororee, Rs. 93 lttkhe and RE. 22 
la.kh~ ~.espcntivcly, while remittfinre8 on accn~rnt of co-oprativa b ~ t l k e  and 
sc~c!ic.tic~ and (:overt~rnonte cieclincd by &I. 24lakhs and RR. 4.05 croree reepectively. 
Pi11.c~ figrrroe for the half-ycam anded 81et M t n h  and 30th Reptemhw; 104d.ralat.e 
to the Irldieri Vtli011 only, they ere not ~ t~r ic t ly  camparcchls with t,hoss of the 
c.c~r~.r:cpondir~g pcrinrl of the previoii~ year. Of tho total rernitt.lc.riccn of RR. 73113.75 
cl.cwr!; tillring tho f i r ~ t  half of 1048-411, the percenttige ehnrcs of the sc!heditled 
t)al?krc. gcliera.1 pirhlic, Gover~~nlor~t and co-operative h a ~ l k ~  and wociel.iea wcre 
6 4 . 4 ,  15.3. 5.0 ~ . n d  2.8 respectively. 

'L'he ltnw ec:henre of tcnlittance farilitie~ in o1~:ration since Of.t,oher 1!Mfb 
c.~~iltinrr~s 1.0 he r?atisfactorily availed of by tho ~chcdrrleAl and t.hc can-ol~erat~i~e 
harilis. 'J'l~e inbra-Provinoial Government drafts a.lso cotttinueti l o  bc Inrgoly ulied 
for financing purchose~ of foodb~aine. 

!,I. J?ncmhrfistbl of P m i g n  Circle Nu&b..-i3tntetuorrt X X X  VXT nhowu tho 
c.llc:atjIrutor~t, of forcrigt~ cin:le   tot en in 1048-49 it~cludiog tllosc! cnc~~sheci at Dtlc:ca, 
Knrachi H.I.ICI Twhoro till tho cud of June 1948. 'L'he t.otel cnnrtnhment during the 
ycS.a,r arnc~uiihl to Ua. 128.81 urc1rc:s. The 1n.rgwt amc~~int  of nohu WHH ot~cnshed 
a l  nomhay, nurnely, Ks. (i2.(i8 crures. A large ptlrl of which wab- from the Tluhore 
c.irc.1~. 

I)!!. Itrdrr-lhtrcinion Bu.?bki.nq Armnc~emc&.-tTndor tha Pakiab~t  (Mo~tetctry 
System and R.cxerve 'Rtlrtk) Ordcr 1047, t b ~  t )~l le~~ded in March 1.948, the H-ewrve 
 HI& cotltinu~d to fundion tls bankcm t c ~  the Cfintrttl and .hovinoial Governments 
of Pakistinl e l ~ d  tn m&Ili:t, Pakist.rm c!unnncy arid public deht till 30th June, 1948. 



These functionn were taken ovar by the State Bank of Pakistan upon i t 8  
ent.ubl~nhrnent err 1st July, 1 N H .  F3cilit.iee avtailsble tor the tronsfcr of tundn 
1~:tween the two Uominione under the lieservo Barlk's scheme of rc111itta11c.e~ 
introduced in October 1940, were rcho withdrawn from that dote. 

W. Aeaervc! Bank of Indiu : Banking 1)op~ztmed.---A portion of the maeta 
of the Banking Department of the Rescrve Bank of India, a~no~ukting to nearly 
RR. 1OL croree, w t ~  Crl~nnfcrred in fiterling to the Ststt? Hank of P~~kiabrl  1111 

1 ~ t  Jitly, 1948 ill ar:cordencc with that krtun of the l'akinhn (Mo~ietary Syni:nm 
~ l l d  Re~erve Rank) Order 1947, i ~ s  .~~net~tLecl ~ I I  Mnl.c.11 I!)iCN. .T)etailn hf 1 . i ~  
lial~ilities transfcmd am LS iilnder :--- 

(Rs. t.mrt39) 
1)epo~itu of t.'aliiutn~i Central (':overnrnc.nt . . . . . . K9.26 
.Deposits crf Yakistall 4'rovirruisl ( :over.~rn~t-~~t.s . . -, . . 5. tlti 
Dt?po"itn of He.r~kn . . .. . . . . . . . , . . 26.65 
Mist-nllanc.o~tw . . . . . . . . . . .. . .  0 . 1 7  

, 1'ot.l .. llHb.74 
-----. , 

Thin fact lias to Iw Lorne in tnitrd wbilc compnrillg the ntstintii.~ of tile ~ I I ~ I I I K  

'L)eylrrtmc~~t for 1!)48-49 with thoet? for tha previoil~ Y ~ R C H .  

Htatement X.XXlX ~ h o m  the monthly averages of liabilities altd u ~ s e k  of tlle 
Banking Deyartmont of the Reuerve Bnnk of Znrtia for errch montl~ dllring the 
year along with the annual averbgoe froni 1936.36 to 194.8-49. Statement S S SVTIT 
gives weekly (Friday) figures for 1948-49. 

'1'11(? uvnragc deposits of banks with the R.rwrvt? Uirnk For tlir? year work ont. 
; b t  Its. 80.63 uroxvs, as against Hs. 102.47 cnms for 1947-JX. Uurir~g tllr tirat. 
yuartcr of 1948-40 tlie deposib of benke rtme i'rotn 1%~.  U.14 crown on 21d April 
to RR. 104.33 crores 011 25th Jilne, 1948. 011 2nd July they fbll to Its. 79.  GO tsrore~ 
~lltlinly owing to tlie trcmafcr of bal&nccs uf banks operating it] I'akietnn to t l ~ c t  
Stat, Bark of Pakidan, bnt by the ond of Che nlot~tll recovertul to Y.N. I L2.5:! 
c:roreH. For the mst of the jcar they ~howcd a downwanl Lrend and alnoni~t~ed to 
Itn. Fifi.04 urorm on 25th BIarch. 1949, rc?tlcctirie the fall i n  tlic! dmoait lishilitirs ot' 
sc:heduled banks during thin period anh heavy ;ernand for fund8 ih thc .last c l ~ r  attrr 

1948-49. 
JJuril~g the first half of 1948.49 deposits of the C:ovcrnment of India 

t i~~(~t~l i~t t . ( i  c~)~miderahly between Rs, 2tj1.52 crow8 alld HH. 202.09 (!rocen, uhuwing 
tl dc.clining tendcr~cy up to July, and n partial 1vc:overy iri Aug~tst n~rti Septe~n bt.1.. 
On 1st October they sparted to Hs. 244.42 crows, t)ilt thewnftcr begun to  fall 
rapidly and touched Xn .  169.28 cmrcs on 4th March, 2949. Tho dec~line in the 
(:overnrnent of India's bdllrtncm over thc year, *hat ie, from BAth &larch, l!l48 
to 25th March, IMH, omomlted to 11c~rly RH. 84 ororeu. Depo~ita of Provincial 
(:ovt:n~ments in the Tndian Union incrmcd during thc fmt thrcr: morrtlrn of thr  
year from an average of RA. 14.66 croros for April to RR. 21.19 ( b r ~ r c ~  fdr June. 
From J ~ d y  thoy ahowed n declini~q tmnd, though with a few hrc-nka, trp to 
February 1949, for which month the evaragc coluee to Rs. 12.60 carorc8. [II thc. 
first week of >Parch they ~purted to Rs. 46.00 vroren mainly au ct ren~~l t  of the 
yoar-end ndjuetmentq of the Provincial eharc. of invorue tax. The average for 
Mar1.h 1949 wan RR. 29.23 ororeR n~id the c.lo.sing fignre for the year, us 1111 

2iitl1 Mtbrch, 1949, w a ~  RA. 24.56 crorcre. 
lhponits of tlre Central aoverrime~~t of Pakintat) ahoweti minor fl~tctuationa 

and ;~vrrilged about XR. 69 crorm d ~ ~ r i n g  April to June 1'338, while tho deposit.. (11' 
P~*ovi~~~. ia l  ($ovrtmmentn of Pakistnn fell from Ru. 27.73 crows on 2nd April to 
Re. 8.02 cronw or1 25t.h June. Belaacen of Central and Provincial (:ovemmeut.r in 
Pakintan were tron~ferred to thr Stnte I3mk of Pakintor) on 1st QJ(rly. IWH 



On tlie anwts aidc, the avorage of n0hR and coin held during the yoar at 
1Cn. 22.12 crores wa8 leue thall half the yrcvious year's average of Hs. 47.24 c:rorea. 
Knlnllcc~ held abroad which stood a t  Rs. 392.64 croretr on 26th ;\.larch, 1948, 
itnprove(1 sluwly to fin. 420.33 croree on 14th Nay, 19.18 but nubaequcrltly fell 
to RR. 400.14. crores by 25th ,dwle. 'i'hcy fell sharply bj* about ICH. U9 crows t c ~  
Hn. 301.40 cram on 2ud July mehrly owirlg to the tr;ntnufur of u s a t  to the Slr~tc 
Hank of P&istm. During the wmailliog three quarters of the? y&s, ballmeen hclcl 
abroad except for a alight recovery during tho wcorld half of July nnd the fiiut 
week of August, recordcd a11 almost unbroken tlec!Line to Rs. 202.fi2 crows on 
25th Xnri:h, 1949. T h i ~  steep hll of about RH. HH WOWS over t h i ~  period since 
2r1cl July w w  irlc~inly dr~e t,o l~cilvy irnyot-t.n, wliicl~ welt fneilit~ctecl by t h e  ~elu.xat~io~~ 
c ~f i ~iiport reetriclionu. 

Loans itnd arlvances to Covcrnlnenk in Jaditr as wellifin other l o a r ~ ~  nntl 
:~dvanrc*s were nrgligihle during the f i r ~ t  half of' the ymar. 111 thc sevoud half, the 
lijrnrr roxc subxtantitllly from KN. 80 lakha nn 8tll October to Rs. 8.63 crilrncs 011 

11th February, all oi~tntanding~, howevcr, being mpnid yrad~~r~i ly  by thi. middle 
(#I' March ; tho latter fluctnatxd roilghlg between '&H. 4 CWMR and l l a .  (5 crows 
lrom OcItobcr to Muarch, C ' X C C ~ ) ~  from mid-Uecenibcr to mid-Jam~ary when they 
r:~nged from Rs. 10 CI.OI-CH to Hn. 23 crorcll. rnvestments which atood a t  Rs. 72.81 
croren on 20th March, L!M8 gradually fbll to Rs. 43.06 orore8 011 13th Augunt. 
Thel.enikr, llowever, they jncrewmd a l n ~ o ~ t  oo~~t inuo~~s ly  and reached Re. 126 .!+7 
c.roren by 2.5th March, 1949. 'I'hi8 myreue~~ts a11 Ilddjtiolr of about l t ~ .  53 C ~ O Y C Y  to 
t t ~ r  invcet~ne~~t  portfolio ovca tho year trllrld of about Rs. X.3 mores ~incnt! 13th August*. 
I!44H, owirig Ir~rgely t t ~  tiit: :.upport extc.~idrd to the gilt-edged by tthe He~crre  I<iir~~h 

I )f India. 

94. RCR~TVP. Bunk oj Jndia : I83w Depu~tw~nt.-Sttbhmcnt SL1 shows the 
average of the liebilities and u ~ t a  of the Iswo I)cpartmi:~~t of t he  lieeewc! lkrt~k 
nf India for cuah luonth of 1947.48 and 1948-49 and the annual averages sillve t11c- 
c~ommonccmont of thc c,pemtiorrs of the Bank in 1935 ; St&ment XL gives 
wr:ekly (Friday) fiurca in respect of thew for 1948-49. Statement X J.TL ehowu 
the c!ircnlation of Indin noten on the Imt Pridny of eeoh month since April 1W3. 

On 1st Jnly, 1948 aaecta of the Issue L)epestmont tlnrounti~~g to ICH. 51 .07 
c~rnws were allocuted to the Stah Rank of Pakis ta~~ agninst arr cquivaln~it 
liabihty of k'ekisten insoribed notcs, outstanding es on 30tIr dune+, 1948, takcu 
river by tile State Rank. A furthcr portion of the wtc~ets in the ISRUG Deyart~llont 
is transSeraWe jn termu of thc Pakistan (Monctuy Syn~kn, and Reuerre Bank) 
Order 1947, aa amended in J 948, to the State Uank y n i m t  the mturrl 01 India 
notes jrl oirculntion in l'akiata~~ on 30th June, 1948. !lfhc procelrn darted 111 

Novcmber 1948 and is to be completed Iry 30th ,Tuns, 1949. Asset8 transferred 
againat the rcturn of India notea up to the e i~d  of' IFarch 1'349, amounted to 
k ~ .  82.20 crom~. Subjcct to later djuntnienb, the dctniln of fhc un~eb, on~autltir~g 
to Rn. 135.77 crows, proviionally dloc.ated to t h ~  Htatt* Rank of Lnkistnn t i l l  
:list M8rch, 1949 arc RR fOllowu : 

(Rs. crurw) 
(:old Coil1 and Uullion . . . . . . . . . . . . 4.40 
Sterling k c ~ l r i t i e ~  . . . . . . -. . . . . . . 8!1.55 
Rupee Coin . . . . . . . . . . . . . . .. 4.31 
t :ctvemmei~t of India H ~ r p r .  Soc.~~rit,ie:i . . . . . . . . 35.51 

Tl~eut! fa at^ have k~ I)c kept ill mind wlre~~ maki~~g cnupiu.isc,~~a of the 194%-4!+ 
ligurw with t k w  for piavious ycnrs. 

I J:? 



India n o h  in circulation whioh stood at Re. 1,304.36 crorw on 20th March. 
1948, wee to a peak of Be. 1,317.20 crorm 011 l6%h Alail. Thereafter thcy 
regiutored e declino, mecling tho level of HR. 1,169.35 croren on 24th biarch. 1040. 
Thus during 1948-49 there wan a corltraction in India notes in clirculation to the 
~ r t a n t  of about Ha. 135 crores. Of this HH. I27 woree a m  accountt.d for as 
 follow^ : RR. 44.98 crores withdraw0 in PaIucistan by tho lteeervt: Rl~nliof 11nlia 
agai~int thc i s ~ u o  of' Pakistan insc:r;bcct ~iotes duriilg bht! period 1st April to 
30th ,June, I948 aud RH. 82.20 crorev of 111rlie noka rct-~~r[iecl by the Stn1.a Bs~lk 
of Pakistai~11 during the rest o l  the year to  31st hlllrcll, 1!)J!j. The twlai1c-c of J ~ H .  S 
orowe is the nct contrac:ti~>n iit no& in ctircillrttion ;II the ll,dia~i Ijliior~ (111ri1ig 
1!#4 X-49. 

On the nssck uidt., gold  coil^ a1.11d l)i~llion whi~4i hiid rcninined a t  Y.s. 44.42 
crmes (nt the s t a t~~tory  valnation of Itu. 21-9-10 per lola) aincc tho ilu!eptioil of' 
the Bunk in 1956 declincddrlring the year an n rcnolt.of Lhe allocation.frol~r tinic! to 
til~le of nsacts to the 8ta.l.e Bank of Pakistcln n . ~ d  stood st Hs. 40.02 arores at. 
tho close of' l.he year. 'l'ha Innat: rJopartl11ent's holdings of f'omign st?~'ltrititrs,* 
renlitilied stcndy tlti RN. 1,1.76.:j3 crorcR till 2Fit.h Jvnc. 011 2nd Jlrly they f i t 1 1  to 
Its. 1 ,l(H). HO croreu, the diflerence rcpruse~tbing the nlhcebion tm I st J u l y  to the 
Rt.ate Btmk of I'akistan in ternis of thc Pnki~i~cul (lv1onat.nry Sy~tenl and Reserve 
Hnnk) Order 1947, c s ~  amendcd ill March 1948. 011 20tl1 Aeguet, foreign scc~~ritirn 
vverc I11rt.hur redl~cud by BR. 284.16 cr0re.n to Tts. 791;. 64 c?mrow on acco~lnt o f  t . 1 ~  
paylucnt. to the I1.X. (~ovenin~nnt in terms of t l ~  T~ido-1J.K. Pinanoitcl Agret:lncnt 
for the purchare of' ~torcs nnd instnllatiortn rind pcnsiou aruulitic~. They rt!mainect 
~lnchanged at Rs. 796.64 aroiwn till tho evd of Ootobcr but themaftor cleclilied 
~teaCtily md atood t ~ t  Hs. 741.62 croreH a t  the exlti of tho ywr, the major par1 of 
thiu reduction lcing due to allocation to tho t5lst.e I%imk of l'akistan againat ret 1rr.11 
of India rrotes. The percentago of foreign 8 ~ ~ l l I i t i t ) ~  to total notes jnx~~ed 8lId the 
percentage of gold ~ n d  foreign eccurities to total ~1ot .e~ i~gncd declixled fro111 81i .o? 
and 89.41 per cent respectively a t  Ule silt1 of 1947-48 for India ant1 Pakirctn11 to 
62.26 and 65.62 a t  the erd of 1048-49 for thc Ildieri 1Jniolr only. 

By all nmenduient to the Re.wrvc Rsnk of Jndin Act., the Bank has been 
authoriwd to hold foreign secnrities, irlcll~dii~g CAHII balan~cs a~td bills of exaltcuye, 
of' conntri~? which are nla1111,rrn OF the CMIc, RR part, ot' tht: lcgal cover f;c,l- Lhc! 
riote ~ R N I I O ,  

Rupee securities which stood a t  Rs. 102.84 crorcs 011 26th March, 1948 
increased to  En. 127.84 crorea by 14th Mny, nl  which Irvc:l they etood at t-he ell11 
of .lunc 1948. On 2nd Jnly thcy declined to Its. 114.15 crores iia rennlt of tlle 
sppropriu.tiol1 of scouriLies worth Rw. 18.69 crnren towards I't~kit~ttrn'w ichr~u:  in 
the a~sctrs of the fueuc D~partrncnt of the Bank. 0 1 1  20th Arlgaut, the Blulli's 
holdings of rupee securities recordod B rim of about Hs. 2W crores owing maillIy 
to the cteatio11 of nd hoc Treaairy Lilln to replace thc ~terling swnritia tmnsfcrtwd 
t o  the 1T.K. (:overnment i ~ r  terms of the Tndo-U.K. Financial A ~ w m e n t .  From 
tho peak of Ito. 878.31 crorea on 20th August rr~poc uwruitia foil t o  Ro. S43.25 
croro8 in l)ecmler, bat ~nbeeq~~ently rcoovered to cloac for the year at  Itrr. 367.45 
crorea ea on 26th March, 1949. H n p  aoi11 inoludin Covornrrlent of India oau 
rllpeo notes varicd I~etween RH. 38 aud RB. 39 cram f or the fimt id~re~: n~ontbv of 
1948-49 and betwoell HY. 43 and Ids. 46 rrorou br the rest of the year, a~ld ckmml 
tlt KR. 42.02 orom on 26th March, 1949. 

- - --- -- -. - - - - - - . - - .  - - - - -  
With offtmt from 1st Jannery, 1949, in M O O & ~ ~  with thm obligatioxw w m e d  by Inhn 

au a rnembor of the IMF, the Rsllerve Banlr of Indie A& wae mended w sa to enable the 
k r v e  Ra~dc to hold other hdgn neanritiue in addition tc, sterain~. Tlra term ' fonrigu ' mcuritiea 
thw r e p l d  sterling mwtuitiea ps from that date. 



Clraphs 22 and 23 xhnw the combined asnntn and the combined linhilitiea of 
t,ht: hrrnk, wl~ile Oraplru 30 nntl 21 illitstrate 1.11~ relntivn rnovnmenl.rr in tlre varioun 
c!r)n~ponentn crf t . 1 ~  ILIUI(?~.H of the [ R ~ I I ~ ?  L)epirrlmc?nt a~ttl the Iinl)ilit.iob of tbr. Eknki~q 
I ~c-~i~rtlrlellt~. 

'I'nBle 34 .shows tho exb11L a 1 ~ 1  dirrc:tion of ulral~gaa ~ I I  lhc priilcil)aI ifei~ls 
111' lisl)ilit.iea allti :l~~t-tR of'thc! tivf~ dn~~iil-tltlellt~~ of the R ~ n k  isogcther. 

95. ffankinq T,~gisluliorr*.- .T)\~ring t,he year 1948-49, two imyortnnt rneaallren 
of I)urll;i~tg Iegi~lation wela p a ~ ~ ~ l  by the lrrdian Ynrliament,, no~nely. the tte~erve 
Hank of Idis (Tmrtttfer t c ~  1'11ljlic: Ownernllil~) Act on 3rd Septrall~er, lHSH snd 
the Rankir~g (!ompnrlioti  o cat oil 17tJ1 Fehr~ltrry, 1 IM!). 

The 1fe.wrce I3<tnIi i)J Itutiu (l'ra~wfer h Public 0rcrtier~h.iy ) .let 1!)48. - 
'I'llirr Act  was passed in order " to irrtylemont the Gol~eniment policjy that tire 
Burrk sholtld ~ I I J I C ~ ~ O J I  a# ti S ~ . ( L ~ ~ P - O W I ~ ~ ~  i~~~t i tu t io r l  and to  rawt the general deuii* 
t l ~ r ~ l  t.he co~~trol  of Cov~n~incnt  over t .11~  Bnnli's irativitiev xhould be extended to 
rnutrrc: a yrmtcr co-ordination of t8he rnonctaary, econonlic and financial policies." 
'l1lle ,\l:t. ci~nlc into Force on l ~ t  Jnnutrry, 1949. Its nlairl provisionq are : 

(i) nll  share^ i ~ r  Lhc cnpitt~l of the Rank are decntcd t.o be triisfe~.red to t,he 
(bttm.1 ( jover~~~naa t  on I g t  ,fanuary, 1948. 

( i i )  (:uu~pc~uation is to bc paid to ~hn.reholdera at the ra.tc of Ra. 118-10 p r  
!illarc? of ICR. 100-0 paid-up, partly in the form of promi~sory noterr hearing 
int,cirewt at. :l per cent 1)er iu t~u~m and reyaynblu a t  par aid partly ill  cash. 

( i i i )  t.he Oentmrl I:overrlmci~t is ampiwered to give, fmm 'time tri' tirue, R I ~ C ~  
rlirectionu to the Bnnk, HY it may, after coneultntion with the Governor 
ot' tire Bnnk, colluider ~ieccs~nry ia the pliblic intere~t. 

Thc! rut& of compen~tat~ion payable to shareholrlors was ba~scl on the average 
niontllly insrkct qiiotulion of the share3 diiring the period March 1M7 to Febrilery 
194H. l'p t,o t . 1 1 ~  end of March 1M9, the ~nloiiut paid hy way of compensation 
n~rlw~ntacl to Rs. 3.27 crows, of which l i p .  3. I5 crorer, wero in yromi~sory notes 
of t.110 :i per ccnt I,oan. 1970.75 and R.P. 0.12 crore in ciuh. The crmolint out- 
ntnndiny i~ al)cilrt HM. 2.0 crom. 

An regnril~ the managamen1 of the Bnnk, nuljcct to euoh dirrct.iona as mag 
I)r give-n by thr (!e~rtral Qovernn~ait from time to tinre, tlte gonarul nt~perintendence 
iil~d dil-ectio~~ cont.il111a to 1)e ent,r~isM to  a (Jenlrnl Bottrd r.n~~nintiag of n Oovcrnur 
tirld two Dcplrty Governors nppoinkd by thc Central (:over~~inent and ten 
l)irc?ctom (institcad of twelve-cight elccted and foiir nonlinated-previotmly) arid 
cbnc (:oven~ment ollioinl, all ~tominated by tho (;eittrol Government. The Directow 
iarc IIOW to hold office for a period of foiir ycnrn iristoad of fivo, ns formerly. AH 
IN-fore, a JAoccrl Honrd btw bocn cortxt.it8uted for eevh of the four areas consieting 
of' tive 1lominatt.d rnrmhem (in place of eight praviouely, of who111 five were eiecbrl 
at1(1 three rioi~li~rxtcd) to ropreeertt territorial and cr!ono~lric intereclh ns well RS 

&.nking (:omyani~s (Control) Ordinume 1948.-The' Banking Companiea 
((.'ontrol) Ordin;tlice, prorn111go.hcl on 18th September, 1948, w a ~  designed to bring 
into irr~~ucdinte eflcct: Rolne of the yrovisione of tile Ranking Compmries Bill, then 
ill Select Co~nntittec ~ t i ~ g e ,  and thiiu to ena.ble tho Renerve Rnnk to rog~~lete the 
banking syshn-r ltlorc! effectively. It anthorised the Reserve Rank of India tu grhrtt 
ctlite1.grnc.y sdvuncc~ againat n ~ c h  form ol' aocirrity an i t  docmed nuficient, snd to 

. -. . .  . .  - .-.-. -- -- - 
* Yor tho full text  of the R w r v e  Bank of India ( ' L ' r d e r  to PuMic Ownemhip) Act 1848 

~ I I I ~  the Ha)~kirie ('ompallien (I!ontiul) Oldi~unlce 1948. vide Ilrr ~ t d ~ l 1 ~  B a d  of India H~rllei irr ,  
(Ictobar I U U ,  al~tl t i ~ r  the Ballking Col~~psrritw Act 1949, tltr B~cKrtin of April I Y4D. 
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TABLE 34.-VARIATIONS IEY CERTAIN ITEMS OF ASSET8 AND LlABlLlTlEB OF THE RESERVE BANK OF INDIA 

(In croree of I-upees) 

Eild of montll : Change over p~w-ious date 

Note Ciroulation : 

Inoreaae over previous date . . 
Pmgrasive incream . . . . + 79 + 231 t 466 + 704 + 906 $1,040 +1,063 +1,136 + 900 i 

Deposite : 

k a m  over previous date . . - 2 + 23 - + 24 + 79 + 2% + 251 - 81 -- 1 -- 126 

Progressive increase . . . . 
I 

+ 2l + + 45 + 4 + , + U1l + 610 + 416 1 + 290 

Total Foreign A&r : 

Immaes over previoue deb . . + 75 + 3 + 104 

T d J  Rupee Coin : < 

h r a m  over previous date . . - 20 - 21 - 7 

P~greeei~e d9Cl.e~~ .. .. - 41 - 48 

TOW Rupee Securitier : 

~ o ~ a r p ~ ' e v i o r u d s t s  .. + 2 + 49 f p 
~ n g r ~ a i ~ ~ b o r e & 3 ~  .. .. + a1 + lbr 

ChPage u oompmd with August 1939. 

t The figures in thie oolurnn have to be interpreted with caution, because (i) the Mamh 1948 data are for the Mian Union and Pakistan 
jointly, snd (ii) the portion of ursets and liebilitiee that am to be transferred ta the State Be& of PekistBn, will only be Anslly known after 30th June. 
l @ j B  in of the Pdthtan (Monetary Syatem and Reserve Bank) Order 1847, es amended in 1848. 



issue directive8 to banki~lg conipanies in regard to thcir lending policiee iu gcncral 
and wly taransaction in particult~r. Bdcing companies were required to maintain, 
a t  the end of cnah qnarter, assets in India a t  not lees tktln 75 pcr cent of their 
demand and time liabilities in India. Anialgamat.ions or schcmcs of arrungenient 
or aompro~nise between banks wcrc made subject to the concurrence of the Reservo 
Bank. The 0rdintl.r~c.e emyowcrcd the Reserve Bunk to call for periodic and ud hoe 
return8 relating to banks and to publieh them in any consolidated forxu in the 
publio intereut. It also providod for the apyointmcnt of the Reserve Bank, if it 
applied for iL, as official liqi~idntor of a banking company by e court. 

banking Corn,pani~n~ Act 1949.--As mcntioncd in Inst yenr's Roport., the 
Banking Compa.niw Rill which was withdrawn from the Indian Parliament on 
30th January, 1948 was iilltroduccd afresh on 221~d March ~lnd rcfcrred to a Select 
Committee on %h August, 1948. The Bill wau pessed by t8hc Indian Ynrliclmcnt 
on 17th February, 1949 and the Act came inlo forcc from 16th Mnnrh. This Act 
attempts to consolidrrte, with certain modifications, the relevant provisions con- 
cerning banking companiee, ooutained in the Tnrlian Companies Act 1813 and 
vesioue ad hoe measnren like the Banking Compllniee (laspection) Ordinance 
1946, the Banking Companies (Rcstriction of Branch-) Act 1940 and tho Rnnking 
Cornpanics (Control) Ordinance 1948, which were consequently rcpcaled. It also 
contains several new provisions for the rebda t io~  of banking. 

The Act epplioa to all hanking compculies, cxccpt co-operative banks, and 
extends to all tho provincee of lndia and to thc Acccding States to the extent to 
which the Indian Ymliaruent hea power to legislate for such Btatcs in respect 
of banking. Banking has been dcfined as " the acceptirlg, for tkc purpo~t! of lending 
or inveetment, of dcpositu of money from the public, rcpaynble on demand or 
otl-~rwiee, and withdrnwoble by cheque, drdt ,  ordcr or othcrwisc." 

All banka working in the Yrovinws of India and in tho Aoceding L3taten to 
which the Act cxtcnds are to be liceneed. The Liccnce is to he i~sued by the Raerve 
Bank which may require tu be eatisficd that thc applicant bank is in a sound 
financial position, end further in mspcct of a foreign b u k ,  that the law of tho 
country in which it ie iuc!orporatcd  doc^ not discriminate in any way age.inst 
banking companies rcgiatered in India. 

The Act lays down the minimum requiremcnt~ rclnting to  the paid-up capital 
and reacrvcs of' a hiding colllpany ; thcsc rcquiwmenta vary according to the 
geographical coverage of itn operations. 

Bchcduled banLa coutinuc to be required to keep m;pmum ~ a e r v e s  with 
the Rcaerve Bailk end to submit wcekly return under the enerveBank of India 
Act 1934. BU l a ~ ~ k s  othcr than mcheduled barlke twe now requircd to maintain 
in c d  with thorn or with the Renerve Bank, 2 per cent a d  5 per cent of their 
time end dcn~and linbilities renpectively, and to submit monthJy returns giving 
details of omh held and time and demand linbilitics n~ on ~ a r h  Friday of the 
month. 

All banking companies are required, two ycarR a fhr  the commencement of 
this Act, to maintain at; least 20 pcr cent of their demand a i d  time liabilities in 
India in cash, gold or unoncumbcred epprnved securities, valued a t  a price not cx- 
ceeding the current mmnrkct priro. Ilheg have cllso to 11laiutaj11 iu the provinces and 
Acccding States aescte reprcaenting a t  least 75 per cent d their demolid nnd time 
liabilities st thc cnd of eat-h qu&r. 

The Act prohibitu inter-locking direotoraks among bnnking companies 8nd 
the employment of mauaging agente, rrs wcll os tho granting of unsecured loam 
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ur advances to any of the diractors, or to iirme in which tLe direcrtoru pro intewted. 
hIontshly retuns are to be eubmitted to  the Itesexvc B a ~ k  relating to unsecured 
loaua to companies in which tho directrrrs are intemtcd. 

The Reserve Rank has now the powcr, on a pcrmctneut. nt th~t~ory basis, to 
control tho cntire joint stock banking nptcm in the Tndinn V~uon. It may givo 
directionn to l a h n g  comytlnies in regard to their lending policie~: the purposcfi 
for which advar~ceu may 01. may not be mado, the margins to be mainkhwd and 
thc rate6 of interest to bc charged on advrmceu. It may caution or prohibit banking 
cornparries gcnor~lly or any banking comycmy in particular, ngaimt entering h t o  
any particular trameotion or claeu of trrrr~sections. It may call for periodical wi 
well ns ad Iboc rotunls, and in the public intcreet may a l ~ o  publish such information 
iu m y  co~~olidated fcrm i t  dwnis fit. It may inapect any balrk either on its owu 
initiative or on being directed to do so by thc Government. The >-ve Rank'e 
prior permiasion ie reqnircd for the opening of ncw branch offiooe ad3ihe  kansfcr 
of existing onm. The Rcserve Bank is required to make an amins1 report to the 
Central Govcmment on the $rend and progem of badung in thc couxitry, with 
euggcstiune, if any, for ~trcngtkening thc banking system. 

The Henerve Bank hm been givan certain powera in respcct of voluntary 
winding-up and amalgbmntious of banki~lg cornpenice, end i t  may, on applying 
for it, bo appointed cts the oficial liquidator by a coi~rt in any proceeding for the 
winding-up of a benking comyany. 

The (kntral Government hero exempted for period of six months all 
hailking compe~~iee from the opemition of c&. eectio~u, of tho-A&, mch BR 
thocrc? relating to i~ikr-locking &rectnratea, tlnd havc cxemytexl membors of the 
1)inplaced Banks' Association from provisions regarding employment of poraonr, 
adjudged insolvent e.rtd the k w p i ~ ~ g  of 75 pcr cent of thc total liebilitiee as mwta 
in Indin. Thwe exemptionn hnve bee11 allowed to give banks sufficient tilno to  
make ncvesaary adjuatment.tr and alno to mitigab hsrdehip to displaced hanks. 

A. CIRCULATION AND ABSORPTION . _ .  .-. . . , ---. . 
96. Termittation of Joini Mur~etury Amngem~nta with Pakiculan.-Tn tllc 

l n ~ t  year's Report (vide para 87), mcntion wna made of the isuuo on 14th Ailgust, 
1847, hy the Covernor-General, of the Pakistan (Monetary Symtem and Reserve 
Bmk) Ordcr 1'347. In terms of t h i ~  Order, w anlendcd in Xarch 1948, the Heserve 
Bauk of India continned to be the monetary authority iu P~lki~tnn up to 30th 
June, 1948, wheu following Lhe entabliahment of tho State Bank of Pakistan 
on 1st July, 1948, the functions in regard to mcmagemcnt of the cmcncy and 
crcdit in Yikietan were tr~nafer~ed to that Bank. With affect from the serne 
date, t l ~ c  Reserve  bank'^ Offices a t  Lahore, Knrechi end Dacca were also takcn 
over by thc State Bank of Paki~tan. 

During the period of the joint mor~ettlry arrangements, proviaion was made 
in the Ordcr referred to  above, for the h u e  in Pakistan by tho Reserve 
Bank of lndia oi' Dank notes inscribed with the words " (:ovcrnment of 
Pakistan " in Kn&~h m d  Urdu a d  of Pakistan coins of diatinotivc dosignu. 
Under them provisions, the Rcaerve Bank jeeued from 1st April to 30th June, 
2948 (i) inecribed Bank notes of dhe denomination8 of RR. 2, RB. 5, Ha. 10 and 
Rs. 100, (ii) inecr~bod Government of Pakistan one rupee notes and (iii) Pakistan 
nickel  rupee^ and othcr subsidiary coim of distinctive designa. Thew notes and 



coin were to bc legal tender in Pakistan only. The Table below shorn tho amount 
of notee and coin put into circuletion in Yakistan month by month bctween let 
April and 30th June, 1948. 

(In lokhs of rupees) 
Month Noh8 Rupee cob* kirnell Coin Totrl 

April 1948 . . . . 14.13 03 15 I4,91 
Muy 1948 . . . . 14.12 37 4 14,lS 
June 1948 . . . . 23,32 49 6 91,87 

The outstanding liability in rcvycct of inucribcd Ydtietan no* ee on .Wth 
June, 1948 was tsken ovcr on ittl ir~atitlltion by the Stub Bank of Pakiitan and 
ncconii~~gly naset~ of tllc Re~erve Bank, in its Iseue Department, of the value of 
Rrr. 61.57 crom wen3 allma~ted to thc State Bank of Pakistan in terms of Section 
4 (1) of Part I V  of the Paki~tan (Xonetary System and IZmervo Bank) Order 1047. 

97. Itetirement of India N o h  i,c Cldrcddion in Yakielun. -With the kuue 
on 1st April, 1048 of inacri bed Pakistan notes by tho ltescrve Bank of Tndia. 
India notm in c:irculrttio~l in Pakietnn begau to  he withdrawn, the nmount of 
much notas retired from circulation in Pa.kisten during the period 1st April to 
30th June, 1948 being Ha. 54.98 crores. The bdanoc of India notee in circula- 
tion in Pakietan continued to he legd tender in Pakhtun up to'30th Beptamber, 
1948 in paymcnt or ~ I J  acoount of the axnoulrt epecified on the noto. Thcxe 
I ~ O ~ C R  are being retired froin circulation in Pakistan iu  term^ of Section 4 (2) of 
Port I V  of thc Pakistan (Mouetory System and He~ervc Bank) Ordcr 1945 (as 
amended), the procesA of siioh roti~:meut to  be complctod by 30th June, 1949. 
Thae ~ ~ o t c s  are being delivered in incllalmcnts to t h ~  Renorve Rank of India 
against allocation of cqnivalent assets. During the pcriod duly 1948 to ;March 
1949, adiust#ment~ wcre nladc in tho Iasuo L)el)artmcnt of the  Rccrerve Bank of 
India of an aggregate amount of Hs. 82.20 croros on acoount of India n o h  
received from the S t a b  Bank of Pakirctan. The total amount of ,fn&a n o w  
roturned from circulation in Yekiabn end accountmi for during 1948-49 amoilnted ., -< to Re. 127.17 oroms (vide Tsble 35). 

98. Circulation and Absorption u j  hrotes.--6tatcment XLllI shorn the year- 
end liguretj and annual average8 of hhl notce issued and in ciroulntion 
(excluding Govornment of India one rupee uotes firet ieuued in July 1940) aince 
the quinquennium endod 1913-14. Indis notcs end Burma notes are shown 
~epen te ly  for the yea29 1937-38 to 1941-42. The figures for 1942-43 and later 
yeam relate to  Indie ~lotes ouly, tha Bank having h n  mlieved of i b  liabilities 
in regard to  Burma notee from June 1942. Aa noticed in the lest year's Report, 
the declinc in the d a t i v e  as well an the abeoluta expaneion in note circulation, 
which had commenced in 1943-44, WM arwsted during 1947-48, and was replaced 
by a rising Icndency, Indie notee i n  circulation" fn dadividad 'Ifidla registering 
an increase of Xtl. 62.33 croree to Rs. 1,304.36 croree at the end of 1947-48, ae 
againut an inoreese of RR. 23.26 crore~ in the finst post-war year 1946-47. The 
annual rato of expansion in notes in oirculation, which had steadily deolined 
from (19 per oent in 1942-43 to 12 per cent in 1946-46 nnd to  2 per cent in 1W-47, 
rose to 5 per oent in 1947.48. For the year 1948-49, i t  in  not possible t o  have 
figurcs of notes in circulation in the Indian Union, aa the total amount of India 
notea in cim~llation in Pakistan hae not bwn arrived at. The figurea in wpeot  
of India notes in circnlation for 1948.49 shown in Statement XLIII ta-ke into 
m o u n t  India notes retired from Pakistan during 1948-49 m d  am, therefore, 



nct of adjuetment~ madc in retjpect of (i)  Ra. 45.08 crores of Tnrlia notes with- 
druml fro111 0irc111ntit)n in Pakistan during April to Junc 1948 and (ii) RR. 82.20 
orore8 of India notes retilnled from Pakistan under Scction 4 ( 2 )  of Part 1V of the 
Pakistan (Monetary Syetem and Waerve Bank) Order 11947. 

Howevcr, the movement of Tndia notes from India to Polki~t~n during 1948.49 
spnrt, i t  iu possihlc to work out ttic figurns o r  aborpt.ion or rctirrn of aotca in the 
In&nsl I!nion during 1948-40, after allowing for the rot.urna OF Tndim notes from 
rirc:ulation in  Pakistan, aw nhown in tho Tnblo lmlow. 

TABLE 36.-MONTHLY .- - ".. VARIAlIOU6 lr, OTE8 IN O w -  t ~N~gIylbiyILs'-~~kk/&: 
DURl 6 1048-19 

(In I a n  of naps)  

April 1048 .. 
>lay . . 
June . . 
July 1, . . 
A*-* ,, . . 
Sel>tcmlJer ,, . . 
Octobur ,, . . 
Kpvmnher ,, . . 
Decembe? ,, . . 
Jauury 1049 . . 
Fobruury ,, . . 
Slurel1 .. . . 

Tndlo ;Yotee In 
clrculatlon 111 Tntlia 

and Prkl8tunt 

Ilull. mtco n- 
turned Imrn 

Ahrorptlon or re- 
turn ui no& in 
thc wan Unlon 

- - . ----- .. - ---- - 
1948-49 . . -- - .- 

. . 1,169,35 -136,Ot -127,Y 7 - 7,84 
-. - - - - . - 

A8 un SO* June. 
t An e l m  In tho lrrac Doprrtmcnt RtatrrnenC of lbrorvo Dank-a8 on the laat Frldry of n.eb month. 

During 1948-40, there was a net return of He. 7.84 crore~ of notes in respect 
of the 111dirm Union, as against an absorption i11 undivided India of Re. 62.33 
crorea in 1947-48. Ra. 23.26 crorea in 1946-47, Re. 133.89 orores in 1945-46 and 
t.he ye& of Re. 261 -85 rrorcs in 1!1?12-43. 

Thcrc was a returu of notes in the Illdian Vriion from &Say to Septemtmr 
I948 ctnd again i n  Kovernber 1948 t.oballing RH. 71.45 rrow, and a11 sbeorptioli 
di~ring April, Oot.ohr and from 1)ecemher 1948 to March 1949 aruount,ing 
tr> Hs. (i3.(il c:torc..s. Kormally, the maximum nbsor!ltio11 takes p1t~c.e i r ~  the 
busy. &emon month of l)ecerrihr, end during 1048-10 U ~ e m  wee nn-aborption 
cf He. 18.52 cmrea in 1)cccmber 1948 in reup?rct of the 1ndia.n 7.hion aa against 
au ~h~vrp t ion  of RR. 25.411 c.1.0cea iu respect of lxnriivldrd Tndin, in Deccmltr.r 
1947. -4 net return of Has. 54.62 ororcs was witneseed during the fir& halt' of' tho 
ycnr nand R nct ab~or~~l ivr l  of 1h. 46.78 crows during t h e  tlecond half, which normafly 
aoincido rcspcctivcly with the  lack nnd busy pcriods of the yrar. During the 
war, note c~irc:nlation ~11owe.d 811 average mon.thly dccli~le of 1.t~. 0 .ti5 wort: againat 
in average montl~ly nbsorptio~i of Hs. 5 .  I!) cmwa (for undivided ludia) in 1947-48. 
I)i~ring the first half of 1948-49, there wag an nvcrrlgo clcc~Iiac~ of Rs. 0.10 C.TOES 

per month, while t.11~ sccolld half of the year wit~ro~xcd n ino~~thly nvcragc riw 
in note circulrttinn of Its. 7 . SO vrorcs in the  Tndim~ Iillioll. hs against thie, then: 
mas 8 mo~~th ly  uvcrrrgo doeline in undivided India of R R . . ~  1.41 cmm during the 
first half of 1947-48 and iln averagc incresw of Rs. 21 .80 cmlSin in the ~econd hdf. 



The follo\r.irig Teblo shows the s w ~ o n e l  trcnds hi note circnlebion during the 
three ,1946-47 t o  1948-49. 

TABLE Wi4EASONAL VARIATIONS I N  NOTES IN CIRCULATION 

April . . . . . . 
31iry . . . . . . 
Junu . . . . . . 
July . . . . . . 
Aug~~llst . . . . . . 
September . . . . 

Totrr . . 
Busy S l w m  - 

Octobur . . . . . . 
November . , . . 
Deoem her . . . . 
Jani~ary . . . . . . 

L*~ldividod India 
. - -..-A . . .  

1940-47 1947-it7 

(In lekltn of N ~ I ~ S )  

lndinn Cniou 
r- -A 7 

1948-40 

I1 will hc sccn that duriug 1946-47, which wax tshe fimt ihll post-war y a r .  thcrc 
was cvidcncc. of' the roappanrclic* of tho ntrr~unl yre-wrrr trandg of the ricaaoilal 
obb and flow of curreucy, which sacm to  have amcrtod themselve~ mom fully 
clurirlg 1847-18 a i d  1948-49. Illiring the year m d c r  ravjcw, it ie ei@ficont t o  
note that, dwpite movement of noten frorr~ India $0 Pakinten, the oxprlnnion in 
note circulatiorl iu tho b u ~ y  seman in the Indisn Union a t  He. 46.78 crores mas 
OII a 8mnUer acelc a3 co~npared with tho rslmn~ion of J<s. 130.77 croren ; i ~ r  
u~ldividad India in the butly sennon of 1947-48. The total absorption during t,ha 
busy season of 1947-48 WRB largcr than what would appear t.o be wsrrnntcd 
by the lmptrct oi' the smsonnl dcmand, owing partly to large demand for cur- 
rency, parlirularly after tho Pa r t i t i o~~ ,  a111-l pertly t o  the policy of p ropn~ iv t r  
deco~ltrol resulting in A dcmnncl fi)r large funds. In thc ycar 1!)48-49, the iu~yxct 
of the busy tw2won on note airi.ulntion for c ~ t h  of the b u ~ y  Rcmon mcri th~ of 
October, 1 M H  to 3Liircll 1!)49 hw brc.11 consistently on a mildor 6c;lle than tnluring 
the corrcspoiiding lllonthv of 1!)474X. 

99. t%"z~krliotb of~voka by I~enoirbinntim~a.~--Sttrtemcnt~T~TVu1ion*d India notcs 
i~sued by denomindiontl for the ycara cncled 31st i\Iarc?h, 1914 and 1921-35 nnd for 
the ycnm ended 3let Decorn1)cr. I!)J.',-48. It will Ilo 8WIl from the ~ ~ ( L ~ C ~ I O I I ~  thnt 
tha denorninntio~licl ptltkrn of note circulation unclerwttr~t i b  collsidorahle c h n n ~ e  
followirlg the yromul~ation in .Ittnuory 1946 of the High Tknorninatir~u Sank 
Notw (Demonetisubion) Ordinarwe 1946, under whioh lloLca of thc tleno~nintltions 
of KB. 500 &nd d)o?o ceneod to  bc lcgel tentier. During 194R, ul l  the cul.rcllt 
dano~uitlatious of notes regiubred Y ~ ( L I . Q  dcclinctl, reflecting mainly tho rct~tcincnt 
of India n o t c ~  in circnlntion in Peki~t~an.  'l'htt Re. 100 denomintltion rocordctl 
the high&, dwllne of tls. W,82 Iakh~ BR corn~)(~md with decmaao~ of Rs. 24,47 
l ~ k h s  and of Rs. 14,67 l & h ~  rcspcctively in tho 11otttw of T ~ R .  I0 and Rs. 5 
dcnominetionn. The circulation of RR. 100 notes, which hsd * rieen from 
Rs. 4HR,S1 lal&~ at the end of I!)-If; to  Rs. 540,ll I I L ~ I ~ R  a t  the cnd of 1947, slipped 



down to Rs. 454,29 l a k h ~  a t  tho end of 1948. Them was m unueual domand for 
thc exchange of Its. 100 notes into notes of tlmaller denominatione in July, 
August and hptember, following rlimours of possible demonetisetion by 
(:ovemment, 8~ an anti-idtltionary mensure, of notes of thie denomination. The 
rueh was partic~~larly marked in Bombay and Calcutta, where Rs. 100 notes of 
the value of Ra. 28,68 lekhs and Re. 14,04 l a b s  reepectivoly wcm t e n d e d  for 
excharye during the three month. The abnormal demand for tho oxchango of 
them notee, however, abatcd following the imue on 20th August by the Rmerve 
Bank of India of n P r ~ m  Communique shting that Qovernment had no intention 
to domonetir~e notea of thie donomination and the suhaeqlient oonfirmation of 
thia decision by the R ime  Minister in the Indian Parlkment on 3rd ,September, 
1948. The aircnlation of Rs. 10 dcnominntion also deoreaaed from Rs. Zi57,70 
lakhs ta Rs. 533,23 lekhs, while in the oaue. nf Re. 5 no&, i t  fcll from Re. 105,10 
lakhs to Rs. 180,53 lakhs. Among the lower denominations, note3 of RE. 2 denomina- 
tion also declined from Rs. 33,00 lakhs to Re. 29,21 lakh.  As between the Qovern- 
mcnt of India one rupee noteu (not shown in the Statement aa these art, treated 
cla rupcc coin) tlncl note* of Ita. 2 denomination, the p~lhlio continued to show a 
marked preference for the former. 

100. Circulation and Absorption of Rupee Coin.-Following the cessation of the 
lgol tendcr charauter of thc standard rupee coin with effect ffrom 1st Novemhr, 
1943, the Qovemnent of Tndia one rupee notes (ie~ued from July 1940), qus*r- 
nary silver rnpccs (issued horn Deccmbcr 1940 up to the end of May 1946) and 
niokel mpwtes (isancd from June 1947) conatitutc thc total amount of Indict Npee 
coin in circulation. AR in the cam of notes, the figures of circulation of NF coin 
in the Indian Union will not bo available for some time, pending the final determine- 
tior~ of the figure of the oirculation of India rupee ooin in Pakistan. It is, howevw, 
possible to work out the figures of monthly abeorpfion or return of rupee coin in 
circulation in rc.qpect of the Indian C n i o ~ ~ ,  which have been shown in Statement 
XLV. . .  .- . - - - v  

Since thc yoar 1942-43, which oxporienoed the highest wartime absorption 
of Its. 44.93 nrorcu of rupee coin, the demand for this form of currency had ehown 
a decliue, except in 194-48 when the decaloration in tha rote of abuorption 
temporarily interrupted, tho year ahowing an absorption of Re. 18.35 aroros ns 
againet Re. 10.05 ororea in tho previoue par. During 1946-47, there wee e sharp 
fall in the absorption of rnpeo ooin, whilo in 1947-48 there was aotually 8 return 
of rupee coin in circulation, amounting to Rs. 12.34 croros in rospcct of undivided 
India. During thc yoar 1948.49, dato, for which relato to  the Indian Union, there 
waR also a mturn of rupee coin, the figures showing a net oontraation of Re. 4.31 
croms. There maa a roturn of rupee coin during eight monthe of the year, vb.,  
April, June to Octohr, Deoember 1948 and March 1049 totalling Rs. 8.36 
crorea in the I~rdian Union se corn@ with a return of Re. 18.42 orom during 
the period May to  Octnbcr 1947 end in the tnonthe of December 1947 and Maroh 
1948 in undivided Indin. On the other hand, the month  of Nay and November 
lW8 end January rtnd February 1949 rccorded an oborption totelling Rs. 4.04 
crores in the Indian Union oomparexl with on absorption of RE. 4.08 crores laat 
year during April and Kovember 1M7 and Jannery and Febmary 1948 in mspcrct 
of undivided India. $ 

nuring the yetar, the 13ank mcoived from the Government of India, ono rupce 
notee end c o h  to  tho extent of RR. 5 croren, under Section 36 (2) of tho Rcscrve 
B a d  of India Act, against ybyment of legd tender vdue. 

101. Ab8mplion of ~ S m l t  C&.-Statcmcnt XTIVI shorn the annnd absorption 
by denominations of  mall coin jn undivided Indin for crtch of the years 1919-20 
to 1947-48 and nveri+ge annuel absorption for the two preceding quinquenniuma. 



The dab in reapeot of 1948-49 we on a post-partition basis, giving figures of 
absorption in respect of the Indian Union. Statement XLV shorn the f i p s  
of absorption, month by month, during the two yoera 1047-48 (for undivided 
India) md 1948-49 (for the Indian Union). The declining trend in the rate of 
abeorption of emdl coin noticed since 1944-46 continued dnri the year under 
reviow also, the net ebaorption thie year boing only Rs. 24 la 8 e (in the Indian 
Union) no compared with a net abaorption of Re. 3.98 croree (in undivided India) 
during 1947-48. There WBE an absorption of small coin during the period April 
to June 1W8 and again in October 1948 and Merch 1949, amounting to Rs. 07 
lekhs, while daring the monthr July to September 1948 and Novcmber 1948 to 
February 1949 them wm a return of small coin, totalling Rn. 73 lakhs. Circle- 
wise, the Bombay and Caloutte circlee recorded tm absorption of RR. 114.64 
lskhe against a rctum mounting to Re. 90.35 lakhe in the Delhi, Kanpur and 
MsdraR circlea (vide Table below). The return of emall coin in fairly large quantitiee 
in the three circla would appear to indicate a tendency to d e h d  emdl uoin, 
in reepeat of whioh there was a heavy demand during the war and immediata 
post-war yeare, the total amount abeorbcd in undividd Lndk in the years 1939-40 
to 1947-48 being %. 80.72 crores. 

( In thousands ot' l u p e e h )  
Absorption ($ )  or rnk~rn (--) 

CIltCLE of amel l ooin 
Bombey . . . . . . . a  . . . . +47,33 
Oalontta ., .. . . . . . . . .  f67.21 
Uellli . . . . . . . . . . . .  -32.97 
K811pur .. -. .. . . . . . . - 8,58 
M&M . . . . . . . . . . . .  -4H.W 

TOW . . . . . . . .  . . + n q s  
Denomination-wise, there was an abeorption in the Indian Union of only 

Re. 18.94 lakha of half ru-, He. 6.71 IaHha of four Bnna pieces, Re. 9.24 lnkhs 
of half anna pime and Re. 15.45 lakh  of 8ing.h pice, the companding figures 
for undivided India for t.he year 11)47-48 being XB. 176.71 lekha, He. 128.23 lakhs. 
Re. 16.79 lakhe and RB. 24.03 lakhs (vi& Statemant X1.VI). It may be noted 
that the demand for single pice, which is aleo used for ceremonial purposes, 
contiuuee tu be comiderablc. Tho domand for half pice end pie pieces is, however, 
negligible. In oonhet, f.he  denomination^ of ono m a  and two mnas recorded 
retunur in tho Indian Union of Re. 13.66 lakha and Rs. 12.60 lakhs respectively 
aa ~ilJeinnt absorption of RB. 24.61 lnkhn and RR. 28.26 l&hs in undivided India, 
during 1947-48. 

Table 37, which shows the metal-wim abeorption of small coin eince 1939-40, 
indioata the wartimc and poet-war changw made in regard to the use of 
metale for coinage purpoeca, mainly with tc view to minimining the coet of 
coinage. With thin end in view, Covarnme~t h d  adopted in 1940-41 a 
policy of progeeuively replacing atandmi silver cohe of eleven-twelfth fineneee 
by quaternary coins of one-half finenees. Accordingly, the quaternary half rupee 
nnd quarter rupee coine were i~eucd from the Miuta for the first time in Augiist 
1940 and  ME^ 1040 respectively. In pm11anc.e of the uamc objcctiro, emoll coin. 
of the denomin*tiona of two amae, one m s  and half anna minted in nickel- 
brrree aIloy were aim ieeaod from early 1042 111.1 40 Janapry 1M eftem which 
date ooim minted in cupro-niokel olloy wem introduced. In view of inadequate 
eupplieu of ailver, the mrront level of eilver prices in Indh end the obligation to 
return in kind the 226 million ounces of lend-lease eilver received from the Cnited 
States betwcen 1943 and 1946, the Governmeub of India decided in May 1946 
to discontinue the issue of quatornary half mid quarter rupee coine (ae well a8 
quaternary rupee coinn) of one-half finmess md k) meet the demmd for metallic 
coine in pime nickel c o d .  
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A8 ngain~t RJL absorption of standard silvor s~nall aoin of 14s. 3 .Cil croree 
during the thrm y e w  1939.40 to 1941-42, the amount of quaternary coiu 
absorbed during thc yews 1941 -42 to 1946-47 was RR. 39 -22 croma or 58 per cent, 
of'thc tot d absorption of ~rna.11 coin of Re. 70.25 crores during the period. The rett~un 
of ntnndard ~ilvor from cirt>ulation bctween 1942-43 and 1046-57 in undivided India 
smoluted to  Rs. 45 lakhs only. Tn 1047-48 thoro was no rcturn, whilo ill 1948-49 
standard coin of the value of R I ~ .  1 lakh only rcturned fi.on1 circi~latiou IU the 
Iridian Cllion. The nleegrc withdrawal of theat! coils is attributable to  the prevail- 
ing high price of silver. Tho abeorptiorl in i~ndivided India of pure nickel half 
rupee and quarter rupee aoirs introdltced in May 1946 aggregated Rs. 2.16 
crow di~ri~lg 1946-47. In 1947-48, purc nickel coinu of the valuo of RR. 4.23 
crora werc ab~orbed ngain~t n roturn of Rs. 1.14 crorcs ~ I I  respent of quaternary 
coinu. T)uril~g the yonr under ravicw. the absorption of pure niokcl ooine and 
the rct i~rr~ of qu&brn:iry coiue i11 thc Tndian Union smountod lo Hs. 2 . I  1 crows 
and 1 % ~ .  1.83 molw respectively. 

102. 'l'ota7 Al~~rnplian of Curt.ency. -Htnton\ent XT,VII gives tho annual 
nhuorptic~~i of notes, nipco coin nnd snlall ooin h undivided lidis during the 
yoers 1014.36 to  1947-44 and in the Indian Union durir~g 1958-49. Rtatement XLV 
givea ~imilar figures on a mouthly bnAiH for 1948-49 (in respect of the Indian IYuiun) 
nad for 1947-48 (in respect of unrlividcd India). nuring the yoar under review. 
1,Ilerc lies iu:cn r,,~c:t. contractiott ili  legal tcnder cummcy ( incli~di~~g small coin) 
3 1 t  c.irrult~tin11 of Its. 1 I . H I  crores in the lndinn G~iion as agaimt an absorption oi' 
.Ra. 53.97 crorcs iu a~~dividrd India cluril~g 1947-48. - - , .  - 

Graph 24 shows absorption or wturn during the years 1946-47 and 
1947-48 for undivided India and dnriug 1948-49 for the Tndiar~ Union ~eparntely 
for (i) notos, (ii) rnpces nnd (iii)  mall coin. Grsph 25 depicls thc slmrption or 
return, month by monbh oi noi,cs, nlpces and srntrll coin scparetcly sincc September 
1939. 

103. .lbeorption and R r t ~ ~ m  uf ( 'urr~ncy I p  Prri&.-Statement XLVTJT and 
tiroph 26 show the abeolytion nncl return of ru rmcy  By periodn ~ inco  1920-21 up 
to 1947-48 for uudividcd India and in 1948-48 for tho India11 'L'nion. Thcy intiicato 
a faklj' rebwllrr matlonibl incidoncbr: in tho nhs~ryt~ion and roturn of oumonoy. 
The comme~~cemcnt or the iiuuation of the himy satwon van-, depending 01) the 
harvesting of the priltcipal crop8 in difloront pmtR of the corlntry ; for example, 
thc nlovemcnt of tho jute crop rrtilrt~ orrrlier than that of the cotton crop. As 
will be RWn from the Statement, the  " buuy " mison, when currency is abeorbed, 
hegi~w ~~sual ly  in Allgust, Suptclnler or October--mostly in Sepbmber-and 
ell& nfter Dccoi~~ber, Ja~lutlry or Fobrunry, thus having au everngc duration 
of' fire or d i x  ~ O I I L ~ I H  ; tho " slaok " mason, when currency rctunle, u~unlly bogulu 
i t 1  Jnniiary, Fohrunry or March a i d  cxknds up to July, Augi~et or Scptcmher, 
the rtverngcr duratior~ being 8ix or Liercsl m o ~ t h ~ .  

In the pre-war gom, therc maH s fair meosnro of regularity in tho periodicity 
of tho busy and ulcok seaeonlr. But during the war y o m ,  the tide of ourrmiuy 
expansion re?li~lt,i og from st,eadiy growing Governmental outlays had ~ubmcrged 
the nenso~lnl ehh nlitl now or cume~~cy. Eowever, the month of July appeared to  
mark the bottom oT the slack wason, as despite the rieinp wartime trend in 
clurrency civculation, there waR a ret-~u'n of currency ul July 1W1, 1 M  and 1946. 
\iritli the end of the m r ,  itltho~lgh the tempo of currei~cy expmion ulackoned Rypre- 
cikbbly, the ~ c n ~ ~ ~ l t r l  factor did not immediatrly reappear and currency absorption 
W ~ R  110tict~i in t hc duck inollthvof Fcbruarj to h i n c  1946. Durhq,; 1946 47,thoretum 
of ai1rmnc:y from July to Septemhor 1948 and the absorption in the bu~y  8casou 
~nonths of Octohcr 1946 to Ynrcah 1947 inerktd the! Bcginningn of  a yrocese of return 
to normal uonditio~u and the rwppsrence of cunency  trend^ in conformity with 
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GRAPH 25 

MontHy Absorption or Retorn of Currency Smce September 1939 
IkMq Bumo horn rbnl R42 



tho rlor~nal masonal pattern. Thew tre~~clu smm to have asserted tlremselves mom 
f11lly (luring the year 1047-48, w11c11 a return of c m n c y  of Rg. 77.74 orores 
was witlieseed in the months of April to 8eptmmher 1947 and aa nb~orption of 
Ks. 127.73 crores during Octol8er 1947 to n k c h  1048, which period8 coincide 
with the nlack a ~ t d  LIIRY seasoils of the year. lu tho Illdian Union, the s e a a w ~ ~ l  
pattern was more or less maintnincd during 1948-40. 7'hc axpa~lsion of ourrfrltc> 
noticed during t#lle burry season of year coutinued during April 1'948, wt~c~l  
Rs. 14.71) crorcv were ubsorbod. This wrm l'ollowcd by a tetr~rn of clurency of 
Its. 715.14 crorce during the, period Mey to 8eptc:mlcr 1948, while the busy wason 
pied from October 1948 to 3l;~rc.il 194U showed nn abtrorption of currency ot' 
Rs. 48.20 croren. 

10.1.. Molrq  Supply.--'l'ctblu 38 ( A )  gives figunw of ruorley ~llpply witnli the 
public (uxa111dhll: amtr.11 coin) ~ J I  ~altii\-ideti India fur the period 1038-39 to 1947-45 
as on tho  last Friday of cach ymr, while Table 38 (B) uhom the monthly varitttio~rs 
in it~uncy i.lirpyly (cxclndi~lg snlall coin) ill tho Indian I.:nio~l (luring tho yoar 
1!)48-d!). 111 ttlc IL~RCIICC: of figtiretl of (;iroult~tiou of r u p c  coin, only \~nri&tio~lw in 
~t~oliey sttppIy are shown ill T~!)lt! :jH (A) for thc y c a r ~  1938-39 to 1041-42 (vide 
collllnn I . $ ) ,  while al)uolr~tc! fig~xrea of rnoucy supply, includiug the circulation of 
rnpw coill, nre given for t.he ~ubec?quclit years (,ri&, column 12). Tablt! 38 (B) gives 
vnri;rtioi~s in mollt.y supply in tho 1ntlia.n Vnion during 1948-39 011 a monthly 
hteais. nH it iu  not posnihle 1i) give t h o  t o h h  of money wpply crwinp to the nou- 
availnhility oi' ilct.ual Lig11rc.w of c~irc:trln.tion both of 11ot.m rind nipee coin in the 
Lidisn Vnion ~icparictcly rrom Pnkiettn~. For the purpoaecl of Table 38, nloncy 
icuppl~ is tctkc~~ as tho htnl  of ( 1 )  legill tender currency with the public (kt?.. notes 
itncl coin ill  c:irc:i~li\.t.io~~ nrinrrn 1101(:~ a11d coil1 held in (:overurnc~lt Tmmariea, ntiazm 
noties and coin held by ac*l~rdulr.d, rton-schdilled n.ad co-opmotivc! hanks) rtl~d 
(2) dernar~ii liat)ililiecr of ~ohedrrlcrl, nou-~chc?clnled anti co-oyar&ivc hanlw, ntnrr'nw 
~nter-bn:ik derr~und clryosit..r* plwa dcpo~itv with the Rorscwc Rank of Illdie 
cixcludi~rg Uioac of tlie Cc~:?tt~rrcl (;ovcrnrnel~t nnd hanke. Tho Central Oovernment's 
lloltlillg~ of' VIIPI'OIIC.~ a ~ i d  dcposit~ hare been excluded frdm' riioney ~cfipply, ~incc  
it itl poasit)le for C~ovcnu~icllt.~ to nxc! changes in thoir cash balances at3 instril- 
r~ le r~ t ,~  of nlollet.ury policy and ns tlw size of 8uc.h cash balnncex  doc^ 11ot gcnornllv 
inlhrunco tl.~c?ir cxpontljt~~rt! in the salne way rrs in the cam of irdividuals and 
~ ~ ~ ~ s i n c s s i ~ ~ o n .  MOTICY snp!,l;y aa defiried &l>ovc covers rill for1116 of cxchnnge media 
he111 hy thc lxthlic, i.e.. hp all tnlt.itics othcr than hanka and thc Central (;ovenl- 
~r~ellt.  

Tt wilt 11c. Gee11 fro111 Table :)B ( A )  tl18.t tha rnte of wttrtinlo ospnn~ion in money 
~(111)ply il l  ~itl(iivi(io(i l~itt i i l ,  after ro~~chi~lz  itrr penk in 1942-43, witnestled a ylbo8Cs- 
sivc cbolille clrtrin~ the u~~l.seq~~orlt war years, the additions to money supply 
being 35.1 lmr ca~lt i ~ t  1114:j-44, 18.7 per relit in 194.C-46 and 1H:4 ccnt in 5" 194.5-46. 3lo~lc.y s s l l ~ ~ ~ ~ l y  i~lc.rc,~xc-c{ t l ~ ~ r i ~ i g  the p a m  1939-40 to  1941-43 ~y Rs. 362 
cnroren ; by l i p .  4H.i crr>r.cn il l  1943-43, the year of poak cxprm~ion; t l ~ ~ d  b> RP. 981 
crcms during thc fn!lowing tlirce years 1943-44 to 1945-46, at thc cnd of which 
nioiicr ui~pply it1 inltlivided India stood ttt Rs. 2.179 crores. I n  1946-47, with 
an incr~nae of Rs. 31 crores to lit$. 1,358 ororrfi or 2.3 per w i t  in currelicy with 
the puhlic, mid with dopmit money remaining ilnohazyed a t  RE. 852 crorce, the 
u!~tvard trentl i1111,or~cy supply, in n process of adjustment. to pectcvtimo conditions, 
nould tt!q,r21 to have bccn halted in the firnt poat-wnr yenr. Money ~tlpply ~ l t o ~ d  
11t  R.s. 2,210 crows 11t the (and of' Maroh 1947 i+u compnrtni with Its. 2,179 croreb 
c~t t11c ond of 3larch 1941;. showing a rise of only 1.4 pex cont. T h i ~  wtte mainly 
r t  rrsl~lt of tlic nr~rtnilme~lt, iollomjng the terminnth of the ~WBT, -of the ciefcncc 

- - -- ---- -.- 
.b tho tikuv* in IULITK'C~ of inter-bank demand dopoeite are available only from July 

1!149, tb3su j ~ u v o  uut htt31l Inken into ncc:ormt in computiug the figurn6 of monuy Supply. 



TABLE 38(A).--MONEY 8UPPLVn IN UNDIVIDED INDIA 
(In crorss of rupeee) 

31srch Sfarch Mamh March March B I ~ I I .  
1939 1WO 104 1 1942 1943 1914 

I. Currency- 
1. In& noton in cimuletion . . 

3. Notes und aoiti with T 1 ~ 1 r i ~ t t  . . 
1. C!mh on hand of scl~eduled, non-scheduled 

and oo-operative barb$: . . . -  
5. C~armnoy with the public (excluding 

smell ooirr) (1 +2-3-4) . . . . . . 

11. Deposits-- 
7. Demand liebilitiew of whedu1ed.t non- 

ncheduled end oo-operative benh$S . . 
8. Deposita with the Reeerve Bank : 

(a) Deposits of t.he Central Government. 
(h)  Doposits of banb . . . . . . 
(c) Deposits of Other Governments . . 
(d) O t l w  deposits . . . . . . 

0. Depaita with the Reserve Bank exclud- 
ing those of tho Central hvomrnent and 
benka .. . . . . -. . . 

10. Deposit money with the public (7 +Q) . . 

111. 12. Money 8uwb with the public (excluding 
rmrll colm) (5+ f 0) . . . . . . 

13. Vac.i&ion in n w n q  suppbg u*h tlu public - 7 $ 80 +202 t-465 t 4 2 1  +303 +267 + 31 +I# 
--- --- - -- - - - -- .- . -- -- 

Note :---Figures are as on last Friday. Fiwm for Runna are excluded. 7 Exoludinp amail coin. 

5 R u p  tdn circulation ie availablo frour October 1043 onwar& ; ul) to M m h  1942 tho figurn lelate tn abeorptiox~ or mtwn of rupee coin. 
** October 1943. Relata to the I n h  'Vnion only. tt As on 1w.t dny of the month. 
j t  For mine pmiocls fipulea ~ l s t i n g  to non-ochedulcd btmks aim estimates, whilo figurea for March 1948 are for the Indim1 L-nion only ; tiguren rolstin~ to 

co.operative ba~lke are RS at the end of June ; theee are availablo up to Juuc 1847 only and have been aesmmd to be constsub tllnmnfter. 
t Inclusive of inter-l~nllk domand dclmits of whduled  brinks which are not available aeprately. 
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c x ~ ~ ' ~ ~ d i t l r r c  iilrlcrrcd by thc Govcri~mcnt of hdin  on t1lc.k own accountl Re wc11 as 
on behalf of t,he Allied (in\-ernn~ellts. S s  will be eoen from the f llowing Table, 
the process of djiiatment continued in the f i r ~ t  half of' the year 1947-48, which 
nlrso coincided with the sbck stmaoil period, ruoney s ~ ~ p p l y  rc?c?oeding hy Hs. 70 
crores to  Hs. 2,140 crorea & tho und of September 1947. 

This Grcnd, howcver. received a temporary eet-back during the latter half of 
1947-48, when nioncy ulipply recorded s e h r p  rise of 14s. 176 mom or 8 per cent. 
Apart from the rcqliircmcnts of the busy season, the riee was partly due to the 
hoavy Goven~mental oi~tlnys followillg tho Partition turd partly to the gradual 
widciling of the free sector of intervltl trado followjng the adopt io~~ by Covenl- 
ment of the polioy of' decontrol in Doccmbor l(947. T)r~rillg the period October 
1947 t.o Bbrch 1948, the (hntrnl Oovcmnicnt's deposits with thc Bcscrve Bank 
of India declir~ed by He. 66 crores to RR. 320 cmrefi. The currency and dcpo~it  
nloney with the publio wont up respectively by &. 131 croree and Rs. 45 crorefi 
to RR. 1,400 morcd and Rs. 907 crores. In the result, money supply during 1947-48 
showed a net i l~crea~a of Rw. 106 crom, risi~lg from RR. 2,210 c.roros a t  the end 
of March 1947 to Hs. 2.31 8 croros a t  ihc cnd of Mal-ch 1948. 

During the yenr 1948-4!), mouey supply in the Iadiml I'uion (vide Tablo 
38 (R) ) showed a net contraction of about Rs. 12 croroe. I n  tho first two 
~nonthe of the gear, uiz., April and May, moncy supply rouc by RR. 48 crorcs 
reflecting mainly a oontinnancc o f  the trcnd witnm~ed during the hnlf ycar 
immrdiately preceding. Tho lipwnrd trcnd, however, W ~ R  mvemed in J i ~ n e  nnd 
money supply continlid to  dwline drlring the silooeeding three months, reflecting 
partly tho impact of the slack eoason and partly the repercuesione of tho Govern- 
mcnt'w policy of di~inflatioll adopted since the end of July. The declirle, of Rs. 70 
crores in money s~lpply during the four moilths Juuc to Scptcmbcr wae madc up 
of a fall of RY. 74 crores in cumnoy in circulation with the pi~blic and n rise of 
Its. 4 orom in depo8it monny owned by tho public. Thm, daring tho hnlf year 
onded 8epte111her 11948, there was n, net decline in money eupply of about Hs. 22 
crores. During the latter half of the year from October 1948 to March 1M9, 
which witnessed the i~litietion by Government of their Anti-inflation Propamme 
of 4th October and its iniylemonttrtion, them wae a not increase: in moncy supply 
of' ~boirt  R,s. 10 crores. ?luring tho% monthe, cumncy in tho hands of thc pi~hlic 
rocorded rt compsrtltively moderats incrcnec of about .Rs. 52 aroms, whilc dcposit 
money with them rnoved down by RR 42 crorcu. Mclncy ~ i ~ p p l y  uhowed nn increase 
01' Rs. 41 crorce iluri~lg t,he rnonthrs of Oct.ober and 1)ecernler 1948 ~ n d  E'ebruary 
an.d T+fnrtrh 1049, which was l~nttidIy offwt. by a decline of Rrc. 31 cruree during 
November I IM.8 and danilary 1949. Tluring thc yo= as n wholc, money  upp ply in tIlle 
Indian Union uhowed e not decline of about Ru. 12 cram, whioh wm almost 
wholly ttoaou~lted for by e decline in cnrrency, deposit money with the public 
remaining virtually unchanged ovex thc year. It will be noticed that the decline 
in demand liabilitiee of bnnke during the year of Els. 38 oroms wns offset. hy a 
rise in " Other Depo~ite " and " Deposita of Other Clvernmenta " with the, 
Rosrrve Bank of Re. 54 croren and RA. 4 mores mpeotively. Central (hvern~~ient  
doposits with tho Reserve Bank di~ring the year showed a nhnrp decli~le of 
Rs. 84 erorcs. 





TABLE 39.-TREND8 I N  NOTE CIRCULATION AND DEMAND DEPOSITS OF SCHEDULED BANKS 

(Amount in c r o w  of rupees) 
1939-40 1040-41 1R41-42 1842-43 1M3-44 1944-46 1M5-46 1046-47 1947-48 1948-49 

2. Increaaqldecreese over 
thepre\ioushalf-yew. I5 32 - 8 24 7 114 111 181 116 143 59 144 37 77 4 1  54 -61 

I 
130 1 -56 45 

1 

1. India notea in cireu. 
lation .. 193 221 217 241 368 491 614 760 8S2 941 1,085 1,142 1,219 1,188 1,241 1,174 1,304 

4. P m J a n s  inomam/&- 
el 
rg 

r r a v e  over the pmriorca 
ycar .. .. .. 26 7 6s 69 at 23 12 iJ :i 

.. . . 

5. U ~ a n d d . p d t 8 1  .. 132 I43 168 112 908 226 314 3 4  468 524 688 597 645 701 748 661 699 749 1 088 631 
! 

I 

6. Incmao/decreeee ovor 
tb p~'evioua Ilalf-year. 7 11 15 14 34 18 89 UO 84 66 64 0 48 3 J  47 -67 18 60 , 18 -57 

! 8.  Peree?ctags incrwac/&- 
cmWE over Ilu pmmus I 

I 

yca . . . .  . # 14 20 8.l 68 10 " 14 l7 , - 3 I 
10 I - 6 

So& :-&Sgurorr arc as 011  laat Friday. llakr for 1948-49 relate to the Indian Ullion ; tho= for earlier ye- roleto to undivitld Indin. 

i Inclusive cd inter-bank chma~ttl:depooits. 



105. Tread# in NOte C i r c a i o n  a d  Damand &pmi&.-Tablo 39 givcs 
aon~parcltivc figurcs for undivided India of thc change8 ill note circtilation slid 
scht:dulod banks' demand deposita (including inter-bank denland deposita) from 
1939-40 to 1947-48 and those for the Indian Union for the year 1948-40. 

T t  will be seen that, nnderlying the general upward trend in monetary circula- 
tion during the war yearn, there was o relatively p a t e r  increase in demand 
depo"ta t h m  in note circulation during the firat half of the yenr which llsually 
corretlponds to tho slack season in t r d e ,  and viw uerm in the ~econd half which 
corre~ponde to thc butly aeason. Deposits witneused n, continlions rise during the 

- .  the rate of inmuse, unlike $no& o i r c u b t q  *y$w.p$dwh$  ,*-.:. .- --. ......., 
slack soeaon thbn 'duriiuc the l~uev'  emwon. O i  the o her h m  no alrcu a on 
moved up mote rapidly &wing the busy aeason than during the slack mason except 
in 1943-44. On t h e  whole, the circulation of notcs increased faster than domand 
depoeita during the wnr. b r i n g  the years 1939-40 to  1M5-46, notcs in circulatio~i 
moved up hy about six tinlea to Rs. 1,210 ororea, while demand dcpoaita row by 
over four and x half times to  RR. 701 croreY. 

-4fter the end of the war, a dcaline in note circulation has boen noticed in 
the deck season and a riee in the bnay season. L)llring tho first poet-war ycar 
194647, there wen a reduction of 3 per cent in note circulation in tho slack scason 
H I I ~  HJI i~lcreaxe of 5 per cent in the butzy season. On tho othcr hand, deposits 
incroeecd by 7 per cent in the elauk w o n  d deama8ed by 9 prmt in the 
b ~ i ~ y  wAaon. lhr ing 1947-48, the pattern of the twatlvm1 trend wes maintained 
in mpect  of note c.irci~lntion, tho slack wmon rcturn and the busy mawn absorp- 
tion being 5 per cent and 11 per cent resptively. T)eposits, uulike in 1946-47, 
conthued to rim throughout the year, evincing a greater rate of expansion in thc 
b ~ ~ s y  scneon, oiz., 7 per cent t h m  in the elack season, uiz., 3 pcr cent. 

Similarly clitring 1W8-49, the return of notes in the Indian Cnion in t.bc alnok 
wnson morkod out at- Rs. 55 crores aud the ebaorpt.ion in the busy mason ut 
Ra. 45 crores. I)c-poaite ehowod n riw of 3 per  cent in the alack maRon and a decline 
of 8 per cont in the busy scnson. 

2 . % -  , 1.. s. 

B. MISCELLANEOUS MATTERS CONNECTED WITH CURRENCY 
AND COINAGE 

106. Chngca in tJw Y m n  of India Notee.-During 1948-49, no alterations 
wen, made in respect of paper, siee, colonr, otc., of India notee of the variow 
denominations (including Government of India one rupee notea) issued by the 
Roncwc Bank of India. The B d ' e  O f f i c ~  a t  Dclhi, howcvcr, issued, with effect 
from May 1M8, notee of the denomination of Ra. 100 with the word " Delhi " 
printed an the cumnt  pattern of notes of this denomination, coneequent on the 
wtabliahment in llocombcr 1047, of B full-fledged Iesuc Office of the Bank a t  
Delhi. 

107. Cudion of real  Tender Character of India Nojej in Rum.-By a 
~lotiiioation issued on 29th Octobor, 1941 by the Government of Burma undcr 
the provisions of the India and Burmn (Burma Monetary A~mgementR) Order 
1937, " India " ndee other than (lovenmont of India one rupee notea (i.e., 
currency notes of the Qovernment of Indie and Bank notee of the Beeerne Bank 
of India not marked " Legal Tender in Burma only ") bad o w e d  t o  be legal 
tender in Unrma after 31th March, 1942. Subsequently, however, the legal tender 
character of theae notos in Burma waa revived by a proclamation iaaued on let  
May, 1945 by the Snprcmo Allied Commander of the 8011th Emt  Aaie Command. 
In  terme of thia pr~clmrnation~ " India " notes of dl denominations were agein 



declared legal tender in Burma along with other specified currency notea cinndating 
in Burma. In view of tho attainment of politioal independence by Burma and the 
termination of the joint monetary arrangemontr, bd-n India end Burma on 
31 st March, 1847, the Government of Burme decidod to terminate, with offect 
from 1st July, 1048, the legal tender ohsracter in Burma of " India " notee and 
(iovernment of India one rupee notea withomt the mpemcription " 3,egal TanQr 
in Burma only." 

108. E n c ~ h m e n t ~ o f  Rumma N&.-In January 1942, the Offioee of the 
Reeerve Bank of India were authorid to encaah Burma notee at u &count of 
one half of one per oent, witb a minimum of asnaa eight per tender, and a Preslr 
Commu?~que regarding thia wan i~uued by the Bank on 3rd January, 1942. Subse- 
quently, certain branohee of the Imperid Bank of India and eome of the Treaeuriea 
were &o authoriaed to enoeeh Burme notee on the name term8 in order to enable 
the Burma ref- to rediee the value of theee notm without dficalty. Under 
the Burma.Notea Ordinance dated 6th June, 1942, the Bank wae prohibited from 
making payment of Burma notes except with the authoriaation of the Government 
of M a ,  though encaahment of Burma notee waa to continue rs before, the Bank 
acting as agenta of the Government of India. These fmilitios with alight modsca- 
tiona from time 10 time, as to the officen whero the facilities were to be made 
available, the rate at  which exchanges were to be mede, and the limit up to which 
exchanges were permitted, have been continued by mangemenba anted into 
by the Qovernmont of India with the Britiah Military Adminietration snd the 
Government of Rums. 

Cjtr; During 1948-49, the faailitiee for cncashment of Burma currency notes (i.c., 
old Burma notes, Britieh Militwy Adminietration notee snd Bmoa Currer~uy 
Board notea) continued to be provided in India at  the following centres : 

(u) Officea of the Reserve Rank at Bombay, Caloutta and Mdrac ; 
(b) Ofices of the Imperial Bank of India at Vizagapetam, Cochin, Tuticorin 

and Negspatsm ; . ..., . .  -I-a. .. a +. . 
(c) Treaeuriee a t  Kokima, Aijd end the 8ub-Troaaury a t  Margherita in 

Aemm and at Port Blair. 

Tn addition, with a view to meeting the clonveniencx of the poor ropatristeu 
from Burma, wangementa wero made in Mamh 1949 to exchange Burma note. 
at the quayu at CaJcutta, Madrne and Vbagepatarn. 

Duriug the year, enwhments oontinued to bo reetrioted to a maximum of 
Rs. 100 in the c u e  of adult tenderem and Re. 60 in the case of minore under 12 
years. The oommieeion ohrugeable was 4 m a e  per cent with s minimum of J 
Btlnes per tender, ~xoept in Beeem, where due fo'aped@ O'daditToiQirbvailing, 
enceehmenta were made at par. The total amount of Burme notes (i.e., old Burma 
notea, British Military Administration notee and Burma Currenoy Board noten) 
encaahed during 1948-49 amounted to  Re. 41),60,310 am yainat Rs. 1,02,88,898 
during 1947-48, the total velue of them notos tend& liinoe January 1942, whet1 
e~icashment facilitiea were first provided, aggregating Re. 26,70,21,326. 

109. E n c a a ~ n t  of P a W n  N&.-I'ollowing the termination of the 
joint monetary errangementa between India and Pakish  facilitiea went provided 
with effect from 20th July, 1948 for the encaehment of Pakistan notes at 
the officen of the Reserve Bank a t  Bombay, Caloutta, Miubae, Delhi and 
Kanpur main1y;for the convenience of travellore. The uommimsion oheuge~ble 
waa 4 &nnl~1( per ceut, with a minimum of 4 amas por tender. The Bank'a offiow 
were also author id  to eelt at par 8nd without limit Pakistan noten to the public 



with effect from 25th September, 1948. From 11th February, 1949, however, the 
facility for the enoaehment of Pakiatm no& hae b n  matrioted to a maximum 
of' Rs. 100 per pcraon, when the rete of com~nission wae elso rdwd fmm 4 annes 
to 8 annolr per cent with a miniinurn of 4 ennee. The total amount of Pakiefesl 
tloteu purohaued and sold at the offioerr of the Reserve Bank of lndia up to 25th 
Mmoh, 1949 were Re. 90,13,304 and Ha. 67,89,014 respectively. 

110. Old Noh.-Sootion 34 of the Reserve Bank of India Act provides 
t.hat any currency note or Bank note, which has not h e n  presented for payment 
within 40 yoara from ita data of issue, ehall be doemed to be no longer in oircnlation. 
The value of currency noteu written off under this Baction during 1948-49 amounted 
to Re. 1,08,170 compared with Re. 1,10,080 in the pmvioue year (vide Tabla 
below). Notee amounting to Re. 13,480, which had been previoudy written off 
under this Secrtion, were premnted for payment and were paid by the Banking 
Deportmant of the Be]& during the year. The following Tsble giveu t h e  value 
of nobe writton off and refunded ovnr tho paet threo yoere. 

1946-47 1947-48 I WU.48 
Value of Notaw written off at the end of 

the year . . . . . . . . 1,77,490 1,10,089 I ,08,17r) 
V a l ~ ~ n  of Niltea refunded during the yew. . 1.82.40U 24,820 13,480 

1 1  1. Loat, Ileettvyed and Mutiluted N&.--The Table below gives deteik 
of' lont or wholly destroyed, half and mutilated notes in mapert of which olai~us 
welv admitted during the year. 

No. of 
nlcimn 

admitt.crr.l 

NO. t ~ f '  hnouut A~lrounL 
plevn* uf olrirrm pairt 

admitted ageinut 
u l a i r ~  

Ha. Re. 
98 I B8.200 26.0Na 

3,587 - 3,87,t)W. -. M.W 

L!nragiabmed (L)anomiuubiu~u, of Ho. I 
to He. 10) . . . . . . . . 63,644 3,97.120 s%.2&23S 19,Bl.lls 

(:overntnent of lndia one rupee notat.. 11,473 . 4.k3,671! 4.18.572 3,OL).?i)7 
- .  - - .- _- __-.__.-_-__-.__-.--.- _ -.---- --.- - - 

Noh ; -.Hxuludilrg Hguren for the L ) m s  c h l e ;  hone in rewpac~t of K c c ~ w l ~ i  and Lahol*, 
r.ilv:isa relate k, the r[utrrter ended d ~ ~ n a  1848 only. 

* Kepmwntt, amount paid during 1948-40 i r ~  nrupect of oldmr uknitM iu previoua yeurn. 

112. N d e  Forgeries.-Tha total number of forged notea (inoluding Uovenl- 
ment of India one rupee notee) mceived during the yeel. wm 11,220 (vide 
Table below) BA compared with 13,667 in 1947-48: The distrililtion of note forge- 
iwn wcorrliilg to denominations for the k t  three yesrm in given helow. 

r 
He.1 He.1 . Us. HM. Rr. Ra. Ha. Hr. 

 yen^. Old C:ovem- :! t 10 SU 100 600 1.000 
S c lieu ment of 

lndia 
Notes 

1916-47 . . - 1,537 f6U 831 7,!22W - I S  - 1 

1947-48 . . - 1,874 15W I,UU7 10,238 - 1 W - - 
24 1948-4Q* . . 1 J.ri0 176 I (1.571 - 1 - . . . - - -- - - - - -- - -- ,- -- - - . . . . - -. . . . . . . - . - - -. - - ... --- -- 

* Excluaiva of Iigurda for thu Duvucl uirole ; thoaa in respeot (sf  Karac!hi a& WQW 
relate to  the quurter elldud . Y I I I I ~ !  194R unly. 



The number of forged notee reoeived during the year regietered an inoreaue 
in dl denominations, excepting Re. 10 denomination. However, as during the 
preceding two yenra, tho largest number of forgeries wae in reapect of Rs. 10 
notes, which during tho year amounted to  58.6 per clont of the total. Forgeries 
in respect of thie denomination mceived in the Cslcntfa and Kanpur Office8 
numbered 2,922 and 1,213 reeptively or 44.4 per aent and 18.6 per oent. Forge- 
ries in the &vernment of India one rupee note8 aggregated 2,MH) or 22.8 per 
cent of the total. The number of forged l~otcvr of all denorninetiom detected 
amounted t o  6,434 in Calcutta, l ,M8 i n  Kanpur, 1,134 in Bornbey and 1,088 in 
Madras. The following Table givea certain particularn regarding prowc~t~iom 01; 

rtcbc~onnt of forgeria for tho past three yesre. 

Pending 
Bhah at the Total Dis- Con- 

Year prunecu- end of tho trlrln ch- vintiom Pendiuy 
ti- previous 

3'-r 
1916.47 . . . , . . 41 50 W) 13 10 67 

1947-44 . . . .  M 67 9 1 16 19 67 

1~48.40* . . . . a4 57 91 u a4 QJ 
. . . - . - - - - . . . . . - . . . . . ----.--- 

* F:xolnsive of H g 1 1 m  for the K d  and Damn cimlen ; thorn in rerrpect of bl~e l.e\toro 
rircle relate to the qilerter ended J~lne lB48 ody.  

113. C'oinuge.--Statement XLIX givos ~ni~ltage of India rupee coin since 
183[i. H U ~ B H  were not minted between 1922 and 1940. India r u p  coin minted 
during 1948 amounted to Ra. 6.74 cmm against RH. 10.26 t:roreu iu 1947 and 
Re. 3.49 &ow in 1046. The following Table show8 the %inbgd"bT Indicl rupee 
c:oi~i bud the varioue denomination8 of India small coin during 1948-49 at the 
Bornbey and Calcutta Mints. 

TABLE 40"- MINTABE OF INOIA RUPEE8 AND SMALL WIN BY DENOMINATION0 

Nickel Rupeon . . 
,, tielf H11pr 

.. Quarter Hupeea 
,, Two Anrrrrb.. 

., h e  Anna . . 
,, Half Annu . . 

Siriglo Piu, . . 
Totrl . .  

Hombay Mint 
Re. 0. 

. . 6,41,58.000 1) - 

. . I .  IO.60.OUO 11 

. . l,IU,U0,000 0 

. . 88,88,6W) U 

. . L4,49,'2U) 0 

. . 4,47,6lM# I1 

. . 2,09,20(3 U 

. - 8,w,oo,rro 0 

Tutvl 
Re. a. 

G.42,61.UUU V 

I . I Y , ~ , U O U  IJ 

I,IU.W,OUU r) 

49,17,600 0 

48,01,UVO 0 

28,68,260 0 

14.08,OOO 0 

, 7 3 6 0  0 

The isaue of quaternary (silver) rupee coin waa disoontinued from the end 
of May 1946. The mintege of India n i U  rupees during the year 1948-49 amounted 
to Rn. 6,42,68,000 se agdnet Re. 11,61,39,000 during 19474,  the total mintage  
of tbem coins eihce April 1947, when they were k t  rnintdCrup to 'tlie end of 
March 1949 amounting b RB. 16,93,96,000. Of the fob1 rninhge of He. 9.13 
orores during the year uader review, amall ooin acoonnted for Re. 3.70 orow 
or 41 per cent, aw q a i u e t  32 per oent out of 8n eggregate mintw of Rs. 16.94 
crorea in 1947-48. 



Niokel-brass coim of the denominations of two annae, one axme and half 
enna, which were h t  ieeued early in 1042 LUW being replaoed by tbeir Lupro- 
rtickel counterpettR. 

The mintage of Pakistan r u p  and small coin by Indie Govemmmt Mints 
which wan undertaken in January 1948 was discontinued from O c b k  1948. 
Pakistan niokel rupee coin of the value of Re. 1.00 crore were minted at the Bombay 
Mint betwwn January end March 1948. There wes no mintage of Pakistan 
rupees during 1048-49. YeLiatm emall ooin, however, continued fo be minted 
up to the endof 8eptemhr 1848, the coinege during the yeat amounting to RE. 1 -90 
urorcs. Tho amount of Pakietam emdl ooin minted at the ;Bombay and Celoutta 
Mints since .January 1948 totelled Re. 2.48 ororee. The following Table shown 
tho mintage (denomination-wise) of Pakiatan smell aoin at the India Government 
Minta during the period April to Ebptember 1948. 

TABLE 41.-.MINTABE OF PAKISTAN SMALL COIN BY DENOMIIATIONO 

I)eno~ninatio~r Hornleg Miut 
%. r. 

Niakul Half Rupm . . 20.82,UoO !I 

, Qurtar  Rupene . . 26.76,OUU O 

,, Two Altoan . . ~o.~o .M)~)  o 
.. Orru Alma . . . . J(i,!W,M)O 0 ., Half Anna . . . . 9.19,MH) O 

Siugle Yicm .. . . 4,%4*000 . 4) .  

(!~lcut&a Miut 
Ru. a. 

16,lG,2WJ 0 

24,13,933 IS 

ro,ra,znr) 0 

16.U1,250 0 

U,SO,437 8 
4.x1,m u .. 

TOM . . 1,04,7rpoO 0 8U$t,,btt 4 l,W,e,471 4 

114. W i M a t d  of ,Silver (.bin.--All Viotoria and King Edward VIX rupee 
and half rupee ooina were withdrawn with effect from let April, 1941 and 31et 
May, 1942 reepeotively and King George V and King George VI stsnderd eilver 
rupees and half mpme were ualled back with effect from 1st May, 1943. The 
omount of rupee coin withdrawn from cirooletion during the laet t h m  years in 
given blow. 

(In lrkhr of rupeeu) 
1940.47 l W~.~X 1 W - 4 9  

William IV 1836 . . . . . . . . - - - 
Queen Viatoria 1840 . . . . . . 0.01 - - 
Bttudard Silver Hupm . . . . . . 2.81 0.61 0 .30  

Other uncurrent win . . . . . . 0.11 0. LIO 0.42 
Defeotive Quaturnery R u p n  . . . . 0.17 16.82 0.07 

Under the Indian Ooinage (Amendment) Aot 1018, stendard eilver two snna 
art, no longer coined and iesud. The aoin, however, oonttn~ea~to be legal 

tender. The standard Bilver four snna ooin also oontinuea to be legel tender. 

115. Withdrawd of Cupro-nickel and Copper Coin.-Eight m e  cnpro. 
nickel mine were withdrswn under Section l5A of the Indian Coinage Aot 1806, 
with effcct from let October, 1924, end are now received at the h e  OBoos 
only. Double pica coim ere 8160 being withdrawn from oiruulation and are recwived 



st the Treasuries end the Issue Offim. The tatel nominal velue of unourrent 
coin and badly worn md defeoed nickel, aopper and braas ooine withdrawn from 
airanletion during the year was M follows :- 

RR. a. p. 

Cupm-nioknl* e i ~ h t  enna . . . . . . 
Uncture~~t Coin . . 

Rmrw, double piae . . . . . . . .  

H d l y  worn and 
defwsd niukel, 
uopper mid bmna 
tU)III 

- ch1pro-nicLel+-/4/- . . . . . . . .  
Niokel-bnus end cupro-nickel win- 

-121- pieaw . . . . . . . . 
-N. *, . . . . . . . . 
-If ., . . . . . . . . 

1 Pie p i m ~  . . . . . . . . . . 
Tow . . 

* Inclutlm won1 ot!L pure ninkel ~roiux. 

116. f?ountcrfeit C!oin.-The following Table give8 the number of coilnterfeit 
coin by denorninetione oiit at Treaeurion and milway ~trrtions during the three 
;yearn 1946-47 to 1848-49. 

10441-47 1847-48 1 948 -49 
Silver Nitikcl Hilvor Ninkel Silver Nidol 
4- - \ 

H u ~ r  . . . . . . 7.846 - 9,lGR 7R ' g.742 * - 1,291 
Half Ritlmnn . . . . !).a83 388 13.361 I,R66 10,817 4.lOR 
Quluter Rt~pmn . . . . 10.783 3.787 13,052 4,320 11,381 7.7W2 
Eighth Rupoos . . . . 81 89,821 301 78.774 1,393 1.03.069 
One Anna . . . . - 8,705 A 7,836 10,095 
Half Anna . . . . - RJ - 66 - 20 

T a l l  . . . . n,m 2 wm oop2o u,nj r,za,ou 
Noh.-Figurea for 11)4B-49 relato to Che Indian Union ; earlier til~llmn rnlate to wdividod 

L~dis.. 



STATEMENT I 
INDEX NUMBERS OF WHOLESALE PRICES IN INIIIA BY (;ROTIPS OF ARTICLES AND 

GOST OF I J ~ ~ ~ ~ ~  5 IN BOMBAY 
( S m ~ m  : Ofhau of the Eoonomio Advieer to the Qovenrmont of Io&a) 

(Average of weekly J ~ ~ T L T P A )  

(Heferenc~ prctgraph 24) 
(A) ILWIITIVE 8LRIE8 

( R n r c  : W ~ e k  ended l9tJ1 Angust. lna8 ;L lrm) 
A - -- 7 r 

AgFimiltruml Raw Primary, hnufaoI- ~Nef * B O ~ I  Cdiof  
Tee r C m n m d ~ -  Mnterids Commodl- tsurrwl Articlw of Index t Lhb& 

hien tien Artialnn Expod t ( Rombav) 
lU3V 4 0  . . . . 127.6' l1W.H' 124.2' 131.5' 130.n4  IS.^' I0h 
IMO.41 . .  108.6 121.6 113.4 119.8 114 1 114.8 109 
1041-42 . . .. 124.2 146.Q la2.6  154.6 137.3 137.0 124 
1942-43 . , .. 166.2 I66.I I66 0 1W.4 111.7 171 . O  166 
1943 44 . . . . 268 7 186.0 232 5 251 7 238.4 238.6 226 
1044-45 . . . . 266 4 206.1) 240.5 B5R 3 243. n 244.2 226 
1045-46 . .. 2 7 2 6  210 4 1  246.2 24U 0 248. C 244.6 228 
1940 47 . . 313 R 235.3 2 ~ 0 . n  269 I OB(i.8 271 4 262 
1847 4n . . . 366.9 2M. 1) 312.6 287.6 307.0 268 

(B) OENERAL WRCOllE 8ERIE8 
(RIM : Ysnr ended Auguet 1839=-- 100) 

c--- - ---d--- -- --- ---- -7 
Y car and Food 1ndusl.rirl &mi-Menu- Manufao. MiweIlene. a n e n 1  Coat. ~f 
Month Artidea Raw f ~ t d  tyed ow Index r*iving$ 

Materiolr Artialen Artrcle~ (Bombay) 
IR47.48 . . .. 308.1 377.6 261 - 6  286.4 466.2 3 a . B  
1968-49 . . . .  38-2.9 844.8 327.3 :UO,I .i'25.2 378.2 g :: 
qlannary In47 . . 290.6 343 3 341.2 272.0 491.6  990.6 254 
Fchrurry . . . 290 I 362.1 242.2 272.7 497 4 999.2 2M, 
Y8n-h ,, . . 286.2 362.9 248.9 270.0 489. R 293.1 280 
Apr~l , . 279.0 366.2 249.7 270. I 467.6 Us@ 207 
May ,, .. 378.6 162.6 24R. 0 271.6 4 N . I  -14. 
.rune ,. .. 287.4 361.6 2611.7 273. ri 474.0 LM.2 
.IIII~ ,, . .  2 ~ 1 . 6  371 . o  250 n 274.8 449.8 m.7 
Auguet ,, . . 207.8 366.6 868.3 280.2 466.6 301.4 

!3M 
265 
ZB I 
270 

%tSmber ,, . . 096.2 371 .fi 268.1 282.6 467. A 302 4 286 
Octobsr ,, . . z96.S 378.6 266.8 SR3.b 408.2 303. L 
November ., . . 294.8 377.0 262.6 288.2 M 0 . 8  3W.0 
Dember . . 321.1 394 7 269.0 204.8 464 2 314.9 

t 
271 

.~anusry ldk8 .. 347.7 403.8 272.9 292.8 456.7 329.1 ' B R  
Fehruarg , . . 348.6 404.8 203.0 321 . I  429.6 342.3 b63 
Mnmh ,, . . 347.1 307.7 286.8 324.3 448.7 340.7 ,270 
April ,, .. 348.8 414.6 29R. R 326.7 478.5 347.8 277 
May , . . 367.6 4 U . a  317.9 861 .O 604.2 367.2 278 
Juae .. .. 377.0 461.6 823.4 370.8 6W,O am3 293 
July , .. 390.7 449.0 538.2 370.8 637.3 S8S.6 207 
~uguet ,, . . 397.7 438.1 330.7 363.0 632.6 w.8 308 
hptomber ,, . . 186.6 436.1 340.2 148.1 631.1 382.3 308 
Ootober , . . 393. I 436.7 340.3 347.7 647.8 381 -7 aoo 
November ., . . 394. I 440.3 340.9 348.8 48.0 3a2.2 302 
Decsmber . . 397.5 467.7 328.3 M7.6 383 .8 

389.2 378.1 
310 

January 140 . . 388.3 460.6 324.8 301 
February .. . . 383.8 467.3 322.1 330.1 24 .3  3 n . 0  29% 
M - O ~  ,, . . ~ 7 6 . 6  462.8 322.4 a20. 4 16 .8  3 n . t  = 296 
- - -- ---- - - - -- - - . .- - 

t Dimcontinued from April 1047. Beven months ended Maroh 1940. 
3 Ubcontiuuerl from April 1948. 
MonWy indim-Bcue : A* 1939= 100 ; m u a l  figumm us averagw of monthly indtoss ; Sou+c6 : "Bombay 

Llrbaur Custta". > - A -- - 
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STATEMENT II 

(Reference paragrqh 28) 
9 (In lakha of rupees) 

lert-r, h 

Re- Total kluo, Re- i, Total - 
lrnpo* Exports eqmr(r Erporta d Month Imp- Exports expo* Erporta r) 

T n l r  Tnl ,  

38,O-2 26,33 56 26,$9 -10.13 . . April . . .. 2@,7Y 38.76 1.w 3846 + w 
41,QS 35.75 44 36.17 - 6 . . 3rey . . . . 4 5 3  30.86 6s ' 31.63 - 1 1 . 1  

& 

E 43.07 2 8 , s  35 28.64 - 1480 .. JUIY . . . . 40.56 33,30 sl r 38.82 - 1 . n  

ma 3o,3t 07 31.29 - 407 . . A w t  .. 4a.w 33.33 s64. 33.83 - I B ~  

88.80 33.66 54 34.11 -&70 .. September .. 39.11 3L87 36 " 35.13 - 3,N 
*' 

88- 35.49 05 36,24 + 2,89 . . October . . 35.13 ~ 2 . ~ 6  26 . 32.52 - 
s 2 3  34, I4 79 34.94 + . . November . . 42.22 36-59 37.19 - 5 p l  

Sass 32 30.83 2.64 i .  December . . 46.M 34.79 35.21 -1OJ4 

N#b .-F+ up to the end & ~ e b -  1048 M on e &pa&ition beeir (is.. for udh4ded India). but tho- the porh of -hi rad 
b a s  been maladed from 1st and 15th Augwit. 1947 r)rpsotively. Since Mrch 1@48, the data have been a post-partition bssir 

s tbs ma-boxne tnrde of the Indian Uniod with Pakistsn). Sea-born trade of Kutch hr9 been Juw 1948. 
h a  .borne trde only. 
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STATEMENT I V  

W d  lplr tlne bk) aormigm 
r A --- 

C- - entiraetedatoclw 
Swl .  R~mmm?r~** of gold 

A A 

7 7 - + in Bombrytt 
Righest I.uwset Average+ w h e a t  Lowwt. Avars~(sf Hiqhwt Lnaeot . Avsrqpt  

R 8 . a . p .  R % - a . p .  Ra. e . p .  H%. n . p .  Re. e.p. H 3 . a . p .  R3. a . p .  Rd. B . P ' B s .  O . P .  ( T o w  

April . . I 1 7  4 u 11310 *) 115 8 9 117 4 0  111 8 U 11; S 6 74 Y 0 72 8 0 73 9 1 0  &).oh 
(50) (5) (w) (2) (29 & 30) (61 

May . . i is 8 o 11410  u 116 2 3 118 a e 112 o 0 116 0 3 is a o 74 o 11 7 4 1 1  s u),m)rb 
(6) (22) (5) (34) (IJ, k k 31) (17 & 2Y) 

Junt . . l l 6 1 2  0 113 8 0 116 4 5 116 6 0 113 Y 0' 1 1 4 1 3 1 0 *  76 6 O 75 0 0 7.5 311) 45,001) 
(11) (21) (11) (21) (12) (21 k 33) 

J ~ Y  .. 1 5 0 110 3 0 113 7 3 114 14 0' 101 14 0' 11:) 1) 5' 75 8 0 74 S 0 > 74 14 8 50.800 
(1) (a) (a (20) (3) ( N j  . 

A- .. 121 ,O 0 111 14 O 114 10 1 114 4 U* 110 4 O w  112 3 1- 7D 3 74 12 0 7; 12 5 3631ir) 
0" (31) (6) (au  (23) (31) (6,7.9& 101.1 

&ptemhr..lXl 0 0 112 4 0 115 0 7 116 0 U *  112 4 0. 11313  4. 79 3 6) 76 0 0 77 0 8 36,213) 
(1) (23) (16) (23) i l )  (7) 

Ootobet . . I 1 6  0 0  113 3 0 11410 0 114 i 0 11212  0 11312 I* 7 6 1 2  0 75 4 0  7 5 1 4  5 3 1 .WMI 
(6 7) (28) (16) (g6) (3) (18 & fa) 

N m b e r  .. 114 1 0 112 5 O 113 2 4 I18 11 0 Ili? 0 0 112 11 li) 78 d 0 76 4 0 75 It) B 315.000 
(15) (m) (13) (20) ( 3  & 4) (8.9.20.25. t?, 

29 & 31)) 
-r . . I 1 4  5 U 112 6 0 113 fJ 1 113 9 0 112 1 U 11214 9 75 8 !, 73 4 0 74 $ 1 0  30.000 

(6 7) (24) (2, a ac 7) (17) (5)  (22-24, tI 
& 28) 

January . 1 4 0 11212  6 1 1 4 1 4  3 i 5  11 I) 14 0 O g  14 6 3 28,000 
(29) (6 a 7) (2s at %e) (7. 11-14 k 

February ..11@ 2 0 117 0 O 11712  1 76 4 IJ 75 2 75 19 I [  W2.W) 
(17- 19) (7 & 8) ( Y . I I d i 8 )  (S&O;k 

~ u o h  . . L I B  1 0  103 o o 112 s 8 73 a r, 68 a 0 %  73 8 u 53,150 
(6)  (f 3) ( 4) 

~ t m  ~ n a c l r y ~ ~  prla M gold in the U ~ W  ~tatm m n  rnchmW at MS par am wm. i 
Thr T~UBIIV'B Ooylr# prim e( gold in &don nuinl athamgad at i 8-12-3 per Jlar ouncr. ;, 

Figurea within b d  refa to dates of quotatiom + Avemga of closing qwtetlolrr lor working h y a .  *e  PortPdgbtly, tt Avetaqa of wwk-ead 
titooh. *Unoflioial; t h  were no utnc~el foraad creru~ticrua tiom 12th .Tun9 to 12th 3ctohsr, 1949. Harkst t'cp forward buainnw aloaed after 
18th December. 1948. f 

li 
.4 3 
t 



HIQHEST, LOWEST AND AVERAGE (ANNUAL) SPOT PRICEY OF GOLD AND YUVER 
J24 BOM~AY SINCE 1926-2'7 WITH IMPORT DUTIES 

=d=t 
Re. a. p. 
"1 11 B 
21 11 3 
21 11 6 
22 0 0 
41 18 8 
31 2 0 
32 1 6 
3 4 1 2  0 
3613 3 
36 13 U 
36 S 0 
36 2 9 
35 10 6 
ra s o 
40 8 0 
57 12 0 
78 0 0 
96 1 0 
76 12 1) 

97 12 ii 

Lo- 
%. a. p. 
31 1 6 
21 4 0 
f l  4 S 
21 5 3 
21 3 6 
21 3 6 
26 10 0 
28 11 0 
33 3 0 
a1 3 s 
3516 3 
a 3 6  
34 1'1 3 
31 9 0 
40 2 (i 

41 9 6 
1 u 

ti5 4 0  
tll 2 0 

GI 6 1) 

: -1ver.de of cloeing quototion4 for wurkiaj day*. i~.:ludblg sw:lurg+ of 2 0  par canc 



Ulm 
1 

Spot Bsttlementt Remiam ( f )  E s t h t e d  
p or Itooks 
(Per 100 t o l ~  grose) Dieoount (-) (In barn of 

of rpot m r  2,800 bolscl) 
eettlement 

R e . a . p .  R B . a . p .  Rs. 8.p. 
April 2 . . -. 173 60. 17014 0 f 2 8 0  8.000 

01 9 .. . . 169 0 0 169 0 U - 
9. - 8,000 

16 . . . . 189 9 0 169 9 0 
8 ,  .. .. l6@ 2 0 16810 0 + O  8 0 

3,000 

I. a0 .. 
8.000 .. 17618 0 175 4 0 + O  9 0 

w 
8,000 

2 &Y 7 .. .. 177 2 0  17610 0 + O  8 0 
19 14 . . .. 17712 0 177 8 0  + 0  4 0 

8,000 

.. 21 . . 7.000 .. 169 8 0 189 8 0 + o  6 0 
1. 88 . . 6.W .. I68 2 0 16712 0 + O  6 0 ~.M)O 

Go11 
c- 

Spot Settleumntt Pmmium ( +) 
-7 or 

(Per fino tole) Dieeount (-) 
of spot over 
settlement 

Rs. a.p.  RH. s.p. &I. 8.p. 
113 13 0* 112 8 l t  4- 1 5 0 
1 1 5 4 0  1 1 5 2 0  + O Z O  
1 1 5 6 0  1 1 6 4 0  4 - 0 1 0  
114 I5 J 114 16 0 - 
116 13 0 116 IS 0 - 
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COIN AND BULLION ( ~ W A T P :  AND GOVERNMENT) SINUE 1800-01 

paragraph 60) 
EXPORT8 

r * > NET IMPORT8 (+) 
Gold Sovcreignn ol~d other TOTA i, OR EXPORTS (--) 

H~lllivn Brit i~h gold coin 
7--- - 7- r- A 

3 

Quantity in Value iu Quantity iu Vdne h 
. ~ ; ~ . . - ~ ~ . r - . .  *-*: ,'.I; . ----. 

11 During 1030-31, there wue a net import of 2,U%,Gt3 ounm vdued at Re. 12,75,18,116, whilc during tltonnxt four y ~ m ,  
'a. 1931-32 to 11394.36, the net total u ~ p o r t s  umoumted b 28,373,324 o u n a  valucxl at Rn. 4,33,08,661,166. 

Including 1,030,420 o~iucve of gold 1-~luod at He. 10.10 lek11r earmetkod on acoount of urcha8era abroad. t I n c l ~ ~ h g  
38.017 ouucos of gold valued a t  He. 8.UH.OB.37U oarmarkad on 0~x:ount of yumhaew ebmsS. $ h l u d i y  1.81Ola(l7 ounces 
' gold valucd a t  Rs. 18.27,08,376 emarked on nccount of puub- a b d  during 118 .88  d 1 Q 8 0 J O .  

I . .  



IMPORT8 EX 
--. ' .-. ----.- -.----. h .- . -. , - . - . .. ---. . 7 -.-- ---- .- .- - .A-. . 

JJfivnh (bvorun~ont Private 
r '------- 

I, I---. A ---..- -.------- ----- - 
(SwntiLy ill Inlue 111 Qiurntitg in t'ali~e in Q11tmtit.y i l l  Value in 

III~OVIIS r l c p w s  IIIIIII!~-M rulwn OUII~XM r11rw3 

Averagm Tor 1900-01 to 
1901-06 6 7 2  1 1 B 7  23,944,490 U 7 6 3  t4.374,WS 4,OL3,496 

Avrrrgr lor 146a-00 ti 
1969-1 0 58,692,689 10B93,51D841 378635,284 7,62,77,318 8,265,611 2,30,091410 

Average tor iaio-rr ti 
1914-16 59,749,141 10,81,42,280 18,418,183 3,89,16,342 16,231 ,bl)% 3,97,62,860 

AWWI tor r 91s-ir to 
I81 8-20 12,301,301 2,37,W,l68 1 M,#O,W3 28,32161r307 7,006,6US 1 ,67147,769 

~vernce tor I&-21 t i  
I 824-2s 8 7 , 9 9 9 , ~  1a,as,72,421 746,267 0 ,  6 f 4 . 8 6 4 , ~ ~  3,38,~2,4~ 

~ v e n g e  tor I 92s-2e ti 
1929-30 1 10,068,132 17,44,82,295 178,262 4167,@48 13,1S88964 4130,76,210 

Avery, tor 1930-31 ti 
1934.35 . . . . 37,288,014 4,mm3u,w ~o,a83 A w s o  1$1m17  ~,u8swar- - 

-.ar T oh1 for 36 p a n  trom *--'.= , .- . 
1900-01 to 193635. . 41140,209,4B6 3,7-10,@77 1 1 3 8  2,!0,t@,36,706 4@gm483*973 @@,I 670~634 

Total tor 13 yran trom 
1936-30 to 1947-48. . 309,686,111 62,48,00,360 271,61 P,TOg 42,3I ,O,@ 3O#¶O,PO 6,64,6al881 

Private Wid (lovernmeut Private su 
r. . -  --.----TI- A --.- ----- -7 ,-. - -. .A - ---- 

Qurr~~tity i l l  onncw Value in rupees Quantity LI O U I I C ~ J  

Nora :-Up t.n m~rd icicluditra 1941-42. Qunw mlam ta lndicr nnd Buncru. F o to the d of Febrwy 1948 are on 
pn>.partitinn hrrsis (i.r. lor ~ B r i d s d  indie), bub thorn rnlating to the port. U= u d  Chittapng have bosn eroluda 
fyom 1st uud 16th Augwt, 1947 ms~wwtivelg. Since lfarnh 1R4S, the d a t ~  lrave been worked out on s post-partition bar 
( r .~ . ,  t l~r fipucu inc~l~rcfo tho nerr-Imrnn trdu of tile Tndisn IJniotl with Pakintan). Sea-borne trade of Kutch hss bee11 inrl~~dc 
Tmal .lunr, 1948. 





Capital at charge . . . . . . 6,07,119 7,35,22 7.51.Y6 7.63,80 7.5G.2G 7,58,62 7,60,93 

Groa Traffo Ttooeipta . . . . 1.Vd.18 1,01,17 7 1,00,46 99.62 1.02.73 1.1 7.68 

OperatingExpenaee .. .. 53,17 5H,%2 50,W 53.01 54.01 64.77 G5,82 

D a p c U o n  Vand 13,18 
- .  . . . . 8.93 12,11 L2,57 - - l t , U ~ ~ - i Y , 6 9  14U4 - - - -- 

Papmanta to worked linw ae a h  
of eaminm . . . . . . 3,64 

Net TraWc Receipta . . . . 90.44 

Net Miecelbnsoue Recdpta u fbr  
dedwting mtrplue profib pey- 
able to Cornpru~ierr . . . . -73 

Net Revenw . . . . . . 35,71 

T d e r  to Betterment Fund . . . - 

Hetio of Working E x p e w  to 
O ~ ~ U  . . . . .. 05.6 

Ratio of Net Profit on Capital at 
o h u g e . .  .. .. .. 2.1 



. . 
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STATEMENT XI1 

- 
Provinces C?ruCo11~ 

4d L a d  
k m e  r Revenus 
Tu : 

MADRAS 
1988-39 (Awounta) .. 23 5.18 
IW3-47 (Aocounts) . . 4.48 6.4% 
lM7-48 (Aooormfi) . . 6.85 5,30 
194849 (Revised) . . 8 4.92 
1010-80 (Bud-) . . 7.89 411 

BOMBAY 
1958-39 (Aocountr) . . 30 3,513 

r 1048-47 (Accounts) . . 497 8,66 
lW7-48 (AaoounCs) . . 8.25 3.68 
lW8-4B ( R e v i d )  . . 9,98 3.W 
lW9-50 (Bud@) . , 9,21 3.97 

I V ~ T  B ~ R A L $  
ISM-39 (hormt . )  . . 551  3.94 
1-7 (Aooounfr) . . 9.26 4.04 
lOr7-48 (Aamuta) . . 4,W 4 1.40 
lB48-49 (Reviwd) . . 7.11 1,79 
lU@-tiO (Bud*) . . 6.81) 1.79 

Wfirrn P R o W X ~ E  1 

lers-as ( A C O O ~ ~ ~ )  . . za 5.82 
IQI6-47 (Aawmnt.) . . 4,48 : 0.82 
IM7-48 (-t~) . . 6.86 ; 6.91 
1-49 (Revbed) . . 8.99 6.78 
1W-60 (Budget) . . 9,3S b 6,78 

I E m  PCN.IBE I 
1-49 (Arwunm) . . 14 2.64 
ma-47 (~sv i r sd )~~  . . 43s . 3.75 
lM7-48 (Amounts) . . 1 4  79 
1S48-49 (Revined) . . 2.28 1.62 
lore-rn (J3u-j .. Z.W 1.6'2 

( Ry.fere12.ce paragraph 60) 
(In I&ha of r u p o )  

REVEXvE EXPENDITURE 
A -  -.- - --.--- -A -- """ &. 

---_-------r (+) 
Totd Dirsat Debt Smurity 8001ul Tohl or be!  a 

&la Escire 8Wmp Tax To&l D w d r  Irripr- Ser- Ser- Ser- E x m i  Deecit Sir( 
T u  . R.vemneRmvmur on tion v h *  viaemf vim1 tcln ( -  Much 

R s ~ p ~ s  
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STATEMENT Xlll 

(Reference p r a p p h  62) 
(In hkh8 of N W ~ )  

INCOME TAX JUTE DUTY SUBVEN'I!IONSl 

Paid to 1038-39 1W7-#t 1945-49 1849-60 1938-39 1947-40t 1948-49 1949-60 1938-39 1941-481- 1948-49 1949-60 
Acoounts Aeeounts Reviand Budget Aooounts Acmunta R e v i d  Budget Aaoounts Acoounts Revimd Budget 

Bombay . . . . . . 30.00 124.54 8,77.69 8.53.66 - - - - - - - . . 

United Provinoea . . .. 222.0 0,66.06 7.04.ctl 7.i2.38 - - -- . . 26.00 - - - 

East Punjab* . . .. 12.00 1.48.70 2,08.95 2.03.26 - 
li 4 

Bihar . . . . Y 
.. 18.UO 3.06.60 5.43.27 8 .  17.12 

Central P r y  and Banr 7.60 1.7 - M 2.60.74 1.48.00 - 
'I 

Figurea for the yew 1938.39 relab to the undivided provinoee. 
t Rblste to the porioll 16th ~ ~ t , ' l @ 4 7  to 31st Maroh, 1048. 
: Detsila by pmvinoes not available. . 

1 

1 1' 
I 



(Reference ~raqrccphs 63 & 79) 
(In lakhe of N~MFI)  

At the ond of I 

1936-37 1939-40 1 9 - 4 1  1941-43 10&2o-43 1943-44 1944-45 1946-46 1948-47. 1047-48* 18.18-49* 
I. Public Debt 

(a) Pknanent Debt . . .. 8.72 1Q,M %3,33 23,M 31.07 39.63 50.87 
( b )  FIouting ~ h b t  . . . . - 1 ,SO 50 1,oo 83 29.40 30.0a 
(c) Lfxm from Central GOT- 

e rnwnt  . . . . .. 1.43,BO 1,51,?7 1,20,54 1,18,48 1,11,11 08.86 83,07 
II. Unfunded Debt . . . .  l&0a 24.44 2&,.ir 26,62 27,26 6 9  2 9 , 7 8 .  
Ill. Qnn TOW Debt (Total ol I and 

11) .. .. .. l,W,SS 1,67,6t 1.69,91 1,18,15 1,7&%6 1,@6,ed 1,74,35 
fV. Appropriatio~l for Reduction or 

Avoidence of Debt . . 1.5s 87 1.78 1,80 1,98 3.05 4,67 
V. Closing Cmh Bnlnnoe . . . . 10.70 8.83 10,63 1 ,  Pd,47 24,83 21.86 

F'igurw rala;,. ta the Pravinm+ in th? I~rliun Union ; fiqurazr for 1916.47, however, inolude those for the undivided Provinces of tho Punjsb and Bengnl. 

, a  ii STATEMENT XV t -  
GOVERNMENT BALANCES IN ISDIA WITH THE RESERVE BANK OF 1 ~ ~ 1 . 4  AND ,4T 

GOVERNMENT TREBSUKKES, 1948-49 
(Reference pragrapht?64 & 69) 

b Rturrr Bank of I l i a  I 

(In lakha of rupee@ 
Qowrnment Tnuuriu 

7- A 
t Lest day of the i I 

CQLrrl Governmen0 Yrmrinoisl Glovertmmnta , month Cuntrel Government 1 Provinolal Govecpmbnt8 
4 

I 

IN?@ 
% 4 v  > t 

1948-49 lW-48 1918-49 1 MI-48 1948-49 1947-48 1948-40 
- r  

18,74 3.99.611 2,55.51 14,19 April . . . . - 6 35 2.14 1.11 
2,28,98 I%= 24.08 .. .. 24 17 1.24 1.38 
2,17.51 19.36 June .. .. 27 16 1,76 1.62 

3.9% 2,10,14 18,90 J ~ Y  .. .. 17 22 1.35 1,613 
3s71w 9 3 . a  ) 2.37.40 ' t Auguat A-31 14 .. . . .. . . 26 1 ) ::: } 1,89 
3.66- 2,27.69 lO.2l 18.34 September . . . . - 1 -16 1.48 3.01 
3.63.89 2.42.17 17.16 17.25 October . . . . 11 1V 78 1.49 
3.69.69 2.18,73 l a 6 5  12.65 November . . . . 6 17 1.07 1.96 
3,4%,60 2,26,56 19.10 16,158 Dmmber . . . . - 1 4 1,13 2,m 
2,68.48 2.23.96 17.20 11.69 January . . . . - 8 9 1.10 2.12 
2.62,gll 4,1S,U6 11.34 13.63 February . . . . 4 - i , lQ  2.18 
2.74.e 1,84,3Y 21.10 28.18 M8mh .. . . -23 - 4 1.83 1.32 

I Note :-Figurn since the Putition relaw to the Central and Provinoial Governments in the Indian Union only. 
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STATEMENT XVIII 

(Referem paragraphs 65 8c 66) 
(111 thousands of rupuen) 

I W 7 4  1948.49 
7- L --- ------------*C > 7 

PUBLIC Totel emounc PUBLIC Tot01 amcunt 
--I-) Amount outstanding ,--h-----,,- Amount outntanding 

wold in inoluding Sdea A~wape Die- Outabnd- solid in including 
Bales dce:nmgc Dis- Outstand. favour of amount Picld ohmrgea inga ievourof amount 

YitM J~urgem i-8 I m e w  outstsnding Ieeue outatending 
1)epart- on mount Nonth D0pea-b- on aaoount 
ment of Iaeue ment of Isaus 

Deparkment, Department, 
Provinces Provinoem 
and others .nd others 

6.03.00': 0.48 5.69.75 11.69,t'P I6.57.50 79,29,26 April . . 3,@4,25 0.40 .i,A9,76 14.81.50 489,50 87,60,25 

9.04,oo 6.48 3,35.00 16,28,6:, 19.77.50 a4,37,75 Xap .. 3,00,50 0.50 7 . 6 2 , ~  10,30,0o IS,~B,W n,99,7~ 

9.13.25 0.4B 4,46.25 5 . 2  U3,49,60 76,99,76 June .. 3.19,OO 0.CY 3,31.26 10.13,75 41,12,75 76,I,50 

, 70.00 9.11 4,00,50 19,84.75 21.26.2i) 1l,38,00 .Tdy .. lO,cW).DO 0.43 3.OC,2Q 10.10.60 12.8R.75 8¶,87,60 
- - @.93,75 9,91,00 18,5U,M) 73,17,26 August . . 18,50,00 0.49 3,00,60 31,6@,00 30494,715 3S2,q,25 

12,00,00 0.38 S,l4,2h 12.76.75 27,4G,rin 7@,9#,00 September . . a,73,00 0.53 3.1B100 3t;13.00 33.45.75 380,54,25 
1 

~S,OO.W) 0 . a  76.76 tV,OU,Ull 17.48,71, 93,44,76 October . . 3.63,76 0.58 10,W.W 28,86.76 4.32.76 366,60,00 

10.47.01) 0.50 ' - 40.47.00 ?9,67.00 11 5,00,26 November . . - - lS,WlOO 7.36.76 313,38,?5 367,!31,60 

. 3.16.01) 0.-50 1&W.QO 3!2,43,00 t l ;BG,M) , 101,34,26 December . . - - 4,4&00 2.93.75 31,71..W 352,07,¶8 
L 

6,46.55 0.60 1100(),00 23,61.26 J4.36,(Ul , 8B,37,15 January . . - - 2,Q&76 - 5,07,00 3W,14,75 

7.723) 0.49 14:47,00 16,93.73 38.65,W L 81,@0,75 F'cbrrwy . . - - - - 303.53.00 340,31,60 
1 

1,3.4,21 0.50 3:7W,00 18.63,1JO 3g,J3,7.4 W,O&Z5 3lnrch .. - - - - 41.88,50 360,4@,60 
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STATEMENT XX 

(A) P~o~ l s ( . l a I ,  (4 <I\ BRSNI3h.r THEAS[-RT BTLT.~ s l  NCK 1938-39 

(Reference praragraph 70) 

Prov~ncw and Particalur. 1038-38 
> h n ~ ~ a  

Amoimt offered for tentkr I ,90,0(1 
Amount t ended  . . . . 3,42.75 
Amnilnt mld . . . . . . 1.98.00 
A~vrmgc mls o j  d h u h (  p a  

cmd ptr wtnurn . . Rn. 1 b S 
A mount oc~urtanciibg .. - 

 OXR RAY 
Amount offered for tender . . - 
Amount tendered . . . .  - 
ArnoMt mkl . . . . .. - 
Aawqc m(c o j  dieaotbnI per 

rent prr aruaurn . . He. - g homrt uubtmdiop .. - 
WFST R m s u *  

Amount &red for tender . . - 
Amonntfeodered .. . . - 
rlmount mld . . .. .. - 
At- mte of dimmni per 

C4ntpg(WWU??b .. &. - 
Amo"t~tat.r,ding .. - 

L T x m  PBOVTNcKd 
Amount o f f d  for tr**der . . W,OO 
A m o u n ~ ~ e ~  . . 
A m ~ , n o l d  . . . . :: 2% 
dt-.;mte of dieun#n.t pw 

cwu puc~l lurn . . IL.. 1 4 11 
AmowWoutakndinq .. - 

d ! f  FUXJAB* 
t 

. . - 1 

Amount . . . - 1' 
Amountmold .. .. .. - 
A a v  rate oj d ~ d ~ ~ t  pez 

ctntptronmnf . . Ra. - 
Amount outstcmdiig . . 

I , .  1 s',j0.00 
27.75,(KI 17,21),M, 
1 e,no,oo I ?.nqcm 
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STATEMENT XXI-(continued) 

PUBLIC DEBT OF INDIA SINCE 1913-14 

(Reference pamgraphs 63 & 73) 

(8) Bbrliw Dbt* 
(In orom d rupam) 

Peraart 
P-6 OMZ Pmdntage Beivoen Per- Urrdsr Pc- Other Ptrcsntage 

End of Bhr& Un&bd oj 10 oj 6 ~ d 1 0  b Of of obliga- 
ogr h- 

p ( d  yamam Totd y a m  Total yearn Tdd tiwet Total 
TA+' - (-) 

f I901uding (1) %he unoleimed balances of old loens whioh have c& to bear intereat fmm the date of dircharge, (2) the belances relating to Service h d s  
md 1934 (8) the liability for 6 per cmt Britieh War b 1929-47, i n t d  on which remain8 ampended &IW July 1831. 

$ Exoluding Railway Annuities. 





.mwlwc~ rlnpy puw wng jo JHJ~W~ 0119 .lo aunnmw 110 u11qw191'; .w Xq JBMUI um Rjhl!l>u~)uano ell~, 1 
OC'OC LZ'BI QL'W 11'8 I0'ZR . (k~u~u!lwd) 6O-BP(il 
a'[ 1 Co'1 I 98'96 18'1 L9'0V 'qmM W1E a) V*V 117Yl 
r8'sr4 L Qt'9 IZ‘+E~ 00'1 LO'&& ' ' 'JR"%V 117tT W l!~dk' WI 

(~Jwu~!l~ld) 8).LP(il 
sgaV 1 IE'LZ LB'OR E~J'Z 9t 'tl~ . . . . . . . . . . Lf-9P6l 
W'QL'l ZB'PF. OE'lb OL' I IP%L " . . . . Ot-EPGI 
w'o8 f 0'9 l ~0'88 ZZ.1 Qt'Ct ' ' . . . . 9P-Vi61 
8l'W 36'1 I 6l')Z €6 ZZ'OE . * . . WCV61 
ZZ'ZS 91 W'ZZ EL 9g'iTP . ' . . ' . CVZt61 
LO'LS . . L - - - RI'OE rn re'rz : : . . 

, . . . bt-[PO1 
19'69 18 01- 60'9P 68 PE'~Z . , . . I*-OW1 
8C'Ul 98'E - 3Z'Pt 91'1 19'W *. . . . . 0)-6861 
I'M 86% ~'IP ~t'l I9Pt " . . . . 66-RE61 

k9'K L6'V 91 '6s OP'I LZ'EV " . . . . RE-LEG1 
88'11 W'L OP'L€ 90'1 86'8~ " . . . . LC-0661 
92'10 98'~ 88'89 09'1 EC'OF ' ' . . 98-9161 
otg8s ~L'B RL'LS w'r to'sa " . . " I)E-WBI 
taw RL'R ~ebz st' I LB'QE . ' . . . . . . PE-EE61 
mb 9Zd9 98'91 91'1 96'06 " . . EE-XC6l 
08'OP 1)1'1 GZeLZ 216'1 ~E'LP " . . " ZE-IE61 
m'Lc 01 - 09'98 W'1 a&'= * ' . . . . I&-OE61 
PL'LE t9'Z EQ'W QO'I 9z69i? ' ' . . " 06-6261 
6ec ZR'I BC'PZ LO W'OZ . - . , . . . . 6b-8261 
8O'iE OI'C W'OZ 88 VI'CZ ' ' . . . . 88-LZ6I 
os'81 8Z'Z 60'81 BL RC'OR ' ' . . . . LZ-RIB1 
E@&'LL ~!J"I er'sr IL 00'81 ' ' . . ~Z-~ZBI 
a'% 19 W'L 1 I1 W'L1 " . . " 92-VZ61 
~L%Z 6S'T C,L'RI LO IL'Ll " . . . . VZ-€26 1 
6 1% trR 9L'Ql b9 LO'LI " . . EZ-ZZ61 

I9 TT'LI 
EU zzgar 
99 81'LI 
n* ssSzl 
tP ZL'B 
St- E6'8 
Ct CL'L 
19 ~0'6 
IP 66'01 

arweau~ sl!sodaa 



STATEMENT XXlV 
Y R l s c m ~ ~  ITEMS OF S M A ~  SAVINGS (MONTHLY), 1948-40 

( Ref e r e m  paragraph 78) 
(In iekhn oi nlpees) 

he lOmce  Dotan8 NdionU 88rl.p t~ r t i l ca t r r t  P b ~ i  0- Bdencm 
a8sh S8virr  Sarlmga Bank 88rla#@ 881k 

0wtltc.Lw Oertlfitltn I t  run 7 YWB* 6 ~ m n n *  1- D e W b  TetU - - - 7- ,-I-. 

Dm- 
MoMb - - Imntb 

Hontb- IYontSI- Month- Month- Month- TOW end Month- Month- T a l l  M d  
Beedpk a d  B m i ~ t a  tmd Rcceipb end Brceipt* end B P C ~ I ~  end Rwelm rubtr+Rerclptr end Eec~iyts and Rmrir(roW.( .  

outatan- 0utst.n- m~taton- outatan- ontetan- dine oUtet.0- outatan- I n C  

1WT-48 dinpa d jnp  dher djngr dhg6 
Aprll . . 46 Jq26 - 1 ,  7t,3¶ 4 1.45.11 - 9.86 10.79 2nTO.U 5,11 I 71,32 
MW . . 44 88,86 5,03 1,SO 7 1 , 1  1.38 71,*8 9,12 4 - a.74 lOp86 %Tsf l  
JW . . el ~ 6 , s ~  - 4.96 1.31 72.30 1 . ~  7 ;,?I 3,48,13 - i,71 9.23 %T%n 
J* 1 88.11 - 1.U 7 7.86 1,46,22 - 8.48 *,Do *BMO~S 4.85 1,W 74.26 
A U ~ b  

I t 0 1 4  .. - 37,BQ - 4.70 1.06 74,W 1,DO 7 h Y  5 4  1,;B.Sl - 6.02 6,04 %7O,n 

1 5 t 0 2 l  .. - - 15 - - 8 04 23 U 13 1,01 86 - - 38 2.66 1 
SSptember .. - - 4 8  - - 8 1,01 1.98 1.61 1.88 5,22 1,?0 - - gfj 8.84 l,s* 
Oatober . . - - 89 - - I4  1,49 3.08 1,1@ 3 5,34 l,&S - -1.58 A83 W% 
Kovember . . - -1.29 - - 10 1 .4  4,87 1.4 sn 4,05 e , ~  - -2.60 6,u ZBJ 
December . . - -1~74 - - er i,ss 5,7s 1 3  6,73 0.1, 2,% - -2,89 B,07 411 - Jm- . . - -2,IB - - 30 l,W ?,Of 1.- 7.0s 5 Q6 7.40 - -3.74 7 CIS 

$ Febnru~. . . - -8.60 - 1 - 86 1,83 3.00 1.83 COO 6.16 4.04 - -2,~': 7,S¶ 7.11 
M u a h  . - - 9.07 - - 43 2.24 q 2 1  t,Y @,st 12.45 11.09 - - 8.16 14,u 13.S1 

trtu . 1.0 n,a,~ - r,n 7.18 74a8 a 7 ~ L , Q  I,M,~I - %on 46.01 %TO.S 
(b) - - ?a7 - 1 - 44 la,¶¶ @,¶I IS,= 1 4 7 ,  11.03 - - 1 81,06 13,*1 

1848-48 , 
April .. 5- -3,M - - 44 2,21 16.45 S21 10,4S 2 1 8 , s  - -:&a2 S,33 16-61 
XCI . . - -3.87 - - 18 3,16 12,89 S,l6 12.88 i.25 4 ,  - - 8 ,  10.41 1@.@) 
Jane * . . 1 --:4,33 - - 51 1,58 IS,% 3 4 4 1,66 1&@¶ 9,28 18.80 - -8,58 10,@1 w m  
Julp . . - -4,71 - - M 1,96 l4,B5 s s r,rr 147e 7.39 21.15 - -qeo h a  n.14 
~cl(rprt .. + I -S,M - - 58 1,88 L I , J ~  s 11 6 is i , 4  ran a,ao .s,ao - -qs7 7.u n,u 
~ P b a l b W  .. - -D,41 - - b9 ; 1,66 16,56 : 12 12 5.5 1.U 3 7.81 24.68 - - 3 9.00 3211 
OCtDkr .. - 6,IB - - 62 1 17,80 n 1s 5 30 ?,TI i 6,05 25,BO - - 8,81 7.81 3$73 
Kovadmr .. ; - -6,ll - -84 1,50 18,87 1.' sa 1s  44 1.77 ihrt . I  o6,ze - -8,86 7,88 3 8 , ~  
D-mkr .. - -6,49 - - 6  1.71 20,ll  0 85 ?2 $5 1.8) 21,ll 6,0@ 28,@4 - - 8,93 466 37,w 
Januan .. t -  -emu - - 1 1 1 4  el.10 lo 4s 26 so I,# tt,u 6 . a ~  27,a: - -qo; &ti 38.u 
Phb- . . - -7.14 - - 73 Q 1.w 21.84 11 56 . ee i , io  1,rt n3,8@ 6 .2  28.70 - - r,o2 8,sS 40,s 
M u o b  .. 1- - i , ~  - - 76 1 7 1  98,W i 2  66 86 1,88 ¶,O# -01 k,63 31.16 - - f 07 10.7. 4a.n 

TWI  .. - - 1.60 - - 7 1.60 a 0 0  O 88 1 1,SS S¶,U ¶ U,OLt 30JO: - -407  1.07 IO! 4¶,98t 
Nc& :-Fimmn nlltc to the l rdlrn Unlm fmm 16tb Augurt, 1947; outst.ndlng~ e r  fm that date representthe balance of the Tndlan L'nion md do net Jnckde tbr Indlnn Union's 

*hare of the euliQllabrlltlcs. 
New rarleBls~ued !IWI lnt June, 1945. : Adlwted. t Including Hydcrabcn State Xatloml Savings CertiB~tes up to 14th Allmact, tl4T. 

(a) Fmm Iwt April to 14th Auguc:, 1947. fb) From I6ththdngust, 1947 to  3181 Yarrh. INS. 



lo eSwaany 2 
i'L9 
8'LQ 
P'S9 
9-89 
8'80 
8-09 
Z'OL 
t'lf ' 
L'OL ! 
9'8L 
Z'9L . 
t'QL ' 

a-era 
f 'BIZ 
0'EZZ 
8'028 
6-912 
O'OIZ 
F'OZZ 
6'9ZP 
e-Ts8 
9'OEZ 
T'LZP 
Fi' @PI 



! :I 
=lecylag uo pe11bs1 :: .plqL e.i!@e~ 89 'qguom mqa jo poued Xaun)mm mm!u!m ojo ugmq eyq uo pqmlno~a~ : , -pie$ Pu?n.t~ f -sqquotu qq%!e aoj &way +h 'qquom xp JOJ e%=eav 4 -eqquow eorq ao; C@=J-~ +, -pewaepq @ *uogdmopcu 03 ple!~ 1 

fioloq ao eroqw p mud eqa m Bmplooos oequ) q gsp a- so Jaglea eq& 'ple~c eq, Bmvqnolwa a! peqoel%orr fq a=q-emmq-: PP~ 

~9.t $1 tll £D'2 0 911 2@'Z SO'Z 99'6 VO'G CB'Z FD'E €9'2 %9'Z W.7. t9.Z S9'Z 99'2 89'Z1 69'2 " . a 89-8961 %.)+ 
$9'2 01 M)1 £9'2 6 501 09'2 Og'ir €9'2 T9'Z 99'2 98'Z ES'Z CU'Z 99'2 89'2 19'2 Z9'Z 19'1 L9'Z " " 69-fP61 %fc 

cr.2 t 001 8I.1 PI 101 8)'I C~VL'O 

I 
16'1 8 96 08'2 0 66 QL'Z €8'2 00.2 I8'Z 98'Z 98'2 88'Z 18'2 18:Z 18-Z 18'1 I8'Z IB'Et E8'Z 
SO'P o 66 96.2 (1 001 OQ'F 0o.e 00-E 00-c oox 0o.s oo.r re-T tam& rs-z 0o.g 10-s oo-el FO.~ 

1 
10-P o 66 n-z o lor d.2 6a.z 00.e 10-o oo.s OO-s oo.~ 1s-z c6-.0 06-8 ~e-z OO-B 66-01 EOX -- -& as err sc 
RO'P 0 66 68'2 9 I01 98'2 PB'Z 66'2 00'6 06'2 $6'2 96'Z 436.8 16'; 16'2 88'Z W'Z 16'8 10'8 " " 

18'8 0 66 PL'2 L 001 QL'Z LL'Z W'Z EB'Z 6L'Z LL'Z 9L'Z FL'Z VL'Z IL'Z VL'Z 9L'Z 9L.m S8.2 '' '. 
)Red B 96 ZL'8 01 L6 IL'Z LL'L ZB'Z 08'2 8L.Z BL'Z LL'Z ZL'T )L'Z 9L'Z 9t'Z 6L'Z OL'Z 6L'Z 

" " 

86'2 @ 011 06'8 8 IT1 PL'Z E6'Z 16.2 ZB'Z 16'2 16'2 Z6'& Z6.P SB'Z E6.Z 96'2 96'2 10'Z w.2 '. OL-CtOfjI 

C6-f 01 001 BL'2 P 201 LL'Z BS'Z Z6'Z 16'2 06'Z 16.Z 88.Z 18.2 6L'Z LL'Z 6L'Z g8-Z 68'2 I6'I " " 

98'2 91 88 TL'2 9 001 QL't LL'Z 18'1 IB'Z 6L'Z 8L'Z 9L'Z FL'Z PL'Z EL'Z EL'Z SL'Z ?L'1 Z8'Z " " " 0961 

86.2 or oor ro-a a1 zor , o~.s LL'Z 98-z ZS-z aez zsmz 6~-z I:.Z 69-z 99-z zt-z LL'C LL-z m'z ' 
9S.2 01 66 09-2 0 001 429'~ S9'Z VS'Z 2S'Z 19'2 0S'Z O?'2 
99.2 8 I W-3 o €11 IS-z CS-z ZP-z 19-z e9-z VS'Z e9-z LS'Z DS-t $9-z 09-z tc-z 9~~2 9s-z -* 

99.3 L tor LP-s gr to1 6,-z 1s-z w.2 temz es-z t0.z 99-z 0r.a st-z ae-t ov.z a*.z gv-2 BC'Z 
rc.-a a IOI so-n ZI a01 6- 62.2 SF-z zv.z or-z pv-z wmz €1'5 LO'S 60.1 v1.2 92-z OE'C 96-1 
PO.2 O 00T 96'1 T 101 ZI'Z 10'2 OG'Z Z€-Z Zl'Z €6'1 96'1 06'1 M'1 L6'T 66'1 86'1 96'1 10'1 " " 

P6'1 9 001 ZP'I 11 101 8L'I €8'1 89'1 08'1 28'1 LB'I €6'1 ?&'I 16'1 S8'1 tS'1 9L'I 6L'I 18'1 " " C9-6t61 
ZT'P S1 66 %~P'T g 001 82'1 +*16'I @ YL.Z 96.1 VL~I.. ~~~nitj: 



STATEMENT XXVll 
ANNUAL AVERAGE PRICES~ OF REPRESESTATIVE RUPEE SECURITIES OF THE 

GOVERNMENT OF INDIA SISCE 1939-40 
(Reference paragraph 82) 

3 per oent 3 per oent 4 per cent 3 per cent 3 per cent 3 per oent Fuat 3 per cent Loan 
Loen First Victory Loan Losn Funding Loan Devdopment Losn 1086 or ~ a t s r +  
1961-64 Loan 196i 1960-70 1963.66 1966-69 . 1970.76 (Conversion L o a ~  

of 1046) 
Ra. a. Ra. a. 8 s .  a. Rs. a. Ra. e. .as. a. Rs. a. 

1938.40 . . . . . . BU 4 106 4 01 1 c 
1940-41 . . . . .  97 5 106 2 

80 1st 
91 11 

1841-42 . . . . . . Q8 13 108 13 93 15 i 79 2 

1942-43 . . . . . . @S 14 108 23 93 11 
81 3 

.; 
7 

79 10 
1963-44 . . . . .. 1 0 0 1  1LI 8 97 4 84 2 
10444 . . . . . .  10012 112 8 Q8 13 98 2 . . 101 R 1 0 )  11 119 5 

90 3 
" 1046-46 . . . . 90 a 08 13 a 9; 12 95 13 

1946-47 . . . . . . 103 7 103 10 116 I 0  103 13 103 15 103 15 
. . 102 10 102 I0 113 1J 

.lo3 8 
1947-48 . . . . 101 10 101 13 <I01 lo 100 13 
1048-49 . . . . . .  102 I 191 13 110 12 100 9 100 2 ?lo0 I) 90 1 

t l3 tmd on monthly averages. 
The annual sve- prima of the:a:per omt Rupee Paper 8m given for the y e w  1939-40 to 1946-47. F 

$ -herage for Yamh, 1840. 
' . 4 

r; 

STATEMENT XXVlll L. 

f CONTROL OF CAPITAL Issurcs, 1948-49 
(Refereme paragraph 84) 

I -li (Rupew ia a o m j  
Immediita ScLchrmer .Long-rmp Sehrmu % ‘JI Immediate and Long-nnga 

Schemes Qombined 
- Classification 7 A 

\ 
x NO. of . Amount 

I -- 
i. xo. of 6 h o u n t  NO. of Amount 
t . . Companiw Banctionod Compenios %notinned Compenk Sanctioned 

1. Industrial .. , a  . . . . . . 180 4%. 44 37 IS. 36 217 61.32 
ulturcci ' IE F 2  . . . . 

.. . , . . LO . 3.63 - - 10 , 3.63 
oial . . . . . . . .  . . . . 7% I 19.37 2 0.66 7 4 .  2Q.92 . . . .  IV. and Transport . . . . . . .  92 7.78 I 0  14.18 38 . ' 21.93 .. V. 0 t h  Services . . .I. . . 7 0.88 1 6.26 9 6.13 

VI. T& x ~ ~ - I ~ ~ ~ ~ X ~ I  . . -. . . . . IYI 30.68 1~ 10.95 131 50.61 
Q M ~  T*, 1 w 4  (lndustdrl 8nl Non-lndustrlrl) . . 301 73.08 47 38.85 3 8  111.93 

. . . . . . . . . .  Totrl for l847-411* 7 101.79 53 61.40 j- a 6  
1 

182.99 
~otr lrrom 1 m  Ma,  1- to31rl March, 1849'. . .  5.090 .Sol.w 723 413.15 5,743 ? .  916.44 

%I 
X&:--Fi,.ures for 1948.49 relate to the Indian Union. Figures mhte to undivided India up to 15th-krmt, 1947. 

i l  f 



STATE 

I m p l o  Bank af Indh 0dI Memy Rak mxar WII 
HrWi Rdot  t > l 

B.ok Chloutb Rambny Wc.~ltts 

High& Imw& Higbast Low& High& I d  Highest l m d  
1915-36 . . 3 34 3 1 * a) 4 8 5 

(3) Up Ape-Nov. Dee.-b. Apt.-July Fob.--. April 8apt.-Mar. Apr.-June Aug.-Nov. 
November) L Jan.-Mar. 

1036-a7 .. a 3 t 1 t t 6 5 i Ape.- une July-Mu. Jso. Bbpt.-Nw. 

+ 1 f f 0 5 
Aug.-Jan. April Aug.-Dee. Nov.-Mu. Apr.-Sept. 

1988-39 . . 8 3 24 & * 8 6 
Jm.-Feb. July Jan.-hb. JuIy, Ebpt., Apr..June July-Mar. 

& Nov. 
IY3U-40 3 14 3 2 t 2t 7 6 

Nov.-Mar. Apa.-0ct. *p.-May Aug.-Rpt. April - A u L . . . - ~ ~ .  - - 

1W0.4l .. 8 s i  I i i 1 i f 7 6 
APT.-Jan. Feb.-Lbr. Apr. k Mey 6 April AUK.-Bhr. 

June July-=. 
1941.44 .. 3 a b i + 7 6 

A r. & May-Dec., 
Jan. Web.-W. 

1042-43 .. a a + t 7 6 

19ra.a~ . . a a 4 4 .L. - ' 6 
April Df6y 

I t 7 1 
Memh A v o - h t .  

I t * 10 (I 
Aug.-Nov. July-AUK. Dsc..W. Apr. -Nav. 

Elahmga Indian 
B - w  -- a. LL-E~. k.;.z=- 

1948-49 . . 3 31 3 1 f 1 3 ? 1  I ti I) 
J-.-%w. Apr.-ah. Jan. Apr.-Dm. J.n. & Apr.. Jan. Feb.. Fob.-Mar. APT.-Fnb. 

Fob.--. Msr. h. MIU. 
I a t  of 1w- 

April . . 3 3 I 9 to 10 
M*r . 3 3 0 to 10 
Jme  .. S 9 i 0 t.0 10 Jolr .. 1 3 + Q to 10 i Augnrrt . . 3 3 4 9 to 10 
September.. 3 3 9 to 10 
Ootabar . . 3 3 t 9 b 10 
N O V ~ ~  . . 3 a 

i 
P to 1 0  

~ - b g  .. a 3 10 . - 
A y -.a 9 a . .. - J . n a y  .. 3 D to 10 

Febnluy . . 3 Y f I t  1 9 til 10 

Mamh .. a c a m  
at 4 f 14 1 12 to 15 
mtt 

The Rtsodud rate at whioh the Reserea Bank of India i repued to buy or mdkount bidla of exchsnge 
Imperial Bank dbconnts &at olasa t h  mnnbha comms~die1 bile. t+ Imprid Bank of India Hundi Rate in 
These ass moffioicrl quotations. 8 Qwted by the largar banb irr  bomb.^, 11 Qaotud by the E x o h g e  k k s  



MENT XXlX 

R m  Average DOPW~  at^ 
\ 'h-w r I - - - -  

Fbmby Bill H a t ~  3 m o n t h  6 monthn 1 2 mnntl~s 
---h--------r parosnt -.--- 

Hlxhwtt lloweet p r  mnnunl H~gheet L-t H~gh-t  l a w m t  Hlgtmt L O W . ~ ~  

. "1 - 3 I .!?I 
AD'.-July October 

54 3 1.43 24 1 24 1 )  2 
Apr. & Feb. ( Intoher 

1 t 
~Ircnuary ~\ug.-Ropt. Dm.-Jan. . - 4 1 1 g . - ~ f k i p t . , , ~ . ~ J ~ .  Aivz.-Be~L. 

6 t  St 1.87 3f 1 2 b I - 
.ran.-Mar. Apr.-Aug., 

14 
Sopt.-Feb. June Sopt. June-Jdy Rept. & Xos. 

0rt.-Nov. J h . -b i er .  
a$ sf 0.219 2? t 2f 1 f 3 

.I an. -Mnr. Apr. -AUK., 
' t  

Apnl %pt.-Mar. April AUK.-&r. April Xay-Mnr. 
0ct.-Nov. 

ti 4) 0.80 
April May-011t. 

5 i  4l o.49 
.Apr...luly. nug.-nrt. 
Nov.-&. 

51  s) C l  .4o 
(April- kfanrh) 
71 5.) 11.42 

Jan.-Mar. Apr.-0r.t. 

74 ( I .  46 

f 74 O.4R 
Jan. -MM. Apr..Jan. 

It f It f 2 1 t 
Apr.-May 8ept.-Oct. Ayr.-Moy 8ept.-Oat.. Apr. .May ..I  me-Mar. 

Dm. -Jan. 
1 4 14 1 I t  14 

APT. -Jm,  July-Nov., APT.-Junn. Jply-Mar. , , 
Dm.-Jan. &h.-Mar. 

t t It f It 1 
All?--May, Jl~ne-.Sep(.. April May-Rept . Oat.. Dm. Vmh. Ziar. 
fjck.-Mnr. 

I f  t 1 I f " ' I  
F@b.-&. AUK.-Fob. .May-Aug., Aug..Nov. Fab.-Mar. Apr. Fel~ 

Feh.-Mor. 

nr other romnerukl paper eligible for prlrr.)lano ur~der the Resen-e Bank of lndia Act. t Tho rate at wllioh the 
CMcl~ttcr st~own in brackets. f Ha& at whiah bills of amall tradem am ~~ to have been discounted hy 6hlmffn. 
and mme of the Ierger Indian snheduled b&nb;lr. 



STATEMENT XXX 
CONSOLIDATED POSITION (~VEEKLY) OF SCHEDULED BANKS,* 1948-49 

(Reference porcrgrarph 87) ( ~ n  lathe of rupewl 
Iklsnoa 

F'riday Number of Demand T irne TOW Vajh ax11 Xdrances ~1ll8 

1948-49 Reporting Liabilit13~ Liabilitiee Lirbilitios Resows Discounted 
B& Bank 
(9 (2) (3) (4) (5) (0) 

April 2 .. .. 10 1 682,28 3 15.26 997,M 37.78 'iP,55 
(7) 

442.2S 
(8) 

16,W 
w . 9 6 )  (80.11) (1 01,07) (4.03) (6.70) (3WDD) 

,I 9 . . a  10 I 887,29 315.82 laaoS,10 3333 76.66 442.46 17.16 
(97) 

(81.54) (19,65) (101,18) (4.05) (9.59) i37.Y2) 
16 .. .. 10 1 692,09 314,19 36.62 73,50 443,I 7 17,65 

(99) 

'i%E) (83.48) ( 19.25) (3,991 (9.20) (38.04) 
I. 28 . . . . 100 8%9,82 3 10.99 1,000,8i 31.74 76,24 437,44 1?,30 

(80) 

(83.89) (19.39l (103.U) (4.07) ($.lo) (37.13) 
1 )  30 .. .. 10 1 691.80 31 1,73 1,005~63 37.06 82.13 437.66 17.14 

(82) 

(84.04) (10.14) (103,181 (4.07) (932) (33.23) (W 
" 
4 .. .. 10 1 663.33 31S,87 37.00 74.34 438.16 16,99 Fa) (18,301 (3.95) ~'Jl0T (31,101 

DS 14 .. .. 101 883.33 314.86 W 8 , l B  38,22 76,16 437.68 
(8'2) 

17.02 
(82.66) (18,101 (100.H) (3,90) (10,05) ( 3 3 m  

sn 21 .. .. 101 889.06 312.68 1 .UOl,76 38.53 81.70 435.10 
(551 

16,76 
(82.~0)  (le.07) (1 w,cls) ( 3 , ~  (12.27) 

28 .. .. 101 692.76 313.47 86.63 
(33.24 (5W) 

BS lsWaD 39.23 431.81 16.16 
(%qw (18.02) uaqw (385)  (13,101 (33.95) (60) 

June 4 .. .. 101 691.82 313.34 1,006,16 38.66 86,Wi 431.02 15.87 
(83,871 (17,331 ( l O l f l )  (3.48) (13,141 (32.37) 

11 .. .. 100 694.10 312.98 1,007,08 38.97 81.32 434.34 
(55) 

#. 15,w 
(83.88) (17,M) (101a4%) (5.70) (12,901 

100 312,88 39.70 
(31.91) 

90 18 . .. 890.45 flml*4 4 80.68 437.98 
(61) 

16.19 
(81.83) (17.43) (t@W) (3,81) . (16,M) (31.61) 

r. 26 . .. 100 893.82 311,BI 1 D W D ~ ~  39.81 86.73 435.55 
(80) 

15.76 
(8e.a~) (is.61) (106,411 (3,701 ( 1 6 . 9 ~  (32,861 (62) 
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STATEMENT XXXl 
CONSOLIDATED POSITIOS OF SCHEDULED BANKS SIXOE 1937-38 

(Reference paragraph 87) ( In I I B ~ ~ ?  of rupees) 

So. d TOW Bniances Exoeer cd Total TOW 
Aretame RepartinB Demand PnanloOI Tlmr Smvim Demand Carh with (k) an* and Pcrrmtow .4d\kni* r Bills Advance8 Pcrwnta#e 

of bpnka rt L~btlltfcs oJ Liabilitter Dcpf tr t  m d  Time Raerrt overthe brllnccr of Dlr- and BIUI of 
Ridw the end d fb) to (f) Llabll~tlcr Bank s t a t o t m  wlth (j) to (f) cnunt~rl Dincounted (n) lo (f) 

Flplues parlcd mlnhnm Beeme 
Bank 

(0)  ( b )  (f) (4 (f) (Y) (h)- iQ (3) ~ k )  (0 in) 
1837-36 . . 50 126,66 b6.0 103.99 . . 230,85 6.37 

(0 )  
24,64 15.18 30.94 13.40 108,13 6.00 114.15 49.15 

1938-80 . . 51 123.51 54.6 103,30 227.1 1 8,36 16.88 i.6? 22,26 9.80 111,34 4.60 116.94 51.06 
2939-40. .  66 132.64 66.5 101,06 38,116 934.59 6.73 17,30 8,83 24.03 10.24 121,47 4,Oi 126.44 53.90 
1840-41 . . 58 155,i9 60.6 101.19 37,58 256.98 7,96 36.00 36.28 44.04 17.14 115,70 3.60 121,39 47.24 
1 1 - 4 2 .  58 200.13 86.9 103.37 37.24 303.50 0.16 36,16 94,08 32,31 10.65 115.32 4,82 J20,18 3Q.69 
1942-45 . . 61 308.28 74.6 104,!21 48,30 410,49 12,95 56.73 38,33 68.70 16.73 93,66 2,ld 07.86 23.88 
1948.44 . . 76 456.63 76.2 142,78 68,03 500.41 2457 63,63 37,98 84.20 14.05 156,14 5.50 161,7S 26.98 
1944-46.. 84 684.80 75.1 194.11 90,58 778.92 27.31 89,25 36.90 116,56 14.96 224,2? l l ,I6 235,38 30.22 
194646 . . 91 654.53 71.6 269.62 Idl.ii6 914.03 34.80 80,91 51.99 124.71 13.64 286,07 16.05 301,12 32.94 
1946-47. .  96 725.54 69.2 313,lI 133,M 1,048.85 41,11 81.26 38,51 122,36 11.67 406.39 21.32 42i,71 40.79 
194748 . . 101 706.63 67.3 343,89 149,71 1,050,M 38.92 100,81 58,M 140,73 13.40 427.54 16.82 44436 48.30 

(7486) (28,391 (10.36) (103,!46) (4.29) (484) (1 3 3 )  (10.23) (39.40) (1 ,OO) (40.40) 
1948-49 . . S4 674,56 66.9 3@3,!8 140,30 97944 37,jI 70,63 36-82 114.14 11.67 4?4.86 18,44 441.29 45.10 

(83,?4) (81.9) ( 18.~6) (102.30) (3.88) (1 1.32) (6.76) (ln,20) (14.86) (34,491 (70) ( 3 5 ~ 2 )  (34.8a) 

8 
A p d  1648 101 688.68 68.71 313.60 142.15 1,002.25 36,96 76,81 35.10 112.76 11.25 440,60 1?,?2 457,82 45.68 

(82.78) (80.93) (19.51) (9,92) (102,20) (4.04) (8.63) (4,lO) (Le.65) (13.39) (37.16) (88) 138,02) (37.17) " Xay , 101 687.12 68.66 31572 141.52 1.000,84 %,SO 79.70 39.07 118,OO 11.79 436.69 16.73 452.42 45.30 
(83,W) (82-10) (18.12) ( 9 , s )  (101,21) (3.87) (11,12) (6,BO) (14,09) (14-81) (33.22) (SO) (33,81) (33.41) 

June .. 1 0  892.65 68.90 312.88 143,48 1,006.20 38.28 83.28 42,40 122,66 13.19 434.72 15,93 *50,65 44.83 
(86,59) (82.78) (17981) (9.10) (103.40) (3,67) (14,W) (10.26) (18.57) (17.98) (33,19) (59) (32.78) (31.70) 

July ,, 98 690.10 69.08 311.53 144,28 1,007,69 39,19 96.09 54.05 135,18 13.41 421.06 16,86 436.92 43.36 
[27.101 [&I [27.@41 

Aug. ,, 98 692,44 66.89 312.77 145.16 1,005,21 38,29 98.64 57.78 188.93 13.63 401.23 15.50 416.82 41.17 
[20s701 [w [21.53) 

Bspt. , 98 689.90 69.16 307,02 143.89 907.58 38.84 98,76 53.11 182.40 13.27 391.17 13.94 405,ll 40.61 
122,021 La21 [22,36] 

OCt. ,, 95 676,16 69.16 301.63 142.34 976,69 7 ,  74,07 34.28 1,93 11.89 397,27 13.62 410,80 4g.07 
122,851 [snl [22,97] v 

Nw. ,, 95 671.24 89.19 298.86 141.58 970.i0 68.29 15,@8 36.44 4.27 11.38 4O3,3b 16.24 419,59 43.26 
l24,S2] 1151 124,973 

[26.4 11 [27.65] 
Dm. ,, W 664.80 69.03 298,28 141.36 963,08 p.29 71.09 39,46 107,08 11.21 412.47 18.13 430,60 44.71 

[1,241 
Jan. 1940 95 853.23 66.69 295.07 140,38 59.05 20,40 R6,55 10.08 440.54 18.96 439,52 48.46 

[31,84] i251 [32.09] ' i 
Feb. , 95, 642,'79 88.78 2991.76 0 . 1  934,55 iW.77 65.95 17.98 91,:2 9.81 455.64 15,61 473.35 50.64 

[31s3gl [el [31.471 
M m h  ,, 94 633.97 68.85 ?P6,86 140,30 920.82 35,81 52.83 15,39 C)8,44 9.60 471,43 li,B8 48@,11 53.32 

[33.25] [QI 133,361 
-WW :-AnmudJC#uwr: FWa fa Bunna am excluded. Data relate to undlrMed m a  bpto 1047-48. thoee ior 1948.40 arp ior the lndlnn I'oico. F I ~ U I I I I  r h ~ u r  !o trrtkclr, m1 '(1) relate 

to Pakistan. u e  aver- for tho pericda 15tb August l@4: to Yrufh 1948 and Aprll to June 1948 In r t w r c t  uf the yrars 1947-la and Isle-49. 
M a  relUc to the Indlm Onion. t h w  for Paklctm are &own ulthtn bracket. npw June 191F. Fmm July 1948 inrcr-bmnt bomwinp~ ere F.hom rlthh 

r w t a ~ u  brackcb tot&. 
t For tbe nrpae rrf kction 42 Of the h e m e  Bank d Inllrr Act Snvln s D t w l b  arc rlagr~tlrd under dmacd  o: M e  l .nL~I! l  L ~ ~ c c r l :  I ,: :I, t )  c :I:.c. c l  I t,r - ( 1 r ? ( h < ' b : l  bfillkl 

1 1  Xtepert of Wl&&rnrl d &ow depcaits. Annual ma ue .a on Iact prldap of &%arch, andmonthly figurer srt. on Isst Rldny of  cach mourh . l l p n r ~ ~  ,(a Pak~dao ~xcludc +kc,-? fur 1 ahsrr c i d e .  
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August - .  . . 123.04 
(6.W 

September . . . . 124.73 
16.431 

October . . . . l27;49' 
(6.72) 

Sovember . . . . 127.83 

December I. . (6.W . .  128.84 
16,31) 

Jammy ,-. . . 122,68 
(6.26) 

Febmuy . . . . 121.08 
(629) 

Mareh . . . . . . l24,87 
(6,lo) 

April . . . . 
May .. . . 
June . . 
July .. . , 

A=@* , " 9 .  

September * .  
October 1- 
Novembar +.  

D ( ~ ~ m b e r  >. 
Jm-Y I .  
February + . 
M m h  . . . . 

,Vote :-Figures fcr Burma are shown wjthin bracketa below those for India from, April, lP35 ; b e l a n c ~  
ior Rurrne. 

wit): the Reserve Bank are inclurive of the figurea 



80'282 9;'l)I 1 90-SZ 9t.9~ I t9'EgE " .' iult ?&'6)[ 6P'gg OC'L I 68'Lt 1 Of'BBE i . . 
; I 

CI'IEZ ' TB'I~ 9I'SC lgij'r,I 99',69 " " . * ludy os'p[ LB'Pt 96'91 $ ZZ'FZI 66'OS& t 
c J L 1 T' 

9)-018b I 
! ! m-nit 

soao 1% 
(a* 1 
68'6 
(~8) 
98'6 
(~1) 
18'6 

(ar 1 
8iC6 

(94 J 
~9'61 
(9t) 
99'8 
(09) 
rz's 

tse) 
86'1 I 
(re) 
V2'8 
(~9) 
SC'8 



~,'ts* 6ir'~~ 1 O'SPE 89't0L 'v . ' 
. Lamruqe,g 

4: PI 'PIE or 'as 98'l.t az4eet %%OL 

Lssk 19'09 pp'[gL !) " . . 4~unrrsy I~'IPE k 9.p1aor 4 oa'st 
69'988 81'80L 

01'99, 10'09 CG'OEC 01'08~ '' ' ' 
. . Jaqrueoea ~T'LZI tt'8L 08'2i QZ'08Z LO'ILQ 

66'96; E9'08 ~0'82 6 L 'OX ~9'964 " ' ' ~JJUI~ I l 'ZEZ Qt'lt 8P'R $L '89 1 9~~~9 . . 

%'EEL LO') L ~8'81, 68'81 7; ~C'Z~Q -- . - x~utuqax rs'm 8o'~g OI'W PB'BB I 1r919 

8P'ILZ C;VcC;D IO'BZ IZ'IIB f.t'BO9 - . . b~enuap 91'P81 LE'PL ~B'ZZC 28'tQI 80'~W 

rabn 09'~: LV'ZB . i za'zoz 60'91~ " . . iegurax-~a og'~9r ~~'88 BV'LZ SZ'L~T as'm 



I 
'q~qoq fioleq sleqm~q ~@IW~IX u!qq!.~ umoqe em &quru~oq quwq-Jew! 'Lpp woad '$~uI emp op lsl3an~ ruml WTmq 

uy(??* u*rorp em u.ols!-yed XOJ twr@& .o!p~q peppwn oq qgeJ ea~dy Jqpse ! noma uv!pu~ oq9 n! s-luwq a+ el- Lf.61 1sna1W nlarJ -&%-; @ON 

Lsrj tsr'nsl (sa'ec) (SI'L) i ICI'V) (crc'oz) (6+'0$) 
97'96P LP'PS 9Z19& L 6'98~ WOE9 . . . . - qom~ CZ'LPP €9'89 66'96 SO'SIL? 99'898 

I trl [8 181 (~n'tl (rr'rz) cn~'zs) 

J 
ZT'LLP 28'99 IL'BE S1868Z If9 " P9'0R SG'GIC ! t~~~oa 

f [I21 [B 'LZl I (~0'1~) (LO%) I (99'68) 
69'09t Ild19 Zf '?€ tI'E6Z W'w9 " - &nuus ?+'GYP CC'CC Ls'C'IO , 9%'t99 

4 [ZZ] [9Og6&'1 (69'86) (!?c'c) (LL'S) (0%'~ Z) (18'0~) 

BO'Zti 8i;'LQ .@OF 16'06~ &~L)D .. Ja'lur='y 'f6')OV 

[sl [ti% 21 (ce'os) 
. . t0'91V I9'PS i1'8~ 19'~ BZ SZ'tL9 . J~~UI~AO~ 1t'r)HE ft'101 19'YB LE'IIS 

4 
I [QI [$961 I! (II~LC) (~9~~1 (LC'* 1 (ZI'TE) (f 0'0~) 

16'81~ w'qo OL'PS ~P'SUF PB'OLB -. - ~qo~30 01-rse GS'TO I' P~OC *I-c IC BC'UPB 

[?z I CVI'SC J (12'~) (fir1&) (of '+I (~6'88) Is:'P!#) 
96'ZOt 20'86 I;O'LE '?04Sf)& LB'LBP ' ' ~oqmd 10% 16'686 08't I I M'OE 76'~0£ 8 L'VEQ . . 

IvsJ lm's I 3 rrv'rrj :rs'n) ~ZZ'C) (~CI'I-~E) (tirr'to) 
90'6W 9836 69'2 16: Ua869 

' . . qsltziu~ G9'2LE 19'111 CC'SI: €G400f 90' LZQ 
__ -- .-.- - 2 

[st'r l I+9'?zJ 0.1 

8S'lZf Il'IIl !29'8& 18'tlB Sf41;D9 . ' . . " ltlnf Cl'EQP 9"~(ll SR'GB 88' [tt: ~S'LL~ 
(SP'EC) (08'9 1) (OL 'E) (19'81) (68'9~) 
IB'1PP EL'sS 18'OC 19'1 16 ZS'E60 ' ' . . . . JllCi~ 

18'8Z1. tL'LtI ~L'tf ' Pt'kWC QZ'L99 
(99'~s) (60-&I ) (98's l (~0'81) (roars) 
L~'LPV E9'98 C2'68 LP'E I E 9L'Z69 

' . . . - .bl( CZ'66P N'LOI tP ?8 90‘6~8 60'0~ 8 
(16'~~) (~9'6) (LO')) (P1'61) (VO'tb') 
08'f 9~ EI'ZS OO'LE &1411E 03'168 " . . " pdy 86'EQP (W'IOI GO'GS S6'8*E S166L9 



STATEMENT XXXlll 

(Reference paragraph 87) 
Bahcea Excess of Total 

with (e) Cmh and 
Cash Reserve over the Bdancaa 

Bank etetptory with 
minurrum Reserve 

Baulr 
(4 ' (4 cn @I : 

(A) Undivided India (Annual) 
(Bme: 1938-a9=100) 

90.8 164.7 207.1 139.0 
100.0 106.0 100.0 100.0 
106.5 108.9 113.3 108.0 
124.6 827.3 344.9 197.8 
143.6 427.6 316.0 146.1 
203.3 880.9 603.0 808.6 
322.4 400.7 498.6 378.3 
4?9.1 662.0 746.5 523.6 
648.5 686.2 682.3 560.2 
644.4 611.6 506.4 549.7 
623.7 084.8 769.0 632.2 

Total 
Advance6 

Billa and BiUe 
Din- Dia- 

oountad counted 

'rota1 
Demand 
and Time 
Liabilitiee 

Demand 
LhbiIitiee 

(5) Indimn Union (Monthly) 
(Base: 1946-49= 100) 

96.1 147.2 203.4 1ao.1 Ssptembor lBP7 . . 
October ,, . . 
November ,, . . 
Dscember . . 
J B ~ W  16413 . . 
February ,, i;.. 
h h  ,, . . 
April 
&Y 
June 
J ~ Y  
A~pust  
hptember 
OoLober 
Nommbor 
December 
Januery 
Februruy . 
March 

08.5 B8.0 96.3 98.8 
102.1 106.1 103.4 
104.7 ,Eli 116.2 107.4 
104.5 140.2 118.4 
102.1 166.0 120.0 ti 
103.0 g:: 144.2 116.0 
90.1 Q6.7 93.1 97.5 

102.1 B9.2 09.0 100.1 
96. i US. 6 88.2 94.6 ! 
97.3 77.1  56.0 83.7 
95.4 73.0 48.8 80.4 ' 

HP.9 tl8.B 41.8 77.5 
M o k  :- -Excluding Lgure~ for BUI-m. 

102.7 
102.3 
loo. 1 
99.5 
98.6 
9tt.n 
95.3 
94.0 . . 
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STATEMENT XXXV 

(Reference paragraph 89) 
(Rupees in lakhe) 

- Csn6re t 4 > 

April 3Zay June July riugust September October Sovember December January February Narch TOM 
BOMBAY- 

Number .. R.45,SA 7,48,131 7,34,012 7,84,190 8,79,876 7,1~9,039 5,50,351 7 , 1 1 9 1  7.93,123 8,15,757 7,42,810 8,42,663 91,37,384 
Amount.. 2,39,73 2,39.30 2,36,85 2,48,60 1,98,83 %,13,17 P.I2,53 .'.lf,32 2,39,62 2,48.73 2,02,62 2,62.33 2738.13 

C A W W ~ A -  
Number . . 0.23,098 5.73.731 5.60.072 6.33,244 5.29.183 6,66,415 4,14,043 4,53,243 5,40,310 5,51368 5,169283 6,03.023 65~OPP42 

, Amount . . 2.40.32 2,%1,26 - 2.05.98 ,10,61 I .  2,U,P8 1,98,8S 1 , 9 8 6  2.42.31 2.32,48 1,96.10 2.49,93 2 W , 2 6  

DELRI- 
Number . . 69,628 66,863 63,745 54,149 68.112 69,382 64,131 74,146 74,110 79.409 6D.9.20 87,117 8,60,612 

W 
Amount . . 12.53 13.83 I ,  l 3 , l 7  lo,l8 11.81 1fJ,oi 11,945 15,6% 1 ,48.ea 13,18 i 12,32 12.09 

ILLYPw- 
Number.. 42,579 43,421, 43.363 54,403 42,421 42,GSi 41,491 44.964 47,404 42,372 42.237 45,023 5,32,443 
Amount . . 10,S:! 1 ,  11,93 14,63 0.04 11.85 10.81 11.73 12,67 11,38 11,02 12.78 1 ,a,a 

MADMR. - k 3 li 4 
+ Number.. 2.09.083 1.03.972 I,O5.HOl 2.2.1,;54 2,09,532 2.24.858 1,93,,.LS; 2,22,3D3 8,28,784 2,13,620 2.21.389 2,69.011 26,94769 

Amount . . 30.83 30.04 311,73 33,N. 2.65 35.83 20.38 36.37 I b t ' !l 
34,63 35.81 38,84 4,Q2,02 

J 
-bd, Amtitsar, Celicut, Coimb~twe. T.&~w, hIdm&,  Mangdore, amla, Kamur, Patnil, Allahekad, Jullmrdur Clty, m a .  Dohra l h n ,  

Alleppey, Rajkot, Gays, Emgalom, Poo~~a. and New !)elhi. 



STATEMENT XXXVl 

Ibmbsy 
Cm!cuttn 
D m a  
Delhi 
Kanpur 
Karachi 
Lahore 
4Iadms 

. . . . 

. . . . . . . . 

. . . . 

. . . . . . . . 

. . . . 

. . . . 
Total 

I 

Fro ' OlRcts in 7 
Bengd:Circle . . 

I 

~ o m h 4  Cimle . . 
i 

31aclrnsiCircle . . 

(A) REMITTANCES TKROUQII THE RESEBVE RASR OP INDIA 
Telegraphic Ik.~tnsfers ifsued and paid, 1948-49 

(Reference pragruph 90) 
(In l ~ k h u  of rnpnes) 

1947-48 194849* 
r-------- -- -.------ - 

I r -  ---__ -- 1.-- ----- 
April to October to April to duly to Octolmr to January to 

Sopternher MRI'OJI Jlmo September Decembor March 
r---='--, & --- & - 

Is& Paill Jasucd i d  I~xued Paid Iesuod Paid I e d  Paid Iswod Paid 

. . . . 34.63 2.5.U4 

. . 3.3.93 ~ I J ,  1if . . "0.42 23.02 

. . 46,63 31.93 

. . 40,13 36,58 

. . 438.31 563,01 
Figurea up to 1st July. 

IS6,3I 107.78 64,SQ 95,?2 42,12 99,SG 57,68 97,76 79,93 87.64 
130.65 226.32 ?U,23 108,36 82.30 86.15 50.82 126.23 79.07 118.70 

1 - 9.07 A3 
4 4P,G6 27.04 26.05 30.15 19,18 20.64 20,84 50.37 10.80 
19.43 2t,S6 8,37 1B,U7 24,79 6,09 16,28 0,193 12,98 14.61 
24,8li 71,32 1G,58 40.26 

7,24 19.24 6.36 9,SS 
35,7; 44.91 15.92 23,30 26.60 14.17 16,99 26,22 16.24 43,43 

385.29 5S7.63 216,84 320.18 208.35 225,15 168.11 280.98 217.67 264.18 
1Htd relate to undivided India ; subscq~wnt figiuw relate to the Indian Union. 

(B) REMITTANCES§ THROUGH THE IMFERIAL BANK OF INDIA, 1948-49 

(Reference paragraph 90) 
1 (Tn l ~ k h a  of rupaea) 

1. To Olicss in i n 

1 ,  1 r 

ikngal Bombay Jlackns T*. h n i j ~ l  Bombay 9 3fdrar Total & Hornbay P d m 8  ~.t.i 
Cirole C i ~ r l e  Circle 1 Circlo . Cirole Circle Circle 

5 Trlegrapl~ia Transfer4 paid, Mail ' r ~ r l i f ~ t x  mcoived, DraFta paaid and Demand Drafts purchased. + Rcviwd flgum. 
** Figulvu rolctcr to the Indian L-nion only : thoso for earlier ycHrit mlnte to undivided Irylin. 

I ;  
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Friday 
1948-49 

April 2 

June 4 

STATEMENT XXXVlll 
RESERVE BAXK OF INDIA : BANKING DEPARTMENT* 

(Referem parugraph 93) W l . k h r d m )  
LIABILITIES -€TI 

L A r 7 c > 
Dspo8Ib 

I L 
TOW 

Other LirbiliUw Notee Balances L o w  Other Bille 
II 1 Liabili- or and hsld and Loans purchased Invest- Other 

Central Other IS tiee Act& Coin abroadt Advencea md and mnta h a e t a  
Govern- Q o m -  Bank8 Othero 1- to  Qov- Advances dis- 
ment menu emments counted 

(J) (2) (3) (0 (6) (6) (7) (8) (9) (10) (11) (12) (13) (14) 
. . 2 4 2 . 6 2  21,06 8514 42,69 472.88 18.57 601.48 11.92 408,61 . . . . 2,66 72,84 6,41 

(66.65) (27.73) (2) (--I 
. . 2 2 8 . 5 8  16,21 88,BD 43,34 4 10.72 497.17 10,29 408,02 76 . . 3,80 68.70 6.68 

(83.17) (2R,46) (1) (--I 
. . 201.32 9-29 86,RZ 43.32 470.48 19,Sl 500,OO 10.30 410.05 1,08 9 10.13 62.70 6,71 

(60,95) (13,69) (-) (-1 
. . 266.87 13,68 88.95 43,02 473p3 21.10 604,72 12,M 41$85 10 . . 10,r)& 03.37 6,73 

(60,37) (14,37) (-1 (-) 
. . % 6 8 , 6 9  14.19 94.44 42.97 479,45 19.10 509.15 13.38 415.56 10 . . 9.34 64,84 5,02 

(57,99) (1 1.29) (-1 (-1 
.. 247.06 16.36 88,16 43-94 466,44 19.49 495.93 10.15 418.06 10 . . 0.67 55.07 6,88 

(57.05) (12.39) (-1 !. -.) 
. 2 6  11.77 0 4  43.29 405.11 10). 194,4¶ 11.41 l&33 10 1 5,f7 51,22 6,08 

(58.76) (12.00) (-) (-1 
. . 2 3 3 , 4 5  20.04 08.h 44.99 461.97 I" E1J7 1'"'" 4l7,38 . . 1 1,Yl 61.31 6.90 

t (61,431 (5,371 I ) (-1 ' (18) 
9 . .  230.10 23.38 IN?,? 44.31 4M.W 19 498,- 21.76 4 1 i 4 6  . . . . 1.92 62,QG 5,96 

(62,48) (6.03) I (-1 (18) 
. 217,78 26'31 " 1 5  45,81 M7,U 48" 16,;") 4 l r  . . . , 1,RQ 5337 6.26 4 (50.20) (7.32) (-1 
. . 217.82 18,38 98, 48.13 449.87 481.79 12,16 40 33 . . 2 1,09 63,36 6.71 

Y (69.76) (6,75) !' - b (12) 
. . 220.02 21.06 99,gll 46,41 462,ZO 21.20 WpO 2033 402.97 . . 4 97 63.07 6.11 

(69,17) (5.72) 1; t j  (-) (-1 .. 224,M) 18.03 101,t8 46,30 484,64 20.64 493,18 31.18 400,14 2 3 1,74 53.22 6.86 
(R1.36) (8,02)--------.--.-- . - - - (---) ---- (-) -- ----- 

4 '1 
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STATEMENT XLlV 
CJROULATION OF INDIA NOTES BY DENOMMATIONS SIHCE 1913-lkt 

I (Reference paragraph 99) 

NOTES IN CIRCLJLATION (In bkha of mpeee) Pmmiage io G m a  Circddon o/ dl notar czwp4 RD. 10,040 
A 

r 6 ,  * 
Re. Ra. R.. Re. Re. RE. Ib. Ra. Re. Rs. Ra. R8. Ra. Rs. I&.:. a. R8. I&. Ik. &. 

Yesrended(3IetMk.) 1 2 6 10 20 601' 100 6002 1,000$ 1 2 8-8 5 1 0 2 0  60 100 600 1.000 
1914 .: . . . . ' 1.61 17,73 8 1.78 17.81 2,64 0,17 3 .2  34.4 .2 3.6 35.0 6 .2  18.0 
1921 .: . . . . 9.62 61 14,06 62,67 3 3,84 47.22 2.53 17,81 6 .4  .4  9.6 35.6 - 2.6 31.9 1 .7  18.0 
1922 . . . - . . 9.93 87 15,84 67.61 3 4,06 64.28 2.06 14.68 6 .2  .2  10.0 36.8 - 2.6 34.8 1.3  9.3 
1933 .. . . . . 10.88 13 16,27 6 7  2 3.78 69.43 1.74 14,4l 6.7 .1 10.0 34.7 - 2 .3  36.4 1.0 8.8 
I924 . . . . . . 11.88 7 16.80 57,18 2 3.12 69,41 1,62 12,87 6.6 - 9.3 33.4 - 1.8 40.6 -9  7.6 
1926 .. . . . . 4,15 4 15,83 68.57 2 2.81 63.87 1.32 la,ll 2.5 - 9.3  40.5 - 1 . 6  37.7 .8  7.7 
1926 .., . . . . 72 2 15.66 76.88 2 2.23 60,32 1.19 13.20 . 4  - 9.2 46 . t  - 1 . 3  35.4 7 7.8 
1927 .. . . . . 44 2 16,49 72,86 2 2.15 60,09 1.10 13.42 . 3  - 9.9  43.7 - 1 .3  36.1 .7  8.0 
1026 .. .. . .  39 1 18,91 70,27 2 2.09 63,07 1.05 14.BO . 2  - 10.7 43.8 - 1 . 2  36.7 . 6  8.4 
1929 . . .. . .  36 1 28,77 74,65 2 2.01 86,78 Qfi 12,69 .2 - 13.2 41 - 1.1 36.6 .6 7.0 
1930 .. . . . . 36 I 40.97 89.08 2 1,80 68,88 84 10.78 .2  - 1 4 - 1.0 36.3 .3 1.1 
1931 .. .. .. 34 1 1&92 64,20 2 1,63 84,BR 77 10,76 - 2  - 12.6 42a - 1.0 36.3 .S 7 .1  
1932 .. .. .. 84 1 22.31 69,bb 2 1.61 63-07 70 11.67 . 2  - 13.2 41.2 - -9 37.3 .4 6 .9  1 1933 .. .. . . 53 1 10.05 61,83 2 1,28 67.65 68 11.83 . 2  - 13.0 40.) - .8  37.6 . 5  7.6 
1834 . . . . . . 33 1 21.63 87,41 2 1.3a &,90 GO 11,31 .2 - 12.9 4O.Oy - .8 38.8 . 4  6.7 
1935 .. .. .. 32 1 23,11 67,83 2 1,26 60.94 56 17.72 .2 - 13 .5  39.6, - .7 35.5 . 3  10.1 

t 
Year ended (31.d Dec.) 
1936 .. .. 32 25.28 09.31 63,35 . 7  36.0 .3  r .5  E .. .. 33 1936 .. 3 31-11 7734 ::% 69.07 ii i2E !: .8  36.9 .2 6.8  
1937' . . . . . . 32 1 32.46 76.03 1 1.26, 62,44 46 11.01 .2 . 7  34.0 .A? 8 . 0  
1938* . . !. . . . . 82 1 33,84 77,89 I 1,OU 63,81 37 10,61 .2 - 6  33.6 .2  6.6 

. . 32 P 46.63 08,29 1 76.67 34 13.78 $1 .4  33.1 . 2  6.9 
1040' .. lQaB* E : : . . 32 ..? 38.4 . I  7.3 
1941. . . r . . . . 32 1 62.23 134,69 1 61F 113.13 36 28,20 -1 .2  33.3 .1 8.a 
1942 .. .. .. 32 1 106,74 2111.21 1 4& 202,82 62 M,07 - . 1  34.8 . I  9.3  

142.48 302.93 1 34.9 .1 10.9 . . . . 32 8,73 148,80 383,a8 1 382.61 32 100,93 - 38.0 - 10.1 
- 41.8 - 9.4 

1946 . . 197.09 546.40 - 
1847 .. 
19485 . . . . .. 32 29,21 1 180,133 633.23 - I!!' 4li4.29 

i t  r I 
I t Excluding (1) the Government of India one rupee notes inhduced in July 1940, whiah are treated for the he Bank aa mp& win, and 

(2) Rs. 10,000 notea (domonetieed from 12tli J m q ,  l946), which were mainly ueed by benLe for making large payments. $ Demonetised from 
12th Januuy, 1946. * Including Bnrmo not-. Set of adjustments mado on account of India notea retunled from in Pakietan between let A p d  
and 31mt Ilacember, 1948. ,, i- I 
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(Reference paragraph 103) 

P E ~ I O D I  or  h s o m m o ~  

Sept. 1920 to Mar. 1921 

Ang. 1021 to Doo. 1921 

8ept. 1922 to Deo. 1022 

Snpt. 1023 to Feh. 1924 

Aug. 1924 to Fob. 1925 

Aag. 1926 to Ihc. 1925 

Sept. 1026 to Feb. 1927 

Ang. 1927 to Dec. 1927 

Sopt. lH2R tn Doc. 1928 

Oot. 1029 to Dm. 1920 

Aug. 1930 to DM. 1930 

Bept. 1R31 to Feb. l(332 

Aug. 1932 to llec. 1032 

Sopt. 1933 to Feb. 1934 

bp t .  1934 to Feb. 1036 

Bept. 1935 to Apr. 1938 

Ale. 1936 to Mar. 1037 

8ept. 1937 to Fob. 1938 

h p t .  1938 lo Ireb. 1930 

Sept. IF39 tn June 1940 

Oct. 1940 to .Tun* 1941 

Aitg. 1941 to June 1944 

Aog. 1944 to dune I945 

Anp. 1945 to Lkc. 1945 

Fob. 1946 to Jnnn 1946 

Opt,. 1046 to Mar. 1047 

Oct,. 1947 to Mar. 1948 

Apr. 1948 . . . . 
Oot. 1948 to Mar. 1949 

(In lakhs of NP-8) 
PICMODS OF RER~RN 

. . Fob. 1920 to Aug. 1020 

. . Apr. 1021 to July 1921 

. . Jan. 1923 to Aug. 1922 

. . Jan. 1H23 to Aug. 1023 

. ;... . Mnr. If824 to Jiily 1824 

. . Mar. 1924 to July 1925 

. . Jan. 1926 to Aug. 1926 

. . Msr. 1027 to July 1927 

. . Jan .  1928 to Aug. 1028 

. . Jan. 1929 to €iept. 1929 

. . Jm. 1930 to July 1030 

- - .  . . J m  -1891 fo AIIR. 1931 . .. 

. . Mar. 1032 to July 11)32 

. . Jnn. 1933 ta Ang. 1933 

. . Mar. 1934 to Aug. 1034 

. . Mar. 1025 to Aug. 1935 

. . May 1936 to July 1036 

. . Apr. 1R17 to Aug. 1937 

- ;Fa kt,img=t,,, Awe =.: - : --- . 
. . Mar. 1930 t,o Aug. 1939 

. . July 1940 to Sspt, 1040 

.. July J941 

.. .July1944 

. . Jirly 1946 

. . ,Ian. 1940 
, ,-oD*L:'"-" -. - . . ,I-8 to kpt. 184dz ---'A' 

. . Apr. 1947 to Sept. 1947 

- 
. . Msy 1048 to mpt. 1948 

No&:-Inoluding Burme notnu rrp to April 1942. F-8 from April 1948 relate to the Indim Union 
earlier 8gnres relate to undivided India. 

. . . 
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List ot.Appmvod-#onschad~ WWmd Jnd 
Concmsional Raw of Remittances undw the RBCCITO Bank's 8chmo 

o? Remittance Faeilith 

I. Non-Schedultd D a n h  

1. A ~ n l l t ~ r m l  t+nclI~~duetrhl &nk Ltd.. Cmndapru. 
3. Amrit Bank Ltd.. .huritrrar. 
3. ARPloriahl B w k  of Tripura Ltd., (:alcuttn. 
4. Bank of Auudh Ltd., Aundh. 
6. B t d  of C i b h m  1,t.d.. Relgaurn. 
6. Dank of Chittoor L a . ,  Chittoor. 
7. Rank of K t ~ d  La., Eared. 
8. Bank of Konkan Ltrl.. Malva~i. 
9. Bank of the Phnt (1827). Geulruti. 
LO. Banthis Bauk LW.. Panvel. 
1 1 .  Ramilly Bank Ltd., Ihreiliy. 
12. Bengal Bonk Ltd., M n u t t a .  

13. BLu~ut Banking Co., I.M., Yilohr. 
14. Rhnret Indlwtrisl Bank Llcl., Pwm. 
15. Bbhnupt~r Bank Ltd., Dwhnnpur. - 
16. C m t d  Mcrcsntile Bank l~ td . ,  Monglryr. 
17. Ciwwla Dank 1.td.. RIULILU. 
18. (?hotanagp~u Rnrlkiug h w i e t i o n  Ltd., h r i h a g h .  
13. (:ommercial Bank and Trust I.td., M a d m .  
PO. ( , ! o ~ ~ ~ o n w c a l t h  Hank I.t,d., K u r u l ~ k o ~ u .  
21. DM Bank I,kl., Celouth. 
22. Eaetern 'I'rnderrr Bank Ltd.. Calcutta. 
23. K u t n r n  r~ l i on  Bonk Ltd., Dncc-a. 
24. Ymntier Bunk Ltd., Ihra Iemsil Khan. 
26. GwLetti Dank IJM., ~ s u h e t i .  h n .  
26. OiriaL Bank I.t8d., Cnlouttu. 
27. IIimalyn Bauk Ltd., Kangra. 
28. Him Billlion Bmk Ltd., Heemt. 

38. h h ' s  I d d  Ranking Co~l~oration Ltd.. k g a l o r e .  
30. In& National Bank Ltd., Calcutta. 
31. Jay& Laxmi Dank Ltd., Mangdore. 

-- 
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32. Kanniks Bsnk Ltd., Madrss. 
33. Kernstdm Bank Ltd., Mangalore. 
34. Kotegiri Bank Ltd., Kotegiri. 
35. KulitelPi Benk LM., Triohinopoly. 
36. Laxmi Industrial Rank Ltd., Calcutta. 
37. Maharashtre Apex Bank Ltd., Udipi. 
38. Mamwgudi  Bank Ltd.. b h m u g d .  

. -.4&pz , :z,*?&y 58. Mspv(~rpm P e r m a n t  Fund Ud., &$ayav&ram; .. . .. 
40. -larkode Bank Ltd., Palghat. 
41. Nain Td Bank Ltd., Nnin Tal. 
42. National Bank of Sislkot Ltd., Amritaar. 
43. National Eoonomio Rank Ltd., Cslcuttm. 
44. Pollachi Union Bank Ltd., Pollaahi. 
46. Yunjab and Keahnir Bank Ltd., LudlGana. 
46. Rajapaleiyam Commnmisl Bark Ltd., Rajapalaiyam. 
47. Itayalnseema Bank Ltd., Bellary. 
48. Reliance Benk of India Ltd., W r w  (formerly Triohinoply Bank La.). 
49. &ah& B a d  Ltd., J.udkiana. 
SO. &lem Btmk Ltd.. Salem. 
51. hngli  Bank JAM.. Sangli. 
62. Batanr Swaclenld Commnmial Co., Ltd., Betsra City. 
63. Shdlong Rauking Copratiorl Ltd., Shillong. 
M. Bind Nationd Dank Ltd., Hydershad (Rind). 
55. Sonar Bangla Renk Ltd.. Calcutta. 
66. Southern India Apex Bank La., Udipi. 
57. Subwbm~ Bank LM., Caloutta. 
58. Supreme Bank of India Ltd., Relgaurn. - -  - 
69. Surst.Wikiug ~orpomtion LM.,-B&%. 

' ' 

60. Burma Vallcy Bank J.td., Sylhot. 
61. Sylhet C o m m i a l  Bank Ltd., Shillong. 
62. Tennur Bank Ltd., Tricbinopoly (formerly Trichinopoly Tennore Hindn Permanent 

Fund Ltd.). 
63. Tezpur Induntrial Bank Ltd., Twpur. 
64. Union J3mk of Rrmgal Ltd., Calcutta. 
Rli. Union Bank of Bijaptu and Sholapur latad., Bijrpur. 
66. United R d  of Karnatsks I.td.. Bagdkot. 
67. United Weetern Bank Irtd., Satare City. 
fl8. ;Vijeym Bank Iltd.. MMgalom. - 

11. Indigenous Blat~kert, 

I. Menam. Balcakrarn Dwarkadas, Simls. 
2. Msarus. Bhaulal Bankem. Shahjahmpur. 
3. Meesrs. Durgmh Mohadahh, Rsnikhet. 
4. Mr. Ranohodbhai Bhaiohandbhai 811% Bombay. 
6. Union Banking Service. Chiplun. 
6. Meumm. Moolohand Ramprasad, Bands. 

...-- g>s-: " U .. -r .I 
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