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debts, clean-completely and tlroroughly. The­
Dra~n is a very real thing, Oh! for the shades of 
Dadabhai Naoroji and Ranade, and this will add' 
to the poverty apd the low income of the people­
of this country. 

Lest we be accused of exaggeration and of 
unreasonableness, it is but enough, if we refer to 
how Englishmen themselves feel about the £30' 
to £36 millions which they have to remit to 
America every year. They are themselves now 
under the harrow 'and they must sympathise 
with Indians unless they are crassly selfi<:!h­
natured .• The settlement of Arperican debt has. 
been acclaimed as the greaiE'st act of honour 
and integrity which no other nation can emulate, 
though there has been opposition to it from two· 
extremes. 1\s I have stated before, some Ameri­
cans hold that England has hoodwinked 
America by making the latter forego half the 
debt. But there is Mr. Lloyd George who has 
d.efinitely stated, there was no hurry to settle' 
this debt and that he would not hav6 settled it 
till the Allies paid their dues to England. This. 
is a kind of repudiation and we have therefore­
a supporter in Mr. Lloyd George. Will England 
generously forego her claims on poor India?' 
It is perhaps easier for &a camel to pass through 
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the eye of a needle than that at any time 
England would bring herself to renounce her 
claims specially on India, even though 90 per 
cent. of them are thoroughly unjust .. If rich 
England turns a deaf ear to this modest demand, 
poor IndIa will continue to be an economic 
~lave to England for an indefinite length of 
time just as "lhe had been for the last one 
century and she will have to puff and sweat 
and pant to meet these ever-growing Home 
Charges or trIbute levied on her. 

It ii interesting to note how Englishmen feel 
about the £3o.lliillions due to America, a Rum 
almost equal to our Home Charges. What 
applies to England applies to India in still 
larger measure, One English writer says, 

.. Payment can only be by way of gooas, or­
services, both of which the workers muat 
supply and go short by this amount," 

An English paper writes, 
" Money sent out of the country is money lost to.. 

the mdustry of the oountry," 
Mr. J. M. Keynes, thE" famous economist, has 

graphically def1cribed the rt:-~ults of this payment 
in words which can be easily applied to Indian 
conditions and ne€'ds. He says, 

• "It scarcely requires ilJustrations to bring hom~ 
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the magnitude of this burden. We shall be 
paying to the United States each year for sixty 
yez.rs a sum equivalent to two-thirds the cost 
of 0l!r Navy" nearly equal to the State expen­
diture on Education, more than the total 
burden of our pre-war debt, more than the total 
profits of the whole of our mercantile marine 
and the whole of our mines together. With 
these sums we could endow and splendidly 
house every month for sixty years one univer­
sity, one hospital, one instItute of research, etc. 
etc. WIth an equal sa.crifice over an equal 
period we could abolIsh slumi and re-house in 
comfort the half of our population which is 
now inadequately sheltered." 

So then, all these years, our people have 
been really deprived of their comfort, of greater 
expenditure on education, sanitation, hospitals, 
etc., and till this bleeding is stanched, the con­
dition of India's masses will be one of unrelieved 
gloom. While they set up such whining and 
squealing even with all their riches, how cons­
.cienceless the Englishmen are, in piling up great 
burdens on India like increased interest charges 
..and War Office payments with the egregious 
Lee Commission bringing up the rear? 

To sUOl up, we are now paying Rs. 45 crores 
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on Home Charges instead of Rs. 14 to Rs. 2() 
crores and when the Blackett scheme of redemp­
tion of debt comes into operation, we will be 
paying Rs. 2 to Rs. 3 crores more· 

V 

Till now, we have dealt with loans and 
interest charges as between India and England. 
Coming to the total debt services, they reveal a 
parlous state of things after 1919-20. Sir Basil 
Blackett and tilo Inchcape Committee compare 
the total debt at present with that of 1913·14 
and attribute Itai't of the growth of .the un­
productiv€' debt to the war contrIbution and 
part to the deficits. India does not grudge this 
£100 millions and her financial position was so 
strong that this sat#ery lightly on her. Our 
difficulties did not at all. ~rise with that gift. We 
therefore take our stand from the year 1919-20. 
To pay up this contribution, the rate of interest 
for internal loans was 5~/~ in 1917 and 1918 
and it actually decreased to 5% in 1919. 

The rot set in after the Reverse Couneils 
sales hopelessly despoiled the country of its re­
sources and monetary strength, and one of the 
results was the gift of Mr. Hailey to India of • 125i crorE)S of 67. loans In three years, 1920-22~ 
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The following table gives a true idea of the 
". great burden on the tax-payer"l as the Inch­
cape Committee put it. 

Year, 1919·20. I 1924-25 I (Budget,) 

I Millions I Millions 
Sterling debt £192'6 £279 

(all figures below are in crores of Rs,) 

or in Rs. I 288'9 I 419'2 
Rupee debt 376'4 _ 507'3 

Total debt 665'3 926'j 
-665'3 

Increase in debt 261'2 

Interest charges, 

Total 30'38 42'6 
England 12'1 18'0 
Unproductive 

debt 14'8 18'32 
Ra.ilwa.ys 13'14 19'0 
Net interest on 

ordinary debt 
after deducting 
interest re-
oeipts 6,8 15'15 

The figures are subject to any ~ht modifications, the difficulty 
"being the £1=Its, J{I rate in 1919·20. 

, c 
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These figures speak for themselves. In 1919-
"20, . the Afghan War was over. There was no 
,excuse of war to plead in the later years. This 
·is in strong contrast with the policy adopted 
in England. Mr. Philip t;nowden, the Chancel­
lor of the Exchpquer in England, in the course 
-of his budget speech in the House of Commons, 
'Said, 

., The total debt reduction, external and internal 
since December 1919 was over 650 millions or 
practically the amount of the National Debt at 
the outbreak of the war. (Cheers.) That was a 
wonderful \t!d most creditable ttational 
achlevement. (Cheers.) Moreover large debts 
were owing to us. (Loud cheers.)" 

He also added that the interest charges have 
been reduced by 40 millions. Is there anything 
which Mr. Hailey did or even Sir Basil Blackett 
is doing that we can recall with pleasure and 
that a Legislature would welcome with cheers ? 
{)'ur finances have been managed in a different 
way. Instead of reduction for which great 
possibilities presented themselves, the II dead­
weight debt" has increased by 261 crores in 
five Years, while the debts owing to us have 
vanished, or, are in dang~r of vanishing if the 
Gold Standard Reserve is operated on in the 
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same manner. (We shall reve~t to this later 
on). 

It will be asked what has Reverse Councils 
to do 1Vith increased debt and interest charges­
which are due to productive expenditure no less 
than to the deficits of these years? First .. 
taking the interest charges, the direct result of 
the policy of 1920 was tte flight of capital and 
the high rate for internal loans. If there had 
not been this bit of Governmental lunacy, the 
rate of interest should have been 5% or even less­
than 5%, at about H%. On the 125 crores 6% 
loans, 1ndia is paying] i crores annually more 
than otherwise. Under normal circumstances, 
the interest rate would have come to 4 and 4l%,. 
and including the recent loans of 5% interest, 
India is paying l! crores more every year. 
Under sterling loans, the unnecessary high 
interest due to 7% and 6% loans, which India is. 
paying, will be about a crore. On the whole 
2; crores is wasted on high interest chargesr 
This matter is of special importance in view of 
the vain boast that Sir Basil Blackett made at 
the time of Sir Si vaswami Iyer's censure motion 
on the Alliance Bank affair and of the great 
play he made on the "oonsequent reaction of .. 
Alliance Bank failur~" on "the favourable-
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conditions in .th~' money market Goth in 'tond~ 
and in India." Sir Blackett then said, 

.. The London 'loan for the Railway purpOses. 
was urgent and w~! to be floated, wlie~ oB'ered 
the most favourable opportunity. After May 
the bank rate went up from 3 W 4 per cent. and 
gilt-edged securities were Quoted 101¥': If there .. 
fore the Alliance Bank failure had precipitat,d 
a financial colla.pse tse loan in Ma, would have 
been postponed and if raised now, it would 
have cost a crot~ more than in May. Thus at 
lea~t a crore had been saved by the Govern .. 
ment'e actio'u" 

He spoke in the vein that this most paternal 
Government deserved our lmdying gratitude­
and that he himself was consciou~ that a statue­
would be a. fitting reward for his capacity 'fl~d 
his solicitude to our' behoof. In all htJmility 
therefore, may we ask him what he thinks of 
the 6% and 7~~ loans, of the increase in total 
interest charges by 12 crores a year, or if the-
80-ealled productive debt is ~xcluded, df" tlie 
increase of 4 crores of interest on ordinary debt? 
The increase in the interest on unproductive 
debt for 1924-,,!5 may be more than by 4 crores 
as it looks an under-esti~ate as compared wita 
1923-24. But, taking tbe net interest paid on 

, I 

6 
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ordinary debt after dedueting.,.,interest receipts. 
we find that it is costing India about 9 crores 
more each year. Strangely enough, support is 
given t<> thiil deduction in Mr. Hailey's Budget 
speech in 1921. He has always tried to minimise 
the losses arising from his policy, but in the 
very few luminous moments that he allowed 
himself the luxury of, he accepts certain results. 
In the Budget speech in 1921, under the heading 
, Deterioration of Position " Mr. Hailey say€!, 

fI (0 Loss of interest receipts (owing to the ear .. 
marking of interest on Paper Currency Reserve 
inv6stments to the dischargw "Of Treasury Bills 
issued to the Reserve to cover the loss from 
revaluation of sterling holdings in it) • 

• 
(lii) Increase in interest charges (while formerly 

the bulk. of our investments of the Paper Cur .. 
leney Reserve was in British Treasury Bills, 
on which we received interest, the bulk of 
investments now is in the form of Indian 
Treasury Bills, the interest on whlch is ear .. 
marked for a definite purpose.)" 

Though the proposal under No. 1 has been 
kept in abeyance after 1920.21, indirectly the 
burden caused by ttle cancellation of Indian 
Treasury Bills in the "Paper CUlTency Reserve 
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bas fallen on the Indian Revenues-which 
question will be dealt with presently. The 
result, however, is all the same and the net 
interest paid' on debt which wa~ 6'8 crores in 
1919-20 has gone up to 15'15 crores or by 
about 9 crores. Just as Sit' Blackett claimed 
that he saved 1 crore on interest chargRs in 
the Alliance Bank affair, so also in regard to 
thE' sale of 2 millions gold, he claimed that 
-such a step would bring in suhstantial additions 
to the Indian revt>nues. We were told in a 
Communique that" the Government of India see 
no sound alternati~e to making such inve~tments 
in short term securjties of the British Govern­
ment." Sir Basil Blackett enthusiastically 
stated, eluring the course of his speech in Bombay 
in December 1923, 

"First. we convert a. non-lDterest bearing asset 
into a.n interest-bearIng asset. Second, we 
increase our sterling assets both by the sa.le 
price of gold and by the lDterest earned on 

the securities in which it is invested, and 80 

reduce the amount to be remitted to England 
and #,ro-tat1fe postpone or avoid the neceslity 
for sterling borrowing." 

lB there anything whicl;l is more condemna­
tory of the policy of 1919 and 1920 than the 
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~bove 8I)d will Sir Ji3asil Blackg,tt tell us what 
be thinks of the 9 crores additional interest we 
are paying every year? This loss could have­
been e8sily av.oided if the policy, be 'enunciates 
now, had been then remembered. Why then, 
did 'the o-overnment of India first sacrifice the 
interest receipts from sterling assets and later' 
on have recourse to sterling borrowing and 
why do they now show such extraordinary and 
belated solicitude to get interest from sterling 
investments? 

There is one other item under the heading 
of interest which I shall jdst mention here, 
tbough it may be discussed in a more appro­
priate place at some length. That is about the 
interest on the so-called productive debt on 
Railways. The following figures would show 
that, in spi~ of Sir Basil Blackett's gibe at 
and recognition of, Railways ceasing to be 
productive, even under his control the Railwf!oY 
machine is running along in the same discredit­
ed rut: 

1922·23 
In orores of Re. 
Gros8 Receipts 93·22 
Nit Receipts 26·56 
Interest on debt J6·34 

1924·25 
(Budget) 

97·06 
29·49 
J9'()O 

+3·84 {79.09 
+2·93 31-62 
+ 2 -66 J3 -40· 
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This is to show that the increase in interest 
<on Debt is keeping pace with the increase in 
net receipts inspite of the large increase in 
fares and -rates and to that extent, the 
additional debt incurred on Rail~ays is a. sheer 
waste, a mere deadweight debt. It looks then 
~s if they have not heeded the warning given 
by the Inchcape Committee, and are wasting 
away much capital on open lines, on schemes 
of doubtful utility like costly remodelling of 
station-yards, wOl-kshops, etc. The revised 
estimate for 1923-24 shows a better return than 
-the Budget for.\;924-25, but if compared with 
1919-20, the deterioration is such that the 
Railways require mOl'e careful looking into. 

I am not sure wh~ther we are not III for a 
period of gamble on Railways just as we had on 

-Currency and Exchange. It is perhaps the tUfn 
of Rail ways, to India's misfortune. Sir Char~ 
Innes and Mr. Hindley are not behaving quite 
in a way to inspire confidence and to dispel 
-distrust; and Mr _ Sim, the Financial Com mis­
flioner, is fast degenerating into the Mr. Cook of 
1920 and 1921. U. P. seell1"1 to be a thriving 
,ground for official casuists and sophists. This 
new and costly post was not created for this 
man to jump into notoriety and to show 05 his 
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hauteur to perfection. However shallow an 
Englishman is, in India he is an expert and 
there is no humility in him. 

VI 

The deficits during the five years ending 
1922-23 have been about Ra. 100 crores and the 
deficits from 1920-21 have been Rs. 68 crores. 
This latter is in spite of new taxation levieu to 
the extent of Rs. 42 crores. To what extent 
these deficits and additional taxation were the 
aftermath of the Exchange p&ioey of 1920 would 
defy computation. To make an exact calcula­
tion would be too laborious a task even for the 
most experienced economist or accountant. 

Mr. Hailey, in 1920, heroically stated that we 
kre standing up to some present loss arising 
from Reverse Councils sales, to realise future 
gains at 2sh. That failed to materialise. In his 
Budget speech in 1920, he promised us a gaIn 
of 301 crores at 2sh. 4d. Instead, the average 
exchange for 1920-21 was less than Ish. 8d. 
Not daunted by the course of exchange, he 
estimated exchange for 1921-22 at Ish. 8d. 
But, really, the average rate of exchange feU 

• 10 the woeful depth of..lsh. 3'8d" a rate less than 
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any that preyailed during the last 20 years. 
The result of that bad accounting was that 
expecting huge gains, the expenditure on 
Military Ser~ices, on Wazirista~ and on Rail ... 
ways was vastly increased. But whEm the 
expected gains turned into a sure loss, the 
Ideficits were met by loans, Treasury Bills and 
increased taxation. Part of the deficits was 
due to the increase in interest charges which. 
could have been avoided. 

Here, I would like to ask one simple question 
of our rulers. By 1920 end, their exchange­
policy failed an~.they themselves admitted the 
failure and mistake and assured the Chambers 
of Commerce that the natura t causes were 
proving too strong for them. If they had the 
slightest modicum of honesty. would they not 
have begun economising and cutting short their 
unnecessary commitments even in March 1921, 
instead of being forced by the Inchcape Com­
mittee in March 1923? Mr. Hailey should have 
put on sack-cloth and ashes instead of making 
that bravado Budget speech in 1921, should 
have resigned his post it.1mediately or, if he 
had been a man of 'sense and sensibility', he 
should have gone to England and persona.lly 
implored the War Offic~ and India Offi,ee, to 
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'Spare india from further burde ... Ds.. In 1924, Sir 
Malcolm Hailey, as Home Member, went to 
England and it is stated" he was canvassing in 
the Houses of P,arliament for the support of the 
Government of India's p,ositiqn. That sort of 
mission, he should have undertaken in 1921 
itself and should have fallen even on bended 
knees before the Home authorities imploring 
them not to dictate or force on India costly 
'Schemes and policies. He should have re­
presented to them that the Exchange pollcy 
bad ruined India's financial strength consider­
ably and since they were, themselves tilt} 
irtstigators, they should hold up their hands in 
other directions. Besides, the prf'vious year's 
Afghan War alone left us with a deficit of 23 
crores, not to speak of the increased army ex­
penditure of £8 millions or 12 crores in 1919·20. 
Neglect of obvious duty in this direction has 
entailed on India a lObs of 30 crores in Waziristan 
operations alone. 

My statement that a simultaneons attack 
was aimed at India from a.ll sides like M'l.ck­
-ensen's on Rumania is not certainly an exag­
geration. I repeat that If they had left the 
4XOhange alone, it would have been all these 
years at about lsh. &d. and there would have 

c 
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'been fewel'. deficits' and lesser taxation. Sir 
Basil Blackett in his Budget, speech, 1923, 

.said t 

" Of the deficit for 1922-23, 5i Of> res .wo.uld have 
been saved, bad exchange been at lsh. 6d. and 
91 crores if it bad been at hh. 8d." 

This quotation is to show what we have lc:>st 
by unnecessary and untimdy meddling; but 
that would be no reason for raising the 
exchange hereafter. 

Now that the budget begins to balance after 
.almost reaching the limits of taxation, they 
have nG thous4t of reducing the burden on the 
taxpayer; but the country has been com .. 
mit ted to further liabilIties in the way of 
increased salaries and allowances, -wldch it 
would not have grudged under happier and 
under more honest conditions. 

From the above, which can of course be 
.amplified to justify us still further in our COD· 

blusions, it will be seen that the deficits and the 
unproductive loans are mostly due to Govern­
mental action. But, from the wreck there is 
luckily a good portion whiC!h can be salvaged" 
And, to that extent at least, the return to the 
mtio of Ish. 4d. in the Paper Currency Act, 
-should be welcomed. An official memoranduIn • 
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almost supports us and gives us .hope in the-
following words :- ' 

.. Tbe loss resulting from the revaluation of gold 
and sterling"securities in the Paper Currency 
Rese~ve should b.e regarded as real except to­
the extent- to which there 18 an appreciation 
in the value of these holdings on the restoration 
of the old ratio of Ril. 1'5 per £." 

Here, at least, is a method by which the 
Government can undo the wrong in some slighi 
measure. In the name of reducing created 
securities-on the basis of which notes have 
been issued-from 62 crores iI\ ~1920-21 to 491 
orores this year, a great burden has been 
inflicted on the people to the tune of 13 crores. 
When under the Paper Currency Act of 
September 1920, they had to rf-value the gold 
end sterling securities at Rs. 10 per £, eithey 
they had to withdraw 18 crores of notes im­
mediately~ or they had to issue their own 
Treasury Bills as a backing, about 18 crores 
being the difference in revaluation from Rs. 15-
per £ to Rs. 10 per £. Once in a way, they 
J)hose the wise course but tacked on to it the 
rather unnecessary condition that theS& 

, • I quote it as it is in the print, thougb a ,lip modifying it 
tdight1y la attached to it in type-wr,j.tton form. 
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Treasury :ftills or mere I. O. U:s should be 
extinguished from the interest derived from the 
Paper Currency Reserve and Gold Standard 
Reserve or from ordinary rev\mues apd loans. 
They have up to now reduced these I. O. U.'s by 
a bout 13 crores and this was effected first by 
means of the Paper Currency Reserve and Gold 
Standard Reserve interests and later 'On, even by 
using ordinary loans. In pursuing this will 0'> 

the wisp, 13 crores have been taken away from 
the people and used for a fruitless purpose 
called deflation. 

Thank Godo,. good sense prevailed in 1922' 
owing to the persuasion of Sir Montagu Webb­
and the interests from Paper Currency Reserve 
and G@ld Standard Reserve are being used fol!' 
revenue purposes instead of a suicidal policy af 
deflation. It is the only bright spot-absolutelY 
the only one-in the whole financial nightmare 
that gripped U8 and even here too, Mr. Hailey­
bad to be coerced as he called this act of using' 
interest rightly for revenue purposes and taus 
relieving the burden on the taxpayer, as "alit> 
act of spoliation." This rt'mark came with very 
bad grace from him. He was smitten with­
deflation-bubo. This utilization of the exe.e8S~ • 
()f £40 millions of th~ Gold Standard Reserve-
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for revenue purposes should be ~d"elJer unless 
another. jugglery sends it in the wake of the 
£55 millions Paper Ourrency Reserv@. That 
this is al~o contemplated and if> in-a nebulous 
fltage will be clear from the previous Budget 
speeches. This danger must be averted. As 
for Paper Ourrency Reserve interest, it is only a 
fictitious etltry under revenue and expenditure, 
a paper transaction swelling both revenue and 
expenditure totals. Here, again, in the name 
()f deflation or cancelling created securities, at 
no tim\;' should the interest be used as it would 
mean a self-imposed liability or additional 
taxation on the people. 

To sum up, 13 crores have been wasted on 
}>Ointless deflation, what should have gone 
towards the relief of the taxpayer and this 

, .amount is part of the deficits or the unproduc­
tive debt of the last few years. Now the result 
of the amendment of the Paper Ourrency Act to 
the old ratio of Rs. 15 per sovereign would be 
that it would release notes to the value of 18 
erores-which would be called by some as 
inflation. At present £22 millions gold and 
£14 millions sterling securities cover notes to 
the extent 36 crores at Rso 10 per £. With the 
ratio at Ra. 15 per £, tJle gold and securi ties 
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iVould back up notes to the value of 54 crores,. 
thus enabling Government to release1! crores. 
of notes more. This should not be used to 
cancel stilt more the I. O. u:~ but, at least to . 
the extent of 13 crores, tlotes should be issued 
and this 13 crores should be used to pay (:Iff a' 
portion of the unproductive debt. Compared 
with other countries, 62 crores of created secu­
rities in the Paper Currency Reserve will be no-

I 

inflation and, if there be any doubt about 
it, this inflation should be first effected and its 
result on exchange should be watched. Would 
the rupee depl'BCiate in terms of sterling, would 
it cost Rs. 16 or 17 to purchase £1? That is th& 
only test. If exchange under normal circum .. 
stances does not go below Rs. 15 per sterling 
pound, then the Indian Treasury Bills or the I~ 

O. U:s can be left untouched at 62 croces or so .. 
and it need not cause any alarm. I am 13urpri. 
sed that this lTnmpdiate result of the proposed 
amendment has not been noticed at all·in the 
various discussions on Currency and Exchange. 

Personally, I would suggest exchange at Ish. 
4d. gold only for the sake of releasing these 13 
crores to wipe off the previous debt incurred in 
defla.ting this amount. There should be no obli .. . . 
gation to support exch,.nge at Ish. 4d. gold, i.e.,. 
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above Ish. 4d. sterling, but exchange may be 
slIpported if it falls below Ish. 4d. sterling. The 
.exchange at Ish. 4d. gold should bE' operative 
-only to sell Coul/cil Bills, to issue rupees in ex-
-change for gold if exchange rises to Ish. 4d. gold 
owing to natural causes. This carries with it as 
.a corollary that at no time should the interest 
on Paper Currency Reserve and Gold Standard 
Reserve be used to extinguish created securities, 
but they should be used only for revenue 
.purposes. The Gold Standard Reserve may be 
used to support ex.change at Ish. 4d. sterling, 
or, what would be more benefiC9ial. the whole 
Reserve should be transferred in the form of 
gold to India, purchased in the world's market 
and not in the mischievously contemplated 
method of simply transferring Paper Currency 
lteserve gold to the Indian branch of the Gold 
Standard Reserve. Most of the above remarks 
may be quite out of place under this section, 
but since this has some bearing on the accllmu: 
lated deficit and debt and since this opens a 
field of lessening the debt by about 13 crores 
.at least, and of releasing for revenue purposes 
Paper Currency Reserve interest and Gold 
Standard Reserve interest for indefinite length 
..of time~ it has been disgussed here. Of course, 
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this deserves to be dealt with in detail under 
<lurrency and exchange. 

VII 

Into what ramifications, this one act of the 
Government has led the country! To follow 
them up really beats one's brain or patience. 
The reader might perhaps be tired of the con­
juring up of the details of what might have 
been. It is no doubt a fruitless task under the 
prosent circu~an('es. But certain ramifica­
tions must be explored, if not all. In this 
~elf-IInposed task, there is but one measure of 
hope. The Grand Recorder of the Universe 
would have rE'gistered even to the millionth of 
a farthing or His chief instrument, the Law of 
Nemesis. 

Generally, there is one sure test of the 
.sOundness of the financial management of, a 
country and that is, the price of what is called 
gilt-edged securities or Government Paper. Sir 
Basil Blackett in his Budgl>t speech, in March 
19M, under the section of • End of a bad era: 
says, 

"The improvement in. our position is happily 
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reflected in the improved ml:Wket price of < aUI 

our rupee secyrities. On the 15th February 
1923, the 5 pr cent. tax free loan 1945-M was 
quoted at 88'1(}; on the 15th Febrhary 1924, it 
was quoted at Rs. 98. The quotation for the 
5 per cent. loan 1929-47 has risen in the same 
period from Rs. 82·10 to Rs. 93·2. In 11';23 we 
were able for the first ti.me since 1919 to raise 
money by a long term issue, and the improved 
quotations which I have mentioned give us 
good reason to hope that we may do even better 
in 1924·%5." 

In his speech in the Housedi' Commons, in 
.Tune 1923, Earl Winterton gave instances of 
the benefits of a balanced budget and he­
adduced t~e improvement in Government 
securities as an instance. He claimed that, 

.. In February of this year 3i per cent. rupee 

paper was 57. and it has risen to 6St, or a 
rise of 14 per cent." 

I searched in vain for any such encouraging 
and reassuring remarks in Mr. Hailey's three 
Buq,get speeches and the significant omission 
was due perhaps to the fact that any suoh 
reference would be an act of self-condemnation .. 
and that, more than anything else, it would 
reveal the tragedy of his venture. It is to be-
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doubted whether Mr. Hailey as Finance Mem .. 
ber ever read the weekly tl.'ade and market 
reports or even the commeI\ial columns of 
newspapers .and trade journa'ls. It was our 
profound misfortune to have h'ad as ~inance 
Member a man whose eyes were not glued to 
Ithe barometer of the daily and weekly money 
market. , 

Now, let us see with what result. The 3i% 
rupee paper was at 65 in 1918 and as soon as 
the war ended, it rose up with a spurt to 81 in 
December 1918. But slowly it fell down to 71 in 
1919 and shoW~d a disposition to remain at 
that figure. Dut when the remitters nosed the 
high exchange and the possibility of Govern­
ment coming to their help, they began to uuload 
their holdings in Government securities and 
the result was that in the year 1919, the 3!% 
rupee paper fell from 71 to 62. After capital was 
forced out of India and money was made dear, 
it- fell in 1920 from 60 to 52, the lowest figure 
ever recorded. After 1920, the 3~% paper has had 
a painful career of ups and downs slowly rising 
from 52 to 55, 62 and again falling until at last, 
it is to-day at 67, a price even less than that of 
1919. Let any man of common sense examine 
and say what cataclysm, ·what catastrophe has 

'7 
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occurred to India that our rupee paper which 
remained aIrpost steady during the latter period 
of the war and e/en rose in value afterthe w~r 
was over, shouIiI have gone down so low after 
1919. tikewi~e also, the 5% loan wbic}.1 was 
issued at 95 in 1919, came down to 90 in nine 
months and fell to as low as 77 and 78 in 1920-
21 and 1921-22. The result was a great decrease 
in National wealth. Our position will be more 
clear if we take two typical extracts of how they 
calculate the growth of wealth in England. In 
¥arch 1922, a cable stated, 

.. War Loan Stock has reached"t'-Je record of 981 
as compared with 89i In January 1921, an 
appreciation in fifteen months of £ 340,000,000." 

To give another example, a City (London) 
oorrespondent wrote in 1923, 

.. Ten repre~entative British and Indian Govern" 
ment stocks increased their aggregate value 
between July 18th and August 20th by over 
£-'6 millions or by 1'4 per cent:' . 

I can easily give hundreds of such careful 
records of the growth or otherwise of their 
national wealth in England, weekly, monthly 
and yearly. 

Judged by this standard, while in England 
there was appreciatioll in national wealth, at 
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the same time, the reverse was talting place in 
India. In 1919-20 our total i{lternal debt was 
about 350 crores and the pa\d-up capital of 
eompanies was about 200 erares, inpluding 
debentures. From 1919 to 1922, the fall in' the 
value of securities had been by about 25,%. So 

, that on the 550 crores of holdings, the people 
had lost about 125 crores. If we judge from 
the market value of the companies' capital 
and debentures, the loss would be abqut Rs. 20& 
crores. 

In other words, the country's wealth had 
depreciated. TWs was due to the 6% loans and. 
the scarcity of money. The Bombay Govern­
ment added their own quota to uur troublee 
when they raised the 6H loan in September, 
1920. The Capital wrote adverting to this, 

"The polioy of continually raising the rate. 
of interest for every new loan floated is haviq 
a most detrimental effect and is beginning to 
scare investors out of the market." 

4' The market for Government securities has be ... 

8teadily falling away oFing to the new Bomba,. 

loan and th~ probability of a 7% Munioipal 
loan to follow. There is 8Oaroe1y any bninels 
~sinl. investors conoluding that to invelt in 

Govvnment loans meant almost oartain partial 
10.1 of oapital," 
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The Calcutta Committee on- the rehabilita­
tion of securities ,strongly criticised the action 
of the Bombay O'overnment and stated, 

•• The, issue of 6t% loan of the Bom!Jay Govern ... 
ment makes the old and new stook~holder& 
frightened to invest their money." 

Appa.rently, the Bombay Government led by 
a self-willed and obstinate man, did not like to­
leave the monopoly of all such escapades to­
the Olympia.ns at Simla but wanted to do its. 
own little bit to India's undoing. What hateful 
enemies of India come to hold such PO~t8 as 
Gctvernors and Finance and Ci>mmerce :Mem.: 
bers, receiving fat pay-a species of ill-gotten 
wealth-and doing no little disservice to the­
country, and after going ' Home' posing as an 
expert, everlasting! This remark does not 
apply to those honest Conservatives who hold 
tilat India is not fit for absolute Self-Govern­
ment but who have a very high and honourable 
conception of their duties to India. EVfln SIr 
David Barbour, the veteran Ex-Finanoe Mem&er 
was constrained to remark in September 1921, 

·'1 have no hesitation in saying that the manage ... 
ment of Indian Finanoe gives ground for muoh 
more anxiety in the present day than it hu • 
~ver done before i~ my experience and ml' 
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direct experienoe of Indian FinaD()8 began 
very nearly half a century Ago."· "" • 

... .A very large amount of m'Oney is required 
to carry' out new work than would fDrmerly 
have been the case "" '" and add to it the 
rate of interest twice as high as 7% instead 
of the old 3%. It makes a great difference 
whether you pay 7% or 3i% for the ca.pital yO\! 

require as it would mean more cost." 
It is therefore in consonance with their fatui­

ty that the Bombay Government opposed the 
'Selection of an expert to the Taxation Commit. 
tee but re~omm.nded a 'Binomial Theorem" 
in his stead. Sir Basil Blackett ought to have 
known the Bombay Government should he the 
Jast body to be consulted on such a matter or 
to whose views any deference should be paidf 

Under this section, might be included the 
losses that have accrued to companies by the 
high Bank rate of 7 to 9 and even 10%. How 
many companies have gone to the wall &J.\d 
how many infant industries have been killed 
we have no means of fully knowing. Even 
the Tatas complained that the rate of interest 
for working Gapital which was formerly 5 and 
..5\% had now gor!e up to 8%. We read of • 
.companies which were wmeriy issuing deben .. 
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turee at 6%, now be.ing dri\'en to issue deben­
tures of 8 to 10%.1 It means less income to the 
~hareholders and a consequf'nt decease in the 
income, tax to be paid to the Government. 
Thus a vicious circle is created. 

The reader might ask how all that have 
been written, came about. It can be briefly 
stated here, that they were due, first, to the 
flight of capital and, secondly, to the sudden 
deflation' of 40 crores of rupees in 1920 and 2() 
or 30 crores of deflation in later years. 

VIn 

Now, let us turn into another direction in 
which the full force of the artificial rise in 
exchange, devoutly wished for by Mr.Ainscough~ 
was felt and the loss arising from which has 
directly hit the very large body of merchallt& 
and traders. That is the enormous excess of 
imports over exports. This naturally resulted 
in the dissipation of national wealth as even 
admitted in official reports. The following 
figures would show how the trade situation 
developed after 1919-20, adversely to India and 
beneficially to England in particular :-
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Year 
1913.14 
1918·19 
1919·20 
1920·21 
1921·22 

Total 
(Crores of Rs.) 

Exports Imports 
249 183+ 66 
253· 169+ 84 
327 208+ 1191' 
257 336- 79 
245 266- 21 

Trade with EJlgiaud 
\ (Millions of £) 

Exports Imports 
39 78- 39' 
4\8 51- 3 
97 105- 8 
56 205-149 
33 100- 61 

Usually, exports from India are more than 
her imports and she being a debtor country and 
having further to pay in the shape of Home­
charges, the excess of exports must be main­
tained, if she is not to be come more involved in 
debt. This aspect was clean forgotten by Mr. 
Hailey when kis action led to a bonus of not 
only 25 per cent. as expected bv Mr. Ainscougb 
but even a bonus of 100 per cent., fOl" imports. 
As in other respects, a belated recognition was 
made on the nf'cessity for a trade balance on the, 
right side and Mr. McWatters stated, 

.. A favoura.ble balance of trade is an important 
change in the right direction, especially fo1' 
a country like India whIch has large edsrnal 
liabilities. " 

When as a result of hIgh exchan~ and the 
false hope given by the Government of a 
permanently high rate of exchange, large ordeN 

III trade with England the fig.res for 1919·10 and 192~21 
have been converted at 10 Rs .• £e1, 
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were placed abroad, in one yeal", the fa vourable 
~lance of 119 crQfes in 1919-20 was converted 
into an adverse balance of 79 crores for 1920-21. 
So far j3.S the ,Government was concerned, to 
finance the Home Charges by Council Bills 
became impossible in 1921 and 1922, and the 
Government was forced to incur huge loans to 
meet them" as the Home Charges do not go to 

.sleep", in years of adverse balance of trade and 
of manipulated exchanges, as the Bombay 
Ohronicle put it. N ever in the history of India 
was there such a scandal as that of incurring. 
buge debts to meet Home Cha~es unless we go 
for a parallel to the dark days of the East India 
Company when in the years of depression, divi­
dends were regularly paid to the stock-holders 
()f the East India Company with loans raised, 
still further mortgaging the revenues of India. 
The Government descended for a time to the 
lowest depth of a heartless spendthrift havi~g 
numerous dependants, who incurs furthet· debts 
at compound interest to payoff old ones . 

• So far as its effect on national wealth was 
concerned, it is enough if we allow the Trade 
Reviews and Mr. Ainscough's reports speak for 
themselves. The Trade Review of 19tO-21, 
says, 
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.f To what extent does this adverse balaIl'Os' of 
1920·21 imply a dissip'atlOn of finanOtaI 
8trength? The question is not easy to answer.' 
It has tHready been et:plained that too bulk of 
the imports during the year represente'ti the 
execution, on a falhng rupee, of orders plaoed 
when exchange was hIgh. But although °eaoh 
lIuch order represented a loss in ",jew of the 
lIteady fall both of exchange and prices, and 
the consequent locking up of capital (to higher 
amounts than had been earmarked at the time 
the orders were placed) in stocks which might 
never retllt8t! even the expenditure originally 
estimated, IndIa's financia.l resources as' a 
whole had emerged successfully from the war 
and she was better able to face the prolpeotive 
loss than she would have been eight or ten 

years earher." • • • 
.. ThuB tho year 1920.21, which has apparentl,. 

opened well. closed in a state of serious 
depression which at the time of writing. haa 
become stagnatlOn in many lines of trade. In 
all the circumstanceb, failures of individual 
firms have been surprisingly few-additional 
evidence of resources built up during the WAr." 

(Failures had occurre~ on a large scale after 
tbe report was writtan ) 
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The serious losses with which the importers 
were faced owing io the fall in exchange have 
been graphically described by Mr. Ainscough 
himself.. He says in his report for t92()"21, 
under the heading • Economic Depression', 

.. In the meantime, the enormous volume of 
high-priced goods ordered at various times 
since the Armistice arrived at Indian ports 
in unprecedented quantities, the gross total 
value of the imports during the year being 
.actually double the average of the five prece .. 
ding years. This flood of imports coinciding 
with a slump in the export wde resulted in 

,an excess of imports of merchandise of 79 

crores. • • 
Importers were consequently faced in most 

cases with extraordinarily heavy stocks of 
pieoe goods, metals, hardware and general 
imports purchased at the top of the Home 
market at a time when exchange was in the 
region of 2sh. and over and these goods arrived 
to a stagnant market with exchange ste.nding 
at about Ish. 3d. or Ish. 4d. In most oases, 
importers and dealers were either not able to-

. 'Of w~re unwilling to fix exchange at the tim .. 
'Of placing the ordet;,. with the result that they 
bad to meet losses vt1.rying from ,50 to 70 per-
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cent. on the cost price of the goods. Moreover ... , 
in as much as the prices in the producing 
centres had fallen considerably, there Was the 
Mditional menace of their being undersold by 
more recent purchases. Seeing that they 
were oblJged to face losses which in many 
cases, they were utterly unable to meet. the 
Indian importers, in Bombay, Delhi and else .. 
where. sought for a means of escape.'! 

This last remark is in reference to the 
demand for settlement at 2sb. or kll: repudia­
tion of drafts. The imports which used to be 
only about 188-crores, reached the enormous 
total of 336 crores, and of this sum only 30' 
crores were left overdue pendir,g seltlement 
at 2sh. rate. They were not satisfied with the 
settlement of 300 crores of imports but straight­
away began to charge Indians with lack of 
commercial morality. In this game, Mr. Hailey 
~e author and fountain source of all this' 
mischief, most unabashedly joined, instea.d of 
hiding his diminished head in shame and 
instead of realising the" menace to Qf the huge-' 
losses th ey were Pll t to. 

But Mr. Ainscough, prudent and able as be 
has shown himself to -be-wish the I.O.S. could, 
produce sucli a. man-iook a more chari~ble-
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view on the results of the enormous inflow of 
foreign~oods and' the ruinous prices at which 
they.were moving. He wrote, 

.. The Josses to be liquidated. how~ver, are so 

heavy that it is only to be expected that there 
will be a residuum of dealers utterly unable or 
unwilling to meet their commitments. It is 
possible therefore that we may see a number 
of failures towards the close of the year." 

The lili) to the charge that Indian dealers 
were shirking payment due to pure cussedness 
and not to sheer inability has been given in an 
official report itself. The Inco~e-tax report of 
~mbay has the following ;-

•• The sudden and rapid fall in exchange about 
the beginning of the accounting period for the 
ye4t 1922-23 involved the majority of the 
importing firms in heavy losses. Dealers in 
piece-goods and hardware in particular suffer­
ed considerably and the revenue collected fro!ll 
them showed a correspondins decrease." 

Part of the troubles arose on account of our 
-own C8untrymen. When, to her precedented 
gain, Lancashire doubled and trebled her ex­
ports, major portion of that was no doubt stimu­
lated by the cupiditv and stupidity of our 
-huge army of retail dealers-a brood of not 
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unmixed blessing to India. Here, it may be 
pointed out that if it were not' for the wholesale 
and retail dealers in India whose number is 
legion and who have penetrated. every yillaget 

Lancashire and other foreign suppliers can 
pever have half the custom they have at pre­
sent; and Lancashire showed real ingratitude 
when It charged the Indian dealers with com .. 
mercial immorality or dishonesty when the 
latter were not ablE' to take delivery of the 
goode due to their very high price at a. low 
exchange. After 1920-21, there was a rapid 
decline in all illiilorts. This was not a case of 
vaulting greed that overleapt itself. The vault-. 
ing greed is always there; Lancashire and 
other parasites on India knew that if once they 
got a good foot-hold under the support of high 
exchange in India, their position would become 
safely entrenched against all indigenous com­
petition. 

So far as England was concerned, the result 
was as was expected by Mr. Ainacough and as. 
was planned by the vested interests ill Eni'land~ 
The Trade Review of 1919-20 contains the 
following extmordi'lary statement:-

.. The most satisfactory teature of the year', 
trade is the strong -recovery mad& by '\be· 
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United Kingdom. Competitor8 crept ioto the 
ma.rket while 'ber mal'lufacturers were pre-

• 
occupied with more vitally important ma.tters, 
but, they have not been permitted to consoli .. 
cate the position8"'tbey won during the a.rtifi­

cial conditions crea.ted by the war. Imports 
from the U. K. were va.lued at Re. 105 crores 
a.n increase of 36% over 1918-19, though still 
11% less than in the pre-war yea.r 1913-14. 

By lar, the largest item of the imports is cotton 
ma.nufactures in which I Lancashire holds a 
commanding position. The value of these 
cotton manufactures amounte\'l to Rs. 51 crores 
or 48% of the total imports from U. K. as 
against 42 crores or 55% in the preceding year 
and 60 crores or 51% in 1913-14." 

It passes one's understanding why a trade 
l'eport of India should express itself in the above 
manner. Such a language is befitting Mr. 
Ainscough's reports. Will we be wrong if we . . 
hold that the Finance and Commerce Depart-
ments seem to think as if their salaries have 
been placed on the Britii3h E8timates and they 
are only branch offices in India for the interests 
-of the city of London and that they are] here as 
conduits for the drain of India'sJwealth into 
England? 
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And i'n 1920.21, the value of imports from 

England was doubled and wh«t was only 
£51 millions in 1918.19, and £105 milliot1s in 
1919-20, incr.eased to £205 milliops in 1920-21, 
.quite an eQormous sum bellond the capacity of 
India to bear or to digest. 

I . 
. Already, attentIOn has been drawn -to the 
first r~port of Mr. Ainscough as affording a el\19 
to the recommendations of the Babington 
'Smith Committee. No wonder that in subol 
-sequent reports, be reviews the outcome wit4. 
pardonable satisfaction and patriotie ardour. 
He write~, 

.. The rise in exchange considerably enhanoe~ 
this purchasing power. The natufal result, 

was that orders on a prodigioulll scale were 
placed in the n. K., U. S. A., Japan and othe.r 
oountries." 

... ... 
... The high exchange. however. synobrolliting 

with an unprecedented volume of demand for 
imports which had accumulated, both durinc 
and immediately after the war, resulted ia the 
puroha1Jo of enormous quantities of manu .. 
faetured goods in the U. K., U. S. A., and elB8-

.,.,htire ... 
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.. The reoovery made by the Vl).it~d Kingdom ha. 
been most remarkable. Her share of the totat 
trade is now 44 per cent. that is 3 per cent. .. 

• 
above the pre·war figure. Her share of India's ' 
imports ha~ increased from 46' per oent. in, 
1918-19, th,e lowest proportion touohed during ' 
the ,war. to 61 per oent in 1919-20 and is now 
only 3 per cent. less than in 1913·14. In 
19io.2J the United Kingdom shipped to Iadi81 
n,o less than £204,000,000 worth of goods of 
which about 95. per oont. represented manufae ... 
tured articles. During the past year cotton. 
yarn, piece.goods and other manufaetures of 

.-: 
cotton acoounted for 40 per cent. iron and steel 
10 per cent., machinery 8i per cent., railway 
IGlling stock and plant 6 per cent .• and the. 
balance covered a very wide range of manu­

,factUJ'ed goods. • • •• Under almost every 
heading of trade, the United Kingdom recover ... 
eel , her position during the past ye(u. The 
satisfaction with which one surveys tHis 
reoovery is, it is true, clouded by the coniem ... 
J>lation of t.he very heavy stooks in thil market..: 
l(avelthelesB. the stocks (\f foreign oompeting 
gooda are just as heavy, 'arid the really 
encouraging feature of the situation i. tha~ 

e 
for the- first time c since the war" Britilb 
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shippers have been on equal terms with their 
new foreign competitors and have reo overed 
theb tra.de t~ such an extent that they ,.r& now 
within 3 per cent. of their pre-war p08i~ioD," 

Englishmen began to congratulate themselves 
that the manipulation of exchange to their 
'benefit resulted in "the great voluma of 
accumulated orders liquidated last year by the­
heaviest shipment ever made by the United 
Kingdom to Inuia. amounting in the aggregate­
to no less than £204,000,000." No wonder, aEt the: 
favourable balance of trade to England which 
used to b~ only ,,30 or 35 millions just to covet" 
the Home charges and which was only £8: 
millions in 1919-20, reached the gigantic total 
of £150 millions in 1920-21 and £67 millions in 
1921-22. To that extent, India parted ~ith 
bel' wealth to England, and dissipate. her war­
time savings and the latter benefitted by this. 
dumping over India. of about £150 millions mo1'& 
of goods, which was a record by itself. 

Tile consequences of all this have been two­
fold. " One is the disastrous effect on infant 
industries ,in India. Here, agaiIt, we. shall 
quote the unimpeachable authority of Mr. 
AirlSCOugh. He writes in his later report, " . 

., The increase in the iliportl of ma'DiUfaoturecl 
8 



goods at r.Iatively low rupee 'Pricea, due to the 
Noban.e, has foroed a few il)dustries which 
,"r.e :flo'ted during the war - • to reduce 
tbe~r prioeEl to an unworkable level and many 
of them are already in finanoial difBcuUieL'· 

And whatever industries escaped the blight­
jng effect of low~priced foreign goods are_ now 
being ,ground down between the upper and 
nether millstones, of financial stringency, high 
inoome-ta:x: and super~tax and high Bank .. 
f~te 'on the one hand, and of increased railway 
rates, on the other. Apparently. in this canni­
balistic process, Sir Charles,. Innes and Mr. 
Hindley do not like to be left far behind Mr. 
Bailey, (of 1920 fame). 

The other is the enormous losses which the 
merchants had to incur, to which reference has 
already baen made. Here, its effect on national 
wealth is considered. The Currency and Trade 
Reports for 1920-21 are ominously silent as to 
how the adverse balance was met and how the 
exporters in England and other countries w-ere 
atisfied. Part of it was no doubt met by the 
export of gold a.nd silver from India. The real 
explanation lies in the fact that enormOU8 
.pital fOUild its way into India from England • 
•• o!wlge was favOqlble in 19lU and. 1922. A 
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major portion of it was that brouaht Belt ~ 
the remitters or beneficiaries of the 'organisei , 
loot' themselves, thus meeting the el'"POrtel'B' 
bills in London. The ' considerable , profit. 
.amassed by the Indian merchants '-as ifEnglit~ 

I merchants did not amass vast protlts during the 
war in India-proved an eyesore and. theae 
people were given the consolation "they coulcl 
meet the prospective loss." Oh Indians, who ~ 
you to 8.ccumula~ riches when we were other­
wise engaged? now disgorge them, that seema 
-to have been the prevalent feeling. To meet 
these liabilitieB,f'other than the cases of total 
failures or insolvencies--Indian merchan. 
must have parted with stocks, shares aDel' 
holdings both in Government and Industrial · 
-securities and these must have been snapped up 
by those who transferred and retranBfe~ 
theip funds to India. The Englishmen's profi. 
were safely rflmitted to England with Gover,.. 
ment help and that too, with some more gain 
in the process; the Indian merchants' profit. 
were also swept into the former"s maw wbea 
-disaster overtGok the latter. Oh t the un­
mateheable ingenuity behind it all J 

Careful 1'eaders of financial joumala ~ 
have aoticed. that both in 19\1 and 1_ BoeJi .... 
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men were Bsked and encouraged to buy rupee 
securities and a strenuous agitation was kept 
up to that purpose-not daunted by the non-co­
operati9n movement, though this fear was 
hypoc;itically conjured up for the 7% loan. 
Before 1920. it was estimated that half of the 
<lovernment debt was held by Indians and half 
by foreigners. Likewise in shares, at least one 
third must be by the latter. And if a compul. 
sory examination is made of the Government 
Loans register, of the Share register of aa 
Companies and of Bank deposits and if a com­
parison for the years 1919 andd.923 is made, it 
will be found that, barring the loans and 
capital raised between 1920 and 1923, at least 
fie) crores worth of holdings would have been 
surrendered by Indians into foreigners' hands. 
To that extent, the inexorable and remorseless 
grip of the foreign bondholder has tightened 
itself still further and Indians have lost 50 
crores and thus lost valuable ground in their 
own country. What a lot of wealth must have 
been transferred from the Nationals' hands into­
the aliens' in the most insidious manner­
possible I Let anybody disprove it, especially 
fiir Basil Blackett who fights shy of all demands 

• ani requests for enqDiring into the Indians'·' 
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position in their own household. So then, t~ 
transparent honesty with which he is credited 
by some, develops cold feet and oozes down. 

One other· result must have emana~d from 
all this. Since Indian merchants suffered huge 
,losses. their credIt had sunk. Not only ha.d 
they to part with previous profits andJholding~, 
but in most oases they had to wind up or curtail 
the-ir share in the import and export trade of 
the country. Mr. Ainscough is nothing. if not 
thorough, and in his all-comprehensive reporte 
-he is such a fearful grabber and whole .. 
hogger-has ad4e,ocated that English merchants 
should try to acquire a largo share inlthe whole­
sale import and export trade of the con ntry. 
We may therefore take it that European firm. 
and merchants have displaced IndIans even in 
what little share they had in the wholesale 
import and export business of their own country. 
That means less earning power to Indians. less 
profits made hy Indians. With that flair for 
impartiality which Sir Basil Blackett affects 
80 much. he refuses to make enquiries as to 
bow many of the Income-tax aseessees, are 
Indians and how many, Europeans and as to 
how much, each pay into the public exchequeft 
.such an attitude is harcijy becoming a man wllo 
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_as from 8 country where, to the pbliticianfJ 
aDd Treasury officials, statistics are the very 
breath.of their nostrils. Besides. it is utterly in ... 
consistent with the Statistics Bill now proposed. 
If, in addition to the Inoome-tax position, an 
«nquiry is made as to how much of the Bank 
,deposits and Rupee ~oans is held by Innian'S,. 
that would reveal their true position and a.s t() 

'how far they have deteriorated since 1919. 
BOOh an enquiry is essential in view of the 
astounding statement of the ex-Governor of 
Bombay that India has grown vastly richer, 
though he contributed his s:M.re to the im­
poveri1iliment of India. 

IX 

Give a dog a bad name and hang it.' Tilie 
hackneyed saying comes to our mind when we 
think of the Englishman's complaints agai~st 
India, some of which have reached the dignity 
of ve1'itable and hoary superstitions. One of 
tilem is, 'India is the sink of precious metals'. 
There may be some little truth in it. Though 
India bas been the absorber of precious metals. "l\Ce the days of Plin}" still she remains one of 
the poorest Countries in. the world. This aspect 
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apart, the above-mentioned supelStition hM. 
been worked to such outrageous lengths tha.t 
India. has been d~prived of the gold that wae 
even justly due to her. This was a PElrennial. 
source of grievance against England before the 
war, though India. could then get whatever 
gold she wanted for non-monetary purposes. 
Due to the exigencies and dire neoessities of the' 
world war, every nation conserved its stock or 
gold and embargoed all exports of gold. Even 
then, India with her large balance of trade 
would have drawn upon the world's gold 
supply; but to ~elp England to win the war, 
India accepted all the rebtrictions placed upon 
her by English financiers, in the most loyal and 
cheerful spirit. Indeed, during these five years. 
there was not the slightest whisper of protest 
against the imposition of such a policy. But the 
melancholy part of it is, this docility wae 
~ken undue advantage of and she was reward .. 
ed with rank ingratitude as in other respects. 

As soon as the war ended, the market far 
gold became more or leS8 free from all restric .. 
tions and all the countries began to settle their 
balance of trade by imports and exports of 
gold with the one exception of India. She was. • heW down as ever at the dictates Of the Oity of' 
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London and the result was that instead of 
recouping at least that qua.ntity of gold which 
she denied herself all these years, an attempt 
was m~de to p,inch the little gold she bf'gan to 
acquire. The foHowing figures would prove 
what we set out to explain, about gold imports 
and exports:-

Orore'! of REI . 
Year. Fav. Bal. Imports. Exports. Net 

of Trade Imports. 

- - ---

1909~14 } 78 32'79 4·64 28·15 Average ... 
1914.19 } 75 12·14 4-26 7·88 

AVer8!8 
1919· 0 122 48'25 12'92 35-33 (16,33) 
1920-21 -79 23·57 21·46 2·11 
1921~22' -21 13'82 16-68 -2,86 

Hore one fact rna y be stated that out of the 
35 crores of net imports of gold in 1919·20, 
about 19 crores belonged to the Governm~nt 
and went to the Paper Currency Gold Reserve 
which inc reaRed from 17 to 36 crores· So 
then, the net private imports for 1919-20 
amounted only to 16'33 crores as given in 
brackets. 

Certain inferences lie on the very surface. 
• £ 

'The amount of gold wh,icb India had to forego 
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in the war years was about 100 crores. This 
was primarily responsible for the great inflation 
.of currency and credit, for the huge growth 
-of silver coins and currency notes and for the 
rise in prices. As the Currency Committee 

.sententiously remarked "the dearth of gold 
-created a strong demand for silver." Like all 
-other observations of that Committee of astute 
benefactors, this is but a half-truth. We were 
forced to accept silver with the promise that' 

·80 crores of sterling investments would be 
released in the form of gold. When the time 
came to redeevt the promise to pay, and as 
we have already proved, England joined tbe 
.gloriou~ band of defaulting debtor natif)na 
-the product of the after-war era-though sbe 
would never own it. The immediate results of 
that denial of gold were the rise in the price of 
silver again.st India herself-a self·imposed 
d~sabi1ity-the rise in exchange, the Babington 
.Smith Committee and the temptation to utilise 
the rise in exchange in all possible ways to the 
.benefit of England. 

But from 1919. there was no need to pursue 
the same policy of denying gold to India" 
unless we go to the ~lue afforded by Mr • 
.Moreton Frewen. Whv should they still go 
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011 immersing India. in vaults of silver antt 
allow ber only 16 crores of gold in spite of het'"' 
122 crores of fa.vourable Balance of trade itl 
It19·20~ In the two later years, this country 
which was called the sink of precious metals,. 
exported as much as sbe imported and India 
made no addi-tion in these two years. All th. 
time, quite the opposite policy prevailed in. 
England. The Cunliffe Committee recommended 
the conservation of capital and the accumulation 
of 150 millions of gold in the Bank of England' 
reserve. These are the two precautions which 
were taken in England after lihe war and to. 
achieve these objects, the Bank of England ra.te 
was raised to 7% in 1919-20 and 1920-21. The 
Bank of England gold reserve rose as. 
follows (in round numbers):-

Sap. 1918. 
£68,000,000. 

Sep. 1919. 
.£88,000,000. 

Sap. 1920 • 
.£ J 23,000,000. 

That is, in two years, the Bank of England 
reserVe increa.sed by more than .£55 millions, 
or 82 crores, not to speak of imports of gold fot"" 
non-monetary purpose!!!. 

It will be said that for tha last two yeaps' 
tlldia has been importing large quantities of 
'&'Old unha.mpered by· a.ny restrictions. Our-
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chief cause for complaint, in 1919, arose mor&r 
from the point of view of exohange than with ... 
desire to hoa.rd ingotl! of gold,· Indeed. the alter .. 
native suggestion was made that if it was-against" 
England's interests to allow India to disturb· 

Itoo gold market, at least India's securities. 
in London could have been mobilised and placed 
at the disposal of its natural owners. But this. 
would be against their policy of eternal exploi:­
tation, of draining India's life blood to their­
ad vantage. Even the Bengal Chamber, annoyed 
by the constant rises in exchange, wrote in a 
strong memora.dum as early as July 1919 as: 
follows:-

.. The extent to which India should use ,.old. 
must'in our opinion, be decided 'solely ill 
accordance with India'fl own needs and wisbe ••. 

• • • What the Ohamber now UTgfl 

is that tbe right of India to free importation Ot 
, both gold and silver should be recognised," 
The Exchange Banks also suggested that if" 

only the Government were to raise the acquisi­
tion rate of gold, more gold would pour in and 
thus the exchange situation would be eased.. 
Sit J. Jeejeebhoy, l"e'presenting Indian Commer­
-cial opinion, demanded th,t India 88 a creditor­
country must be allowed- to draw the gold and.. 
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-..silver she wanted and that the Ordinance 
prohibiting imports of gald should be revoked • 
.All this fell on deaf ears as it would have 
interfer.ed with their premeditated policy of 

.manipulating exchange to dizzy heights in 1919 
and 1920-with the results 'Portrayed before. 

'Curiously enough, in December 1920, when it 
was too late, the Government of India in a Com­
munique stated they accepted the views of the 
Bengal Chamber and fully endorsed their sug­
gestion about the right of India to import gold. 

I would not have pursued this rather 
.utJimp6rtant matter at this le~th but for the 
fact that this sinistE'r policy has again raised up 
its h~ad in the recent sale of £2 millions gold 
from the Paper Currency Reserve. Except 
-Germany which parted with £45 mHlions 
gold to pay for sheer foodstuffs in her miserable 
'Plight in 1919, no other country has used up a 
penny of gold from its reserve. England's 
gold reserve of £160 millions of 1920 (both 
'Government's and Bank of England's) is being 
kept intact or untouched. While, America ha9 
increased her monetary gold from £500 millions 
in 1919 to £1,000 millions or by about £500 
Gillions in five years. Mark this colossal sum. 

e. 

But our Government. goes on pinching and 
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dissipating our only stock of gold reserves or 
£24 millions or 36 Cl'ores, fictitiously called 
24 crores. It is a wonder why England is so­
jealous of India acquiring gold hut shoqld take 
almost an unnatural, fif'ndish delight in allow­
ing America to hoard on a vast scalo. Why 
should not England allow ber own dependency 
to acquire gold. at least as reserves, if not for 
private use? 

The point is, she is obsessed with the idea of 
reaching sterling parity with gold, or in other 
words, exchange at par with dollar. My own 
guess why tIley,snld £2 millions Indian gold in 
September 1923 is, that was the time when 
the £30 millions annual funded debt was 
remitted to America secretly and Inqia's 
reserve was used as a pawn to see that sterling 
does not fall lower than 4'40 or 4'50, as other­
wiSe it would have cost her more to convert 
this sum in dollars. On India. is to be cast the 
heavy burden of even supporting sterling-dollar 
exchange, and this is Machiavellianism, In 
Excels is. 

[If I wer~ an Englishman, I would scorn 
such underhand and low methods. I would 
be a Liberal Tari:ff Reformer and look to Tariff 
Reform to gain this e\}d. I ba va been long: 
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wondering at this funny side of English 
politics where even party principles get' stand· 
dardised' as H. G. Wells would say Why a 
-conservative ~hould be a Tariff ReformsI' Rnd 

• 
why a Liberal or Labourite should not be one, 
I don't see, You can be a Radical and still be 
a Tariff Reformer. Instead of coercing India~ 
there are three or four methods by which 
England can ease her position with America. 
-One is, complete repudiation of debt, euphe-
mistically called, postpone paying the debt. 
'That is now out of the question, though Mr. 
Lloy~ George keeps this flll¥ flying. The 
second fB, prohibit the too much export of 
·~pital which keeps sterling low. But then 
this is atso ri~ky as not only against the canons 
-of this nation of shopkeepers and capitalists but 
without their income on overseas in vestments 
this parasitical nation cannot get on. But some 
slight control would afford a little relief. The 
third is, don't worry about sterling parity wtth 
-dollar exchange so long as it does not go 
below the fairly high rate of 4'50 or 4'40. The 
fourth is, imagine that the debt to America is 
.£1,200 millions, instead of £1,000 millions 
,and, this additiona.l £ 200 milliOns, convert 
into gold and. tran8f"r it to England to 
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'batt up still more the BradbuTYS or the 
Government notes. Let there be no defla.­
tion. And England can easily P$Y up tbit 
£200 millions out of her savings. Perhaps this 
may seem chimerical and I am ietting beyond 
my depth. The fifth is the most important and 
that which reaHy matters. It is a. pity that 
the McKenna duties have been abolished. OIl 
'the other hand, the duties should have been 
'Stiffened up, especially against luxury imports 
from America and heavy duties should be 
'levied against luxury imports or imports of 
goods which can be manufactured within thAt 
country. This 'Step is not as a measure of 
protection for all time, but to give the broatbinc 
time or the necessary momentum for England 
to regain her previous sterling-sovereign parity 
by correcting thf' adverse balance as much .. 
!pOssible. When this is accomplished, Cobden ism 
might well reoccupy its superior place in the 
Englishman's heart]. 

All this digression might seem unwarranted. 
.and quite out of place. But India has been 
well caught in the whirl of the interna.tional 
maehine of high finance and currency. Even 
if she can escape it, England is too human 
or too sbrewd-or, shall j say, unscrupulous-
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not to drag us along with her. ' Besides, she .. 
herself, is in a cleft stick or between Sey 11a and 
Oharybdis with regard to India. If she allow&­
'tupee-sterling. excbange to go ,higber than 
tsh. 5d: or Ish. 6d., it will no doubt benefit 
Lancashire and Birmmgbam, etc. But then,. 
Indian demand would take the form of gold 
and gold imports would so increa5!e that not only 
would exchange fall again to Ish. 4d. but sterling 
exchange with dollar would be very adversely 
affected. I am qui te convinced England never­
wanted. a permanent 2sh. rate of exchange 
in India as it would mean such an intolerable­
drain of gold to India as Mr. Frewen feared­
though, why sbe should not follow America.­
in this respect, I don't see. I say this in spite­
of the obs(>quious pleading of Mr. Hailey in 
1920. In his speech in the Legislative Council,. 
in September 1920, he asserted as follows :-

.. Could any London merchant, could anybody 
interested in the London money market, have­
signed this report if he was aotuated by this 
fe~ling? Now we have been told not once .. 
but a thousand times, that London grudges 
India its gold. Could he have signed a report 
which not only admitted of the free and un­
restricted movemen~ of gold to India but: 
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aotually wrote dowtl to luch an extent t~a.t 
it was bound to crea.te a. demand for it far , 
exceeding any that London ha.d 80 experi .. 
enced ? t •• 

Apparently, our friend had not turned to bay 
as in the later years; hence he spoke the above 
with the tongue in his ch~ek. This pious. 
remark is all very well in paper. But when 
was it given effect to? The whole of 1919, 
there should have been free import of gold ~ 
but then the hidden hand prevented it. Even 
the acquisition rate was not raised and the 
Government 8~S did not form a fraction of 
the needs of India. Leave alone this. As soon 
as the Currency Committee reported, the first 
step to take should not have been the sale,. 
of Reverse Councils-how, in some detached 
moments, we laugh at the stark idiocy of the 
whole thing-but the recommendation of the 
Currency Committee itself on the' Import and 
Export of Gold '. They wrote, 

.. The provisions regarding the import of gold 
were avowedly enacted under the .tress of 
war aOO were only intended to be temporary. 
It ii, in our opinion, desirable that the ent!'y 
of gold into India shoq.1d be freed from re~u .. 
lation or coutrol by the Government." 

9 
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This was perfectly ignor~ and effect was not 
I~en to this recommendation till it . was too 
late; and. insteadJof lifting up the pro!libitioD, 
.t least simultaneously with the sale of Re~erse 
Councils, in February, 1920, it was kept on till 
August. Meanwhile, the whole of India 
went mad over the the supposed cheapnees of 
foreign goods and the whole nation parted with 
vast stores of accumulated wealth. When the 
restrictions were removed in August 1920-7 
months after the Currency Committee report­
what between the locking up of funds in the 
purchase of foreign goods qr Reverse Bills 
and the .. tight money market due to active 
deflation, there was not enough surplus money 
to import gold. And Englishmen must ha .. e 
laughed in their sleeves, at the turn events 
were taking place according to' scheduled time' 
and 'their own plans,'-to quote these two 
slogans in the western theatre of the Great 
War. More than anything else, this mUbt have 
given satisfaction tha.t India imported a 
pittance of 16 crores of gold in 1919-20, a 
miserable 2 crores in 1920 .. 21 and even 
disgorged 3 crores in the next year. 

I am much grieved to write all this, for 
c • 

I honestly subscribe to the Vlew that India 
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waatefutJy hoaras, melts, ~~ the gold ~ 
lays her hands' on. The' only corrective, ,to 
-it is, more banks, more chettues and deposits, 
more wealth. in the fo!;,m of shares. .~uriti. 
and stock in a buoyant market. But the 
IGovernment undermined the foundation on 
which these could be built, by their high intereM 
loans, by undue deflation and by a high Bank 
'rate. How can anyone boldly broach 11his point 
·()f view to the people, that too much gold 
boarding is wasteful when they have already 
lost 200 or 300 crores on shares and securities? 
'They would P¥fer this 'non-interest, bear .. 
ing asset' to an asset whose value contrac. 
and deteriorates-in no small measure dlle to 
-Governmental action. I can mention a case iD 
which a gentleman was persuaded to invest a 
,decent sum in a steadily interest-paying 
industrial security which has fallen in value 
by 25 or 30 per cent. in sympathy with gilt­
.-edged securities and irrational money market. 
He is blaming his advisers, as, otherwise, half 
'of that amount would have ~one to the purchase 
-of gold, ·half to money-lending. He is boldine 
·on, hoping against· hope to get back its old 
·price. Everybody must have known of hUl'l-. , 
.ctreds alUl thousands of.c.ues Of middJ& elMs-
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men, of even poor clerks investing largely ill 
the boom period, but who have burnt their­
fingers. No wonder, that imports are increasing 
these tyvo years, gold resuming its old place as 
a form of wealth. 

The remedy is partly in the hands of the 
Government and partly of the people. While, 
on the one band, Government affect much 
concern tbat capital resources are not fully­
developed and money that should be availa­
ble as capital is being wasted away on goldy 

they do nothing to give stability. if not increase­
in val~e, to their securities. If the Idol-brea­
kers and Thugs forced on the people the neces­
sity of hoarding, the action of the Government 
during the last few years is hardly calculated 
to wean them out of that habit. Still, it is sicken .. 
ing to see the barbarous custom of wearing 
ingots of gold and silver and the Indian folk 
persisting in this childish custom. The Mar­
waris and Chetties are perhaps the greatest. 
sinners in this respect. The Banks are crying 
aloud for-deposits; the Savings Bank system is. 
quite safe; while. the cash certificates are fairly 
profitable investments, especially for the middl& 
'classes . 

.Before concluding- this section, reterenC6 
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must be made to the future gold policy of the 
Government. The silliest of silly things was 
the sale of £2 millions gold from the Paper 
Currency Reserve. Even the London Fillancial 
papers, taken aback by this queer transaction, 
Ig'ave it a. sort of support as a matter of policy, 
but gave a severe hint that " this should not be 
repeated." I also acclaimed Sir Basil Blackett's 
appointment as Finance Member, but his salt 
tax proposal and the sale of Reserve gold show 
that he is no better and he has been well caught 
in the vice of the machine. We can safely 
venture the prO(losltion that if Sir Basil had 
been Finance Member in 1920, we would have 
the folly of Reverse Councils, all the samf:!. Is 
it not time therefore, that Indians should plump 
as the :first step for all Reforms, that these two 
by positions of Finance and Commerce Member­
-ships should be in the hands of Indians only? 
Any day, Sir Purushottamdas Thakoredas, Sir 
D. M. Dalal and others would prove better 
Finance Members than Mr. Hailey. This 
digression apart, not only should the £2 millions 
,gold be immedia.tely replaced, but also the 
bala.nce of £8 mUlions which was left in the 
'Sterling securities in 1920 spould again be made 
available and be transferred to India in the 
form of gold. 
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There is one dangerous footnote that is: 
always appended to the statement of the Paper 
Currency Reserve, that is, 'there has been no­
transfer of gold from the Paper Ourrency 
Reserve to the Indian branch of the Gold 
Standard Reserve.' It means, as J understand! 
it, the Paper Currency Reserve gold should! 
be transferred to Gold Standard Reserve, by 
means of deflation. This was first mooted by Mr. 
Hailey himself in 1921 and whether good sense 
and the chiding of the Indian Merchants" 
Ohamber, Bombay-do people know how much 
1heyowe to this splendid and ytJdeawake body?' 
-prevailed or whether Government themselves 
wefe horrified at their own suggestion, we do 
not know, but this was dropped. From his. 
reply to a question as to how the Gold Standard 
Reserve should be brought back to India, it 
looks Sir Basil Blackett had this course alsc> 
ongling in his mind. This ought not to be. 
Not only should the Paper Currency Reserve­
gold be kept intact and also augmented if possi­
ble; but also the Gold Standard Reserve should 
be brought in the form of gold, say, at the rat. 
of £S to £8 millions per year. 
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X 

More than the reader himself, I feel a strag­
gler in the p\lrsuit of tllese detaits. Hence, '!f& 
shall lea ve the tedious process of enlarging at 
length on each of our counts but simply mention 
a few more. But that would by no lD6l'n& 

exhaust the list as the visible and invisibl. 
items are too many. 

They are the general trade depression, the­
liquidation of companies, the closing down ot 
some industries (here, we shall not trouble the 
reader with fi~res as the Joint Stock .Compa­
nies' reports generally appear in the papers); 
the loss in general revenue, the decrease nnder­
Customs, Income-tax and Railways first, and 
then made up by increased rates and dpties; 
the tight money market, the higb Bank rate,. 
the low dividends of companies, or in many 
cases companies paying no dividends; the 
consequent low earnings or losses to the peopl& 
and the Government. If there had. been no 
Reverse Councils, there would surely have been 
exchange gains all these years. Besides, what. 
is more important, our Services would have left. 
us in peace, with exchange at lsb. 8d. and I 
repeat for the 'thousan4tn time • as Mr. Hailey 
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would say, there would havQ been no need for 
the Lee Commission. 

Before concluding, special mention must be 
made of two or three miscellaneous losses 
One is' that £9! millions Postal' and Money 
Orders went 'Home' in 1920-21 when exchang~ 
was high and £8t millions returned from 
England when exchange was low in 1921·22. 
The loss to the Indian Exchequer is about 
2 crores. Perhaps, this could not have been 
a.voided. The other two are "Loss on war dis~ 
bursements recoverable from His Majesty"s 
Government and other Militari transactions ,. 
and '~loss in connection with tl1e over-buying 
guarantee." To the extent, they are inevita~ 
ble, it is no use raising the dust. 

But some occasion has arisen for impugning 
the impartiality or honesty of those concerned in 
the settlement of these claims. In the Revised 
Estimate for 1920-21, it is stated that there will 
be a net recovery of £S4,330,600 from His 
Majesty's Government on account of war dis­
bursements as against a Budget Estimate of 
£36,125,000. In 1919-20, it was £58 millions 
and in 1921.22, £11 millions. Hence the pre-
8U~ption is that War Office payments were 
progressively decreasiI\Iir from 1919 onwards.. 
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.And we have beeR. assured that payments al'$ 
being made every month at the current rate or 
-exchange and that even large advances have 
been left with the Indian GGvernm~nt by 
the Home Government. In the faoe of, all 
this, it is surprising to read in the Currency 
Report 1920-21 "that recoveries from the 
'War Office varied from month to month, 
the largest amount being 11 i millions in 
March 1921." Taking the average for 1920. 
21 and 1921-22, only £2 millions could have 
been spent in March 1921. It looks then that 
the Governmen\ of India were remiss in their 
-duty and claimed the £12 millions in Marcb' 
1921 when exchange was as low as Ish. 3d. and 
Ish. 2d. instead of earlier. This is one of those . 
leakages-wilful or otherwise-in which the 
Indian JiJxchequer loses and Bri tish Treasury 
,gains, and other examples of which have been 
unearthed by the Leader in two' or three 
articles called, "At India's Expense." Not 
·only has India lost in these transactions by the 
fall in Excha.nge in 1920-21, but she has been 
forced to incur further losses by settling .£1Z. 
millions at Ish. 3d. and Ish. 2d. 

Besides, why India should incur losses even 
<on transactions on behalf.of the Mesopotamian 
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Government, is not clear. Likewise alsot why­
'there should have been loss on gold .purchase­
and sale, we are not able to understand. Here' 
is a typJcal case for the vigilant Mr. Jamnadas. 
Mehta M. L. A. to interpellate on in thtt 
Aeeembly. 

Take the loss on the over-buying guarantee 
. ~ lthe Exchange Banks. The losses on the­
two previous years might be justified, but the­
loes in 1920-21, which took the shape of 1'69-
crores aash paymeat, smacks more or leAS of a 
hoax. That the over-buying guarantee, by 
itself, is a huge camouflage, I if not a trick. 
practised on India, will be clear in a later 
chapter when we deal with the havoc cause4 
by remitters from India. The condition with 
the Exchange Banks was that Council BillJl" 
ahould be sold at a favourable rate within one­
¥ear after the war was over. Why was it then 
prolonged to 1920-21 j and why did it tak~ the 
fonn of cash payment? How are we to reconcile­
the plea that ~x:change Banks accumulated 
funds in London to relieve the pressure on the 
Indian Treasury, with the fact that in 1920-2.1, 
the Exchanie Banks got £16 millions of 
Bevers~ Councils a.llotted to them? Thus, cash 
pa)1lllents for fictitiou," Council 'Bills and gains. 
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on the £16 'millions RevefSe. COuneils at ,cent. 
per cent. No wonder, that Exchange BankS.. 
paid huge profits and put aside substantial' 
sum. towards their reserves. 

We ha,ve not inventetl or ima.gined all thes& 
losses to make the flesh creep. Those who poneNl'" 
at the plight of the people at present, will 
recognise that a general malaise has overt~eq 
the country, and with it, a deeply embedded" 
poverty and consequent suffering. It is t» 
exaggeration to say it looks as if all the ten 
plagues have sett1ed on the financial and 
economic condifon of the country. The results 
of Bolshevik experiments will r.ertainly pa16 
into insignificance before the widespread devas­
tation caused by this one single act. Even the 
(London) Times admits, " the purchasing power' 
of the Indian has sunk to the pre-war level." 
The Government of India is generally comparee 
to Micawber. Granted; may we then ask 
whether there has not been some Uriah Heep,.. 
that "Heep of Infamy." behind all this' 

While such is the case, it is amusing to note 
that the gloomy condition of our finances bu. 
been attributed to Mahatma Gandhi. Sir Mal­
colm Hailey as Home Member repeated the 
catcl1word that" Mr. Gandhi was the enemy oi 
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,..." "'. 

the economic prQgress of India." The, Times 
-demanded the latter's head on a charger and 
--opined that t until Mr. Gandhi is tackled, the 
financiaJ. cond.i1;ion of India would not improve.' 
'The Pioneer and the Statesman, the two wj3.tch 
·dogs of India preached the same gospel it) 1922 
and qame out with flaring head-lines, such a8 
., N.C.O. Agitation, Financial consequences. A 
Heavy Outlay.' 'The Cost of Agitation to 
India, Over 50cro res of Rupees.' The P£ort6er 
'Wrote, 

,. In the absence of extremist agitation, three­
fourths of the additional ta.x~ion imposed in 

v Indi~ during the past three yea.rs would have 
been avoided." 

The Statesman wrote, 
... One of the chief assets of the In.dia.n 11on-co .. 

operation movement ha.s been the inCl-eased 
taxation necessitated by recurring deficits in 
the Imperial Budget. It is unfortunate that 
the authorities have never attempted tCl turn 
th~ tables on the non-co"operators by proving­
as they could. to demonstration-that three­
fourtbs of the additional' ta.xation imposed 
during the past three years ha.s been directly 

due to the operatio1l8 of the non-ao-operators 
tbernsel V'N. tf 
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Not satisfied with these, the' demand went. 
forth" grasp the nettle:" . All th~se, do they 
not bear a striking resemblance to the scene in 
, M.acbeth' where the murder '" Du»can is. 
foisted on the poor guards? Besides, this is one 

\ of the most glaring examples of British 
(National) untruths. In justice to Mr. Hailey t­
it must be said, as Finance Member in his-: 
three dolorous hudget speeches, he has himself' 
borne the 'cross and has not shifted it on toGandhi. 
or others. (Here, I might make a confession. 
that it is these blgtant attacks and attempts at 
misleading the fublic as well as the continued 
gibe at Pandit Madan Mohan M~lav~ya. by 
Sir Basil Blackett, as if he is wisdom and last 
word in Finance, personified-a gibe that would' 
have disheartened a man of less tough fibre-it 
is these that have more than anything else. 
impelled me to undertake this expose'.) 

• I 

In all that I have written, it might seem 
I have been particularly hard on Mr. Hailey. 
I have written more with sorrow and pity 
about him than with anger. To quote his own 
words, 'I have no animus against this un­
happy an~misguided man.' He is a martyr to-. . 
Erur,land's .Q;l'eed; he hal\.B&crificed his renuta ... 
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-tion at the altar of England's greater wealth­
though from our point of view, much of it ill­
xcotten and hence, temptingly inviting to the 
law of ,Nemesis. He alone blurted out that be 
was ca.lled the 'I Enemy of mankind." In say .. 
ing this, he has put himself on a higher pedestal. 
Such an appellation goes with Lenin, the 
ex-Kaiser. Napoleon, or Timur, etc. Whenever 
I think of Mr. Hailey as Finance Member. I 
am reminded of two characters, one in fiction~ 
Job Trotter in 'Pickwick Papers: the other in 
history, Muhamma.d Bin Taghlak. The world 
hall not yet ceased laughing at/'Taghlak. Here­
after, in the place of Muhammad Taghlak, the 
world may laugh at Mr. Hailey. Herein, lies 
his place of immortality. 

But, Sir Malcolm Hailey, the Home Member, 
ie a distinct success. He deserves every word 
of pra.ise bestowed on him by Lord CurzoR., 
though we might take it that Lord Curzon was 
Wlaware of his finance membership, Sir Hailey's 
parliamentary gifts are really of a high order. 
He showed rea.l sympathy and capacity as 
Home Member. It is to be hoped that, in 
Punjab, he would display the same traits, bring 
-peace to that sorely. tried province and prove 
IDmself a balm to th9 moch·aftiicted people, 
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"there, victims of illusion as well as of treachery. 
-(It does not mean Sir Edward Maclagan, one 
-of the gentlest and noblest Englishmen; has 
proved a. faillJre. though he might have".kept a 
greater check on communal hatred). Let not 

l:Sir Malcolm Hailey take his stand OIl prestige 
of the Raj-to use this patronising word. It is 
to be hoped he will completely retrieve. his < 

lost reputation. . 
He should not have been appointed Finance 

Member. He should have become Home 
Memher at the outset, for which he had 
:undoubted abihjies. But they wanted a tool 
and some elf behind him had been using him 
like that. The great banquet held in hiI 
honour in Delhi on the eve of his promotion to 
-Governorship reminded me of the banquet in 
'Macbeth.' And, if only Bome ghostly echo 
of Reverse Councils had been heard then, I 
,could imagine Sir Malcolm Hailey getting up 
unmanned and unnerved and looking ferocious 
with all the fury of an unnatural fear, and say­
ing, 

Thou canet not say I did it: never shake 
Thy &,or,. locks at me J 



l3ENEFICIARIEs OF THE 1& LOOT:· 

BTATElttENT SHOWING THE AMOUNT OF REVERSE COUNCILS SOLD IN TH1i! 

. Rate of Amount Immedi-
Date of Sale. sold at ates. each sale (approxi-in £. ma.tely.) 

sh. d. 
t~dJany. 770,000 2 4 
8£11 Jany. 990,000 2 4 
15th Jany. 300,000 2 4 
22nd Ja.ny. 2.000,000 2 4 
19th Jany. 1.334,000 2 4 
5th Feb. 2,000,000 2 9 
12th Feb. 5,000.000 2 11 

h Felt. 2.000.000 I 2 10 
th Feb. 2.000.000 2 10 

I'd March 2.000.000 2 10 
Ith March 2,000. ()()(). 2 8 

18th March 1.000.000 2 7 
15th March 2.:000.000 2 6 
1st March 1.988,000 2 S 

A.pril ~ooo.eoo 2 ~ 

YEAR 1920. 

Rate per 
£. Ma.rket 

(appro xi rate. 
mately.) 

sh. d. 

1 2 3k 
2 31 

~Rs. 8j 2 3 

J 2 31 
2 3 R8. 7l ~ 2 7i 

Rs.6·14 2 9 

I }RS. 7 
2 n 
2 71 
2 71 

} Rs. 7i 2 5 
2 3t 

} Rs. 8 2 5 
2 3\ 

Rs.8* Z 3t 

Share of . 
Indians 

or,amuunt . Remark~. 
allotted to 

Indians. 
£. I (0) The shareo 

India.ns for J anu-
f 

ary is not given 
but it could not 
have been mllcb 

281,000 as India.ns' t'Jyes 
378,000 I were not opened 
533,000 then. Their share 
349,000 
332,000 
536,000 
648.000 
503,000 
339.000 
246.000 

may be out of 
£54 millions 
only ·4 millions. 

(b) Calcutt a 
t 
B 

a Ion e go 
£3.41~.OOO 0 



IMhAprU 12'-,000 I 2 ~t ) 
f 

2 n 271.000 I 12th Februaty. nnd April I 2,000000 2 I 2 279,000-.. 9th A.ph} hOOt),OOO 2 5~ ! I 2 3; 261.000 l (e) 6 Exeha.ng~ 6th Ma.y 1,000,000 2 5 j I 2 2 414.000 i Banks got £16'3 
.J3th ~Y 't,OOO,OOQ 2 5 I r Rs. 8 I 

2 1 402000 millions. 
~Oth ay . 1.000.000 2 5~ 2 1 439,000 I 
aGth May 1,000.000 2 5 I I 2 1 412.000 I (J) Cox & Co. rod June 1,000,000 2 5 I ~ 2 1 363,000 I about£2millionll. I I I Otb June 1,000.000 1- 5 

:J 
2 ! 389.000 I . 15th June 1,000.000 2 4i 1 10 390,000 I (e) I nth e 't&th June 1,000.000 1 11 ~ I ) 1 10 288.000 I Indians' share of 1st July ' 1.000.000 1 1I~ 1 1 1 81 388,000 I £12·5 millions. i. 8th July 1,000.000 I II~ I I I lOt 337.000 I inch1ded the Itb July 1,000,000 1 11 ~ I I 1 10 356.000 I share of tbe 8as. 2 d July I 1,000.000 I II ~ I I J lOi 346.000 I 800ne and Presi-

29th July I 1.000000 1 11 ~ II 1 lOt 260.000 I dency Ban It .. 5th A.ugust 1.000.000 1 II! I IO! 32'.000 which is abou, lath August 1.000.000 1 J/; I rRa. 10 1 10~ 323 000 , £2 millions. 19th August 1,000.000 I IJ~ 1 lOt 307.000 26th August 1,000.000 1 11; I I 1 10 313.000 (I) Note tbe 2nd Sept. 1.000.000 I 11; II 1 10 310.000 difference in 1be 7th Sept. t.OOO,OOO 1 lH 1 91 314.000 \ t'¥o rates, whioh 13th Sept. 1,000.000 1 IH- I I 1 101 327,000 . Mllged from 6d. 21st.Sept. 1,000,000 J lit 1 lOi 273.000 to'd. 28th Sept. [ 1.000,000 I Iii JJ I 10; 241.000 
S5.J82.000 i2.S6I~ 
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The a.bove table gives rise , to a multitude 
of thoughts, albeit disconnected. The Indians' 
share is only about £13 millions and if we 
exclude the portion of the 8aseoons and the 
Presid;ncy Banks, our share really comes to 
£11 millions or t of the total Reverse Council 
sales. It has been said that these sales were in 
response to trade remi ttances. I f so, are the 
sons of the soil entitled only to one-fifth? 
How are the Exchange Banks including Cox 
& Co., entitled to get as much as £lSt millions, 
more than one-third of the amount sold, when 
they are not actual traders? ·Since there was 
considerable difference between the market 
rate and the Government's arbitrary rate. 
these Banks must have resold them at a huge 
profit, or for the 15 crores they paid to the 
£18 millions, they must have got Rs. 27 crores 
or cent per cent profit if they had retransferred 
the whole amount. A veritable gold mine 
indeed I all gold and no quartz. This is in 
addition to the gift made to them on some 
imaginary Council Bills to liquidate an imagi. 
nary over-bought position, referred to in the 
161t chapter. It is also worth noting that 
on 12th February when one pound was sold for 
RB.6, 14: as.-what a<~.indfal1-Calcutta alone, 
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that means mostly European remitters, got 
.£3,472,000 or more than f of the sum sold 
on that date. Among other things, this shows 
how the wind blowed. We shall again ask 
how are non-Indians entitled to remit £44 
millions at a profitable rate a.nd thus inflict· 
:huge losses on the Indian Revenues or cau~ 
loss to the Indian people. The Govermnent ill 
India seems to exist for the benefit of everybody 
else but Indians. Even the Americans and 
Japa»ese :got £10 or £12 millions as much as 
the Indians got. 

The whole tr,nsaction creating unhealtb¥ 
competition and feverish spl'lcul3,tion, savoured 
of Monte Carlo, Mr. Madan then stated, The 
Times oj india roundly charged the Govern· 
ment then for encouraging wholesale gambling 
and speculation and creating conditions as 
,demoralising as the jobbers and speculators do 
in a share market. Whatever it be, without 
.questioning the bona-fides of the members of 
the Currency Committee or of those who 
·earried out this policy, one thing must be said, 
and that is, the iaea of selling Reverse Counc~18 
a.t the rate of 2sh. lld. must have originated 
:tint in the inger.ious brain of some singl& 

• person.. fit to be the Presi.Qent of the gamesters 
.of.Monte Cw.-lo or New York. 
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t!'biB naturaIJy leads us to l'b:e question why 
:Reverse Councils were not sold at competitive-
1iender. Sir Fazulbhoy Currimbhoy asked Mr. 
Hailey why tbe Government sbQuld not sell at 
competitive tender. Immediately, Mr. Hailey 
got up, disowned or repudiated any such idea 
'\Pd sa~d th.ey would never think of such _8 step. 
as if it w~ all wrong. But, all the time,' 
'Council Bills alone were on offer at competitive­
tender. Even the Karachi Ohamber of Com­
m~rce sardonically pointed out,"the GQvernment 
of India were selling pounds sterling every week 
on terms for more fa vourable "tf the public than 
the public themselves asked for." And, let it be 
remembered that all this gain went into the­
pockets of those who. by withholding remit­
tances, caused all the currency and exchange 
troubles after 1917. In the whole of that 
year, particular stress was laid on this point 
and in the 1921 Budget speech, Mr. ,Hailey 
defiantly said 'they refuse to answer the­
question as to why they did not adopt competi­
tive tender: In all that I have written, I am 
backed up by the forceful remarks of Mr: 
:ar.-rdley Norton in the Legislative Assembly­
DOt to speak of the views of Sir Montagu Webb , . 
Clad Mr. E. L. Price .... Mr. Norton sai.d in. the 
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<QOurse of the first Budget debate in tIM new','. 
born Assembly-more is the pity-:-abobt the 
failure to adopt oompetitive tender as follows: .. 

.. Why not? . Did they not knoW" or kn.t>wl'l1rr. 
will tmey not answer? I cannot enterta.in for 
one moment the suggestion that the Govern-, 
ment have not got the answer. The onlF 
horrible inference is that they haR'e it a.nd will 
not reveal it. I think we a.re entitled to appl~ 
to the Hon. the Finance Member from hitt 
failure to produce, the legal presumption mo,t; 
hostile to himself. It is quite clear to me, and 
1 hope it wjllbe equally clear to the Hob" 
that the reason why the Finance Member ". 
unable to answer that particular question with. 
Tegard to tbe policy of his Government in the 
mattt'r of Reverse Councils was because he did 
not wish to implicate persons wbo are not here 
and who do not desire to be here. 

I 

And if it be true-I am afraid that it is-if it b. 
true that the real impelling and controllinc 
influences with regard to this matter and other 
financial ma.tters a.ra to be found in England 
and not in India, then I think the House wou.ld 
like very much to know who is the RasputiD 
behind our Frnancial C\ar, to whioh I would 
.add tbe 8upp~meutar,..que5tioD. wbere is h. 
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. Jivin8. in Delhi or in London' Is it io lndi .. 
where we caD control him or is he at Home­
outside our jurisdiction? 

The~e finallcial considerations (ne brought for ... 
ward; not as they should be, 601ely for the 
benefit of the peoples of India. but under alien 
guidance for the benefit and prosperity oJ men 

'who h~ve long exploited India for their own 
ends and who intend to prolong that prooess 
without interruption in the future." 

There are some other disconnected thoughts 
or queries, arising from the list of allottees. 
Mr:. Hailey in reply to a q'Vstior. asked the 
Members to look to the lists, especially those of 
Bombay, to flee how Indians also benefitted by 
it. There is a strain of meanness in this reply 
a8 it seems he or the • aliens • gr,udged even the 
.£11 millions which the Indians got allotted 
to themselves. In the Alliance Bank affair 
Sir Malcolm Hailey assured an admiring 
audience that the whole official world did not 
withdraw a single pie even though they knew 
the Bank .would fail. Would he then give us 
the same asl'3urance that officials and officials" 
wives did not participate in that gamble, did 
not "beg, borrow or steal" to remit through 
the "Exchange Banlta. the utmost they could 

. . .~ 
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thus scrape? An answer to this is necessarY' 
to show they were disinterested a.nd that all 
officialdom withstood the temptation and kept 
away from thE: market. Or, having tasted the­
sweets of remittances at high rates, do they 
,desire the same in perpetuity? A statement was. 
issued that large refunds of income-tax had to 
be made, and that mercl,ants actually received 
cheques from the Government instead of paying 
to them. It is Lo be hoped that in this matter­
there was greater impartiality than in the 
allotment of Reverse Councils, as between 
Indians and 'E.!!JOpeans. 

Perhaps, if there had not b~en the temptation. 
of Reverse Councils, the Sassoons would have­
refrained from converting their privately­
owned Mills into one huge limited company. 
This is not mentioned in a spirit of complaint. 
Only, the unfortunate result has been tha.t 
the vast army of poor shareholders have been 
left chewing the cud 3ince then. 

Let me conclude thSlse rather bitter cogitations 
with one amusing incident. It seems the argus­
eyed British Treasury officla.ls levied income 
tax and super-tax on the profits of 10 to Ush. 
derived by the remitters on each 15 rupees or £1 
remitted. This is in stl;~nge contrast with taB> 
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method here, where officials bat of refunds, 
where not even 'conscience money' occasion· 
ally creeps in, and where to decide and levy 
income-tax op. indigo and tea. ,factories and 
plantati(,)Ds takes years, if not decades. All 
roads lead to Rome and every little helps! 



CHRONOLOGICAL RETROSPECT ON 
CURRENCY AND EXCHANGE 

Tlle seeming profession has been made that 
there was no alternative to the policy forced 
'on us suddenly in January 1920. As. Mr. A. G. 
Gardiner, the well-known Liberal publicist, put 
it with :regard to the Tariff Reform issue 
in England, "~as been sprung on the country 
with a secrecy and haste more suggestive of 
the profession of the burglar than that of. the 
-statesman." Hence, it has become necessary 
to examine the question still further, though it 
migbt seem like flogging a dead horse. No 
doubt, the- PI cn,?em has been discussed thread­
bare in the llble articles of Mr. B. F. Madan 
.and in the several representations of the Indian 
Merchants' Chamber. But then, I have been 
tong intrigued and haun Vild by the thought 
what made the officials embark on it and to go 
to the very root of the matter. 

Ostentatiously, they hare been proolaiming 
"Chat their sudden and.·startling action was 


