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Development Budgeting to be 
Reviewed 

T h e development b u d g e t i n g ad
opted by the Government should be 
reviewed wi thout delay. Already 
dur ing the past four years the Gov
ernment have, through budgetary 
deficits, increased money incomes as 
also money supply in the country 
N o w they are again on the path of 
deficit budgetting and greater taxa
t ion. This w i l l lead to further ad
d i t ion to money incomes. The au
thorities at the Centre should effect 
administrative economy and cut 
down non-productive expenditure to 
the bare min imum. At the State 
end, the Government should put a 
halt to experiments like the esta
blishment of panchayats, prohibi t ion, 
etc., which necessitate increase in 
taxation. Defence expenditure 
should be pruned to see that waste 
is totally eliminated. 

Often there has been a suggestion 
that we should try " the income 
freeze method " to control the price 
level. Bri ta in has, no doubt, tr ied 
" price stops ", " wage stops " and 
" dividend stops " to stabilise prices 
and has been successful. But this 
can be tried in this country only if 
the Government provide for ade
quate foreign aid, as Bri tain has 
done,, and follow a consistent price 
policy. T h e income freeze method 
w i l l succeed i f the cost inflation and 
the unhealthy interaction of differ
ent sectional prices are first brought 
under control. The basic problem 
w i l l then be the food prices. These 
can be brought down only if ade
quate imports are secured and Cen
tral reserves are bui l t up. Without 
reducing food prices, other prices 
cannot be controlled and neither 
Labour nor the employers wi l l ob
serve voluntary or compulsory 
" freezes ". 

Banking in the Years of Freedom 
Sukumar Chakrabar t i 

NE X T perhaps to jute, Ind ian 
Banking has suffered the most 

f rom circumstances created by the! 
par t i t ion of India . Ever since 1941, 
banking was the. most prolific of all 
commercial activities under the im
pact of war finance unt i l par t i t ion 
called a halt to its progress. A n d 
since then, decline in Ind ian Bank
ing has been very precipitous. 

T o t a l deposits of the Scheduled 
banks reached its highest in 1947 
at Rs. 10,42,74 lakhs. Since then, 
after a continuous fal l the figure 
now stands at Rs. 886,80 lakhs ac
cording to the latest return for the 
week ending August 3. On the 
other hand, pressure on the banks 
for accommodation has almost re
mained stationary. T o t a l Advances 
and Bills Discounted in 1947 was 
Rs. 445,64 lakhs and it stood at 
Rs. 522,88 lakhs on August 3. As 
against a fa l l of Rs. 155,94 lakhs in 
total deposit, the Loans, Advances 
and Bills Discounted has recorded 
a rise of Rs. 77,24 lakhs only. Thus 
the banks have been experiencing 
difficulty in meeting the increased 
demand for Loans and Advances 
w i t h decreasing resources. They 
have been able to meet demand for 
advances by drawing down their 
balances w i t h the Reserve Bank f rom 
Rs. 95,77 lakhs in 1947 to Rs. 26,34 
lakhs in 1950. This , coupled w i t h 
declining value of their investment, 
has squeezed some of them out of 
existence. D u r i n g 1948-50 as many 
as 128 banks w i t h paid-up capital 

of Rs. 3,87,31,943 closed down. 

The continuous fall in the value 
of the Government securities has hi t 
the banks pretty badly. Tota l i n 
vestment of the scheduled banks in 
Government Securities has fallen 
from Rs. 483.8 crores in December 
1947 to Rs. 366.0 crores in Decern-
ber 1950. The manner of invest
ment has also changed. In 1947 
investment in Government securities 
matur ing w i t h i n 5 years was 30 per 
cent. While those matur ing after 
15 years accounted for 25 per cent 
of the total investment. In 1950, 
these percentages were 32 and 15 
respectively. This is quite in keep
ing w i t h the tendency of the market 
which has registered a steeper fall 

in long term than in short t e r m se
curities. Securities matur ing be
tween 10 and 15 years have, how
ever, proved more popular w i t h the 
banks because of higher interest 
yield and investment in such secu
rities increased from 20 per cent of 
the total investment in Government 
securities in December 1947 to 29 
per cent in December 1950. 

W i t h Loans and Advances almost 
stationary, the banks earnings have 
not shown any marked fal l . Gross 
earnings fell from Rs. 29,83.4 lakhs 
in 1947 to Rs 29,102 lakhs in 1950. 
But wi th increased establishment 
charges and loss incurred in sale of 
assets, the balance of net profit de
clined from Rs. 9,18.5 lakhs in 1947 
to Rs. 6,58.4 lakhs in 1950. Esta
blishment expenses increased dur ing 
tin's period from Rs. 8,62.7 lakhs to 
Rs. 11,24.8 lakhs and depreciation 
wri t ten off and loss incurred in sale 
of assets increased from Rs. 34.0 
lakhs to Rs. 71.3 lakhs. It is inter
esting to note in this connection that 
establishment expenses increased 
during this period by 9 per cent in 
the ease of Indian Scheduled Banks, 
while in the ease of the Exchange 
banks it increased by 6 per cent only 
between 1949 and 1950. (Figures 
for previous years for the exchange 
banks are not available). 

The Indian Scheduled banks have, 
however, been able to increase the 
allocation to dividends to the share
holders from Rs. 2,34.3 lakhs in 
1947 to Rs. 245.9 lakhs in 1950, 
partly by reducing their carrying for
ward to Reserve from Rs. 77 lakhs 
to Rs. 63.7 lakhs, provision for taxes 
on profit from Rs. 294.9 lakhs to 
Rs. 164.5 lakhs, allocation to other 
special purposes from Rs. 2,20.2 
lakhs to Rs. 1,16.0 lakhs and carry 
forward to next year's account f rom 
Rs. 191.1 lakhs to Rs. 52.9 lakhs 



August 15,1951 

d u r i n g the same period, But it must 
be said to the credit of the Ind ian 
Scheduled Banks that they d id not 
try to maintain dividends at the 
cost of the solidarity of the banks. 
Reserve has risen dur ing these years 
f rom Rs. 22,06 lakhs to Rs. 26,39 
.lakhs as against the decline in paid-
up capital from Rs, 36.39 lakhs to 
Rs. 36.01 lakhs. 

Different sections of the Schedul
ed Banks however have pursued 
different policies. The Imper ia l 
Bank of Ind ia curtailed their ad
vances f rom 1942 and increased i n 
vestment in Government Securities 
in pursuance of war finance. Since 
1948 they have, however, reversed 
the policy and increased their Loans 
and Advances from Rs. 77 Crores in 

1947 to Rs 94 Crores in 1950 and 
reduced their investment from Rs. 
164 crores to Rs. 111 crores dur ing 
the same period. The other I n d i a n 
Scheduled Banks have maintained 
a steady rat io between total deposit 
and Loans and Advances. The Ex
change Banks, on the other hand, 
have greatly increased their Loans 
and Advances from Rs. 81 crores in 
1947 to Rs. 111 crores in 1950, T h e 
pressure on the Exchange Banks for 
meeting the increased demand for 
accommodation has been much 
greater than the increase in their 
Ind ian resources. .Between 1947-50, 
their deposits increased by Rs. 9 
crores but their Loans and Advances 
increased by Rs. 30 crores. Under 
the circumstances, the recent al l 

round increase in the rate of inter-
est charged by the Exchange Banks 
is quite understandable. 

The net profits earned by the dif
ferent sections in Ind ian Banking 
also show a good deal of divergence. 
While the Imper ia l Bank have main
tained their net profit almost at a 
constant level dur ing these years, 
other Ind i an Scheduled Banks re
corded a fall of Rs. 185 lakhs. The 
Exchange Banks' net profit also 
shows a fall of Rs. 1,23 lakhs be
tween 1949 and 1950. 

The accompanying tables compil
ed from the latest issue of the Sta
tistical Tables relating to Banks in 
India for 1950 throws interesting 
light on the different sections in 
Indian Banking. 


