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Ways and Means Position of the Central Government 
O V E R the Second P lan per iod the 

Government of India ' s revenue 
receipts rose by Rs 382 crores or by 
some 64 per cent (See Table 
be low) , In the f i r s t two years 
of the T h i r d Plan they are 
expected to increase fu r the r by Rs 
364 crores or by about 37 per cent 
compared to 1960-61. The bulk of 
the revenue accrues f r o m taxes, 

receipts f r o m w h i c h increased by 
Rs 282 crores in the Second Plan, 
f r o m Rs 508 crores to Rs 790 crores. 
In the f i r s t two years of the T h i r d 
P lan tax revenue is expected to 
increase fur ther by almost Rs 200 
crores. Non-tax revenue, though 
m a k i n g up only a small p a r t of total 
revenue, more than doubled d u r i n g 
the Second Plan, increasing f r o m Rs 

82 crores in 1956-57 to Rs 182 
crores in 1960-61. The increase in 
non-tax revenue expected in the 
current year is even more specta
cular, f rom Rs 191 crores in 1961-62 
(according to the revised esti-
mates) to Rs 394 crores, mainly 
as a result of an increase of Rs 
156 crores over 1960-61 in interest 
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receipts f r o m the State Govern-
merits and f rom the Commercial 
Departments of the Government 
l ike the Railways and the Posts and 
Telegraphs. As a result, the share, 
of non tax revenue in total revenue 
receipts has gone up from some 14 
per cent in 1956-57 to about 29 
per cent in 1962-63 (Budget esti-
mates) . 

Revenue expenditure rose by Rs 
419 crores f rom Rs 501 crores to Rs 
920 crores over the Second Plan 
pe r iod or by about 84 per cent. I t 
is expected to fur ther rise to Rs 
1,382 crores in 1962-63. Defence 
expendi ture increased by about 29 
per cent in the Second Plan from 
Rs 192 crores in 1956-57 to Rs 248 
crores in 1960-61. The increase in 
defence expenditure in the f i rs t two 
years of the T h i r d Plan is expected 
to be somewhat sharper, by 38 per 
cent over 1960-61. C i v i l expendi
tu re which more than doubled in 
the Second Plan w i l l have increased 
by more than 235 per cent at the 
end of 1962-63 over 1956-57. 'Debt 
services' w h i c h is the largest single 
i t em of revenue expenditure in the 
1962-63 Budget is expected to 
account for Rs 248 crores, of which 
Rs 49 crores w i l l be on foreign 
loans. 

Except for 1958-59 when there 
was a small deficit , surpluses were 
secured on the revenue account 
throughout the Second Plan. Over 
the five-year per iod as a whole there 
was a surplus of Rs 220 crores. The 
Budget for 1961-62 ant icipated a 
small defici t of Rs 6 crores but in 
the revised estimates this has been 
converted in to a surplus of Rs 34 
crores main ly because the o r ig ina l 
estimates of tax revenue are now 
expected to be exceeded by Rs 65 
crores. Increases in defence and 
c i v i l expendi ture have, however, to 
some extent neutralised the increase 
in tax revenue. In the Budget for 
the current year addi t ional taxat ion 
proposed is just enough to cover 
the deficit on revenue account leav
ing neither a surplus nor a deficit . 

Capital Budget 

Capita l disbursements exceeded 
capital receipts by Rs 1.182 crores 
over the Second Plan per iod. The 
increase in capital out lay f rom Rs 
528 crores in 1956-57 to Rs 826 
crores in 1960-61 or by about 57 
per cent reflects the i m p a r t of 
planned development. Development 

out lay by the Centra l Government, 
however, increased only f rom Rs 
231 crores in 1956-57 to Rs 262 
crores in 1960-61. In fact, a dis
t inc t downswing can be noticed in 
development out lay after the second 
and t h i r d years of the Second Plan. 
This is even more conspicuous in 
the out lay on Railways which de
clined from Rs 226 crores in 1958-59 
to Rs 89 crores in 1960-61 and that 
on indust r ia l development which 
declined f rom Rs 187 crores to 
Rs 91 crores d u r i n g the same pe
r i o d . The major p a r t (53 per cent) 
of the Central Government's capi ta l 
disbursements d u r i n g the Second 
Plan consisted of loans and advan
ces, most (about 70 per cent) of 
wh ich went to the States. It is 
interesting to note, however, that 
the share of the States in the Cen
tre's loans and advances declined 
f rom 78 per cent to 67 per cent 
du r ing the Second Plan. Corres
pondingly, the share of 'other loans 
and advances', mainly to Govern 
ment-owned companies, port trusts, 
munic ipa l bodies and pr ivate parties 
increased. 

In the f i rs t year of the T h i r d Plan 
capital disbursements increased by 
Rs 194 crores f r o m Rs 826 crores 
in 1960-61 to Rs 1,020 crores ( re
vised). Disbursements are expected 
to further increase to Rs 1.151 
crores in 1962-63. Developmental 
outlay also picked up in 1961-62 
increasing by Rs 117 crores f rom 
Rs 262 crores in 1960-61 to Rs 379 
crores ( revised) . In 1962 63 deve-
lopmental outlay is expected to in 
crease fur ther to Rs 517 crores. 
Out lay on Rai lways nearly doubled 
in 1961-62 compared to the previous-
year, r is ing f rom Rs 89 crores to 
Rs 170 crores and is expected to be 
Rs 197 crores in the current year. 
Out lay on indus t r i a l development 
also rose in 1961-62 though not so 
spectacularly, f r o m Rs 91 crores in 
1960-61 to Rs 110 crores. The 
Budget for 1962-63 envisages a 
much steeper increase in out lay on 
indus t r ia l development — by Rs 67 
crores to Rs 177 crores. Loans and 
advances increased sharply by Rs 
108 crores in 1961-62 f r o m Rs 486 
crores to Rs 594 crores. Loans to 
States increased even more, by Rs 
121 crores f r o m Rs 328 crores to 
Rs 449 crores. In 1962-63, how
ever, loans to the States are expected 
to be pegged to the level reached in 
1961-62 whi l e to ta l loans and ad

vances are expected to be lower by 
Rs 33 crores. 

Defence capital ou t lay has tended 
to f luctuate. I t rose f r o m Rs 20 
crores in 1956-57 to Rs 36 crores 
in 1959-60 but declined subsequently 
and was only Rs 26 crores in 1961-
62 (revised) . In 1962-63 defence 
capital out lay is expected to be in 
creased to Rs 33 crores or jus t 
equal to the level reached in the 
last year of the Second P lan . , 

Long-term loans (excluding fund 
ing of Treasury Bi l l s at the Reserve 
Bank) accounted for Rs 1,173 crores 
or about 46 per cent of the aggre
gate capi ta l receipts of Rs 2,528 
crores in the Second Plan period. 
Receipts f rom long-term loans in 
creased f rom Rs 86 crores in 1956-
57 to Rs 370 crores in 1958-59 but 
subsequently declined to Rs 334 
crores in 1960 6 1 . The Budget for 
1961-62 took credi t f o r receipts 
f rom long-term loans at Rs 457 
crores but the revised estimates 
show that receipts w i l l actual ly be 
much lower, only Rs 378 crores. 
The Budget for 1962-63 expects 
Rs 487 crores to be raised f rom 
long-term loans. Receipts f rom 
'Small Savings and Unfunded Debt ' 
have also declined after reaching a 
peak in 1959-60. Receipts f rom 
this source increased f rom Rs 78 
crores in 1956 57 to Rs 175 crores 
in 1959-60 and then declined to 
Rs 150 crores in 1960-61 and 
fur ther to Rs 135 crores in 1961 62. 
It is significant that the revised 
estimate of receipts f rom small sav
ings and unfunded debt are Rs 10 
crores lower than the Budget esti
mates. The current Budget expects 
small savings and unfunded debt to 
b r ing in Rs 144 crores which is 
lower than the level reached in the 
last two years of the Second Plan. 

Budgetary Deficits 

The capital account was in deficit 
all through the Second Plan except 
in 1960-61 when there was a surplus 
of Rs 65 crores as a result of the 
change in the procedure for invest
ing U S Government counterpart 
deposit funds. Previously, these 
deposits were made ma in ly w i t h the 
State Bank of Ind i a who, in t u r n , 
invested them in Government of 
Ind ia securities and other market 
loans. Under the changed arrange
ment, the counterpar t funds are 
now deposited d i rec t ly w i t h the Re
serve Bank of I n d i a who invest them 
in special securities of the Govern-
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ment of Ind i a . The net investment 
of counterpart funds in these special 
securities in 1960-61 was Rs 240 
crores as a result of wh ich the capi
tal account showed a surplus of Rs 
65 crores. Taken w i t h the surplus 
of Rs 51 crores on revenue account, 
there was an overall surplus of Rs 
116 crores in 1960-61. However, 
over the per iod of the Second Plan 
as a whole, the capi ta l account was 
in deficit to the tune of Rs 1,182 
crores. Tak ing both the revenue 
and Capital accounts there was an 
overall deficit of Rs 962 crores. 
Besides, on the eve of the Second 
Plan, the Government's cash account 
showed a negative balance of Rs 5 
crores so that bo r rowing f rom the 

D A L A L S T R E E T last week took a 
big leap fo rward . Most of the 

popular speculative counters record
ed spectacular gains from their 
previous week's low levels, w i t h 
Bombay B u m i a h , I nd i an I r o n and 
Tata Steel s t r i k i n g new high levels 
for the year (Tata Steel d i d it only 
in kerb dealings on Wednesday). 
Bombay Burmah shot up f rom Rs 
650.50 to Rs 683.50, National Ka-
yon f rom Rs 544.50 to Rs 575, 
Telco f rom Rs 343.50 to Rs 362 
Century from Rs 620 to Rs 642, 
Bombay Dyeing f rom Rs 69.20 to 
Rs 71 , Voltas f rom Rs 280 to Rs 
2 9 1 . Ind ian Dyestuff f r o m Rs 501.25 
to Rs 527.50. Ind ian I ron f rom Rs 
24.72 to Rs 26 and Tata Steel f rom 
Rs 139.75 to Rs 145.50. Whi le 
Cotton M i l l shares had nearly a l l 
their earlier gains erased near the 
week end on renewed sell ing based 
on a more rat ional assessment of 
the implicat ions of the revised 
structure of excise duties, most or 
the other counters were around their 
week's best on Wednesday. It may 
be of interest to note that the rise 
in Ind i an I ron and Tata Steel that 
came about last week was equal to 
the entire range of fluctuations in 
these shares since the beginning of 
the year. The week-end buyoancy 
in Steels seemed to reflect market 's 
op t imi sm about the impending in
crease in retent ion prices though 
it is doubt fu l whether Steels w o u l d 
have flared up near the week end 

Reserve Bank through expansion of 
Treasury Bil ls had to be resorted 
to not only to finance the budgetary 
deficit but also to replenish the cash 
balances. D u r i n g the Plan per iod 
Rs 48 crores were added to the cash 
balance. Consequently the Govern
ment had to borrow to the tune of 
Rs 1,010 crores f rom the Reserve 
Bank though the budgetary deficit 
was only Rs 962 crores. 

A capital deficit of Rs 65 crores 
was anticipated in the Budget for 
1961-62. The revised estimates, 
however, place the deficit at Rs 155 
crores main ly as a result of short
fa l l in capital receipts. A surplus of 
Rs 34 crores — the result of revised 
estimates of revenue receipts ex-

the way they d id but for the large 
volume of op t ion business in them. 

lndustry Is Unhappy 
Surpr i s ing as it m i g h t seem. 

Dala i Street's buoyancy fo l lowing 
the presentation of the Un ion Bud-
get is in sharp contrast to the in
dustry's adverse c r i t i c i sm of the 
taxat ion proposals. Indust r ia l cir
cles feel that the proposed increase 
in the croporat ion tax f r o m 45 to 
50 per cent w i l l affect corporate 
savings unless, of course, dividends 
are reduced. The estimate of addi
tional income of Rs 12.2 crores f r o m 
enhanced corporat ion tax is believed 
to be a gross underestimate. The 
exemption of export earnings f rom 
the enhanced rate and the conces
sion in respect of inter-corporate 
dividends have been welcomed but 
they are un l ike ly to yield much and 
their benefit w i l l be restricted to a 
feu units. The texti le industry feels 
that the proposed revision of the 
structure of excise duties on cloth 
and yarn imposing a heavier bur
den on mil ls engaged in processing 
of cloth — especially mercerising 
and sanforizing, w i l l precipitate a 
crisis in the indus t ry . Here again, 
the ant ic ipated addi t ional income 
of Rs 12.1 crores is said to be a gross 
underest imate. According to the 
spokesmen of the textile industry, 
the addi t ional burden w i l l amount 
to no less than Rs 25 crores. On 
top of this the indus t ry w i l l have 
to bear the burden of enhanced 

ceeding Budget estimates — has 
reduced the overall deficit to Rs 121 
crores which nevertheless is substan
t i a l ly larger than the defici t of Rs 
71 crores anticipated in the Budget. 
Since an addi t ion of Rs 5 crores 
was made to cash balances d u r i n g 
the year, total Government borrow
i n g f rom the Reserve Bank is esti
mated at Rs 126 crores. The Bud
get for the current year anticipates 
a capital defici t of Rs 89 crores. 
Since the revenue account is in 
balance and no add i t ion is expected 
to be made to cash balances which 
stood at Rs 50 crores at the end of 
1961-62, bor rowing f rom the Re-
serve Bank is expected to be l i m i t e d 
to Rs 89 crores. 

corporat ion tax. A l l this comes at 
a t ime when the cotton supply posi
t ion has already east doubts about 
the industry 's ab i l i ty to main ta in 
its profits at the 1961 level and 
the industry needs large funds to 
implement the programme of 
modernisation and rehab i l i t a t ion . 
Only the tea indust ry seems pleased 
w i t h the encouragement that has 
been given to the export of tea 
through a reduction of export levy 
and the drawback in excise duty. 

The Outlook 
The increase in the corporat ion 

tax and addi t ional burden on the 
texti le industry resulting f rom the 
reorganisation of the structure of 
excise duties are not the only tax 
proposals wh ich concern the stock 
market . The market cannot dismiss 
l igh t ly the measures concerning 
new issues. The levy of income tax 
and surcharge at fu l l personal rates 
on capital gains earned on sale of 
assets inc luding shares w i t h i n a 
year of acquisi t ion w i l l discourage 
stagging in new issues that is now-
being practised on a b i g scale. 
S imi la r ly the inclusion of shares of 
new companies for wealth tax pur
poses w i l l discourage firm allotment 
of large blocks of new issues, which 
apart f rom offering prospects of 
capital apprecia t ion had the addi
t ional a t t rac t ion of being exempt 
f r o m wealth tax. A n d considering 
the marked increase in the number 
of midd le class investors in recent 

Dalal Street Ignores Budget 
Around Bombay Markets 

Thursday, Morning 
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