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Abstract of the Proceedings of the Council of the Governor General of India,
-assembled for the purpose of making Laws and Regulations under the
provisions of the Act of Parliament 24 & 25 Vic., cap. 67.

Tug Council met at Government ITouse on Tuesday, the 24th February, 1880.
Presewnr:
His Excellency the Viceroy and Governor General of India, e.M.s.r.,
presiding.
His Honour the Lieutenant-Governor of Bengal, K.C.5.I.
His Excellency ' ; Commander-in-Chicf, ¢.c.n., 6.c.5.1., C.I.E.
The Hon’ble £.r A. J. Arbuthnot, x.c.5.1., C.I.E.
The Hon’ble Sir J. Strachey, @.c.8.1., C.L.E.
General the Hon’ble Sir E. B. Johnson, R.A., K.C.B., C.I.E.
The Hon’ble Whitley Stokes, ¢.s.1., C.1.E.
The Hon’ble Rivers Thompson, ¢.s.1.
The Hon’ble Sayyad Ahmad Khén Bahddur, c¢.s.I.
The Hon’ble T. C. Hope, c.s.1.
The Hon’ble B. W. Colvin.
The Hon’ble Mahér4ijs Jotindra Mohan Tagore, c.s.1.
The Hon’ble G. H. M. Batten. .
The Hon’ble C. Grant.
.The Hon’ble E. C. Morgan.
The Hon ble H. J. Reynolds.

TRADES AND PROFESSIONS TAX BILL.

The Hon’ble S1k J. STRACHEY moved that the Resolution of the Council
of the 24th Deceriber last, referring the Bill to impose a tax on Tradee and
Professions to a Seleb.'t Committee, he cancelled. He said—

* FINANCIAL STATEMENT.

«1, My Logp, I have now to lay before the Council the Financial Statement
for the coming year 1880-81. It takes what has become the somewhat unusual
form of a speech by myself, instead of a Resolution published in the Gazette.
I shall state to the best o1 -~ ability all facts nccessary to enable the Council
and the public fully to understa’sd the present condition and apparent pros..
pects of our finances. '

«“I propose in the first plfice to give a summary of the majin facts an
figures for the year 1878-79, for the year 1879-80, now about to close, ava
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for the coming year 1880-81, and to rescrve for a later part of my statement
the observations which I may wish to make upon some of the more import-
ant questions of our financial policy.

« 9. The Council will see, from the Abstract Statements which have been laid
on the table, that a few changes have been made in the forms of the accounts.

“ New major heads have been opened to show separately the revenue from
" Registration and the expenditure on that department of the administration.

“The Guaranteed and State Railways are now shown together under the
single head Railways. The purchase of the East Indian Railway by the State,
involving its transfer from tie category of guaranteed to that of state railways,
has made comparisons of the current estimates with the past accounts in each
separate category impossible; and a like disturbance will ensue on the acqui-
sition of other lines constructed by private capitalists under a guarantee of
interest from the public revenues. Moreover, negotiatibns are already in pro-
gress for the working of the Indus Valley State Railway by the Sindh, Pun-
jab, and Delhi Railway Company. It would be difficult to distinguish between
the transactions of the two railways under one management. Similar arrange-
ments for the management of other state railways are likely in the future.

« For like reasoris, the transacticns with the Madras Canal and Irrigation
Company will hencefor th be enfered under the major head, Irrigation and
Navigation, under which head the cost of agricultural Works (drainage and
embankments) will also, hereafter, be shown.

“Thus the public works heads of account will now be .ﬁatlways, Irrigation
and Navigation, and Other Public Works.

«g, Tn March last the Regular Estimate for 1878-79 sheowed a probable sur-
plus, on the ordinary Account, of £1,300,000; the actual sm;rplus was £2,044,391,
or £744,391 better than the estimate. The differences between the Accounts and
the Regular Estimates are for the most part unimportant, and there are mot
many of them which now call for remark. '

]

“The net cost of the war in Afghanistan in 1878-79 was £676,381, a close
approxlmatlon to the estimate of £670,000 made last year. Against this must
be set the gain, the amount of which cannot be exactly stated, under the
heads of Railways and Telegraphs. We estimaty at £575;000 the ultimate net
total cost of.the operations in Afghanistan rded in the Accounts of
1878.79. The sum of £313,420 was speat on F mine Relief. '
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« 4, Compared with 1877-78, the Revenues of 1878-79 show an improvement
of £6,238,393, of which, however, £2,400,831, under the head of Provincial Rales,
for the first time incorporated in thesc accounts, is nominal. The largest
increcase was under ZLand Revenue, £2,460,919; the loss under {his head
in 1877-78, in conscquence of famine, had been very large. There was a
saving of £5,032,355 in Famine Reli¢f ; there was an increase of expenditure
of £1,705,767 under Loss by Evchange, and £1,839,281 under Public Works.-
The apparent increase under Pudlic TForks is explained by the transfer of charges
in the earlier ycar from this head to that of Fumine Relief, and docs not repre-
sent a real fluctuation of Public Works expenditure. Altogether the expen-
diture of the year excecded that of the previous year by £650,915. The net
result is £5,687,478 better than the result of 1877-78.

¢ 5. Thus the financial outturn of 1873-79 was very satisfactory; with the
help of the additional taxation imposed in that and in theprevious year, amount-
ing to £1,227,891, of which £313,420 was spent on Famine Relicf, the true sur-
plus of the year exceeded the amount of £2,000,000, decided to be necessary
to meet our obligations on account of famine, and to leave a margin for
other contingencies; and this result was obtained, notwithstanding the expen-
diture on the war, and the remission of the Inland Sugar Duties and some of the
Customs Duties on cotton goods and other articles. The standard at which, for
ordinary times, the Government aims, namely, a surplus of £2,000,000, less
any expenditure on Famine Relief and exclusive of extraordinary charges such
as those for great military operations, would have been attained if the accounts
had shown a surplus of only £1,010,199, or £1,034,192 less than the actual

surplus.

6. I sce only one drawback to entire satisfaction with these results; some
of the capital expenditure under productive public works, as, for example,
that on the Indus Valley and Punjab Northern Railways, cannot at present be
regarded as directly reproductive. The works themselves possess the highest
value ; and for the future, as the Council is aware, no expenditure which is not
really and directly reproductive is to be excluded from the comparison upon
which the Surplus or Deficit of the revenue is ascertained. It will be seen
later on that we are acting strictly on this principle in the present and coming
years.

“%. I come now to the Regular Estimates for the present year, 1879-80.

“ It is now expected that the revenue will amount to £67,583,000, or
£3,021,000 more than the original estimate, and that the ordinary expenditure
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will be £67,464,000, or £1,507,000 more than was estimated. Thus, instead of
a deficit of £1,395,000, with which, when our budget estimates werc framed,
we expected that the present year would close, our estimates now show a surplus
of £119,000.

¢ 8. The original estimates provided for an additional military ‘expenditure
of £2,000,000 for the war in Afghanistan ; if the war had ended with the treaty
of Gundamak, I believe that this estimate would not have been exceeded ; but,
in consequence of the renewal of hostilities, the estimated additional charge has -
risen to £3,216,000. In addition to this amount, we have had to undertake the
construction of railways on our fronticr. I shall.have to speak of them further
on; butin the present year they are cstimated to cost £1,670,000. Thus the
total provision on account of the war has now been increased to £4,886,000.
With the exception of £230,000 on account of the Railway from Jhelum
to Rawal Pindi, which is included under the head of Railways, the whole
of this sum, under orders from the Secretary of State, is charged against
Army. 1t was a question whether they ought not to have been included under
the head of State Railivays, and as they will undoubtedly, quite independently
of . their present military importance, possess great and permanent valueto the
country, much was to be said in favour of this view. But, as their construc-
tion was primarily due to the war, it was decided to include their cost in the war
expenses. The result will be to exaggerate the apparent amount of our military
expenditure.

“ An expenditure of £10,000 upon Famine Relief was estimated ; this, on
account of distressin parts of the Bombay Presidency, has been raised to £49,000.
On the other hand, the Railway and Telegraph receipts are better, by reason of
the war, to the extent of about £300,000.

“9. Thus, but for war and famine, the Regular Estimates of the present
year would have shown a surplus revenue of about 42 millions sterling.
The taxes imposed in 1877 and 1878, to enable us to dischargé our obliga-
tions in time of famine, will, it is estimated, yield £1,184,000; and, if we
deduct the sum of £99,000, actually spent on famine relief, there will remain -
of this revenue £1,085,000. To this extent, the new taxes have had the
effcct of preventing debt. Making allowance for other abnormal items on
both sides of the account, the true surplusof the year for comparison with the
standard surplus of £2,000,000, .at which we aim, will be about £4,160,000.
This surplus, if it had been actually obtained, would have been much in excess
of the whole expenditure on productive public works, which is estimated at
* £3,700,000.
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« If present prospects are fulfilled, the financial outturn of-the present year
1879-80 will leave nothing to be desired.

«10. The most important variations from the original estimates are the fol-
lowing :—

“ L¢‘w'ul Rebeizfae.—;Impl'ox'bnlent,.£4;50,000; more than half of this has
been collected on account of arrcars of former years, and the .increase is due
to the increased prosperity of the country.

« Salt.—Net improvement £362,000; this also is highly sat-isfactory,' as
showing a general increase of consumption.

« Opium.—Net improvement, £1,900,000. In Septembei' last the duty on
Malwa Opium was raised by Rs. 50 a chest; the revenue from Opium this
year has been unprecedentedly large.

“ Assessed Tazes.-—Decrcase £93,000. This is the result of the orders
vlven during the year for the exemptlon of the smaller incomes from taxation.

¢ Stamps have improved by £114,000. The stamp revenue has been con-
stantly increasing ; during the last seven years it has risen from £2,516,400 in
1872-73 to £3,090,000 in 1879-80, or by £573,600.

“ Under no head of the revenue has there been any serious decrease.

“1’. On the expenditure side of the account, the following are the clnef
variations from the original-estimates :—

« Interest on debt.—Decrease £359,000; the chief saving isin the discount
on the loan of March 1879.

“There has been a satisfactory increase in the Savings Bank Deposits, which
now exceed £2,000,000; in December last new rules were issued increasing the
rate of interest from 8% to 4} per cent., and for preventing trouble to depositors.

 Post Office.—Increase £63,000. The new contract with the Peninsular
and Oriental Company came into force in February 1580. The yearly subsidy
has been reduced from £430,000 to £360,000; the efficiency of the service bas
been increased, and the rates of postage to Great Britain have been reduced.
Post cards costing } anna each were introduced in April 1879, and are already

so popular that it is difficult to supply the demand.
: 3
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“«In Télegraphs, the excess of expenchture over recelpts will, this year, be
ohly £6,000; there has been a satisfactory growth of revenue, amounting tc
£145,000, of which, however, £60,000 is a.ttnbuted to the war.

¢ Stationery and Pmnlmg —Decrease of expendltule £99, 000 this is tc
some extent nominal. Supplies will, in. future, be largely bought- in India,
instead of in England.

«“ Supermw;tations.—Incrcase of net expenditure, £168,000; this is owing
to the reduction of Public Works establishments, to which I shall have -again
to refer. .

“ Including an expenditure of £230,000 on the Jhelum and Rawal Pindi line,
Railways are worse by £204,000, of which, however, £150,000 appears as ¢
transfer under Gain by Ezchange. If these adjustments are made, the Rail
ways show an improvement of £176,000. But the Railways, and especiaily the
Great.Indian Peninsula and the Oudh and Rohilkund lines, have not been as
prosperous as, at one time, we hoped they would be. '

*¢ Public Works.—There has been a saving of £747,000, to which I shall
refer again.

“ Provircial and Local Surpluscs.—Net surplus £265,000. Impr(;vemem
£456,000.

“There was a like unprovement of £469,000 in the accounts of 1878-70
as compared with the regular estimates, The provincial and local balances a1
the end of 1879-80 are now expccted to exceed the sums last estimated a:
follows : — - .

Provincial. Local. Total.

. £ £ £
Now estimated . ... 1,831,800 1,336,700 2,668,500
Estimated last year §37,000 716,900 1,553,900
Better 494,800 - 619,800 1,114,600

«This result is the more remarkable and satisfactory in that, during th
year, the Local Governments agredd to contribute from their balances in specia
aid of the imperial treasury the sum of £670,000, half of which, £335,000, i
charged in the accounts of the current year. The other half will be chargec
in 1880-81." The rcduction of their expenditure on public works and th
general improvement of their provincial resources has enabled the Local Gov
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ernments to afford this timely help to the general finances with little appa-
rent difficulty. '

«The Arny showsan increase of £2,768,000 ; which I have already noticed.
Apart from the war, the regular estimate is for a net expenditure of
£15,487,000; the excess of £112,000 over the original estimate being due to

high prices.

« Fachange shows an improvement of £1,010,000; the original estimate
was for the remittance to the Home Treasury of £15,000,000 at an exchange
of 1s. 7d.; it is now hoped that £15,750,000 will ‘be remitted at an average
rate of 1s. 8d.

« Productive Public Torks, on which £38,700,000 was spcnt, show a small
increase ; 511 milés of railways have heen - opened for traffic during the year.
At the end of the year there will be 8,724 miles in use and 1,462 under con-
struction. I shall speak again of the frontier railways. Great progress las
been made during the year with the Rajputana Line. The Linces in Bengal
have been completed, and fair progress has heen made on the Line from
Nagpir to Raiptr. -

« Irrigation Works show an expenditure of £797,000. In Madras, much
progress was made with the Godaveri and ‘Kistna Delta and other works. In
Bcnga[, the Orissa project, so far as the works have been sanctioned, approaches
completion. In the North Western Provinees and Punjal, much uscful work
has heen done on the Upper and Lower Ganges Canals, aud on the Western
Jnmpa and Sirhind Canals.

“« Jatisfaciory progress has been made with the Madras Harbowr Works.

« Revenne aud Working expenses of Productive Public TWorks show an im-
provement of £638,00u, “ne mainly to the inclusion, so long desired, of the
land revenue in the Madras Presidency attributable to these works.

«12. The details of* the Loan opu.atinns of the year are as follows :—

« Debt incurred.—Net £3,131 000, 3Tor~ thau estimate £804,500, of which
£540,700 was in India, where less was paid ¢if ‘han was expected, and £263,800
in England, where £270,016 less than we- ostimated in March last was raised
at the close of 1878-79.

« The loan of £5,000,000, which was notificd o e 13th March 1879, was
subscribed at an average of 95-0-G per cent. -+ V'he discount upon it charged in
the accounts of 1879-80 was £247,239. Of tue outstanding portion of the 5}



68 FINANOIAL STATEMENT.

per. cent. Loan of 1859-60, £1,123,900 will be pai(i off during the year, leaving
£105 600 still due. Other outstanding notes, amounting to £2,400, have been
dlsoharged The net sum bonowed is thus £3, 850 000.

.513. A Local Debenture Loan of £45, 020 was raised for the Oawnpme
l‘arakhtibad Light Railway at 4 per cent. interest with share of profits.

- “A Local Debenture Loan of £50, 000 was offered at Nigptr in Novembex

» ;lt_pal at 4} per cent. interest,. with half the percentage of surplus profits on

‘the Négptr-Riipir Railway. The subscriptions amounted to £42,700, of which
- £17,300 is payable this year and £25,400 next year.

“The Secretary of State received £2,000,000 without interest from Her
Majesty’s Iniperial Government under the Indian Advance Act, 1879 : but on
the other hand he repaid sterling debt-amounting to £736,200.

¢14. Thus the net debt incurred amounted to £5,181,000, or, excluding the

loan from Her Majesty’s Government, £3,131,000. Including railway capitgl

transactions, savings bank deposits, service funds, loans to native states, &c.,

- and the repayment of such loans, the net amount borrowed in 1879-80.was,

apart from the £2,000,000 advanced as af01esa1d under the Indian Advance
Act, £3,523,000. .

“The equation of the year 187 9-80 may accordingly be stated thus—

£ £
Borrowed ... ... 5,628,000 Net expenditure ... 8,581,000
Net other receipts C 145,000 Balances decreased we 2,090,000
5,671,000 ) ) ' 6,671,000

—

¢“15. The price of public securities has risen rapidly during the year. The
price of 4} per cent. paper has for some time been more than 101, and that
of 4 per cents. now cxceeds 94. -

“16. I come now to the Budget Estimates for the commg year 1880-81.

“ The revenues are estimated at £66,746,000. The ordmnry expenditure is
estimated at £66,329,000; we exped: therefore a surplus of £417,000.

¢17. The estimated exprmumule includes excess military charges, a.mountmg
to £4,360,000, of which £2,090,000 is for military operations proper, and
£2,270,000 for the frontier railways; against this, there will be a set:off- ot
account of improvement in.the Railway and Telegraph revenues, estimated
to £300,000, leaving the net charge for the war on the estimates of 1880-81
at £4,060,000.
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« But for the war expenditure, thetrue surplus of the year, to compare, as
‘before, with the standard surplus of £2,000,000, would not have been less
than £4,000,000.

“The estimated revenue includes £982,000 obtained from the taxes imposed
in 1877 and 1878, to enable the Government to meet its famine obligations.

“18. The estimates for 1850-81 thus show an extraordinarily satisfactory
result, far surpassing the standard at which two years ago the Government of
India aimed. The result is the more satistactory, beeause the total estimated
expenditure on the productive public works of a doubtful chg.r:\cter, to which
1 have before referred, is only £39S,000. '

«19. I will notice a few only of the heads in which the Budget Estimite
differs from the Regular Estimate of the present year.

“20. Assessed Taxes and Customs sliow a deercase of revenue, to which I shall
refer later on. I may, however, notice here that, in February 1879, the Hon’ble
Mr. Hope and Mr. J. D. Maclean were appointed Commissioners to report énfer
alia whether it was desirable to revise the taviff valnations yearly, and, if so, how
such revision should be made. The Commissioners recommended a yearly revision
of the tariff values, and advised that the materials for such .revision should be
systematically collected throughout the year at the ports of Caleutta, Bombay,
Madras, Rangoon, and Kurrachee, and collated in Calcutta, in February of each
vear, by a Committce of three persons to be appointed by the Government
of India, onc of them being ez-officio the Collector of Customs at Calcutta,
The first Committee of revision was accordingly appointed in January last; the
Hon’ble Mr. Hope, and, on the nomination of the Bengal Chamber of Com-
merce, Mr. J. W. O'Kecefe, a member of the firm of Messrs. Kettlewell, Bullen,
and Company, consented to serve upon it, with Mr. J. D. Maclcan, Collector
of Customs, Calcutta. The Committee has just comnpleted its revision, which
is estimated to produce an increase of £15,000 to the Customs revenue.

«91. Salf shows an incrcase, of which also I shall speak separately.

« 992, Thenct revenue from Opiwm is cstimated at £7,250,000 ; this estimate,
although £1,150,000 less than the amount we expect to rcceive in 1879-80, is
largely in excess of any cstimate made in any previous year. Although the
actual net revenue of the last two ycars has been more, it is not thought
prudent to take the cstimatc for the coming year at a larger amount than

that which I have stated.

c
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«The Bengal crop of 1878-79 yielded 29,876 chests 76 °/, consistence and
20,175 chests 70 °/, consistence.  Thus the stock in hand on the 1st January
1880 was 88,179 chests 75 °/, consistence, and 43,404 chests 70 °/, consistence,
total 81,683 chests. The provision for sale during 1880 is 28,200 chests of cach
consistence, so that the reserve on the 1st January 1881 will be 9,979 chests
76 °/, consistence, and 15,204 chests 70 °/, consistence, total 25,183 chests.

«28. Under Telegraphs we estimate for the first time that the l;evqnue will
exceed the expenditure.

“24. Raijways.—Net revenue £794,000, of which £250,000 is attributed to
the military operations in Afghanistan. Improvement £1,080,000.

. “Of thislarge amount, £263,337 is nominal, owing to only three-quarters of
the East Indian Railway annuity falling due in the financial year 1880-81
against which, however, may be set a payment of £235,000 due to the Com-
pany under the old contract for the second half of 1879. The purchase of
the East Indian Railway is expected, upon the estimates of 1880-S1, to pro-
duce a net revenue of £300,000 in excess of what it would have yielded under
the old system. The guaranteed Railways will, it is hoped, in the prosperous
season which we anticipate, yield £405,000 more than this year.

*

“From ihe State Railways an improvement of £231,000 is expected from
increased mileage open and from devclopment of traffic.

v ¢ There is no doubt always an element of speculation in the estimates of
Railway revenues; but an increasing return may fairly be expected from the
constantly increasing capital expenditure on the construction of these works, -

which by the end of 1380-81 will amount to £130,000,000, or 144 crores of
rupees.

“The chief event of the year is the purchase of the East Indian Railway
for the State with effect from the 1st January 1880. The price paid was
£387,200,000. I need not repeat the details of the new arrangements under
which the line has been purchased, and under which it is to be worked.

¢“On the expenditure side of thc account an 1mprovement is expected of
£242,000 under Interest; this partly arises from the proposed conversion of
the b per cent. sterling loan, and is partly nominal.

“25. Under ddministration there is a decrease of £30,000, in coflsequence
of various reductions in Imperial Establishments.
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« 26. The grants for 1880-81 for Ordinary Public Wourks arc less than those
for 1879-80 by £5697,000 ; the grants for Productive Public Works have been
reduced by £1,000,000. There is thus a'total gross reduction in Public Works
expenditure of £1,697,000, of which the saving in establishments is estimated
at £247,000. Against this, however, must be sct the special grant of £230,000
under Railways on the Jhelum and Rawal Pindi line.

“The reduction in the ordinary expcuditt.lrc on Public Works, apart from
establishments, is more apparent than real; for the actual expenditure in past
years has never exceeded the amount granted for 1880-81. I shall again refer
to the question of expenditure on Public Works.

< 927. I have already spoken of the Aray expenditure. Apart from the war,
the estimate stands at £15,330,000. According to our present accounts and
estimates, the net cost of the war from 1878-79 to the end of 1880-51
will ho about 9% millions, of which about 3} millions is for the railways.
and 53 millions for military operations. The estimates of the cost of the war must
of course be toa great extent speculative; but they have been prepared with
much care; and their accuracy up to the present time is highly creditable
to Major Newmarch and the Military Dcpartment. There is no reason tao
suppose that they err on the side of being too low.

“To what extent it will be found hereafter that stores, chiefly camp equi-
page, have been expended and wasted and lost, we cannot possibly know accu-
rately until the war is over; but every thing hought for the war is included
in the estimates, and the reserves in our arsenals are being maintained at
their proper standard, the cost being charged, for the present, as current expen.
diture. ’

< 28. Our estimates show under Loss by Exchange a netloss of £3,174,000, -
being an increase on the regular estimate for the present year of £310,000; in
1880-81 it is proposed to remit £16,900.000; the cxpenditure of the HHome
Treasury will be largely increased by the payments for stores for the frontier
railways. We assume that the avcrage rate of exchange will be the same
as that of the present year, or 1s. 8d.

«29. The rate of exchange for the adjustment of the public accounts be-
tween the English Treasury and India has Leen fixed at 1s. 83d.
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«80. Productive Il’u‘bl‘ic 1Works (Copital expenditure).—Grant £3,312,000.
Decrease £388,000. The grant is thus distvibuted :— -

‘ £
Irrigation and Navigation . ... 630,000
Madras Harbour (besides £60,000 granted under
34, Other Public Works) .. 70,000
East Indian Railway ... 630,000
Other State Railways .. . 1,982,000

ToraAL . 3,312,000

.
“This grant is made in strict accordance with the conditions prescribed by
the Scerctary of State as follows:—

£
Fixed grant... ... 2,500,000
. Saving in 1879-80 re- grantcd 182,000

Capital expenditure on the East Indian lewuy 630,000

ToraL ... 38,312,000

Tt is hoped that 988 miles of railway will be opened for traffic in 1880-81.
This will complcte the communication between Bombay and the North-Western
Provinces through Rajputana. Good progress will be made towards the
completion of railways and works of iirigation already begun, but the funds
at our di_sposal for productive works are now so small that we cannot commence
in the coming year any new works of magnitude. In Madras the chief outlay
on irrigation works will be in the Godaveri Delta. In Bombay and Bengal the
sanctioned works will be necarly,all completed. In the North-Western Prov-
inces the principal work will be on the Lower Ganges Canal. In the Punjab
the weir at the head of the Sirhind Canal and the remaining large masonry
works will be nearly finished ; the new main line of the Western Jumna Canal
“will probably be opencd, and the new Delhi branch will be well advanced.

“It is hoped that the Madras Harbour works will be finished in 1880-81.
It was not possible to grant on this account more than £70,000 under the head
of Productive Public Works, but the completion of the work being very im-
portant, this amount has been supplemented by a grant of £50,000 under the
ordinary head.

“31. Revenue and Working expenses, Public Works—Net revenue
£818,000. The improvement is under Railways. '
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«32. I now come to the important subject of the provision of the Ways and
Means for the service of {he ensuing year.

«33. In this respcct the respousibility of the Government of India is confined
chiefly to the requirements of the public service in India. Its direct concern
with the provision of Ways and Means to mect the demands of the Home
Treasury is limited to the remittance of the amount for which the Secretary
of Statcintimates his intention of drawing bills during the ycar. The Secrec-
tary of State has resolved to raise, in’ this way, during 1850-81, the sum of
£16,900,000. Owing to the heavy estimated expenditure at home for the
frontier railways (£360,000 in 1879-80, and £1,070,000 in 188)-81), this large
sum will not much exceed the current requiremcnts of the Homeo Treasury.
The Secretary of State could not therefore frame his requisition upon us for
less than £16,900,000; but he has authorised the Government of India to
state that his drawings may be reduced if the demand for his bills upon India
proves insufficient.

¢ 84. According to present prospects, the balances in the treasurics in India
on the 31st March 1880 are expected to amount to Rs. 14,19,00,000. The sur-
plus of Imperial revenue in India during 1880-81 is 2stimated at Rs. 12,88,68,000,
or, deducting from the expenditure the loss by exchange on the Secretary of
State’s bills, Rs. 16,26,68,000. We expect to receive in India thc sum of
Rs. 1,01,38,000 for remittance to England, and, in the shape of Savings Banks
and Service Funds Deposits and recoveries of Railway Capital, Rs. 56,15,000.
Besides the Secretary of State’s bills, provision must be made for the estimated
deficit in the Provincial and Local revenues of Rs. 11,60,000 and for the net
disbursement of Rs. 19,560,000 on the Remittance® and Deposit Accounts.
Thus, including Rs. 20,28,00,000 for the Secretary of State’s bills, we have
to contemplate a liability of net Rs. 20,59710,000, against which we have net
assets amounting to Rs. 17,84,21,000, showing a deficiency of Rs. 2,74,59,000.

*“386. The Government of India has had to consider-whether the whole or any
part of this sum should be provided from the balances, or whether it shall raise
the whole or any part of it by aloan. After due deliberation we have resolved
to adopt the former alternative, and to endeavour to mect all the expected
demands in India, during the coming year, without recourse to the money
market for a loan.

*36. In consequence of this resolution the balances in the treasuries in India
on the 31st March 1881 are expected to fall somewhat below 11} crores of
rupees, a sum considerably less than the minimum sum which the Government

of India usually estimates.
d
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«87. The estimates of the Home remittance and Loan Transactions are habi-
tually presented with expressed reserve; and this reserve must be understood
to be this year greater than usual. But while thus emphatically reserving to our-
selves the freest discretion to raise, during the year, any loan which actual
events may render necessary, we consider the prospects of our being able to
dispense with a loan during the year sufficiently substantial to make it un-
necessary for us to enter any loan upon the estimates. 'Weshall not in any case

hesitate to raisc any small Local Debenture Loans which may seem expedient
during the year. '

“38. The year 1878-79 was one of restricted and depressed tradeas compared
with the trade of the year immediately preceding it, though the value of the
merchandise imported and exported (excluding gold and silver) was hardly
below the average of the four years ending with 1877-78. When it is con-
sidered that famine still afflicted extensive provinces, that the war with
Afghanistan was in progress, interfering with ordinary traffic on railway lines,
causing a scarcity of carriage, and increasing the effects of drought and floods
on the prices of food, and that trade generally in Europe and America was
passing through a prolonged period of depression, it is a matter for con-

gratulation that the industry of the country was able to bear up so well against
adverse influences.

“ The value of the exports of raw cotton, oilseeds, hides and skins, indigo, silk,
wheat, saltpetre, lac, teakwood, and sugar, exhibited a sensible decline, most
strongly marked in cotton, seeds, indigo, wheat, and sugar. The fall in cotton
‘followed on a continuous decline of some years; the crops of seeds failed exten-
sively, and at the same time the European and American demand for them fell
off ; the wheat trade was for the time almost annihilated, the low range of prices
and enormous supplies from America forbidding the competition of Indian
wheat; and sugar, after a large trade in the two previous years, suffered
from the increase of prices caused by. exhaustion of stocks and a failure of
the sugarcane crop in the North-Western. Provinces. Large quantities in

excess of the imports of the previous year were imported to supply the . defi-
ciency.

« But while the trade in these articles diminished, owing to what we may
hope were in most cases temporary causes, the exports of cotton twist and
piece goods, rice, jute and jute manufactures, tea, coffee, and wool, afforded
indications of prosperity in some of our chief staples.
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“The value of the cotton manufactures imported was smaller than it had
been for many years. Metals, railway materials, liquors, cogl, and apparel
all declined, and there was an increase in silk, sugar, provisions, woollen goods,

machinery, and spices.

“The net imports of silver were nearly £10% millions less than those of
1877-78, and gold was sent out of the country to the value of nearly £900,000.

“The trade of the ten months of the current year for which figures are
available shows a marked recovery from the depression of 1878-79, a recovery
which, with abundant harvests, a decline in the prices of food stuffs, and
renewed vitality in European and American trade, may reasonably be expected

to continue.

“Even raw cotton has shared in the recovery, both quantities and values
having, for the first time for years, increased instead of diminished. Twist, rice,
jute, hides and skins, tea, indigo, wheat, and saltpetre, have all increased,
in some cases remarkably. The recovery of the rice trade, with the fall of
prices and the reduced demand for consumption in India, is very satisfactory.
So also is the increase in the trade in tea, although it issaid that the planting

interest has not been a gainer by the increased exports.

* The imports of merchandise also, like the exports, are much larger than
in 1878-79. A large and active trade is being done in cotton goods, in the
development of which there is reason to believe that the remission of duty on the
coarser kinds of grey goods has aided. On the whole, the prospects of trade

are satisfactory.

«39. I have now, my Lord, stated the general facts and figures for the past
and present years, and for the year that is about to commence. The result
must be considered highly satisfactory. The aggregate actual and estimated
surpluses of the three years -amount to £2,580,000. . Let it be remembered
that this will be arrived at after spending, out of our ordinary revenue,
52 millions on the war, 3} millions on frontier railways, and £400,000 on
famine relief ; let it be remembered that the amount charged in these three
years under the head Loss by Exchange has been nearly 10 millions; let it also
be remembered that we have given up £340,000 from the License tax;
£150,000 from Salt; £150,000 from the Inland sugar dutics; £300,000 on
cotton goods, and a multitude of other articles; and that the sum raised by
taxation is thus less than the sum raised at the beginning of 1878, by more than

£900,000.
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«40. I shall now, My Lord, proceed to notice some of the more important
questions of policy which the Government has had to consider. And first
.1.may refer to that question which, at the present time, chiefly occupies our
thoughts, the war in Afghanistan.

“My Lord, I do not now propose to discuss thereasons which led the
Government to undertake this war. The discussion by me of such questions
on the present occasion would be irrelevant to the matter before me. ‘Whether
the war has been just and necessary, or iniquitous and foolish, it has now
to be carried on and paid for, and my present duty is confined to showing
how the Government proposes to meet the obligations which, whether rightly
or wrongly incwrred, cannot now be avoided.

“41. Thereis, however, one question to which I must refer. It has been main-
tained by many persons that England, and not India, ought to bear the cost of
the war in Afghanistan. I must explain why I consider this opinion incorrect.

“ Circumstances may be imagined under which it would be just that England
should bear the whole cost of military operations carried on by the Government of
India, even though the finances of India might be so prosperous that they
could without difficulty dispense with such assistance. It is conceivable that
a war might be undertaken for the maintenance or defence of purely English
interests, real or imaginary does not matter, and that India might be called
upon by England to co-operate in such a war, although no Indian interests

could be possibly served by it, In such a case the liability of England could
not justly be denied.

It will be said by those who are opposed to the policy which the Govern-
ment has followed, that the war in Afghanistan falls precisely within this
category, and that this war has been entered upon in defence of no Indian
interest whatever, but in furtherance of the so-called Imperial policy adopted
by Her Majesty’s Government. Persons who hold this opinion may reason-

ably object to throwing any part of the cost of this war upon India; but this
is not the opinion of the Government.

“42. Her Majesty’s Government, and the Government of India, and, I will
make bold to say, the intelligent loyalty of the people of India itself, hold that
the war in Afghanistan was undertaken for the protection of India from the
menaces of foreign aggression, and for the maintenance within her borders of
permancnt domestic tranquillity. The Government believed that this war could
not be avoided, unless we were prepared to acquiescein the establishment on
our North-West Frontier of new conditions, which would infallibly lead to a
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great increase of “military expenditure, to intolerable financiat burdens and
difficulties, and to the disturbance throughout India of the very foundations
of our power. Great as is the interest of England in preventing such conse-
quences, the questions at issue werc primarily and essentially Indian questions.

« Believing that the true interests of India are indissolubly bound up with
the peaccful. maintenance of our own dominion, we say that this war was
undertaken with the conviction that justice to India herself rendered it unavoid-
able. If it be right to expend ihe revenues of India in maintaining the
armies by which British supremacy is ordinarily secured, in giving to her internal
peace and good administration, in the devélopment of her wealth and civiliz--
ation, and on the thousand other beneficial objects which we desire to promote,
it is right to spend those revepuesin rendering it impossible that any hostile
influence should grow up on her borders, to threaten the existence of everything
which the duty of England to India makes us most desirous to develop.

*43. I canimagine few greater misfortunesto India thantheloss of herfinan-
cial independence, and the acceptance by England of financial responsibility for
her Indian Empire. It would signify to India the loss of control over her own
affairs in every department of her administration, the possnble subordination

of her interests to those of a foreign country, and the substitution of ignorance
.for knowledge in her Government. Although some rare instances may be
quoted in which, when there seemed to be a conflict between English and
Indian interests, it may perhaps be doubted whether India has been treated
with perfect fairness, there can be no question that, on the whole, the govern-
ment of India has been carried on with as honest and thorough a regard for
Indian interests as if India had a separate national existence of her own.
England may rightly be proud of the way in which she has treated her great
dependency. These fortunate results have, however, been due not only to
her justice, but also to the wisdom with which she has left to India a separate
financial responsibility. England has felt that it would be no kindness to take
.upon herself burdens which India now bears, to guarantee Indian debts, pay
for Indian wars, and relieve Indian famines. England has also felt that it
was wise, in her own true interest, to refuse to take into her own hands the
control of the £67,000,000 which now constitutes the revenue of India.
England does not choose that there should be grounds for even a suspicion in
regard to the purity of her motives. I say this in the belief that India has
before her a future of increasing wealth and prosperity ; but if this anticipation
should not be verified, and her future should be one of financial embarrass-
ment, the loss of her financial independence would bring with it other mis-

.
e
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fortunes. I trhst that the people of Envland may never ﬁnd cause for behev-.
ing ‘that ‘the maintenance of their Indm,n Empire mea.ns "the imposition of
heayvy bmdens on. themselves o

C 44 If ‘My Lord, Indm is ever to have p separate natlonal exxstence, she
must have self-respect and self-reliance, and I am. sure -that Indlan
pa,tnots, who," with perfect loyalty _to British rule, may,nevertheless ha.ve,
they' may - rightly . have, visions and- aspuatlons of a distaftt future of
another kmd ought to be the first to declaro that their magnificent country

~shall bear ‘its own burdens. - India’ ‘éxpects “justice “from England, - but"does
- not, ask| for charity. She fecls:that, with her ample and ‘splendid resources:
“her two hundred millions of people, her revenue, which is surpassed by that
of two only of the greatest European nations,-she is a source of strength;
not of weakness, to the British Empire. Whether we look to the éxtent of
_.her territory, or to the numbers and character of her populutlon, her military
strength and capablhtxes, her pubhc revenue and credit, India is onc of the
. .great powers ‘of the world, ready at all times to stand side by side Wlth
England, and to fulfil every obligation which she owes to the common interest.
%7 'If‘England be wise, she will not suffer -either her own people, or her friends,
<~ and still less will she suffer her enemies, to be ignorant of the fact that
as her Indian Empire possesses almost inexhaustible resources. I repudiate, as
" - unworthy.of India and of England, the notion that India requires help to pro-
tect herself against the hostility of an. Afghan Chieftain, encoumoed though
he may have beenby a great power beyond. Nor does the fact that En0hsh
as well as Indian interests are at stake, afford any reason for asking England

* to help us with her money. Everything which conduces to the safety and pros-

, ~ pority and progress of India, is a matter of concern to England; but there is

" no more reasonthat England should help us to pay for ‘a local war, necessary

..for the protacon oft the interests of India, than that she should help us in the
relief of our firynes, wor in meeting the ordinary charges of our administration.

“ 45. Holding, my Lord, these views, it was, I confess, with some regret
- that I saw India, a year ago, acceptmg from England even the small amount
of assistance which was given to us in the shape of a loan of £2,000,000, to be
repaid without interest in seven years. But the circumstances of the time
were .peculiar. India had been. suffering from a succession of famines and
other unavoidable misfortunes, which had thrown enormous burdens on her
finances, and there was a strong feeling in England, shared by men of all
classes and. parties, that, when the new .calamity of war was added to the
calamities which had gone before, England should help India in her difficulties.
Although the course prompted by this generous feeling mny not ha.ve been
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pohtlcally wise, its motives were 50 honourable to the peoplc of England that
I cannot cavil at it.

« 46. But, whatever may be thought of theaction taken in the past, when we
wgre in a position of temporary embarrassment, no reasons exist at the present
time for asking England to help us to meet the charges of the war. The figures
which I have stated to the Council show that we have in our possession ample
means of defr‘mymﬂ all expenditure which it is likely we shall have to incur.
‘We have obtained thesc means not gnly without the imposition of fresh burdens

won the people, but at a time when we are rclieving important industries, and.
freeing from taxation a vast number of persons, who, if not actually, are still
relatively poor. To say that when we are reducing the pressure of taxatiom,
when the general condition of ghe people of India is one of great prosperity,
when cvery branch of our revenue is flourishing, and when we have actually got
all the moncy that we want, we ought nevertheless to ask England to tax herself,
and ' relieve us from a burden which we are 'peffcctly able to bear, does not
seem to me rcasonable. :

“47. But it will be said that, cvenif India must bear the cosf of the Afghan
war, and must pay for the frontier railways, the construction of which the
war has made ipevitable, all these charges ought not, to be thrown on the present
generation of tax-payers; that this expenditure is undertaken for the future,
rather than for the present protection of India; that posterity should pay its
share of burdens imposed for its benefit; and that these charges should be met
by loans, not out of the income of the year.

“The question thus raised is an old one; but I think I may be allowed,
without disrespect to those who think differently, to say that, in England at least,
statesmen of all parties have agreed about the principles on which such ques-
tions are to be decided. Those principles are, that, especially in a
country with a heavy public debt, and not able to reckon confidently on a
large and constantly recurring surplus, by means of which new debt can cer-
tainly and speedily be cleared off, the wise courseis undoubtedly to provide
for war expenditure out of the revenue of the year, so far, but so far only, as
this is possible without throwing excessive burdens on the taxpayers, and over-
loading (to usc Sir Stafford Northcote’s words) the springs of industry and
commerce; and that, if the expenditure cannot thus be covered, the deficiency
' may properly be made good by, loans or other temporary resources not included
within the regular revenue of the year. This is the doctrine which I under-
stand to be held by that great authority in matters of finance, Mr. Gladstone,
and I have partly stated itin his own words, although at one time he went fur-
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ther in his advocacy of meetmo' such expendxtme wlthout recourse to loa.ns In
India there may undoubtedly be special reasons for charging heavy war expen- .
. diture agamst loans, in preference to placing new.burdengon the country. Not-
‘s only is it difficultto make a Very large and sudden addition to our existing taxa-
.7, tion, but it may be pohtlcally unwise to do so. - There would therefore be no cause’
. for surprise if; iri the case of haying to meet a large expenditure .on war, we
...+ Were unable to contribute from cuyrrent, revenue as large a proportion of the
i v 'cost as in Eno'land wou.d be thought rlght Nevertheless, the general prmclple
-2 .18 a8 true in’ India as in England, ,—that, to'the utmost of our-ability, we ought .
- ~to provide for the expenses of every year out of the year’s income, and to allow
" no borrowing that is not really unavoidable. As the late Prince Consort,
contrasting these two plans of meeting war charges, observed:—*The former
course is manly, statesmanlike, honest; th& latter is.convenient, cowardly,
perhaps popul'u'

““48. For the reasons which I have glven, it is 1mprobable that the Govern-
- ment would, if our finances had been less- prosperous, have thought it right
____..to propose the imposition of fresh taxation to meet the expenses of the present
“ ““"war; but it is fortunate that no such question now arises. ”'We can carry.

out the wise principles which I have quoted, not only without any fresh-

demand upon the resources of the country, but while we are giving relief

from present taxation. I can hardly conceive that it can senously be maintained

that, baving in our possession all the money that we are likely to require

for_the prosecution of the war, we 8hould not spend it on that object, that
« . we should abandon existing income, and then borrow to supply the loss.

. *“49. The reasons for which it is right to provide for the charges of the war
_out of current income apply equally, and indeed with greatér force, to the
charges for the frontier railways.  Although they will permanently benefit
the country, it is plain that we could not construct them with borrowed
money on the grounds on which we borrow for productive public works,
and that their cost must be included among our ordinary charges. If,
however, we could not have paid for them out of our ordinary revenue, it would
have been quite right to borrow fer their construction. I should have said
this because the works are absolutely necessary, and because the political and"
financial evils of borrowing would be less serious than those involved by fresh
taxation. I should not have defended borrowing for these railways on the ground
that they will benefit posterity as well as the present generation. That is a

matter about which I know nothing ; but I know that posterity will have quite
enough to do in bearing its own burdens.



FINANCIAL ST4 TEMENT. 81

«“50. I may add, with reference to these railways, that the urgent necessity
for pushing on their construction is not likely to be denicd even by those who
have opposed the policy under which the war in Afghanistan was under-
taken. The estimates show a probable cxpenditure on this account of
£1,440,000 in the present year, and of £2,270,000 next year. The Council
is aware of the great and unpreccdented speed with which the Railway from
the Indus to the foot of the Biluchistan hills, on the line towards Kandahar, -
has been pushed on. The extension of the Punjab Northern Railway from
Jhelam to Rawalpindi and Peshawar, and to Khushalgarh, is making rapid pro-
gress. In lessthan four monthsfrom the commencement of operations, trains
were running for 140 miles towards Kandahar; while on the Peshawar line,
where the rails have to be carrted over viaducts 100 feet high and through
cuttings of rocks 60 feet deep, the engines are expected to reach the banks of the
Indus before the end of 1880.- Independently of military considerations, which
possess, of course, at the present time, extreme importance, the@completion of
these lines, within the shortest practicable time, has become very urgent. As
the Government of India has written on this subjeet, “it is obvious that
immediate outlay upon the early and effectual improvement of our means of
transport would be amply repaid by reduction in the excessive, and, to a
great extent, wasteful expenditure which must otherwise be prolonged through-
out the course of our present military operations, with the certainty of its
recurrence on the first occasion of their renewal. The financial and economical
interests affected by the inadequacy of owr present Frontier communications
are far-reaching, and the injury they sustain can scarcely be exaggerated.”

¢51. Ihavenow, my Lord, tostate to the Council the course which the Gov-
ernment proposes to take in regard to the Bill for amending the License Aects.
It will be remembered that, when this measure last came before us, I announced,
on behalf of the Government, that it was not proposed to take any further steps
in the matter, until after the publication of the Financial Statement.

“The changes proposed in the existing law, when the Bill was intro-
duced in November last, would, if they had been adopted, have had no appre-
ciable effect upon the revenues, the amount surrendered by the exemption from
taxation of the lower classes of traders being just made good by the extension of
taxation to the official and professional classes. The effect of the further modi-
fications subsequently proposcd, and of the additional exemptions in favour of
the poorer traders, would have been a loss on the one hand of £340,000 a year,
and a gain on the other hand of £240,000, thus leaving us, as the general
result, with £100,000 less revenue than we get now. The measure was essen-

S
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. tially one which had for its object the equitable re-adjustment of taxation, and

it had no financial importa,nce.

“52, Before going further, I wish to ask the Council to recall the circum-
stances under which fresh taxation was imposed two years ago.

“The object of thenew taxes was described in the preamble of the License
Act passed by this Council ; and nearly the same words were used in the other
similar Acts passed forthe various provinces of the Empire. It was stated that—

“in order to provids means for defraying the public expenditure from time to time incurred, and
to be incurred, for the relief and preveutlon of famine in British India, it is necessary to effect a
permanent increase of the revenue.’

“In making this quotation, I do not attach any exaggerated importance to
the declaration that these taxes wereintended to give a ‘permanent increase’
to the revenugg. It is, of cowrse, competent to the Legislature to alter its policy
m regard to this, as to any other matter. The declaration, nevertheless, has
 this value, that it shows the intention of the Legislature, when these

. measures were enacted two years ago; and since the ohject for which they were

i enacted—the protection of the country against -famine—is undoubtedly as im-
portant now as it was then, and as earnestly desired by the Government, it is
reasonable to say that very good cause ought to be shown, before we consent to

give up taxes avowedly imposed to make a ¢ permanent increase’ to the revenues.
»
“53. I may remind the Council what this increase really was. Taking to-

- gether the measures adopted in the two years 1877 and 1878, the first new

taxation was the Public Works cess, imposed on the land in Bengal : this yielded
in 1878-79 £355,690. In 1878, new cesses were also imposed on the land in the
North-Western Provinces, Oudh, the Punjab, and the Central Provinces, yield-
ing about £170,000. The total amount of new taxation on the land was
therefore about £525,000; the actual receipts during the last two years have,
however, not been so large, because it was thought right to postpone for a time
the collection of the cess in parts of Northern India which had suffered from
drought. Similar taxatjon was not imposed on the land in Madras and Bom-
bay: the principal reason for this exemption was, that the salt duties had
just been increased in those presidencies, and it was held to be inexpedient
to impose cesses on the land at a time when the effects of the famine were still
being felt, and when the salt duties were being increased. A licemse-tax on
traders was first imposed in 1877 in the North-Western Provinces, and, in the
following year, the present License Acts were applied throughout India. They
yielded, at their maximum, about £820,000 net.
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¢“The total amount of what has been cqllcd the Famine Insurance taxation
.was therefore about £1,345,000.

“b4. Considering that precisely the same reasons were given by the Govern-
ment, and accepted by the Legislature, for imposing fresh taxation on the
trading and on the agricultural classes, with the object of protecting the
country against the financial consequences of famine, and that special stress
was laid upon owr desire to make the burden fall with approximate equality on
cach of thege classes, it would be difficult, for the present Government at least,
to accept any proposition for treating them differently now. In fact, it
would be hardly possible to maintain the cesses on the land, if the tax on
trades were abolished. It might be more possible to defend the abolition of
the cesses on the land and the maintenance of the tax on trades. But it is nced-
less to discuss such questions. Practically, so far as we are now concerncd,
thesc taxes on the agricultural and trading classes stand on the same basis.

“I nced hardly say, after what has been said on former Occa:ions, that the
Government can entertain no idea of giving these taxes up, and of sacrificing
a million a ycar of revenue. Even if these taxes were as bad as some
think them, a time like the present, when we have to meet the heavy obligations
cntailed by a serious war, wauld not be opportune for abandoning them ; still
less could such a course be approved by thosc who believe with me, that these
taxes are far less objectionable than others that could be named, and that when
the time comes for remitting taxes, it is not with these that we ought to hegin.

“55. At the samc time, the Government desires to make all practicable im-
provements in the assessment and the administration of the License Acts. It
was this desire which led the Government to the conclusion, explained by me to
the Council, when the Bill for amending those Acts last came forward, that it
was desirable to exempt from liahility all persons whose annual earnings are less
than Rs. 500 a year. As I formerly said, we expeet by this change to exempt
from taxation about a million and theee quarters of the smaller traders, and
to lose £340,000. The Government still adheres to these conclusions.

“50. Although, when this Bill was last before the Council, I was able to state
that there had been great improvement in the financial position of the Govern-
-ment, I did not then venturc to anticipate that the improvement would, when
we came to make our cstimates for next ‘year, be so considerable as it is now
shown to be. It has nccessarily obliged the Government to reconsider the
question of the propriety of extending taxation to the official and professional
classes, and thus making good the greater part ol the loss incurred by the ex-
emption of the smaller traders from the License Acts.
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« Although the main object of the Government in this part of its proposals
was a more equitable adjustment of taxation, we felt that it was hardly
prudent to give up £340,000 of income without any compensation, and this
was one of the reasons assigned for the proposal to tax the officials and
professional men. The Government has now had to consider this question :—
admitting—as we mpst do, in the present state of the finances—that we
do not absolutely require the £240,000 which the contemplated taxation of
these classes would yield, is it now desirable to i impose it merely for the pur-
pose of making our system of taxation more theoretlcally equal, and removing -
to some extent the reproach, Whlch undoubtedly is true, that certain classes do
not at present bear their full share of the public burdens ?

< If it had now been possible to attempt the removal of the numerous in-
equalities and anomalies which are inseparable from any such partial system
of taxation as that which now exists, this would have been an object of high
importance ; . & ut the mere extension of taxation to the official and professional
classes would clearly be no complete solution of such a problem, although it might
be astep towards it. On the whole, the Government thinks it better, for the
present at any rate, not to press this part of its proposdls. 'We have given up
£340,000 from our existing taxes, and we do not ask that any fresh taxation
shall be impnsed. The amendment of the present law is desirable to carry
out the exemption of the lower classes of traders, and for the removal of one
or two difficulties which I shall explain later on; but with these exceptions no
change is proposed in the License Acts now in force.

«5%7. I do not intend, My Lord, on this occasion to discuss afresh the vexed
question of the Famine Insurance Fund or Surplus. There has been much
misunderstanding between the Government and some of its critics as to what
was said and as to what, though unsaid, we are presumed to have meant when
the taxes to which I have referred were first imposed in 1877 and 1878: for

.this misunderstanding, so far as it has been due to want of precision in the ex-
planations of our policy, I am prepared to accept my full share of responsibi-
lity, but for my part, I do not intend to refer to it again. I shall onmly
say further that there has been, in regard to this matter, no change in the
financial policy of the Government, nor is any change proposed now. In the
following remarks, I shall endeavour te avoid controversy, and to refer only

to actions and to facts which, whatever their motives and- origin, can hardly be
misconstrued. ’

*58. When the serious character of the financial obligations of the State in
times of famine had been recognized, it became the duty of the Government of
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India to make sure that the public resources were adequate to meet the fresh strain
imposed upon them. TUpon careful itiquiry»'we came to the conclusion that we
must contemplate a liability from famine amounting, in loss of revenue and
actual expenditure, to, on an average, £15,000,000 in ten years. It was clear
that this liability must be included among our ordinary obligations, and that it
would have been a fatal error to go on increasing the public debt to meet charges
which must periodically occur. To cnable us to discharge the liability thus
estimated, we determined to aim constantly at a surplus of £1,600,000, sup-
plemented by a further swrplus of £5600,000 to provide for extraordinary
and abnormal demands other than famine, as, for example, to name the most
serious of such demands, for war.

“This standard surplus of £2,000,000 was to bc ascertained on a com-
parison of the revenucs with the expenditure, cxclusive of :—First, Productive
Public Works, which, to whatever extent might be nccessary, it was assumed
might be provided for by loan ; Secondly, Faminc Reclief, and less of revenue
due to famine ; Thirdly, Protective works, 4. e,, works not strictly fulfilling the
definition of Productive Public Works, but constructed specially for the pro-
tection of the country against famine; and Fourthly, Abnormal expenditure,
other than for famine, as, for example, on war.

“Y do not stay to inqnuire afrcsh how far the standard thus adopted was
adequate to the object in view, namely, the solvency of the bta,te, although I
believe it to have been so; I only recite facts.

“59. In order to sccure this standard average surplus of £2,000,000, the
Government next resolved that it was necessary to increcase the revenues of the
country. The occasion for such increase was the recognition of the increased
obligations of the State in times of famine, and the measures of taxation
adopted were framed in the belicf that there were certain classes upon which
this particular burden ought primarily to fall. As I have already cxplained,
that taxation amounted originally to £1,345,000. It has now been reduced

to £1,000,000.

«60. Whether the public accounts show surplus, equilibrium or deficit, it is
indisputable that these taxes must prevent debt by the exact amount which
they yield, and that, when famine occurs, our resources for mecting it will be
increased by an amount exactly equal to the amount obtained from these taxes,
with compound intercst upon them. This part of the subject needs no further

remarks.
aq
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« T have shown to-day that the precise burden borne by the country during
these three years for this purpose has been or is estimated to be—

2
in 1878-79 ... .. 1,227,891
in 1870-80 ... - <. 1,184,000
in 1§80-81 982,000
. 3,393,591

“'The actual expenditure on famine relief has been or isestimated to be :—

£
in 1878.79 ... 813,420
in 1879-80 .. 99,000
in 1880-81 . ... 5,000

. 417,420

““Therefore, the taxation thus levied-in these three years, has enabled us to
defray the expenditure on famine relief, and, moreover, to prevent debt to the
amount of £2,976,471, with interest upon this sum. That this result has been
achieved is sclf-evident, ‘and, being independent of the surplus or deficit of
the revenue as a whole, requires no further demonstration.

“61. I have perhaps already said enough upon the other part of this subject.
The standard which we accepted was £2,000,000 revenue in excess of the
expenditure on the ordinary account, excludingthe expenditure upon famine,
and other abnormal obligations. In my opinion this standard has been, in
each of the three years of which I am speaking to-day, greatly surpassed.

“It will doubtless be always right to scrutinise rigidly and jealously the
validity of the grounds upon which -any part of the public expenditure is
excluded from the account upon which the surplus for comparison with our
standard surplus of £2,000,000, is ascertained; but I believe that, if the ac-
counts and estimates of the three years before us are subjected to the most
severe criticism, it will be found that the actual and estimated surplus
of revenue during this period does truly far exceed the £6,000,000 which,
according to the standard which we have prescribed for ourselves, should be
‘attained in three years, if the "solvency of the State is to be ensured.

- “62. Ifind an apt illustration of our policy in this matter, ready to my hand,
which I quote the more willingly because it is, in other respects, of much
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interest. Accordlno to present prospects, in the ten years ending with 1880-81
we shall have spent, all-told, including productive public WOlkS, war, and
famine, £36,818,000 more than our whole revenue. The items included in
this expenditure, which should be excluded before applying our standard, are—

£
Productive Public Works* ... 85,881,000
War in Afghanistan . 9,250,000
Famine ... 14,607,000
ToraL . 59,788,000

Our revenue will have exceeded the rest of our expenditure by £22,890,000;
and, but for loss of revenue from famine, this surplus would have been
£25,890,000, or, on an average, £2,689,000 a year.

¢ Thus, during these ten years, with an average surplus of £2,589,000 to
compare with our standard of £2,000,000, we expect to have defrayed the whole
cost of our famines and our wars, from our revenucs, excepting only the
trifling deficiency of £967,000. Considering the magnitude of our expenditure
on famine and war during this period and the immense increase of charge under
Loss by Exchange, this retrospect appears to me highly satisfactory.

. «63. I wish I could say that our plans for the construction of works for the
actual prevention and relief of famine had been as successful as our financial
arrangements have been. And this brings me, My Lord, to another part of my
subject.

« Financial safety was by no means our sole object. We felt not only that
we had financially to provide the means of relieving famine when it occurred,
but that the equally important duty devolved upon us of doing everything
which it was possible for a Government to do, towards preventing these most
terrible of all natural calamities, and furnishing the country with the machinery
by which, when they occurred, the largest practicable amount of relief could
be most speedily and effectually distributed. The new taxation and the other
measures by which our finances were improved, would give us, we believed, the
means of carrying out these objects with a certainty and rapidity which would

otherwise have been difficult.

“The investment of our surplus in Productive Public Works was, from a
merely financial point of view, in no sense essential to our scheme, and it will

¢ Including £11,076,000 spent on what I have called doubtfal works.
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be seen, froln what has ‘been said elsewhere, that this part of our plans was

modified by the orders of the Sccretary of State in a manner to which, on
financial grounds, we could take no exception. But we certainly contemplated
the extensive construction of works for the protection of the country against
famine ; and it was to these projects that public attention was mainly directed,
and in them the public naturally and rightly felt a deeper’interest than it
could take in any merely financial arrangements.

“64. A nobler programme was, in my opinion, never put forth by any Gov-
ernment than that put forth by Your Excellency; a more benéficial scheme was,
in my judgment, never formed for the material improvement of any country,
than the scheme which Your Excellency explained to this Council on the
27th December 1877, in your Minute of March 1878, and on other occasions,
I desire to remind the Gouncil and the public of what the plans of the.
Government of India were, and to explain why they have not been carried
into effect as completely as we desired.

) «“65. 1 wish, My Lord, it were possible for me to read to the Council, and in-
‘corporate in this Financial Statement, Your Excellency’s speech of the 27th

December 1877. As I cannot do this, but am anxious to place the whole case .

in the clearest light, I must ask Your Excellency’s permission to string toge-
ther some passages from that speech, for I could not describe the programme

of the Government in any words so good as those which Your Excellency
used—

“The measures now before the Council bave, for their principal object, the provision of
that increase of the public income which experience has proved to be the first condition of any
practical insurance against famine; and, therefore, it is only proper thut the Council should
know how we intend to emplay the resources which its adoption of thkese measures will place
at our disposal for that purpose, * ¥

“ Of the countless suggestions made from time to time, and more especially during the
present year, for rendering less bitterly ironical than it still scems, that famous inseription
on the huge granary built at Patna, for “the pelpetual preventlon of faminein these provinces,’
there are only three which merit serious consideration. These are firstly, Emigration ; secondly,
‘Railways; and, thirdly, Irrigation Works. Unfortunately for India, the first of these threc
material factors in the practical solution of problems similar to those we are now dealing with,
is inapplicable, or only very imperfectly applicable, to the actual conditions of this country ;
* * though emigration unquestionably claims our fostering encouragement, I fear that,
for many years to come, we must practically exclude this expedient from the list of those
on which we mainly rely as a means of insuring the population of India against the calamities
of periodical famine. The conclusion thus arrived at forcibly confines our immediate efforts
to the most rapid development, by the cheapest methods, combined with the most appro-
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priate and efficient application, of the only two remaining instruments for increasing the pro-
duce of the soil, facilitating its circulation, and tlierel)y improving the gencral social con-
dition, and augmenting the collective wealth, of the whole community. Those instruments
are railroads and irrigation works.

¢« ¢Now the incaleulable value to India of her present railways has been unmistakeably
demonstrated during the past year; and the Government is unquestionably bound to stimulate
the extension of this class of works to the greatest extent and with the greatest rapidity, con-
sistent with the requirements of financial prudence. '

««%x * Tt is an unquestionable fact, that the railways, and the railways alone, were the
salvation of the situation in Northern Behar during the famine of 1874 ; and that they have
again Leen the salvation of the situation in Madras during the famine of the present year.

«e% % Had there been no railway within reach of these districts, the people, where they
have now died by hundreds, must have assuredly succumbed by thousands.

¢ < 1 am eatisfied that thé devcelopment of a network of subsidiary lines of railway, giving
the means of transport through every district of British India, has become a matter of vital
netessity for the attainment of the great object now before us. Our present object is to render
available within the shortest possible time a maximum length of line, especially constructed for
a slow goods traffic, rather than to provide those more ample conveniences for passehgers and
goods, which bave commonly been deemed necessary for all Indian railways hitherto con-
structed. * * *

« ¢ The early conclusion of'such an undertaking must necessarily depend upon its financial
practicability ; and, for this reason, all minor considerations must Le subordinated to the most
rigid economy in construction, and the most severe limitation of the works to what is indispens-
able for the efficient exercise of their special function. But, if these conditions be duly com-
plied with, I have confidence that, at a comparatively early period, we shall, without any strain
upon our financial resources, have extended to all parts and provinces of our empire the most
efficacious protection, not indeed from dearth (for that is impossible), but from those terrible
effects of dearth which now generally terminate in famine.

¢ ¢ These, then, are the principles on which we are prepared to apply at once to the extension
of our railway system, as a means of insurance against famine, an adequate proportion of the
resources at our command for that purpose. ¥ * * * * *

~

“ ¢ We propose to apply to the extension of irrigation works preciscly the same principle
and policy. ¥ ¥

“¢I am not now speaking of what we ought to do, or would do, to ensure this country
against the worst effects of future famine, had we only the means of doing it ; but of what we
can do, and will do, with the means already provided for in the mcasures now before the
Council. T do not mean to say that the construction of such an extensive system of local
railroads and irrigation works as we proposc to undertake, will not be the gradual task of
many years. But I do mean to say that,in the manner and on the principles alrezdy explained,
we are now providing for the prompt commencement, and uninterrupted continuation, of this

&
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great and necessary task. We are systematising a ‘policy, the principles of which have been
repeatedly proclaimed and approved by our predecessors. We are associating with it the
interests, the powers, and the duties of our local administrations. We are providing them with
the ﬁmezms of permanently prosecuting and developing it, not without reference to our financial
control, but exempt from the distressing uncertainty which has hitherto been inseparable
from the practical exccution of this policy, in consequence of the obligation, which has till now
rested uipon the Government of India, with the very limited funds at its disposal for the pro-
secution of public works, to choose, from year to year, between the conflicting claims upon its
purse of the various and dissimilar localities of this spacious Empire.’ 4

“66. My Lord, I am convinced that the policy, which Your Excellency thus .
proclaimed your resolution to-carry out, was not only wise and humane,
because it provided the only possible means by which the Government could
protect the country against the future calamities of famine, but that, financially,
it was sound and prudent. Notwithstanding many mistakes which, in trans-
- actions of such magnitude, were inevitable, the policy by which, for many

years past, we have been constructing railways and canals in India was, .in”*

my belief, sound and statesmanlike in its conception, and its practical
results have been triumphantly successful. The wealth of the country, and the
~ prosperity and happiness of its people, have been increased by it to an incalcu.
lable extent; the consequent gain to the country and the public finances has
been immense, and is not to be measured by figures showing only the direct
returns from the works which have been constructed. For my part, I see mo
drawbacks, no dangers, and no disadvantages, which deserve to be weighed for
one moment against the benefits which have been derived. The Government
of Your Excellency desired to extend and develop this policy, and hoped,
by the construction of a network of cheap railways and of carefully planned
works of irrigation, to do all that it was in the power of a Government
to do, to prevent the frightful calamities of famine to which the country is now
periodically exposed. 'We bclieved, and I believe still, that we could do this not
only without financial risk, but with certain financial advantage.

“67. The Local Governments shared our convictions and our expectations’
Sir Ashley Eden, the Licutcnant-Governor of Bengal, was prepared to undertake,
from the resources already assigned to him, a system of railway communica:
tions which, without costing the imperial revenues a shilling, would, he believed,
have added millions to the wealth of his great province. S8ir George Couper
sent us up a scheme, carefully prepared by my friend General Yraser, for con-
structing a complete system, some twelve or thirteen hundred miles in length,
of light railways, which, in combination with works of irrigation, would have *
gone far, if not to make future famines in the North-Western Provinces
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improbable, at least to render the relicf of such famines a comparatively easy
and a certainly successful operation.

¢« 68. My Lord, these visions have for the present, but I hope only for the
present, faded. The plans which Your Excellency described to the Council
two years ago, and which I have repeated to-day, have not yet been carried out
we have had to defer the hope of protecting the country against famine by the
rapid development of railways and works of irrigation; .and not only this, but
we have even been compelled largely to reduce the expenditure which, for many
years past, we have been incurring on works of this description.

«“ My Lord, I shall not call in question the sufficiency of the reasons which.
led Her Majesty’s Government, and a Committee of the House of Commons,
to think that a very large reduction should be made in the expenditure of the
Government of India on Productive Public Works; nor is it nccessary that
I should now repeat those rcasons, because they have been fully explained in
the Report of the Committee, which was published during the last session of
Parliament. Nor do I wish it to be supposed that I am insensible to the advan-
tages which we derive from this temporary restriction of expenditure. It has
enabled us to carry out in a way which might otherwise have been hardly
practicable, important reforms in the Public Works Department, and to get
rid of hugely overgrown establishments.

¢« 89. The limit of £2,500,000 which has been placed on our annual expendi-
ture on productive public works has avowedly no sort of finality. ¢The amount to
be annually expended’ (I am quoting from the Report of the Committee of
the House of Commons) ¢should mainly depend upon the financial condi-
tion of India, and should, therefore, for the present, be limited to an
amount of £2,500,000, as rccently fixed by the Secrctary of State for India
in Council.” Considering what our financial condition already is, and what
we hope it will be in the futurc, I predict with confidence that the check,
which has been placed upon our expenditure- on useful works essential
to the progress of the country and to its protection against famine, will
be only temporary, and that the exccution of the plaus described by Your
Excellency two years ago has been only temporarily deferrcd. But at the
same time I wish to make it clear that, if the Government of India has
failed for the present fully to carry out its programme for the construction of
material works for protecting the country against famine, no responsibility
for that failure rests upon us. While I say this, I must again ask the Council
to remember that, however much we may regret this disappointment, it in no
way affects the financial efficacy of the measures taken to cnable us to dischag:
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our obligations in times of famine without fear of insolvency. Nothing can
preveut the success of those measures, which have been subjected to this
modification only, that, owing to the improvement of our general financial
pasition, o have ventured to dispense with about a quarter of the additional

taxation (amounting at its maximum to £1,345,000 a year) which was their
main feature.

“70. I may here notice, with regard to the policy of the construction of pro-
, ductive public works, that, althoughthe correspondence on the subject between
the Government of India and the Secretary of State is not concluded, it is
understood that the following points have been settled for the present :—

“{. That any money which it may be necessaty to,borrow for the construction of such
works shall be borrowed in India in rupees, and not in London in sterling
money.

“ii. That not more than £2,500,000 a year, on an average, shall be thus borrowed, in
addition, however, to any capital expended upon the East Indian Railway or
any other undertaking which may be hereafter acquired by the State in like
manner ; in addition also to any money which may be lent to the Government
of India by Native States for the construction of productive public works.

“iii. That the yearly grant for the constructionof productive public works shall not
exceed £2,600,000 in addition to the capital expended upon the East Indian
Railway or any undertaking similarly acquired hereafter, and to the expendi-
ture upon any works the funds for the construction of which are lent to the
Government of India by Native States.

“jv. That the unexpended portion of the grant of the past year may be re-granted for
expenditure in the following year. The object of this provision is to prevent

the waste and inconvenience incident to the lapse of unspent grantsfor the
construction of public works.

* As already explained, the grant for the construction of productive public
works in 1880-81 has been regulated strictly by these principles.

«71. There are, My Lord, various questions connected with the customs tariff
to which I must now refer.

* Beginning with the import duties, there is first the duty on cotton goods,
and this is a subject of which I cannot speak without some reserve, because
there has been in past times, as everybody knows, no unanimity of opinion
regarding it among the members of the Government. Speaking, as I now -
am, on behalf of the Government generally, I desire to say nothing to which
any of my collengues might take exception, and, although it will not be possible
for me altogether to aveid the expression of my own opinions on questions of

. b i i e e e e e maamt i
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past and future policy, I hope ® will be understood that I shall, in giving
such opinions, be stating only what T mysclf think.

«The Government does not at present propose to make any alteration in the
duties actually levied on cotton goods. There are, however, obvious and
serious defects in the existing system, and no one can say that it can long
-be maintained.

“72. Thcmeasures taken during the last two yecars, whatever other results
may have followed, have ‘at least effected the particular object for which they
were declared necessary. They have, for the present, removed all grounds for
the ecdmplaint, that we were levying protective duties in favour of the Indian
mills in their competition with English manufacturers. Some classes. of
Egglish goods may be unduly favoured in comparison with other classes ot
English goods; but no protection remains for the special Dbenefit of .goods
produced in India.

“When, last year, Your Exccllency decided that it was impossible to defend
the maintenance of the duty on certain classes of cotton goods, because
it had a distinctly protective character, it was thought right to make a con-
siderable sacrifice of revenue for its immediate removal. Whether the course
adopted was right, as I then thought and think still, or whether it was wrong,
is a question which I will not now discuss, but the Government feels that it
cannot at the present moment go further, or submit to loss of revenue beyond
that which the measures of the last two years have rendered unavoidable.

«73. I must say something of 'the effect which those measures have actually
produced. Mr. Hope’s Commission stated in its report last year that the
remission of duty on all goods made of 30s and under “would probably
soon effect a complete revolution in the piece goods trade,” and it quoted, in
support of its own conclusions, a report by Mr. Pritchard, the Commissioner of
Customs in Bombay, who, with reference to this remission, wrote as follows : —

« ¢ It will operate to create a new class of shirtings made of yarns 2% by 29 or 80, instead
of the present standard quality of 32 by 86. This will pass fice of duty, and, if it finds
favour in the market, will take the place to a large extent either of the long cloths or of the

“shirtings now used, or of both.’

“The Commission also quoted the following |opi».30n +f a large mercantile

firm :—
[4

¢ There can be no doubt th:r a trade in clot!. made of yarn just within the limit of
excmption of duty would be iostered, and which migh} gradually become of consiflemble
) i
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1mportancc -Such cloth would probably be upprecmhd by consumers for its mtx insic value, as
well as for 1ts comparative cheapness, owing to" there being mo duty upon it; and, if this

. should be the case, it mxght do away with the importation of cloth made of yarns varymg
from 825 upwards.’

¢ 74. I quote these passaf'es, because the actual results have closely corres-
ponded with the anticipations thus formed by the Commission and adopted by

+ ~the Government. - The chief difference has-been that those results have followed
_more fapidly than either the Commission or the Government expected.

~ «“The immediate consequence of the exemption from duty of goods con-

-ta.ining no yarn of a higher number than 30s, was the rapid developmcn(; of

the manufacture and import of a new class of goods made of 30s and lower
counts. In consequence of their superior relative cheapness, these duty-free
goods, have rapidly become popular; and‘the experiment having thus proved
successful, the tendency is now to make of the coarser yarns all cloth for
which, they can be used, and to substitute the coarser for the finer fabrics
formerly made of yarns ranging from 380s to 40s. This process has already
reached such a point, that last month the duty-free shj:tings and longcloths
constituted more than 74 per cent. of those kinds of ‘imported goods, and

‘the dutiable qualities 0i#$6me other classes of goods have almost d.lsappeared

from the market. We estimated last year that we might lose in the first
vear revenue to the amount of £150,000, and in subsequent years more.
It is now probable that the loss in the first year, now about to close, will

be nearly £200 000, and for the coming year it is estimated at £50,000
more.

“75. Now, clearly, the present state of things is not satisfactory. We are
holding out to English manufacturers a strong inducement to supplant finer
by coarser classes of goods, and it has been forcibly represented that these
and other anomalies ought not to be left uncorrected. I may refer in particular
to a letter addressed to wus by the Bengal Chamber of CGommerce. The
Chamber points out that the declaration made last year by the Government,
that “it is not reasonable that. certain goods should be admitted free, while
large quantities of goods of almost precisely the same character in every thing
but name remain liable to duty,” is still true, with this difference, that the
hardship is now “ not caused by the competition between Lancashire and our
local mills, but by competition amongst Lancashirc manufacturers themselves,
to secure the full benefit of the Government of India’s last act. They do not,
however, carry less weight on that account.”  The letter of the Chamber has .
been seen by the Council ; I need not repeat the forcible illustrations which it
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contains of the anomalies which now exist, but I fully admit the accuracy-of
its statements. ‘

“The Chamber says that *“to all appearance, these duties ave dying a natural
death, and as that process involves scrious anomalics and hardéhips, itisa
question whether the present is not a fitting moment to abolish them in Zoto.
To the Committee there does not appear any other course open, consistent with
the declarations of Government, to which they have referred.”

“76. If I could now put aside financial considerations, I should say that
this conclusion of the Chamber is perfectly right. I'may add that the alter-
native course which it has suggested as possible, namely, the recall of last year's
exemptions, and the rve-imposition of a uniform duty of 24 per cent. on all
imported cotton goods, would not only be, in my opinion, objectionable in
itsclf, hut scems impracticable, because it would be opposed to the policy
Iaid down for our guidance by Parliament, and by Her Majesty’s Government.
That policy was declared on the 4th April 1879, hy the House of Commons, in
the following Resolution :—

¢ ¢ That the Indian import duty on cotton goods, being unjust alike to the Indian consumer
and the English producer, ought to be abolished, and this House accepts the recent reduction
in these duties as a step towards their total abolitien, to which Her Majesty’s Government
are pledged.’

T nced not pursue this subject further. It is impossible to deny that the
present state of things is anomalous and objectionable. The Government will
give to this question in the future that constant attention which itsimportance
demands, but it cannot, at the present moment, make the large sacrifice
of revenue whicli its complete solution would involve, and, as a provisional
arrangement, meanwhile, it does not seem possible to draw any line better than
that drawn last year. The abolition of the remaining dutics on cotton goods
would cost us £600,000, in addition to the £250,000 which we have given up
already.

«T may remind the Council that the measures of last year were not hastily
taken, and that they were in precise accordance with the specific recom-
mendations of the Chambers of Commerce of Manchester, of Bengal, and of
Bombay. I may add that, although I cannot doubt that the objections to
which I have referred must have been fclt as strongly in Lancashire as any-
whepe else, the Government has not reccived from thc English manufactur-
ers any complaints regarding them.
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v wenqAlthough, my Lord, I do not intend t6 discuss the rropﬁety of the course
that has been: fo]lowed in regard to the removal of the duty on cotton goods, I

* . pitust ask Your Dxcellency 8 permlssmn to say a few words on “what is, in some

" yospects, & personal matter. 'We are constantly told that these measures have
“been adopted in disregard of the interests of the people of India, and in obedience
“to the selfish demands.of the Manchester manufacturers. If, my Lord, we had,

7 'indeed, manipulated, in the interests of England or of any political party in

England, - the taxes paid by the people of India, our conduct would have been

ff:;'_;""";hnot only shameful and odious, but absolutely criminal, and I, as Your Excel-
: :'ivllency s chlef ‘constitutional adviser in' the. financial measures of the last two

years, must have borne my share of the responsibility. But for myself, who
have taken part in these measures, I wish to say ‘that I hardly remem-
ber the time when I did not argue, in the interests of India, for the re-
moval of these and all other restrictions on her commerce. I advocated
the abolition of these duties before, to the best of my belief, Manchester
had * hérself discovered that she was injured by them, and long before
Lord Sahsbury had proved in his despatches, in a manner which seems to me

" unanswerablé, the serious injury which they were inflicting upon this coun~

‘tiy. As Isaid in my first Financial Statement fhree years ago, I would not
have accepted my present office, if I had not hoped that I should have.an
opportunity of co-operating with .-Your Excellency in carrying out what, I
may say without exaggeration, have been the convictions of a life-time. I
have had that opportunity. The cotton duties are, in-my opinion, virtually
dead. .

«48, Before leaving this subject, I think it right once more to point out
that we ought not to shut our eyes to the consequences which, as it seems ‘to
me, must inevitably follow from the loss of the cotton duties, Whether those
consequences ouSht, as I believe, to be welcomed as fraught with a great deve-
lopment of  wealth and prosperity to India, or ought, as others think, to be
looked on as disastrous, we cannot wisely shut our eyes to the fact that the aboli-
tion of the duty on cotton goods will involvein all probability the loss of a great
part of our revenue from sea customs. In the Financial Statements for 1877-78
and 1878-79 this was clearly pointed out. Inthe former of these, I said that I
looked forward with confidence to the almost total abolition of customs duties in
India, and I used these words:—*“ I do not know how long a period may elapse
before such a cqonsummation is reached, but, whether we see it or not, the
time is not hopelessly distant, when the ports of India will be thrown -open
freely to the commerce of the world.”
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“My Lord, the fulfilment of this vision seems to me now not far off. It was
shown in the Financial Statement for 1878-79 that, putting aside the dutieslevied
on salt and alcoholic liquors, which stand on special grounds, and on which
internal excise duties corresponding with the customs duties arc imposed,
there would remain, apart from the cotton duties, a very small amount of
import duties. Taking the estimates for the coming year, the nct sun
which we expect to reccive from the sea customs duties, exclusive of sal,
alcoholic liquors, and arms, is £1,115,000. The cotton dutics will yield say
£615,000, and, if I am right in Dbelieving that they must ultimately be
altogether given up, owr whole import dutics would then yield only about
£500,000. The truth is that cotton goods are the sole article of foreign
production, which the people of India now largely consume, and therc is no
present possibility of a large customs revenue from anything clse. Will it
be possible, when cotton goods have been freed from duty, still to tax woollen
goods and many other articles? And can it be belicved that we should long
maintain our customs establishments for the sake of obtaining the insignifi-
cant revenue that would remain?

«79. I know only onc suggestion which seems to deserve discussion, for
saving a considerable portion of our customs revenue. I do not remember by
whom it was first made, but I have heard of it for a good many yecars past. 1
believe that it really had itsorigin in a plan which at one time Mr. Gladstone
thought of for England. My hon’ble friend, Mr. Hope, has lately given it his
attention.

“ Starting with the assumption that our customs tariff on its present footing
cannot be maintained, this suggestion is that, instead of customs duties
properly so called, we should, with certain exceptions, levy on all articles im-
ported into India, and possibly, also, on those exported, a registration fee ata very
low rate. In this way, it is urged, we might obtaiu a considerable revenue
in an unobjcctionable way. I give no opinion of my own, much less do
I give any opinion on behalf of the Government, in favour of this scheme, and
all I say of it is that it deserves to be considered.

«80. Another solution of these difficulties has lately been suggested, but it
seems to me unsound in theory, and impossible in practice. It is that
a sort of treaty of commerce should be entered into between England and
India, on the principle that India will admit all English merchandize free,
on condition that England gives up the dutics which she now levies on
Indian tea and coffcc; if, it is added, England, in order to maintain her

duty on China tea, prefers to continue to levy duty on tea and coffee from
k
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" India, she might pay the proceeds amounting to a million a year, into the

Indian Treasury.

«Qf course we should be glad to see the English or any other duties on
Indian tea and coffee or on anything else removed ; but, if free trade be good for
India, it is good for her whether other countries maintain duties on Indian
products or not, and the fact that England (for, as it secms to me, excellent
reasons) taxes our tea and coffee, is no reason for our taxing her cotton manu-
factures, and almost everything else that we get from her. To maintain the
contrafy is, to maintain the old delusion of reciprocity. In regard to the
suggestion that England should pay to India the million which she levies on
Indian tea and coffee, this is clear, that, whoever else might profit from suchan
arrangement, it would not be our tea and coffee interests. They would have
to pay as much as before, nor would they be reconciled to the new arrange-
ment by the reflection, that it was almost equivalent to the imposition upon
them of an export duty for the purpose of saving the English treaswry from
loss, and for the benefit of the general revenues of India.

«81. I must add that I do not know why tea and coffee héve alone been men-
tioned, as if they were the only articles of Indian production on which England
leviés any duty. There is tobacco, from which England derives a revenue of

. between eight and nine millions; I hope and believe that Indian tobacco has

before it a great future; I should be delighted to see every legitimate encour-
agement given to its production; but I cannot conceive how it can be admitted
into England free of duty. As, however, the adoption of the proposals, to
which I have alluded, would practically lead to the surrender by England of the
greater part of her customs revenue, I need hardly say more on this subject.

« 82, Leaving the import tariff, I come now to questions connected with the
duties on exports. Since 1875, the only export duties have been those on
indigo, lac, and rice.

¢ 83. It is surprising that the duties on the two first of these articles should
have survived so long. Nobody has ever defended them, and the only reason
assigned for keeping them has been that the Government could not
give up the revenue yielded by them, though this has never been great.
The average amount derived annually from the export duty on indigo is
£42,000. The duty is levied at a fixed rate on qu;mtity, so that the revenue
does not fluctuate with the fluctuation of prices. On the finer qualities the
incidence of the duty is mot much over one per cent.; on the lower qualities
it may be as much as four per cent. The cultivation of indigo by natives
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of the country has, in Northern India, been somewhat rapidly increasing, and
the duty falls much more heavily on the qualities made by them, than on
the better  qualities turned out by the factories nmanaged by Turopeans.
Indigo from Central America competes with onrs in the European markets,
but not very actively; and a morc scrious future danger to this industry
is probably to be found in the competition of chemically prepared substi-
tutes. The danger is not the less real because no efficient substitute has yet
been found. The progress of scientific discovery is now so rapid, that we
might hear almost any day that this highly important Indian industry was
seriously threatened, and we should then be exposed to the deserved reproach that
this competition had been stimulated by thesuicidal folly of our fiscal legislation.
Export duties enjoy the credit of having ruined the Indian trade in saltpetre ;
they were taken off when it was too late to repair the mischicf; the Govern-
ment does not wish to run any similar risk with indigo. A notification will,
therefore, be issued to-day under the powers conferred on the Governor General
in Council by the Sea Customs Act, 1878, excmpting indigo from liability to
export duty.

« 84. The same notification will abolish the equally indefensible export duty
on lac. The tradein lac has beenin a depressed condition, and during thelast two
years the average amount of revenue yielded by the duty has been only about
£9,000.

«85. I do not think that any one will question the propricty of these exemp-
tions. Taking them both together, they involve a loss of about £54,000
a year.

«86. The only export duty, which will now remain, is that onrice. It yield-
ed, in 1878-79, a net revenue of £6556,000. As it is an cxport duty, it is often
assumed that its effect must be more mischievous than that of any import
duty. No one can be more alive than I am to the economical objections
to cxport duties; but this duty on rice is, in my opinion, at the present moment,
less open to objection than some of our other customs dutics. I have before
me a valuable note by Mr. O’Conor on the Indian rice trade. It is shown
that more than half of our exports of rice goes to Europe. Of the remainder,
the greater part is consumed in the countrics near India, such as Arabia,
Persia, Ceylon, the Straits, &c., or is sent to various colonics, of which Mauritius

"is the most important, for the supply of the cooly population. The table rice
exported from Bengal to Europe is used as food; other qualities, and the rice
from Burmah, a thick coarsc grain, is chiefly used for distillation, or for conver-
sion into starch.
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«“87. There is’ practically, at the present time, no competition with India
on the part of other countrics in Asia or America in the rice trade. Great
apprehensions were expressed some years ago of the.competition of Saigon.
Similar apprehensions have been felt in regard to Siam. As yet these ap-
prehensions have not been justified ; but I must observe that there has been _
this year a large increase in the export of rice from Saigon to Europe.
Northern Italy produces a good deal of rice, and sends large quantities
to France; other countries furnish smaller supplies. Rice cultivation, which
was formerly very extensive in North Carolina, has ceased to be important, and
little rice now goes from the United States to Europe, Thus, although it would
not be correct to say that India has a monopoly of the trade in rice, she has
something approaching to it, and, so long as this remains true, it cannot be said
that the export duty has a seriously injurious effect on Indian interests. At
the same time, it is impossible to say how long this may continue true; the
Government cannot keep too watchful an eye on the rice trade, and must be
prepared, if it should become neccessary, to take immediate action. While, there-
fore, I am not prepared to say that our export duty on rice is at the present
moment especially objectionable, I feel that we cannot count upon it as a
permanent source of revenue, and if -we could afford the loss, I should be very
glad to get rid of it. The exports of rice from India, during the last seven years,
‘have not very greatly varied in quantity. In 1878, the year before the
Bengal famine, they were 1,164,697 tons; in 1875, in consequence of the famine,
they fell to 869.646 tons, and this was the lowest amount reached ; in 1879 they
had again risen to 1,061,861 tons, and the trade is now again increasing.

¢ 88. Considering’that,!between;1874 and 1878, the country was passing, with
hardly any intermission, through a period of drought and famine, and that vast
quantities of rice were absorbed in feeding the famine-stricken population, it is
satisfactory to find that exports to other countries should have shown little
diminution, and that the enormous increase in prices should not have interfered
materially with the foreign demand. In 1878-79, although prices still ruled
high and an active demand continued for internal consumption, the exports
nearly attained the level of the.trade previous tothe famine period. This year
the exports will, it is thought, exceed those of last year, and, if harvests con-
tinue good, next year will probably be a time of great activityin the rice trade.

89. Inleaving this part of my subject, I will only add, that I am as sure as
ever that there is no country in the world in which the fullest application
of the principles of free trade is more desirable than it is in India. India
(to repeat what was said in the Financial Statement for 1878.79) « is a country
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which, from its poverty, the primitive and monotonous condition of its industrial
life, and the peculiar character of its political condition, scems to require from
jts Government, before all things, the most coonomieal treatment of its resourcess
and, thercfore, the greatest possible freedom in its foreign c'xchangcs.” I con-
fidently believe that the time is not far off when the truth of this will be
generally recognized.

«90. The re-adjustment of the salt duties, to which I must next refer, has
proved a very successful measure. 11 will he in the recollection of the Council
that, at the end of 1877, a step was talen towards equalizing the rate
throughout India, by raising it, in the Presidencies of Madras and Bombay,
from 1 Rupee 13 annas to 2 Rupees 8 annas per maund, and by lowering it, in
the Lower Provinees of Dengal, from 3 Llupees 4 annas to 8 Rupecs, and, in
the Upper Provinces, ivom 3 Rupees {o 2 Rupees 12 annas per maund. In
the- followihg August, a further reduciion was mwade of 2 annas in Lower
Bengal, and of 4 aimas in. the Upper Provinces. By these means a uniform
ratc of 2 Rupees 8 annas per mannd has heen established throughont India,
except in Bengal, where the dufy is 6 annas higher, and in Burma and part
of the Punjab trans-Indus, where it is nominal.

“On the 1st October 1878, the salt sources which the British Government
had, under recently negotiated agreements, obtained on lease from the Native
States in Rajputana, were taken over, and &t these, as well as at the Sambhar
Lake alveady in our posscssion, the duty of 2 Rupees 8 annas per raund was
then levied on all salf, excepling {hat exempted under the agreements just
mentioned, the details of which were fully deseribed in the Tinaneial State-
ment last year. Considering that this result has Dbeen obtained not only
without any general inerease in the rate of duty on salt, but with a large reduc-
tion of that rate thronghout by far the greater part of India, and simulta-
ncously with a reduction of price to the vast majority of the population, I
think we may congratulate oursclves on the success of our policy.

« It was formerly shown that, by the re-adjustment of the rates of duty, we
hoped to lower the price of salt to 130,000,000 of people, while only 47,000,000
were affected adversely. Rajputana and Central India are now liable to the
salt tax, but a portion of the population still obtains its.salt free of duty, and
another portion pays only half the wusual rate. Throughout tho greater
part of these States the price of salt, independent of the duty, has been greatly
diminished, not only directly, but by the extension of railways. The people
have further been relicved by the abolition of local transit duties, and by the

: 4
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sholition of the British duty on sugar taken across the now defunct Inland-
‘Customs Line, which gielded £150,000 a year. The Government is now
endeavouring to redeem all remaining transit duties on salt in Rajputana and

Qentral India, so that the transport of. salt may everywhele be free from
restriction.

“91. The Inland Customs Line, on the enormities of which I have so often
dilated, finally disappeared at the commencement of thie present official year.
‘When I think of this abominable barrier, which was likened to the Great Wall
of China, stretching 2,000 miles across the whole of India, so that, if it had
been put down in Europe, would have reached from London to Constantinople,
with the countless evils that it entailed, I find it difficult not to begin again
my old expressions of indignation. However, it is now dead, and I contrra.tu-
late Your ‘Excellency and the country on the fact. By its dlsa,ppeara.nce we
have saved about £100,000 a year.

« 92. T will state to the ‘Council the principal faéts in my possess_ion; illus-
trating the effect Pmduced by our measures oh the consumption of salt and o
the public revenues.

“We have complete returns for the first ten months of the present year.
Comparing these with the returns for the same period in 1877-78, the last year
in which the old rates of duty were in force, therc has been an increase of
consumption; throughout India, amounting to about 2,400,000 maunds; the
total consumption in the former period was 20,373,000, and in the latter period
22,776,000 maunds. -More than 537,000 maunds of this increase is the increase
+ in Lower Bengal, and nearly 1,900,000 mannds in Northern India. About a
third part of the latter is‘attributed to the consumption in the Native States of
Rajputana and Central India. In Madras and Bombay there was a small
falling off in the consumption, which fell from 8,850,000 to about 8,654,000
maunds, or by 196,000 maunds. The. reduction in Madras is believed to be
more apparert than real, because a large number of the population eonsume
untaxed salt. The law relating td salt in the Madras Presidency is as yet
very lemently enforced, or is, perhaps, not sufficiently stringent.

“In making the.above comparison, I have taken the most unfavourable
figures for my own argument that I could find; 1877-78 was the great famine
year, but nevertheless for some reason, which I have failed to understand, the
amount of salt taxed in Madras in that year was, as I noticed in the last
Financial Statement, extraordinarily large.
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«Tf we compare the returns for the first- ten months of the present year with
those of 1876-77-(and, if I went further back, my case would be still stronger),
we find that, taking the whole of In(ha, there has been an inerease in the total
consumption of 2,718,000 maunds, or from 20,058,000 to more than 22,776,000
maunds; and this increase has been spread over the whole country. ‘In Lower
Bengal the consumption has risen from 6,822,000 to 7,682,000 ntaunds, and,
notwithstanding the reduction of duty, the revenue has only fallen off by
£30,000, or from £2,220,000 to £2,190,000.

. “In Northern India the consumption has risen from 3,775,000 to 5,442,000
maunds, and, in spite of the reduction of duty, the revenuc has increased from
£1,142,000 to £1,348;000. Even in Madras and Bombay, where the _duty was
increased, and where the revenue has risen from £1,662,000 to £2,155,000, the
consumption has increased from 8,6»11,090 to 8,654,000 maunds.

“The figures I have just quoted refer to revenue derived from the duty on
salt. There are, besides this, large 1'ecc_ilits from other heads, such as the sale
price of Government salt.

«In 1877-78 the gross salt revenue of the whole year was under G} millions
sterling ; in 1878-79 it had risen to 7 millions; the Regular Estimates for the
current year excced 7% millions, while, for next year, our estimate of salt
revenuc is 74 millions. Thus the improvement is expected to be more than
onc million in four ycars. :

¢« TWhile the revenue has thus increased, the salt expenditure has diminished
from £508,000 in 1875-76 to £104,000 in 1878-79, and is cstimated at £368,000
in 1880-81. Against this saving in cvpcuditum, however, must be put
£2o3 000 on account of the annual compcnsatlons paid to the INative States
and to Portugucse India; this, with £70,000 for the Sambhar Lake,’is charged
in the public accounts under A4llowances a)gd Assignmnents.

« 93, I think, my Lord, I may now say confidently that the wisdom of the
policy followed in regard to the equalization of the salt dutics has been proved
by expcncncc To what extent the increased consumption and lewer price of
galt throughout the greater part of India have been the consequence of the
reduction of the duty, and to what extent they have been attributable to the
cxtension of railways, to the general improvement of communications, the
opening out of new markets, and the increasc . of the population, it is not
possible to say ; these various influences have, doubtless, all contributed to
the result ; but it was with the knowlcdge, and indced with the certainty, that
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all the conditions with which we had to deal were highly favourable to the
success of "our policy, that we were induced to. adopt it.

“ QL I-must add ﬂnat wo received a few WCG]\S ago aleprcsentatlon from the
President of the Salt Chamber of Commerce, Cheshire and Worce}stcrshlrc, to
the cffect that onc.of the results of our late mecasures has been an increase of

“the former differcnce between the rates of duty on Liverpool salt and that
.produced in Northern India, which places the former at a greater disadvantage
than herctofore, and has driven it back from markets in Behar formerly sup-
plicd by it. Although, as I lave already shown, there has lately been a great
increase in the consumption of Liverpool salt in Bengal, careful inquiry is
now being made into this subject. But, whatever may be the result of that
. inquiry, I may say at once ihat, although the Gov crnment cannot, at the
- present moment, make any further reduction in the Salt Duty in Bengal,
it fully rccognises the necessity of compleling, as soon as pf)ssible, the actual
equalization of the duty throughout India. It is an essentinl part of our
policy to do so, @nd I fcel surc that the measures which have still to be
. taken will prove as satisfactory to the country, and as beneficial to the
revenue, as those of which I have been describing the results.

“95. When, my Lord, the Financial Statement for 1879-80 was published a.
year ago, we were far from foresceing the extraprdinary improvement which was
about to take place in our financial position, and which we now perceive had cven
then commenced. Theloss caused by the great disturbance in the relative value
of gold and silver had reached alarming propdrtions, and there was nothihg
to re-assure us regarding the fature. “’e were engaged in war; the surplus
which we considered nccessary to protect the conntry against the financial
conscquences of famine had disappeared; our estimates, apart from the war,
showed a surplus of only £605,000. We decided, however (to quote the
words of the last Financial Statement), that it was “wise to abstain from
imposing any fresh burdens on the country, and: to accept, the temporary loss

of the surplus by which it was hoped that an insurance af'a.mst famine had
been provided.”

“96. I see nothing to beashamed of in our want of foresight. I do notsee
how we were to know that there would be a great improvement in the exchange,
which would last through nearly the whole year, and which, in spite of an
incrcase'. in our remittances, would better our position by £760,000; that our
opiumn estimate, which we had taken at a higher amount than, with one excep-
tion, it had ever been taken at before, would prove, taking both sides of the
Account, to be tco low by £1,900,000; that in consequence of the most
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favourable season which India has known for many years, the increased
prosperity of the people, and other causcs, cvery great branch of the public
income. would show an increase; that we should get.£450,000 more from
Land Revenue, £335,000 more from salt and so on.

“ 07, Althourrh, as I need hardly say, it was not a pleasant task which I had
last year to perform, in laying before the Government and the public so unpro-
mising a budget, there are now good reasons for not expressing much regret
that we were not gifted with greater powers of foresight. Tor the result was
to make us undertake a most searching cxamination into every branch of the
public expenditure, with the firm resolution that everything superfluous should
be ruthlessly sacrificed. The reductions “which we have made already, and
which we hope still to make, are not the leasts atisfactory part of the year’s
history.

“The Local Governments throughout India loyally responded to our in-
vitation to co-operate in the task which we had undertaken. We left it
entirely to their diseretion to decide where they could reduce their expenditure,
and exercised no kind of interference'in their proccedings. The result of our
communications with them was, that. with their full consent in every case,
the assignménts made to them from the Imperial treasury in the present year
have been reduced by £335,000, and a similar reduction will be made in the

coxmnv year

“08. Besides less important savings, which I need not now detail, there has
been in the present ycar a reduction in the Public Works expenditure of
£661,000. I hope that £100,000 to £500,000 a year will eventually be perma-
nently saved by getting rid of suporfluous estabhsluncnts Some cxplanation is .
necessary on this subject.

%99, Beforeany orders to reduce the expenditure on Productive Public
‘Works liad been issued by the Sceretary of State, or the question of reducing the
Ordinary Public Works expenditure had been taken up afresh by the Govern-
ment of India, it was an acknowledged fact that the strength of our Public
‘Works establishments was enormously in excess of what was necessary.  When
the Secretary of State ordered, subject to certain conditions, the reduc-
tion of -our annual expenditurc on Productive Public Works to the sum of
£2,500,000, this cxcess ’bccamc, of course, a still more serious cvil. I will
not now go into the question of the causes which led to the glowth of
these ncedlessly large establishments. It is easy to be wisc after the event;

they were, for the most part, the result of errors of system which were only
* wn
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discovered to be errors by experience: However, this may have been, we found
" ourselves, at the beginning of the present.financial year, in this position, that
our Public Works establishments were declared. by the highest authorities in
the Public Works Department to be costing not less than £500,000 a year
more than was necessary for the expenditure on ‘Ordinary and ‘on Productive
‘Works which had to be carried on: We therefore resolved that these super-
fluous establishments must be at once reduced.

~ ““100. The Local Governments and the authorities in the Public Works De- .
paitment deserve the thanks of the Government of India for the efficient manner
in which the sérious task of making this great reduction has been performed. I
think it will be admitted that the measures of the Government were carried
out. with the greatest possiblg consideration for individuals, and tbat the engi-
neers with whose services we have unwillingly been compelled to dispense
have been treated liberally. The reductions actually made will save us
© £250,000 a year. In the present year there will, of course, be a laxge set-off
on account of pensions and gratuities; it amounts, indeed, to about £280 000;
but the greater part of the cost of reduction will be incurred, once for all,
.in the shape of gratuities. .

“ Althcugh these great changes in the constitution of the Public Works
Department - could 'not be made without some temporary inconvenience,
" there can be no doubt, I hope, that they will lead to a permanent increase
of efficiency. Our difficulties, however, are not over; our Public Works
establishments are still larger than they ought to be, and the constant supply
of ‘young engineers that pours in from Cooper’s Hill will, if it be not speedily

stapped, prove a cause of renewed embarrassment, and of useless and serious
" expense. '

«101. Before leaving this subject, there is one important point that I must
notice. It will be plain from what I havesaid, or. have still to say to-day, that
the Government of India looks with regret on the reduction of expenditire on
. Productive Public Works,” and that it hopes to see that expenditure again
increased hereafter. How, it may be asked, holding these opinions and expec-
tations, can you justify this reduction of Public Works establishments P If,
hereafter, your expenditure is’ increased as you hope it will be, you will have
deprived yourself of the machinery necessary for the éxecution of your works.

«102. If, my Lord this were true, I should, for my own part, have thought
our proceedings very foolish ; but T am satisfied that we necd be under no appre-
hensions of the kind. I tlunk that I ca.nnot better explain the views of the Gov-



FINANCIAL STATEMENT. 107

ernment on this subject, than by reading to the Council the following ‘ extract
from a'despatch addressed by the Government of India to the Secretary of .
‘State in September. last :— . :

«¢ Our present difficulties have not disturbed our belief in the great importance of the most
rapid possible development of the means of communication and other material improvements
in India. * L] * * * * *

« ¢ With these convictions, we should not have acquiesced, without remonstrance, in the
absolute permanent restriction to £2,500,000 a year, of our expenditure on the construction of
Productive Public Works, if we had understood this to be Your Lordship’s intention, * *
Accordingly, we have been careful so to frame our proposals for the re-organisation of our
establishments, that we shall bave no difficulty in hereafter increasing our expenditure on
Productive Public Works to any extent which is likely to be considercd expedient. We could
not have undertaken any reductions not compatible with this condition.

“<The ordinary dif’ﬁcu]ty of organising an efficient and economical service has been aggra-
vated, in the case of the Public Works Department, by the fluctuations of public policy which
have manifested themselves in large variations of the ‘grants made for expenditure in this
'l)epartment. We need not now enquire into the causes of these fluctuations, and we do not
wish to criticise the policy either of the school which advocates a lavish public expenditure on
such works, or of that which regards with distrust any such expenditure which can be avoided.
1t only concerns us now to recognise the fact that we have no reason for expecting, hereafter,
more immunity from such alternations of conflicting influences than we have enjoyed heretofore
Our duty, therefore, is to anticipate their recurrence, and frame our measures accordingly.

« ¢ Hitherto, our establishments have been organised on a’plan which demands, for successful
and economical results, a steady and unbroken prosecution of works ;' engineers having been
brought into the service on engagements which have been understood as ensuring to them
continuous. employment. But such employment is incompatible with the conditions on which
we can provide funds for the constructidn of Productive Public Works ; and, clearly, we must

now so organise our establishments that their strength may be, at any time, readily reduced or
" increased. In other words, the cause of our present difficulties being that we have, on the
whole, been burdened with establishments in cxcess of what, with the funds at our disposal,
we could constantly and profitably employ, we must, for the future, take care to engage no
establishments in excess of the greatest strength for which we can confidently expect to,
provide constant and full employment, whatever policy as to the material improvement of the
country may be in the ascendant.

¢ We have resolved, therefore, to organise our permanent establishment, rather upon the
model of the staff of a great contractor, supplementing it, as occasion requires, by temporary
" establishments engaged for particular works only, with no claim to absentee allowances,
pensions, employment upon any other work, or any of the rights and privileges of a-regular
establishment. Morcover, we desire to look, more and more, to the employment, upon con-
siderable undertakings, of contractors with large tapital, and to the development of the exist-



© 108 FINANCIAL STATEMENT.
‘lu.: h ‘. N .

mg‘syatem of petty contracts for petty works. In this way, we expect to avoid a recurrence.
, of the inconvenience from which we are now suffering. .

' “We anticipate no difficulty in carrying out the policy thus 'designed : on the contrary, we
believe that, while guarding us ngaillst a return of our present embarrassment, this Policy
will, by encouraging persons tq adopt the profession of Civil Engineer, and otherwise, promote
the general interests, and be favorable to the extended employment of ‘Natives of Indla in
this department of our service, an object whieh we have much at heart.’,

¢103. Before leavino the subject of reduction of expenditure, I have still
to mention what I hope may prove hereafter to have been the most important
measure of the year. T refer to the appointment of the Special Commission,
presided over by Sir Ashley Eden, to inquire into the organisation and expendi-
ture of the army in India. The Report of the Commission is now under the
‘consideration of the Government, and I should be going alto‘rether beyond my
own proper business, if I were to attempt in any way to discuss the recommenda-
tions which the Commission has made, or to give any opinion as to the extent to
which those recommendations may be carried out. But there are some facts to
which I may -refer without impropricty, and which seem to me highly en-
couraging. This Oommission, presided over by one of the most eminent of
Indian statesmen, and including among its members some of our greatest
-Indian soldiers, has arrived at unanimous conclusions on almost every one
of the questiuns submitted to it. These "high authorities believe that the
adoption of their proposals would greatly increase the efficiency of the army
in peace and war; that it would add to the military strength of the British
pportion of our forces; that the strength and efficiency of the Native army,
as a fighting body, and the popularity of the service, would be increased ;
that the medical service would be placed in harmony with.the true principles
of .army organisation; that in the departments of the army greater uni-
‘formity and power-of administration would be obtiined; that the great lines
of military communication would be improved and made permanently secure ;
that, under a more scientific system, the troops could be more rapidly and easily
-mobilised ; and.that (to quote the words of the Commission) “with improved
“transport arrangements, with a more thorough knowledge of the vast resources
of the country in supply and transport, and with a decentralised military system,
the Government of India will be able, provided the details are thoroughly
‘worked out beforehand, to place in the field a foree which will be a powerful
weapon of dffence or defence, while the troops remaining in garrison. will be
ample to supply a reserve if needed, and to maintain the peace of the country
undisturbed.” The Commission believes that these great results, by which' the
efficiency of the army would be immensely increased, could be attained, not only
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without additional expense, but with a positive saving to the State of £1,250,000
a year. )

“T have not been able to take credit for any part of such savings in the coming
year; but I sincerely trust that this most important matter will not be allowed
to sleep, and that no feeling that the improvement in our finances has rendered
wilitary economy less urgently necessary, will be permitted to cause delay in
settling the questions which have been raised.  As the Commission, quoting the
principles strongly enunciated by Lord Mayo, and.reiterated by his successors,
has observed, “the people of India ought not to be called upon to support or
pay for one unnecessary soldier.”

*104. The warning which I have now given, that we ought not to be induced
by the improved state of vur finances to relax our efforts in the direction of
economy, is not true in regard to military expenditure alone. It would be a
dangerous mistake to conclude that our prospects are not still uncertain.

“In the Financial Statement for last year, prominent attention was called to
the consequences entailed upon India by the violent disturbance of the long
standing equilibrium between gold and silver. It was then stated that the
Government of India had submitted its views on this subject to the Secretary
of State, and, as the Council is aware, Her Majesty’s Government did not think
it possible to accept our recommendations.

« Although the exchange has, during the present year, been less unfavourable
to India than we anticipated, it would be a great error to suppose that our
anxiety on this account has been removed, or even seriously diminishéd. The
gravity of the subject can hardly be better illustrated than by this fact, that,
even in the present year, which has been comparatively favourable, the charge
for Loss by Exchange amounts to £3,188,000, while for the coming year it is
estimated at £3,411,000. Ten years ago, in 1869-70, the charge was £142,655.
Although the relations between the two metals have, of late, been comparatively
steady, yet, as this stability does not rest upon any known foundation, it does
not afford ground for confidence in the future relations of the two metals,
which, under the existing conditions, cannot be predicted for a single month.

“Qbviously we cannot depend on the maintenance of our Opium revenue at
its present unprecedentedly high amount. Other causes for a prudent anxicty
are not wanting. Itis, for example, plainly impossible to say what may be
the actual cost, and the future obligations entailed upon us by the war in
Afghanistan ; although, so far as can now be foresecn, ample provision on this

account seems to have been made. Altogether, while our financial prospects
n
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look, on the whole, far brighter than they were a year ago, we cannot say that
_there are not many causes for anmety remaining. The prudent view to take
“is tlus, that we ought to take advantage of tlie breatlnng time that has now
been obtamed to set our house in order.

“105. I thmk, my Lord, that-there is only one remaining subject to which I
-need refer. Attempts have recently been made in England to compare the finan-
~ cial condition of India as itis now with what it was in past periods, and it seems
‘to have been assumed by many persons that, because difficulties are found in
* - making such comparisons without more information than is given in the published
abstracts of our accounts, therefore there is something wrong in the structure
of .our accounts themselves. The fact is that, for many years past, we have
been steadily striving to make such improvements in our published abstracts
~as were called for by changesin financial circumstances, and in order to give
fuller information. In this view, heads of accounts which used to be lumped
up together have been separated, while others have been consolidated, and,
instead of entries showing merely the net result of the differences between
-revenue and expenditure, the actual revenue and expendifure have been
- entered on each side of the account respectively.

“106. For example, in Mr. Wilson’s Budget Statement in 1860, there were only
six revenue heads. The first was ‘ Land Revenue, Sayer and Abkaree,” and it in-
cluded Land, Forest and Excise revenue, all lumped together; then came, separate-
ly, Customs,”’ * Salt” and “Opium;” then* Miscellaneous,” a large item of over 4
millions; and lastly, ¢ Receipts from Railway Companies;’’ which at that time
were only £330,000. On the expenditure side the charges on account of collecting
the revenue on account of Land, Forest, Excise, Customs, Salt, Opium, Post Office
and Stamps together with Political Pensions, Allowances, Assignments, and Cha-
ritable Grants, were all included under one head ; the remaining heads were “In-
terest on Debt in India;” “Military Charges;” ¢ Marine;” ¢ Civil Charges,”
which included all Political, Judicial, and Police Establishments, and all Public
Works, except Military and Marine ; ¢ Miscellaneous ;”’ and  Guaranteed Interest
on Railway Capital.” The charges incurred in England were not classified at all.
In the next year, 1861, the heads of Revenue and Expenditure were re-arranged
and somewhat increased in number. The net charges in England were also
shown separately.

.. “From that time the abstract has been, from year to year, improved in the
manner I have indicated. In the last few years these changes have been
_ considerable, involving the entry of large amounts on each side of the
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Account,” which were previously shown. net on one side only. For instance,
mtil quite recently, the cxcess of the Guaranteed Intercst on Railway Capita)
sver the net earnings of the Railways was shown in one entry on the expendi-
ure side, instead of the net earnings being entered on the revenue side and
he full Guarantecd Interest on the expénditure ‘side; this obvious improve-
nent has caused an addition to each side of the account of some 5 millions
terling. 8o again, the Provincial Revenue and Expenditure is now entered in
‘he gross, under the ‘appropriate heads, instead of net on one side.only of the
wceount. This has added about a million to both sides. - Finally, local revenue
ind expenditure which, although as much public transactions as any other,
1sed to be excluded altogether from the Financial Statements, have now been,
ncluded, adding more than 2% millions to each side of the account. .

“Thus, under these threc heads alone, the totals of our revenue and expendi-
ture have been increased by about 84 millions, withéut any addition whatever to
sur revenue or expenditure. I will not say that our form of abstract is even
now perfect ; but it gives detailed information which it was impossible to obtain
from tho abstracts as formerly framed. The improvement of late years has
been great, and it is certain that few countries now publish such full and
accurate accounts as India. It can hardly be contended that the difficulties
which such changes throw in the way of persons who wish to make minor com-
parisons, ought to have deterred us, orshould in future deter us, from rendering
our published accounts as perfect and comprehensive in form as possible, or
that because our published statcments were incomplete ten or twenty years ago
they ought to haye remained incomplete for ever.

¢107. I cannot now take up the time of the Council with any elaborate com-
parison between our .present financial position and that of ten or twenty years
ago.. As, however, there seems to be an impression that there has been a great
increase in the public expendltuxe, I will briefly compare the accounts of our
net expenditure in 1868-69 and 1869-70 with the accounts of 1878-79 and the
estimates of 1880-81. That this comparison may be effective, I have elimi-
nated the expenditure from Local Funds, recently incorporated with the rest of
the public expenditure, and also the expenditure on the war in Afghanistan.
Inlike manner I have removed, throughout, the credits from the extinct Military
Funds. I have then lelded the net expenditure thus ascertained into four
groups, as follows :—

¢ First.—Land Revenue (except Charges of collection, Surveys and Settle- .
ments), Post Office, Administration, Minor Departments, Jails and Penal
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Settlements Law and Justice, Police, Marine, Educatlon, Ecclesiastical,
Med.lcal Sta.tlonery, Printing, Political, and Miscellaneous.

T« Second. —Intelest "Loss by Exchange, FurlouOh Allowances, Pensions and
Famine. B . :

¢ Third.—Public Works, Telegraphs, Railways, and Canals.

« Fourth.—~The Army.

“The whole net expenditure thus classified is as follows :—

1868-69, 1866-70; 1878 -79. 1880-81.
. ' F 4 F F F
QGroup I.—Effective civil admi-
' nistration .. 10,042,000 10,489,000 10,997,000 11,255,000
Group II.—Non-effective civil ex- .
penditure ‘.. 7,054,000 6,643,000 11,182,000 10,636,000
Group III.—Public Works .. 8,195,000 6,235,000 38,454,000 1,883,000
Group IV.—The Army ... 16,137,000 15,251,000 15,441,000 15,330,000
TotaL .. 40,428,000 -38,518,000 41,074,000 89,004,000

«108. Group I.—The effective civil charges proper have increased in the
twelve years by about one million sterling, of which £587,000, under the
Head of Law and Justice, is due to the development of backward prov-
inces, such as Assam, Burmah and Oudh, ard to improved administration ; ‘and
£233,000, under Education and Medical Services, is to be attributed to the
constant demands for more schools and dispensaries. It does not seem to me
that either the fact that the whole active civil administration of this great
country costs only net 11} millions a year, or the increase of its cost in twelve
years by one and a quarter million sterling, is indicative of any laxity of finan-
cial control or any disregard of the interests of the tax-payers.

«109. Group IL—The non-effective civil charges, many of which are not
subject to control, show an increase of about 8} millions, caused mainly by the
disturbance of therelative values of gold and silver, but also notably by the
growth of the pension list. Notwithstanding the addition of 87} milliors (net)
to our debt, the charge for interest showslittle or no increase, the rate of interest
having bcen, by successive operations involving labour and forethought, con-
stantly reduced. The average rate of interest upon the whole debt is now
4-40 per cént.

“110. Group I11.—The growth of the revenue from Railways, Telegrapha
and Canals, and the reduction of the expenditure on Public Works Ordinary has
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produced a diminution of the net expenditure in this group of more than six and
a quarter millions a year, which therefore largely exceeds the increase in Group II.
During this period we have spent 653 millions sterling upon Railways, includ-
ing the Guaranteed Railways, Canals, and Telegraphs. The result shown in
the figures here given is remarkable evidence of the manner in which India
responds to outlay of -this character.

“ We have scen that in the coming year, the revenue derived from produc-
tive public works is likely to exceed the interest on the capital expended
in their construction, together with the working expenses. I have read criti-
c¢isms, in which the policy of constructing these works has been condemned on
the ground that they had not yielded, and in many cases were not likely to
yield, any extra profit after fully paying their expenses. But if the Govern-
ment has succeeded in making these magnificent works for nothing, that is,
without throwing any permanent charge for them on the people of India, surely
it may well be contented.

«111. Group IV.—Although there was an intermediate reduction of the
cost of the Army, the net military expenditure here shown is little larger in
the later than it was in the carlier years.

¢112. Owing to the rapid improvement in the financial results of our Rail-
ways, Canals, and Telegrapls, and to economy in the expenditure on public works
ordinary, the whole net expenditure shows no increase, but a positive reduction.

«113. Considering that, during this period, the charge forloss by exchange
has increased by 3 millions, and that, including the guarantecd railways, we have
invested no less than 65} millions in productive public works, this, My Lord, is
a result of which the Government of India need not be ashamed, and which I
earncstly commend to the study of those statesmen who, from motives worthy
of all respect, but which appear to me to be founded upon a dangerous mis-
apprehension of facts, would withhold from India those material benefifs which
are to be obtained only by the expenditure of capital upon the development of
her vast resources.

“114. It now, My Lord, only remains for me to make the motion standing
against my name. If it be adopted by the Council, it will be equivalent to a
resolution that the Trades and Professions Bill shall be dropped altogether, and
I shall afterwards_ask permission to introduce a new Bill for the amendment of
the present law: It will be understood, from what I have said to-day, that it

will be a very short and simple measure, and its principal effect will be to
[
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relieve the poorer classes of traders from the taxation to which they are now
liable.”

The Motion was put and agreed to.

LICENSE ACTS AMENDMENT BILL.

The Hon'ble Sir J. STRACHEY moved for leave to introduce a Bill to
amend the law relating to the licensing of trades and dealings. He said : —

« After the explanations that have been given by me in the Financig) State-
ment to-day, I need only occupy the time of the Council for a few minutes in
explanation of the small and simple messure which I wish to introduce. .

* The reasons for which the amendment of the present law is desirable are
these. In the first place, it is thought right to sanction by legislative action
the exemptions already proposed, and in some instances already ordered, by the
Executive Government, in favour of the poorer classes of tax-payers.

“Secondly, it is desirable that the license-taxes should be collected every-
where, as they are already in Bengal, for the official instead of for the calendar
year, although the assessments should continue to be made during the cold
season, and as soon as, possible after the first January. As the Council will
remember, the collections which under the present Acts ought, excepting in
Bengal, to have been made in the first three months of the calendar year,
were suspended by executive order, until the Financial Statement could be
brought forward, and if there were now no legislation, we should lose a great
part of the tax for the next financial year. The result of the change now
proposed will be that the tax for three months will be relinquished. Thus, a
certain small amount of temporary relief has been given.

“ It is thought desirable to take the opportunity of removing two or three
other defects in the existing law.

“ Doubts have arisen in some Provinces whether tea-planters and others are
legally liable to the License-tax when they sell the produce of their own land.
They have been exempted from payment by executive orders, but it is thought
desirable to make it clear that the law imposes on them no such liability.

« As the law now stands, a person carrying on trade in more than one
Province or district may sometimes be called on to pay ._license-fees in more
than one place. The Bill will invest the Governor Genera)u Council with
power to direct that a person shall be assessed at one place h*::\ British India,
however numerous may be his places of business.
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«“T must explain that in Bengal the collections are already made for the
financial year, and the second reason that I gave for amending the existing law
is thercfore not applicable to Bengal. The Bengal Act also provides already
for the exemption of tea-planters and others. As there are other matters in
which the Bengal Government desires to amend its local Aect, it is thought
better to make no reference to Bengal in our amending Bill.”

The Motion was put and agreed to.
The Hon’ble S1r J. STRACHEY then introduced the Bill.

The Hon'ble Sir J. STRACHEY also applied to His Excellency the President
to suspend the Rales for the Conduct of Business.

THE PRESIDENT having declared the Rules suspended,

The Hon’ble Sir J. StracBEY said:—* The Bill is of so simple a
character that it may seem hardly necessary to refer it to a Select Com-
mittee, but it is, I think, as well to do so, for its consideration may
suggest improvements which have been overlooked. I will only add to
what I have said already, that the Bill is really shorter and simpler than it
looks. It has been thought desirable so to frame it that the provisions appli-
cable to each Province will fit in to, and form part of, the existing local Acts,
for this will be convenient to the local officers, who have to administer the law.
The Bill has, therefore, been divided into three parts, applicable to Northern
India, Madras and Bombay respectively. The result is that provisions which
are virtually the same, appear three times over, and the Bill thus secms longer
than it really is. I have alrcady explained why it does not apply to Bengal.
I beg now to ask the Council to refer the Bill to the same Committece which
was formerly appointed to consider the defunct Trades and Professions Bill,
and to move that the Bill be referred to a Committee consisting of the following

Members:—

«The Hon’ble Messrs. Stokes, Tuompson, Hope and Colvin, the Hon’ble
MahArijd Jotindra Mohan Tagore, and the Hon’ble Messrs. Batten, Morgan,
Paul and the Mover.”

His Exccllency TME PRESIDENT said, hefore he put the motion, it might
be as well that he should explain that, if this motion was carried, he proposed
to adjourn the Council to that day week, in order that all hon’ble Members, who
wished to make any obscrvations on the Financial Statement, might have ful
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time to consider it. - With that explanation, he put the question that the Bill

be referred to a Select Committee consisting of the Hon’ble Messrs, Stokes,

Thompson, . Hope and Colvin, the Hon’ble Mah4iréji Jotindra Mohan Tagore,
~and the Hon’ble Messrs. Batten, Morgan and Paul and the Mover.

The Motion was put and agreed to.
The Council adjournéd to Tuesday, the 2nd March, 1880.
D. FITZPATRICK,

Secretary to the Government of India,
Legislative Department.

CALCUTTA ;
The 24th February, 1880. }
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